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TO: MFA Board of Directors
Through: Contracted Services Committee — April 7, 2020
Through: Policy Committee — March 31, 2020
FROM: Robyn Powell, Compliance Officer
DATE: April 15, 2020
SUBJECT: Compliance Activities Report for the period September 2019 — March 2020

Recommendation:

The compliance officer is responsible for communicating with the Board of Directors regarding compliance
matters. The compliance activities report is intended to provide information to the Board regarding
compliance management activities and the results of related oversight of MFA’s single-family mortgage
lending and servicing departments, including subservicing oversight. During this reporting period, no
significant compliance concerns were identified.

Background:

The compliance officer is responsible for maintaining a comprehensive compliance program to address
legal, regulatory and internal requirements for MFA’s single family mortgage lending and servicing
functions, ensure MFA is meeting regulatory compliance requirements related to mortgage operations, and
maintain oversight of MFA’s contracted subservicer performance.

Discussion:

Staff continues to monitor service level performance to ensure our contracted serviced provider, Idaho
Housing and Finance Association (IHFA), maintains regulatory compliance, that staffing levels support MFA
needs and that controls over data integrity are in place. There are no significant compliance concerns.

IHFA provides several loan portfolio reports monthly, including servicing quality control, advances and
reimbursements, loss mitigation and foreclosure activity reports. All reports are reviewed, reconciled, and
analyzed for any negative trends or ongoing issues. Staff continues to have monthly calls with IHFA to
address exceptions and process improvement opportunities. During the reporting period, staff worked with
our contracted service provider to reconcile repurchased loan interest and foreclosed loan claims. Staff
also developed internal claims tracking processes and reporting.

Measuring and managing delinquencies continues to be an area of focus for staff. While national
delinquency and foreclosure rates remain low, the subserviced portfolio continues to experience higher
than average default rates, particularly in the early stage. Staff continues to search for delinquency data
from the industry that compares to MFA’s portfolio of predominately FHA purchase loans.

The below table represents the delinquency trends for the subserviced portfolio, compared with state and
national delinquency rates, including seriously delinquent rates:

New Mexico Mortgage Finance Authority
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Breakdown of Subserviced Portfolio as of March 31, 2020:

Current 8390 90.64% $1,209,516,010.08
30 days 416 4.49% $59,953,592.07
60 days 162 1.75% $23,409,519.57
90 days 66 0.71% $9,725,454.95

Seriously Delinquent (120+,
Loss mitigation and

foreclosure) 222 2.40% $31,769,040.67
Foreclosed Loans (not

included in total) 27

Total Delinquent Loans 866

Total First Liens 9256 $1,334,373,617.34
Total Delinquency

Percentage 9.36%

Breakdown of Delinquency as a percentage of the portfolio (year over year):
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Definitions:

120+ days Loans not referred to foreclosure due to loss mitigation plan
Pre-Foreclosure First legal has been filed

Refer to Legal No first legal has occurred, but the loan has been referred to attorney
Foreclosed Failed loan (in foreclosure or claim status)

Seriously delinquent loans have the most financial impact to MFA due to the pass through of
principle and interest payments and repurchase of loans out of MBS pools. The most common
delinquency reasons reported are curtailment of income (31%) and excessive obligations-same
income (13.06%), however, loss mitigation staff report they are unable to contact the borrower
29.71% of the time. IHFA is adding additional reason for default codes for COVID-19 and natural
disaster which will enable MFA to capture data related to any increases in defaults.

Loan Quality Control

Loan quality control reports and portfolio management reports received from IHFA alert staff to loan
level issues and provide insight regarding trends and performance of specific lenders and loan
officers. MFA staff takes a proactive approach in communicating with our partner lenders in order to
mitigate the risk of material findings or repurchase.

The below table is the MFA loan origination defect trend data of cases with serious exceptions.
These loans are reviewed by MFA’s contracted quality control vendor, IHFA. MFA staff then
completes a 10% oversight review of the sample. Staff did not identify any issues in loan quality
reviews.

MFA DEFECT TREND REPORT Random ac

CASES WITH SERIOUS EXCEPTION(S) - COMPLIANCE EXCLUDED
Generated: 3/31/2020 2:04:40 PM
Copyright 2020 TenA. All rights reserved.

Month Target Defect Cases Audited Defective Cases Defective Cases Gross Defect  Net Defect
i (M et ifsl i

2018 Dec 4.0% 28.57% 0.00%

DS
T 2 0
2019 lan 4.0% = " 3 0 25.00% 0.00%
2019 Feb 4.0% 1 1 0 100.00% 0.00%
2019 Mar 4.0% 6 0 0 0.00% 0.00%
2019 Apr 4.0% = 2 0 50.00% 0.00%
2019 May 4.0% 5 1 0 20.00% 0.00%
2019 Jun 4.0% 7 2 0 2857% 0.00%
2019 Jul 4.0% 7 2 0 28.57% 0.00%
2019 Aug 4.0% 8 1 0 12.50% 0.00%
2019 Sep 4.0% 7 1 0 14.29% 0.00%
2019 Oct 4.0% 7 0 0 0.00% 0.00%
2019 Nov 4.0% 3 0 0 0.00% 0.00%
Sub-total 66 13 0 19.70% 0.00%



There are no significant, unresolved loan quality concerns identified by MFA or IHFA.

Regulatory Compliance

Tracking regulatory information related to federal consumer financial law, and implementation of
new processes resulting from changing requirements is completed by the compliance officer and
mortgage operations staff and management.

In June 2019, Fannie Mae informed all HFA’s about planned changes to their HFA Preferred program.
The changes eliminate mortgage insurance and pricing benefits allowed on the HFA Preferred
product to borrowers whose income is above 80 percent of Area Median Income (AMI). In response,
staff presented proposed program changes to the Board of Directors in September 2019 and
received approval to expand MFA programs to include the sale of program loans to Freddie Mac.

