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MORTGAGE REVENUE BONDS

TAX-EXEMPT BOND
REQUIREMENTS
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PROGRAM REQUIREMENTS
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New Homebuyers

» 1s-time homebuyer requirement
really 3-year rule
exception for targeted-area lending
exception for veterans (once)
rule applies to each borrower

5% exception S
» same rule for MCCs (except /jgk ?,%.
\

5% exception) ‘E

'
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* principal residence requirement
* based on expectations

« 60-day safe harbor

 only land that provides basic livability

* limited, if any, business use of home

2, 3 or 4-family building is ok with certain restrictions
« same rule for MCCs




« family income limits
« HUD 8§ 8 rules control

* limits for
— small (1-2) families (100% AMGI)
— and large (3+) families (115% AMGI)

* higher limits for targeted areas (120%-140%)
 high housing cost area adjustment (up to 140%)
« same rule for MCCs

%((ﬂ
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PURCHASE PRICE

* purchase price limits
* based on acquisition cost, not loan amount

* |limits based on —
— FHA insurable limits/factor (0.883 in 2023)

90% of such limits, except 110% In targeted areas

higher limits possible if more accurate data
ISsuer study requires separate data for new and
existing

same rule for MCCs




COMPLY |

* Importance of Program Compliance

 asingle non-compliant loan could render bond issue
taxable

* Issuer would negotiate with IRS to avoid its
bondholders being taxed

settlement may be possible, but costly
finding of taxability could jeopardize Issuer

borrowing opportunities or
raise borrowing costs




SAFE HARBOR

 Better alternative....

— safe harbor compliance
 obtain affidavits of borrower, seller
« 3 years tax returns
* have comprehensive program guide
* remove any non-complying loan when discovered

— similar rules for MCCs (but cannot pull the loan)

DELAFIELD & WOODLLP



NON-PROGRAM REQUIREMENTS
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USES

limit on use of bond proceeds for other than
making loans

— costs of issuance (not more than 2%)

— bond reserve fund (not more than 10%)

— down payment assistance ok

12



“TEFRA” Hearing

 public hearing and elected official approval
* newspaper, radio or TV public notice or internet

« 7 days in advance of hearing is safe harbor
» hearing conducted by issuer to get public comment

 highest elected official of issuer’s jurisdiction gives approval
after hearing

13



Yield on Loans

 |limit on interest rates and points charged
on loans

* limit is on yield not coupon
« 1-1/8% over bond yield
* Is aggregate of all loans allocated to bond issue

14



* payments of certain excess earnings to
IRS every 5 years

« called “rebate”
* IS only on non-mortgage loan investments
* pay net excess of earnings over bond yield

DELAFIELD & WOODLLP



Targeted Areas

* Required set-aside of 20% of proceeds for loans
In ‘targeted areas’

 targeted areas are qualified census tracts or ‘areas of chronic
economic distress’

* one year ‘set-aside’
 higher purchase price and income limits for these loans

* Program requirement is active promotion of
product

16



Recapture

* borrower may be required to pay certain gain on
sale of home back to feds
(Recapture)

never more than 6.25% of loan amount

limited to %2 gain on sale

won't owe if income hasn’t increased

won't owe if sale is more than 9 years after purchase
~25 issuers “indemnify” (reimburse) borrowers

17



é/! Reimbursement

 |ssuer must declare “official intent” if it
expends money before bonds are iIssued

 needed if Issuer “warehouses” loans before bonds
are issued

* reimbursement must occur within 18 months of
loan funding

* intent is declared by resolution or similar official
documentation

18
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e certain tax returns must be filed at time of

bond issuance and annually

— within specified time after bonds are issued

— every August 15™, an annual mortgagor report

VAT,
DELAFIELD ODLLP
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Limit on Bonds Issued

Volume Cap

« each State has limit of private activity bonds that
can be issued annually

based on population of State (with small state minimum)
2024: $125 x population or $378,230,000

not just single-family and multi-family housing (12 categories
of bonds use cap)

unused cap may be carried forward for 3 years

20



Volume Cap (continued)