FHA Mortgagee Letter 2020-04 (March 18, 2020):

Properties secured by FHA-insured single family mortgages are subject to a moratorium on
foreclosure for a period of 60 days. The moratorium applies to the initiation of foreclosures and to
the completion of foreclosures in process. Similarly, evictions of persons from properties secured by
FHA-insured single family mortgages are also suspended for a period of 60 days. In addition,
deadlines of the first legal action and reasonable diligence timelines are extended by 60 days.

FHA Mortgagee Letter 2020-05 (03/27/20):

FHA Single Family’s modification to the re-verification of employment requirements due to the
Presidentially-Declared COVID-19 National Emergency Declaration and FHA Single Family’s Exterior-
Only or Desktop-Only Appraisal inspection option, which limits face-to-face contact for certain
transactions affected by the Presidentially-Declared COVID-19 National Emergency Declaration

Fannie Mae LL-2020-02 Impact of COVID-19 on Servicing (03/18/20 Updated 03/25/20) Fannie Mae
issued with temporary policies to enable services to better assist borrowers impacted by COVID-19,
including reporting reasons for delinquency, property inspections and preservation, submission of
financial statements and reports, forbearance plan eligibility, evaluating the borrower for a payment
deferral or mortgage loan modification after a forbearance plan, credit bureau reporting, and
suspension of foreclosure sales.

Fannie Mae LL-2020-03 Impact of COVID-19 on Originations (03/23/20; updated 3/31/20) issued to
address a number of questions and concerns that industry partners raised. Fannie Mae is working
closely with Freddie Mac under the guidance of FHFA to offer temporary measures to help ensure
lenders have the clarity and flexibility to continue to lend in a prudent and responsible manner. LL-
2020-03 provides guidance on revised policies related to loan origination and lender quality control
requirements.

Fannie Mae LL-2020-04 Impact of COVID-19 on Appraisals (3/23/20; updated 3/31/20) Fannie Mae
is allowing temporary flexibilities to appraisal requirements and working closely with Freddie Mac
under the guidance of FHFA to offer temporary measures.


javascript:AddHistory('#LL02_2');
javascript:AddHistory('#LL02_2');
https://www.allregs.com/AONG/main.aspx?did=003910604@..LL-2020-04

Fannie Mae LL-2020-05: Payment Deferral (03/25/20) Fannie Mae introduced payment deferral, a
new home retention workout option jointly developed with Freddie Mac at the direction of the
Federal Housing Finance Agency. This workout option enables servicers to assist eligible borrowers
who have resolved a temporary hardship and resumed their monthly contractual payments but
cannot afford either a full reinstatement or repayment plan to bring the loan current.

Staff will continue to monitor regulatory directives related to impacts of COVID19 to ensure that our
single family policies are in compliance. Staff is also working closing with our lending and servicing
partners to implement updated policies.

Training

The Consumer Financial Protection Bureau requires that supervised entities have a training program
in place. MFA is currently providing compliance related training to mortgage operations staff on a
regular basis.

In this reporting period, staff completed the following mortgage operations training:
e Unfair, Deceptive, or Abusive Acts or Practices (UDAAP)
Consumer complaints

Tracking, investigating and responding to consumer complaints is a function of the Compliance
Management System. No consumer complaints were received in the current reporting cycle.

Summary:

The activities described in this report are intended to provide the Board of Directors with assurance
that MFA is effectively managing compliance with Federal and State consumer financial laws
applicable to the products and services being provided by MFA and mitigating related risk.

Compliance activities will be reported to the Board through the Contracted Services/Credit
Committee no less than twice per year, and as needed to fulfill the compliance department’s
responsibility to inform the Board of any critical compliance issues. There were no significant
compliance concerns identified during this reporting period.
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Regional Housing Authority (RHA) Sale of Property Checklist

As required by NMSA Section 11-3A-30, if a RHA desires to sell or liquidate real property with a value greater than
$100,000 the transaction must be approved by MFA’s Board of Directors.

Required documents needed prior to MFA’s Board of Director Approval

RHA Board Resolution Authorizing Sale of Property

Letter to MFA Requesting Approval to Sale Property

Narrative Analysis as to why RHA is requesting the sale of the property

Current Property Operating Report

RHA Report on all Real Estate Owned

MFA order Appraisal — paid for by RHA

Marketing Plan for MFA approval (See Below Details)

Notice of Request for Sale Proposal

Proof of Implementation of MFA approved Marketing Plan

Copy of Request for Proposal

Final Appraisal (ordered by MFA) dated within 1 year of when presented to MFA’s Board for Approval

Purchase and Sale Agreement

Commitment Letter from Buyer

Commitment for Title Insurance

MFA to Provide a Letter of Approval to Sale Property for Closing (After MFA Board Approval)

MARKETING PLAN
MFA will require marketing efforts that exceed State Procurement requirements. While those efforts may not

include listing the property with a broker, MFA will require that in addition to purchasing an ad in a newspaper of
general circulation that they submit to MFA for approval, one or more of the following media to market the
property.

e  Listing with a broker

e  MLS Listing

e Social Media

o Direct marketing to developers/non-profits

e Direct marketing to commercial Real Estate brokers

NOTE: This list is not all inclusive and the appropriate method/medium of marketing will be tailored on a case by
case basis.
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2020 RENTAL AWARD SUMMARY

Project Name &

Valle De Atrisco Family Apartments

Addresses 9901 Ceja Vista Road SW, Albuquerque, NM 87121
Proposed Award $1,830,000 | National Housing Trust Fund Rate | 0.00% Fixed
$500,000 | New Mexico Housing Trust Fund Rate | 3.00% Fixed

Borrower

Valle de Atrisco, LLLP, a New Mexico limited liability limited partnership formed in 2017, is owned
.01% by DBG Valle De Atrisco Investors LLC, as General Partner, (owned 75% by Walter O.
Grodabhl, Il as its Manager and Member and 25% by Eric Grodahl as Member); and 99.99% by AHP
Housing Fund 182 LLC, as Limited Partner.

Management

GSL Properties, Inc., is an Oregon real estate corporation, founded in 1985, that acquires, develops
and manages multifamily residential properties in the Western United States. GSL has built and
acquired over 10,000 apartments units in, and around, Portland, OR, Albuquerque, NM, Los
Angeles, CA, and Las Vegas, NV, and manages approximately 9,000 apartment units. GSL has 47
affordable apartment communities within its portfolio, totaling approximately 4,700 affordable
apartment units. GSL has constructed and developed 29 of these communities, using tax-exempt
bonds and Low-Income Housing Tax Credits as its primary financing tools.

Developer

DBG Properties LLC is a New Mexico limited liability company formed in 2012 to acquire and develop
affordable housing communities in the Western United States. DBG also operates a fully owned
construction company that, to date, has solely constructed its own projects. The company is licensed
in California, New Mexico, Washington and Oregon, with a pending application in Colorado. All of
DBG's current and completed projects have been for households at, or below, 60% Area Median
Income (AMI). The company has built and fully leased properties in New Mexico and Washington
state. The company’s first development, Silver Moon Lodge, located in downtown Albuquerque,
was completed in December 2014. In 2018, DBG completed and fully leased the Village at Avalon,
a 240-unit project in Southwest Albuquergue. Ceja Vista Senior Apartments, a proposed 156-unit
multifamily project to be built adjacent to the subject property, was approved for a $1,500,000
National Housing Trust Fund award, in 2019. The principals of DBG are Walter “Skip” Grodahl and
his son, Eric Grodahl. The financial strength of the related entities lies with Walter, personally.

DGB's audited financial statements dated FYE 12/31/18 show $5.9M in assets with $3.7M in total
liabilities, resulting in a net worth of $2.2M and a debt-to-worth ratio of 1.73 to 1.00. The company
had cash-on-hand of $330K, however, operating cash flow was negative for the period. Audited
financial statements for FYE 12/31/17 show $5.5 million in assets with $4.1M in total liabilities,
resulting in a net worth of $1.4M and a debt-to-worth ratio of 3.03 to 1.00. The company had cash-
on-hand of $27K and operating cash flow was also negative. DGB’s internally prepared financial
statements dated 10/30/19 show $13.1M in assets with $7M in total liabilities for $6.1M in net worth
and a debt-to-worth ratio of 1.16 to 1.00. Cash levels were up at $908K but operating cash flow
remained negative. It is important to note that DBG also operates as a construction company.
Generally, construction companies fluctuate in revenue and operating expenses, depending on the
number of contracts they may have each year.

Project Type &
Size

New construction of a 240-unit multifamily project with 60 units (25%) serving Households with
Children. Thirteen units will be income restricted to households earning 30% or less of Area Median
Income (AMI). Two hundred twenty-seven units will be income-restricted to households earning 60%
or less of AMI. The resulting rents range from $370-$739 for a one-bedroom unit, $533-$888 for a
two-bedroom, and $699-$1,025 for a three-bedroom.
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Project
Description

The Valle de Atrisco Family Apartments is a proposed 240-unit, 4% LIHTC, multifamily project, to
be located in Southwest Albuquerque, NM. The project is currently under construction, having closed
on initial financing in October 2018. The project is located on 9.4 acres and consists of 10 three-
story garden-style residential buildings and one community building, with a total gross square
footage of 199,325 square feet. There will be 120 one-bedroom apartments, 72 two-bedroom
apartments, and 48 three-bedroom apartments. The project's one-bedroom units will have an
average size of 535 square feet, the two-bedroom units average 892 square feet, and the three-
bedroom units average 1,067 square feet.

Valle de Atrisco is a new construction project with an anticipated per-unit construction cost of
approximately $96,116. The project includes a developer fee of $1.8M. This fee represents 5% of
the Total Development Cost, which is less than the 14% fee cap allowed under the QAP. The
developer fee calculation includes the acquisition of the property, which is not uncommon in LIHTC
projects. While some states exclude acquisition costs from the developer fee calculation, the total
cap for those states is generally higher than MFA'’s (up to 20%). MFA’s 14% developer fee cap for
4% LIHTC projects is lower than many other states’ caps.

A Novogradac market study of Valle de Atrisco Family Apartments, dated 2/11/2020, advises that
the subject project is feasible as proposed, as there is a significant level of demand for affordable
housing in the area. Additionally, a number of affordable housing developments maintain waiting
lists for all unit types. The Subject will have a positive impact on the surrounding neighborhood and
will not adversely affect existing affordable housing located within the PMA. The site is located in
close proximity to services, employment, public transportation and retail. The Subject is located just
1.75 miles west of Las Estancias, a mixed-use development featuring commercial/retail uses,
residential uses and community uses, which opened in 2018 and continues to add new commercial
tenants. The off-site amenities are appropriate and sufficient for the market and the intended tenants.
The area’s total population is projected to increase through market entry through 2024. As the
population and number of households continue to grow, the demand for housing units will also
continue to increase. In conclusion, construction of the Subject will have a positive impact on the
neighborhood and provide much needed affordable housing.

Affordability
Requirements

National HTF Requirements: Thirteen apartments, consisting of 6 one-bedroom units, 4 two-
bedroom units and 3 three-bedroom units, reserved for households earning 30% AMI or the federal
poverty level, whichever is higher, for which a Land Use Restriction Agreement (LURA) will be filed
in Bernalillo County. The affordability period is 35 years, starting on the date of acceptance by HUD
of a final NHTF project completion report and ends 35 years later.

NMHTF Requirements: Two hundred twenty-seven apartments reserved for households earning
60% or less of AMI for which Land Use Restriction Agreements (LURA) will be filed in Bernalillo
County. The NMHTF affordability period is 30 years; 20 as required by Affordable Housing Act Rules
and 10 for MFA'’s extended affordability period (i.e. in concurrence with the loan term) and starts on
the date that the architect of record issues a certificate of substantial completion AIA Form G704.