* “new money” bonds, use $1 of volume cap for $1 of bonds

 refunding bonds only use “cap” if bond maturity is extended past certain
limits

« MCCs use $4 of “cap” for every $1 of MCCs

VAT,
DELAFIELD ODLLP



10-Year Rule

* loan repayments must be used to redeem bonds
and not used to re-lend (“10-year rule”)

« generally, won't apply first 10 years
« applies sooner for refunding bonds
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Refundings

» refundings: bond proceeds used to pay off outstanding
bonds

used to lower debt costs of issuer

used to “recycle” at current lending rates

trust indentures dictate when/if old bonds can be redeemed early
certain maturity limits on refunding bonds

DELAFIELD E&EWOODLLP



Unexpended Proceeds

* bond proceeds not used to make loans within 42 months
must be used to redeem bonds

 only applies to ‘new money’ bonds E




DELAFIELD E&WOODLLP

MCCs

Additional MCC program
requirements...
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MCCs

* homebuyer gets credit on income tax
— % of mortgage interest paid (20%-50%) up to
amount of federal income tax for year

— gets credit each year that loan is outstanding,
so long as occupying house as principal

residence

* borrower must be able to use any qualified
lender to obtain loan

26



MCCs

* may not use with tax-exempt bond loan I

« any loan product permitted
* |ssuer may not control source of loan funds

* |ssuer may approve an MCC being
transferred to one assuming loan

« MCC “disappears” when loan is repaid

27



Questions?
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cfX - Optimizing Affordable Housing Finance

NCSHA HFA Institute
MRBs and MCCs 101
January 11, 2024

m Optimizing Affordable Housing Finance
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cfX - Optimizing Affordable Housing Finance

Optimize
Performance * cfX Technology

30 years of continuous investment

Quantitative - Unmatched HFA-specific applications,
Analyses databases and data feed translators

Attention to data security and sustainability
* cfX People

cfX People

Largest group of experienced housing-
focused advisors
. Commitment to the mission and clients
- Reliable, long-term partner

cfX
Technology

@ Optimizing Affordable Housing Finance
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cfX — Current HFA Clients

. 2021

1984 \
(CalVet) \,

w Optimizing Affordable Housing Finance

(SO

NYMA} .

>
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HFA Basics — Business Model

* General business model is simple yet very
effective

* Borrow tax-exempt and lend at an interest rate
greater than the cost of bond debt

 Matched book: loan assets = bond liabilities in
amount and term. Net assets (parity) grow through
positive net income over time (spread from
difference between loan rate and bond rate)

* Simple example: Borrow $100M at 3% and lend
S100M at 4% - match bond and loan principal
amortization

w Optimizing Affordable Housing Finance
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HFA Basics — Business Model

Base

Year 1

Year 5

Optimizing Affordable Housing Finance

Balance Sheet View

0.00M
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0.99M
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10M

200

M Assets

30M

400 Som

M Liabilities

&0M 708

M Net Worth
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oM

95.22M

90.45M

100M

100.00M

100.00M

99.23M

98.24m

110M
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HFA Basics — Business Model

Income Statement: Year 1

Bond Interest Expense
2.98M

Net Worth
0.99M

Income Statement: Year 5

Bond Interest Expense
14.32M

@ Optimizing Affordable Housing Finance
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Business Model Complexity

* Several factors lead to added complexity of HFA
business model

e Scale: 40-50-year program history — billions of assets
and liabilities

* Optionality: 30-year fixed rate mortgages can be
prepaid without penalty at any time during the life of
the loan

 Compliance: IRS rules and regs create compliance
obligations (ex. limit on potential earnings).....and
opportunities

* Market: HFAs can only sell debt that investors want to
buy and lend at rates that are competitive

* Credit: loan delinquency and foreclosure rates effect
borrowing costs and capital requirements

w Optimizing Affordable Housing Finance



Parity Indenture

* To manage business complexity efficiently, most
HFAs issue bonds in a parity indenture

* All assets support all liabilities now and into future

* Legal structure — flexibility for issuer vs investor
acceptance

* Growing parity to manage difficult market and credit
environments

* Rating agencies require stress cash flows to support high
credit ratings — parity needed to “pass” stress tests

* Open structure allows for volume cap preservation and
tax compliance optimization

w Optimizing Affordable Housing Finance
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Parity Indenture — No vs Expected Prepayments