Repayment and
Disbursement

National HTF Loan

Payments: No payments during the construction period, which is not to exceed 24 months;
thereafter, annual payments as determined from available cash flow, maturing in 35 years.

Disbursement: Allow up to three draws: two during the construction period, and the third upon
submission of a final NHTF project completion report to HUD.

NM HTF Loan:
Payments: Interest monthly during the construction period not to exceed 24 months; 180 equal
principal and interest payments, based upon a 360 month amortization, during the permanent loan

period. Outstanding P&l due at the earlier of maturity, refinance or sale of the project.

Disbursement: Multiple disbursements upon evidence of costs incurred, not more frequently than
monthly.
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4. Guarantor — Medium (Developer’s financials show revenue fluctuations from 2017
and 2018 due to operating expenses which resulted in netincome loss, Walter Grodahl
shows significant personal financial wherewithal).

5. General Partner/Managing Member — Medium (developer is not financially strong,
however, very experienced in construction in NM and several other states.

6. Community Opposition — Low (majority of surround land is vacant; project will
contribute to overall masterplans to provide more housing)

7. Financing — Medium (as long as market conditions for interest rates & LIHTC pricing
do not fluctuate too much, the project is feasible. However, in the event of adverse
market conditions the project would not move forward. MFA’s final underwriting is
required before loan closing to ensure viability before final commitment)

J. Summary & Recommendation: The proposed project presents a favorable risk profile
and is recommended for approval.

Recommend Concur
George Maestas Shawn Colbert
Development Loan Manager Director of Housing Development, MFA

Dated as of March 31, 2020

Underwriting Analysis — Valle De Atrisco Family Apartments
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Nominating Committee
April 15, 2020

Angel Reyes (Chair)
Lieutenant Governor, Howie Morales

Attorney General, Hector Balderas

(a)  The Nominating Committee shall be responsible for presenting nominations
for officers, other than the Chairman and the Executive Director, including
without limitation the Vice Chairman, the Secretary, the Assistant Secretary, the
Treasurer and the Assistant Treasurer.

(b)  The Chairman shall appoint a Nominating Committee during or prior to
April of each year. The Nominating Committee shall consist of three members of
the Authority.

(c)  Thenominations shall be presented and elections held no later than the
June meeting of the board of directors held in such year. The vote for officers shall
be held in such manner as the directors may determine.
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TO: MFA Board of Directors
FROM: Rebecca Velarde, Director of Policy and Planning
DATE: April 15, 2020
RE: 2020 Legislative Outcomes

The New Mexico State Legislature awarded MFA $1.2 million for the New Mexico
Housing Trust Fund and $1 million for weatherization during this year’s legislative
session. This funding was passed as part of House Bill 349 (the Capital Outlay Bill).
Capital outlay funding is administered on a reimbursement basis and may not be
applied towards administrative cost. While not yet specified, the awards will likely
have a four-year term as the initiatives funded will be for construction-related

projects.

MFA requested a total of $19.05 million for eight initiatives. Although receiving “do
pass” recommendations during Committee hearings, MFA'’s six other legislative
initiatives were not awarded funding. The table below summarizes the outcomes of

all MFA’s initiatives:

2020 Legislative Outcomes for MFA Initiatives

Initiative Final Committee State Funding Funding
Bill Outcome Agency Requested Passed
New Mexico Housing HB
Trust Fund 349 Do Pass DFA $ 10,000,000 $ 1,200,000
Regional Housing
Authority Oversight Do Pass $ 300,000
Affordable Housing
Act Oversight Duties Do Pass $ 250,000
Low-Income Energy
Conservation HB
Program 349 Do Pass DFA $ 2,000,000 $ 1,000,000
Home Rehab for
Certain Veterans Do Pass $ 2,000,000
Low-Income Homer
Emergency Repairs Do Pass $ 2,000,000
Pre-Purchase
Homebuyer
Education Do Pass $ 500,000
Furnace
Replacement
Program Do Pass $ 2,000,000
Total $ 19,050,000 $ 2,200,000

New Mexico Mortgage Finance Authority
344 Fourth St. SW Albuquerque, NM 87102 505.843.6880 800.444.6880 housingnm.org




In addition to the funding MFA received, $13.486 million was awarded to 14 other
affordable housing related initiatives. These “other initiatives” were funded through
the Capital Outlay Bill and House Bill 2 (the Operating Bill). Recipients of Operating
Bill appropriations may use those awards for costs associated with operations and
administration. The table below summarizes these awards (strike through text
indicates veto by the Governor):

2020 Legislative Outcomes for Other Affordable Housing Initiatives

Initiative Local Final State Appropriation
Government Bill Agency Amount
Recipient

Land for Construction of HB

Affordable Housing CABQ/ Bern. Co. 349 DFA $ 2,500,000

Improvements to Public HB

Housing Units CABQ/ Bern. Co. 349 DFA $ 1,500,000
HB
HB

Temporary Housing for Youth  CABQ 349 DFA $ 145,000

. hority Si us

Improvement Santa-Fe County 349 BFA $ 16,000

Facility for Homeless and Santa Fe/SantaFe HB

Below Market Renters County 349 DFA $ 853,000

Construct and Improve Las Cruces/ Dona HB

Veterans' Housing at NMSU Ana County 349 NMSU $ 130,000
HB

Housing Improvements Santo Domingo 349 DFA $ 2,000,000

Homeless Health Care Service HB

Improvement 349 DFA $ 65,000

Construct and Improve

Veterans' Homes (Turtle ToC/Sierra HB

Foundation) County 349 DOH $ 155,000

Constructcommunity-for HB

Linkages (Contractual

Services) HB 2 HSD $ 4,000,000

Transfer of Fed. Funds for

Permanente Supportive

Housing HB 2 CYFD $ 900,000

Espanola Homeless Shelter

Program Espanola HB 2 HSD $ 225,000

New Mexico Mortgage Finance Authority
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Homeless Shelter and Santa Fe/Gallup/
Supportive Housing Program Valencia County HB 2 HSD $ 300,000

Youth Homeless
Demonstration Program

(NMCEH) HB 2 HSD $ 413,000
Housing Program for Re-entry

include. Housing Assistance HB 2 DoC $ 300,000
Total Before Governor Veto $ 15,414,000
Total After Governor Veto $ 13,486,000

New Mexico Mortgage Finance Authority
344 Fourth St. SW Albuquerque, NM 87102 505.843.6880 800.444.6880 housingnm.org
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Staff Actions Requiring Notice to Board
During the Period of March 31, 2020

Department and
Program

Project

Action Taken

Comments / Date Approved

Community Development

Relocation of Western
Regional RAP Award

Transfer of $38,272.44 in unspent funds must
be expended by 6/30/20, therefore these funds
will be moved into the EHAP program to ensure
the funds are expended by the deadline.

Approved by Donna Maestas-
DeVries on 3/10/2020

Community Development

Transfer State Veterans
Rehab matching funds to
the NM Affordable
Housing Charitable Trust

Transfer $177,500 in state matching funds for
the Veterans Housing Rehabilitation and
Modification Program from MFA to New
Mexico Affordable Housing Charitable Trust.

Approved at PC on 3/17/2020

Housing Development State Tax
Credit Program

Oshara Village Phase IV —
Santa Fe HFH

Request Amount: $60,000 in credits for 6 units
at 80% or below of Area Median Income.

Approved by PC 03/17/2020

Servicing

February 2020 Servicing
Quality Control Report

Approval of report issued by REDW — no
findings

Approved by Policy
Committee on March 24, 2020

G:\Board Reports\Staff Actions\Staff Actions 2019
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TO: MFA Board of Directors
Through: N/A
Through: N/A
FROM: Gina Hickman
DATE: April 15, 2020
SUBJECT: Single Family Mortgage Bonds 2020 Series A — Pricing Summary

The 2020 Series A transaction is a new money bond issue which closed on February 20,
2020. The following is a summary of the bond sale:

Structure: The bond issue is a $70.0 million tax-exempt traditional bond issue which
provides for non-AMT serial bonds, term bonds and a premium planned amortization
class (“PAC”) bond.

Marketing: In order to enhance the marketing of bonds to retail investors, our selling
group members participated in the underwriting syndicate, namely, D.A. Davidson & Co.,
Fidelity Capital Markets, Drexel Hamilton, Inc. and UBS Financial Services Inc. New Mexico
retail investors had first priority followed by national retail investors. The underwriting
syndicate submitted $3.4 million in orders and was allotted $3.0 million of bonds. There
was significant demand from retail investors in general; a total of $27.7 million in retail
orders were received of which $6.0 million was New Mexico retail. Though down
compared to 2019 Series F, we continue to see significant interest on recent transactions
both from in-state and national retail investors.

As a result of strong demand overall from investors, the PAC bonds were oversubscribed
5.9 times and we were able to lower the yield by 4 basis points.

Total orders for the bond issue were $269.5 million for both retail and institutional
investors.

Use of Bond Proceeds: The $70.0 million is being used to originate new mortgage loans
and to roll forward a subsidy generated from prior bond issues which helped maintain
competitive mortgage rates. The weighted average mortgage rates are as follows:

Program Government Conventional <80% AMI Conventional >80% AMI
FIRST HOME 3.708% 3.996% 4.448%

Spread: The spread on the transaction is 1.123%. Spread is the difference between the

New Mexico Mortgage Finance Authority
344 Fourth St. SW Albuquerque, NM 87102 505.843.6880 800.444.6880 housingnm.org



The net present value benefit of the transaction is $2.0 million or approximately 2.8% of the
bonds issued.

Investment of Bond Proceeds: Funds from the bond issue are invested in Federal Government
Obligations Fund Institutional Shares through Zions Bank, the General Indenture Trustee.

The attached Exhibit 1 contains a table summarizing more detailed information about the 2020
Series A bond issue as well as bond issue characteristics from other recent single family
issuances for comparative purposes.

Following Exhibit 1 is a comprehensive in-depth “Post Sale Analysis” for 2020 Series A,
prepared by MFA’s Financial Advisor, CSG Advisors.

New Mexico Mortgage Finance Authority
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New Mexico Mortgage Finance Authority

Summary of Recent Bond Issue Characteristics

EXHIBIT 1

For Info Only For Info Only For Info Only For Info Only
2019C 2019D 2019E 2019F 2020A
New Money New Money Refunding New Money New Money
Tax-Exempt Tax-Exempt | Federally Taxable Tax-Exempt Tax-Exempt
Type of Structure Traditional Traditional Pass-Through Traditional Traditional
1 Tax Exempt Bonds $80,000,000( $100,000,000 n/a $120,000,000 $70,000,000
Taxable Bonds n/a n/a n/a n/a n/a
Tax-Exempt Refunding Bonds n/a n/a n/a n/a n/a
Taxable Refunding Bonds n/a n/a $22,725,504 n/a n/a
Total Amount of Bonds Issued $80,000,000| $100,000,000 $22,725,504 $120,000,000 $70,000,000
2009 Series D,
2 Bond Issue(s) Refunded n/a n/a 2009 Series E n/a n/a
MFA Subsidy*/Benefit-(New $4.49 $3.43
Available)/ Present Value Economic $3.45 million/$2.51 million/$3.36 million/$3.28 $2.6
3 Benefit million million $1.72 million million|  million/$2.0million
4 Original Bond Ratings:
Standard & Poor's None None None None None
Moody's Aaa Aaa Aaa Aaa Aaa
5 Pricing Date(s) 4/10/2019 7/9/2019 7/9/2019 10/2/2019 1/22/2020
6 Bond Closing Date 5/16/2019 8/15/2019 8/15/2019 11/5/2019 2/20/2020
7  Serial Bond Maturities
AMT None None None None None
Non-AMT 1/1/120-7/1/31 7/1/20-7/1/31 None 1/1/21-7/1/32 1/1/21-7/1/32
Taxable None None None None None
8 Term Bond Maturities 7/1/34,7/1/39, 7/1/34,7/1/39, 8/1/40 7/1/34,7/1/39, 7/1/35, 7/1/40
7/1/44,7/1/49 7/1/44,7/1/49 7/1/44,7/1/49 7/1/45,7/1/50
9  Premium PAC Maturity 1/1/50 1/1/50 None 7/1/50 1/1/51
10 Split Between FIRST HOME
Government and Conventional Loans
Government 81% 75% n/a 83% 89%
Conventional 19% 25% n/a 17% 1%
11 Weighted Average Loan Rates+
FIRST HOME - Government 4.563% 4.199% n/a 3.833% 3.708%
FIRST HOME - Conventional <80% 3.996%
FIRST HOME - Conventional >80% 4.631% 4.350% n/a 4.316% 4.448%
12 10-Year Treasury Rate at Pricing 2.48% 2.07% 2.07% 1.60% 1.77%
13 GIC Rates**
Acquisition Fund Rate n/a n/a n/a n/a n/a
Float Fund Rate n/a n/a n/a n/a n/a
14  MFA Contribution at Closing
Cost of Issuance (COI) $715,000 $825,000 $215,000 $1,010,000 $645,000
COl as a % of Bonds Issued 0.89% 0.83% 0.95% 0.84% 0.92%
Negative Arbitrage Deposit $950,000 $990,000 None $1,400,000 $1,000,000
15  Yield Spread 1.123% 1.122% n/a 1.123% 1.123%
16 Administrative Fee (to MFA) 0.180% 0.180% 2.088% 0.180% 0.180%
17 Bond Allocation System Followed*** Yes Yes Yes Yes Yes

*Subsidy was generated by a prior bond issue.

+Weighted average rate of loans in the pipeline.

**The Guaranteed Investment Contract is competitively bid.
***The bond allocation system that is followed is common in the investment banking industry and is as follows:

The lead manager keeps track of when the orders are received which is referred to as an order flow tracking system.
The bond allocation system also dictates that Bonds are awarded to managers prior to any selling group members
even though group members may have entered orders first. In-state retail orders receive first priority, followed by
entered orders first. In-state retail orders receive first priority, followed by orders for the benefit of the group which
are allocated by management fee percentage; next are net designated orders placed though the senior manager
senior manager where the buyer designates the sales credit to specific managers, and finally, member orders
receive the lowest priority.




$70,000,000
New Mexico Mortgage Finance Authority
Single Family Mortgage Program Class I Bonds
2020 Series A (Tax-Exempt) (Non-AMT)

POST-SALE ANALYSIS

KEY RESULTS FOR MFA

Purpose. This transaction is a traditional single-family bond issue with semi-annual interest and principal,
though bonds can be redeemed quarterly from excess revenues. Its purpose, like similar prior new money
transactions is to:

1. Finance new loan production at attractive interest rates for homebuyers,

2. Provide beneficial economics to MFA with as close to the maximum yield spread permitted by the

IRS as possible,
3. Use as few of MFA’s zero participation loans as needed, and
4. Keep negative arbitrage to a minimum.

Additionally, this transaction reallocates zero participation loans from prior series (2019 Series F) well
within the required time of 18 months for which to reallocate loans.

Approach and Strategy. Over the past two years, MFA has used traditional bond structures to finance new
production that did not need a refunding component in order to generate full spread economics. 2018 Series
B, C, D, 2019 Series A, C, D, F and now 2020 Series A are all new-money transactions issued by MFA that
did not include a refunding component. Since early 2018, these series of bonds represent significant
milestones in providing MFA with a balance sheet solution for new production without a form of subsidy
whether refundings or zero participation loans.

From a strategic point of view, MFA has been:

I. Building a loan pipeline by reserving loans, while reviewing expected rates on a traditional bond
structure,

2. Issuing bonds so as to begin financing mortgage-backed securities at bond closing and over a 2
to 3-month origination period, and

3. Protecting itself against rates rising before bonds are sold, by using zero participation interest

subsidies it has earned from past transactions.

Primary Objectives. MFA therefore has three primary objectives:
1. Finance existing production at the lowest yield possible,

2. Use as few of MFA’s approximately $21.5 million of zero participations (prior to issuing 2020A)
as possible to achieve full spread, thus preserving more zero participations for future production,
and,

3. Raise bond premium in order to generate proceeds to help fund the purchase of the MBS from the
servicer at 101%, to fund cash flow lag, and to fund the costs of issuance of the transaction.

Structure. The 2020A bonds:

e Included bond proceeds sufficient to finance $70+ million of new pipeline production and provide
sufficient proceeds to use and store zero participations,

e  Were structured with serials bonds, term bonds and Planned Amortization Class (PAC) bonds,
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Sold the PAC bonds with a total premium of $2,734,480, which when included with $24,737.50 of
premium from the 2050 term bond provides additional funds to purchase $70.7 million of MBS, and
fund all of the costs of issuance. Given the large amount of premium raised, the issue is being
overcollateralized by $0.7 million of new MBS, which strengthens the cash flows of the indenture and
will provide MFA with excess assets in the future.

Were priced 5 weeks prior to closing, enabling MFA to lock in its borrowing cost sooner as well as
finance more of its pipeline production prior to closing; thus reducing both interest rate risk and
negative arbitrage,

Allowed for either GNMA, Fannie Mae (FNMA), or Freddie Mac (FHLMC) MBS depending on
MFA’s loan pipeline,

Provided MFA with an optional par call in just more than 9 years if it proves profitable to redeem the
bonds in the future,

Deposited $1.0 million of Authority funds in a negative arbitrage account for securities — including
those to be financed by the zero participations — that had not yet been originated by bond closing. We
expect most or all of MFA’s funds to be transferred back to MFA within 12 to 18 months.

Results. The bond structure consisted of three major components: non-AMT serial bonds, term bonds and

a premium PAC bond.

1. Yields. The bond yield (true interest cost) was 2.386% assuming 100% FHA prepayments.

2. Use of Zero Participations. In order to achieve full spread, 2020A created approximately $3.2 million
in zeros, leaving $24.7 million in zeros for future bond issues (assuming participation with a future
issue in 4 months).

3. Net Economic Benefits. The transaction’s projected net present value before zeros was $2.0 million at

150% PSA prepayment speed, or approximately 2.8% of the bonds issued. Including the impact of
zeros created, the net present value was $2.6 million (including the effect of the timing of zeros in and
out as well as the loan rate of such zeros).

Bond Results. Following are key highlights:

1.

Timing. The bonds were priced on Wednesday, January 22™ with a retail order period in the morning
followed by an institutional order period that afternoon.

The housing bond calendar was robust in the weeks leading up to the pricing of 2020A. Given the
favorable execution of issuing bonds, housing bond issuance in 2019 totaled $25.4 billion, an increase
of 20% over 2018. The favorable rate environment and demand for municipal bonds has caused
housing bond issuance to get off to a strong start during the first few weeks of 2020 as well.
e During the week of January 13", 4 state HFAs (Ohio, Indiana, South Dakota and Colorado)
priced single family mortgage revenue bonds.
e During the week of January 20", 3 state HFAs (New Mexico, lowa, and Minnesota) priced
single family mortgage revenue bonds, with lowa (led by Morgan Stanley) pricing the day
before MFA, and Minnesota (led by RBC) the day after.

On the pricing date of January 22", the 10-year Treasury was unchanged at a 1.77% yield. The
municipal market in terms of MMD rates was also unchanged on the day. See “Market Details” below
for a full description of the market leading up to the pricing date.
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Retail Interest. A separate 2.5-hour retail order period was established with first priority to orders
from New Mexico retail investors and second priority to national retail investors. This resulted in a
total of $27.6 million of retail orders ($6.0 million of New Mexico retail); a reduction in retail order
compared to 2019 Series F sold last fall (though on 2020A bonds of $70 million versus $120 million
in 2019F). $17 million of the 2020A retail orders were for serial bonds, resulting in a sufficient amount
of orders to fully subscribe all serial bonds with the exception of (3) serials totaling $675k in unsold
balances. Both maturities in 2021 were reduced in yield by 0.05%. Though down compared to 2019F,
this continues solid retail demand seen on recent transactions both from in-state and national retail
investors.

2. [Institutional Interest. In all, institutions put in orders totaling $230.4 million, $166 million of which
were for the PAC bonds. Investor interest for the $28.0 million in PAC bonds was strong with 5.9x
orders from end investors (including (4) orders for all the bonds). As a result of the robust demand
from investors as reflected in the oversubscription, the yield on the PAC bonds was lowered by 4 basis
points to a 1.45% yield and a very attractive spread to MMD (+0.56% over the 5-year MMD). The
yield on the PAC bond was the lowest nominal yield achieved on any PAC in years.

Institutions also placed orders totaling $64 million for the four (4) term bonds. The 2035, 2040, and
2045 term bonds were subscribed for by 2.3x, 2.9x, and 2.0x, respectively. The 2050 term bond was
subscribed for by 2.7x. RBC knew that sufficient investors would keep their orders if the yield was
lowered and thus, the 2050 term bond was adjusted to a slightly premium (100.25%) for a yield to call
0f 2.97%, 0.03% lower than the 3.00% yield offered during the order period.

3. Selling Group. To enhance the order flow particularly with retail investors, four selling group
members were included in the underwriting syndicate for 2020A, continuing the same group from the
last four transactions as well. Selling group members included D.A. Davidson, Drexel Hamilton,
Fidelity Capital Markets, and UBS; Drexel Hamilton was a new selling group member. See below for
orders and allotments from the selling group, of which UBS brought the most orders to the pricing:

RETAIL ORDERS BY SELLING GROUP MEMBER (THOUSANDS):

Selling Group Member Orders Allotments
D.A. Davidson & Company $ 930 $ 930
Drexel Hamilton - -
Fidelity Capital Markets 2,345 2,010
UBS 75 75
TOTAL § 3350 $ 3015

The selling group was useful to the issuance in terms of generating additional retail interest, as it
brought orders totaling 5% of the total amount of bonds sold (8% of the total bonds sold excluding the
PAC bonds). Fidelity led the selling group in orders, followed by D.A. Davidson.

4. Comparable Transactions. The 2020A PAC bonds priced extremely well and at spreads to MMD
comparable or better to other recent HFA issues in the market. The most direct comparable for the
2020A bonds was the $61 million non-AMT lowa issue that priced the day before 2020A. MFA’s
serials bonds 2028 through 2031 priced at the same coupons as lowa with the 2032 serials 0.05% lower.
MFA’s term bonds in 2035 and 2040 were sold at the same coupon and spread as lowa (2.50%, 2.70%).
As for the PAC bonds, MFA achieved a yield of 1.45% and a spread of +56 to MMD, 0.06% better
than Iowa’s PAC bond at a spread of +0.62%, and 0.04% better than Minnesota’s PAC bond that priced
the day after MFA (spread of 0.60%). Minnesota priced the day after MFA and achieved lower rates
on several serials and each of its term bonds largely due to favorable in-state demand for municipal
bonds. Despite the greater in-state demand in Minnesota, MFA’s PAC bond as mentioned above
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outpriced Minnesota’s PAC bond.

See Section 3 for detailed pricing comparables of all recent tax-exempt traditional bond issues priced
around 2020 Series A.

MARKET DETAILS

Key Dates: Institutional Order Period: Wednesday, January 22, 2020
Closing Date: Thursday, February 20, 2020

Economic Calendar. The day prior to the sale, [SM manufacturing data was released and reflected the
lowest reading since 2009, which drove treasury and municipal rates lower for the day. On the day of sale,
ADP’s employment report was issued reflecting an estimated 135k in private payroll growth for September,
a respectable figure. The week prior to the sale, U.S. economic data was mixed, driven by weakness in
consumer spending and consumer confidence. Having a larger impact on the market and bond yields were
on-again, off-again trade rumors between the U.S. and China ahead of key diplomatic meetings late in the
week.

Treasuries. On January 22" when 2020A priced, 10-year and 30-year treasury yields ended the day at
1.77% and 2.22%, higher than the 1.60% and 2.08% yields on October 2", the date the 2019F bonds were
priced.

Interest rates have been driven over the last few months by the continuing economic uncertainties about the
trade war between the U.S. and China. The 10-year rose to 1.92% at the end of 2019, however, rates have
declined throughout January, with continued global economic worries driving investors to the safety of
treasury bonds.

The yield curve has flattened out dramatically compared to prior years. The difference in the yield between
the 1-year and 10-year yield is currently only 0.16% compared to 1.06% at the beginning of 2018. The
difference between the 1 year and the 30-year Treasury was only 0.51%.

Municipals. During 2019, municipals generally outperformed Treasuries, with the 10-year MMD/Treasury
ratio dropping to the mid-70% range for the first time in years. Buyers have turned to municipal bonds to
offset the limited deductions for state and local taxes. In fact, demand for municipal bonds throughout 2019
was so strong that inflows into muni funds exceeded $93 billion surpassing previous annual records, while
being the first year to record fund inflows every week throughout the year.

Starting in the summer, however, the most recent global rush to quality drove Treasury yields down more
than municipals, and the 10-year MMD/Treasury ratio has returned to more typical levels in the mid-80%
range. Long-term buyers became reluctant to buy municipal bonds at such low absolute yields, especially
given market volatility at the time. In more recent months, demand for long bonds has increased.

Important market factors include:

e Supply and Demand. Despite lower federal tax rates, with fewer tax-advantaged investment
alternatives demand for municipal bonds from both retail and institutional investors has
continued to exceed supply, reflected by 2019’s record $93 billion of net positive inflows of
investments into municipal mutual funds competing for new issue volume. The appetite for
municipal bonds from electronically traded funds, domestic banks, and mutual funds has
remained strong.

o Less Upward Pressure on Rates. With the pace of US economic growth easing throughout
2019 as well as softening economies in China, Europe, and emerging market countries, the
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Federal Open Markets Committee enacted (3) short term rate cuts totaling 0.75% from July to
October 2019. Heightened tariff uncertainty has spurred volatility in the capital markets,
undercutting investor comfort in committing to longer maturities and prompting a flight to the

safety of treasuries.

TABLE 1: COMPARISON OF RATES IN RECENT TRANSACTIONS

Date 10 Year 10 Year l"lYf’ z;llls)u:'(; 30 Year 30 Year TNf' le\s:?u:g'

Treasury MMD Ratio Treasury MMD Ratio
2018 C 8/6/18 2.96% 2.49% 84.1% 3.11% 3.08% 99.0%
2018 D 11/1/18 3.14% 2.75% 87.6% 3.38% 3.40% 99.4%
2019 A 1/17/19 2.75% 2.20% 80.0% 3.08% 3.04% 98.7%
2019 C 4/10/19 2.48% 1.92% 77.4% 2.90% 2.67% 92.1%
2019 D 7/9/19 2.07% 1.61% 77.7% 2.54% 2.28% 89.8%
2019 F 10/2/19 1.60% 1.38% 86.2% 2.08% 1.92% 92.3%
2020 A 1/22/20 1.77% 1.28% 72.3% 2.22% 1.93% 86.9%
Change from + 17 bps - 10 bps -13.9% + 14 bps + 1 bps -5.4%
2019F to 20204
UNDERWRITING

Underwriter. RBC Capital Markets served as senior managing underwriter and Raymond James as co-

manager. As described above, we also had a four-firm selling group.

Underwriting Fees. The underwriter discount of $6.62 per $1,000 bonds is reasonable compared to other
similarly sized issues in the market.

Performance. RBC Capital Markets as book-running senior manager and Raymond James as co-manager
worked well together and achieved good order flow as described above. The strong order flow was

evidenced by the ability to:

1) Generate $258 million in total orders, $166 million in orders for the PAC bond (5.9x subscribed)
which allowed for a yield reduction by 0.04%,
2) Produce sufficient term bonds orders such that MFA was able to outprice lowa’s PAC bond and

meet each of its term bond rates where there were similar maturities, and

3) Generate a strong amount of retail orders ($27.6 million) continuing the strength last seen in the
last several transactions. The four-firm selling group enhanced the sale of the bonds. We would
recommend a selling group on the next traditional bond issuance as well, though may suggest
replacing one or two of the selling group members who have underperformed.
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http://housingnm.org/resources/webcasts






http://www.housingnm.org/homeowners/homeowners-overview
http://www.housingnm.org/homeowners/ach-auto-draft
http://www.housingnm.org/homeowners/ach-auto-draft
http://housingnm.org/homeowners/foreclosure-prevention
https://www.cdc.gov/coronavirus/2019-ncov/about/prevention-treatment.html
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https://mailchi.mp/c2e53bb66c3b/affirmative-fair-housing-marketing-plan-implementation?e=%5bUNIQID%5d
https://www.facebook.com/mfahousingNM/
http://www.twitter.com/mfahousingnm
http://instagram.com/mfahousing
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