ABC Housing Finance Authority: Single Family Housing Bonds
Dutstanding Assets and Liabilities
Mo Prepayments & Expected Prepayments Scenarios
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£1, 5000
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cf¥ Analytics
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Parity Indenture — No vs Expected Prepayments

ABC Housing Finance Authority: Single Family Housing Bonds
Income Statement Flows
No Prepayments & Expected Prepayments Scenarios
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Parity Indenture — No vs Expected Prepayments

$120M

$100M

$80M

SEOM

Mo Prepayments

SE0M

Expected Prepaymants

$20M
$0M

cf¥ Analytics

@ Optimizing Affordable Housing Finance

M Total Inflows

BABC Housing Finance Authority: Single Family Housing Bonds
Combined Revenue Fund Inflows & Outflows (Annual)
Mo Prepayments & Expected Prepayments Scenarios

Other Outlays

2040

M Redeemed Prin | M Scheduled Prin

2045

M Bond Interest

2050

2055
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Parity Indenture — No vs Expected Prepayments

ABC Housing Finance Authority: Single Family Housing Bonds
Bond & Mortgage Principal Payments (Annual)
No Prepayments & Expected Prepayments Scenarios
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@ Optimizing Affordable Housing Finance
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Conclusion

* Original HFA business model has benefited
borrowers and HFAs over time

* The ability to generate spread and grow parity has led
to strong financial performance and program

development

e Below market interest rates
 High LTV lending
« Down payment assistance programs

e Parity indentures help grow wealth and manage
complexities of the mortgage lending business and
economic cycles

w Optimizing Affordable Housing Finance
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Housing Market Overview




Housing Affordability

Home Price Index
Average 30-year Fixed Rate Mortgage

350 10%
== National Home Price Index —30-Year Fixed Rate Mortgage Average

9%

300
8%
250 7%
6%
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5%
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?\u '\' 4%
100 Vi 3%
2%
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1%
0 0%

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Source: Federal Reserve Bank of St. Louis.
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The GFC and Housing Construction

Units Under Construction

Millions
3.0

— Single Family Units — Multi Family Units
2.5
2.0
1.5

1.0

0.5

0.0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Source: Federal Reserve Bank of St. Louis.
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Optimal Single-Family Executlon
___Fed Balance Sheet — Mortgage-Backed Sec

R HHWWIWHHHHHHHW

10-YR Municipal Market Data and 10-YR UST Yields

WA
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MRB Economics




MRB Economics
Mortgages / MBS

DPALs

Mortgage Revenue Bond

Lender Comp / SRP

| Mortgages /MBS
___ DPALs
v

U

Mortgage Yield=6% || MRB Bond Yield =4.5%

—

[ Yield Spread = 1.5% ]
p

How is the yield of a MRB determined?

~
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Factors Reflected in Cost of Funds

¢ Rating

e TSY yield curve

e | iquidity
e Recent MRB premium

prices (comps)

e | oan collateral

e Diverse

e State scarcity iact
objectives

e Rate outlook
® Tax brackets

Economic
Metrics

8 % BARCLAYS



MRB Investors
.~ Retal

Professional Mutual Funds

Individuals SMA | ETFs

Bank Opportunistic
Portfolios Buyers

% BARCLAYS
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Municipal Holdings by Investors - 2023

Banking Insurance, 10.8%

Institutions, 14.6% Households, 43.0%

Other, 1.6%

Foreign
Buyers, 2.8%

Mutual Funds, ETFs & MMFs, 27.2%

10 % BARCLAYS



Housing Bond Investors by Maturity

Short-Term Medium-Term Long-Term
Buyers Buyers Buyers

*Money Market Money Managers Bond Funds
Money Managers Bank Portfolios *Insurance
*Short-term Bond ‘Intermediate Bond -<Hedge Funds
Funds Funds *Opportunistic
‘SMA ‘SMA Funds
*Individual Retail *Individual Retail

1 -5 Years 6 — 15 Years 16 — 30 Years
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MRB Pricing

Municipal Market Data (MMD) AAA Curve provides the

offer side of AAA rated state obligation bonds.

Tax-Exempt MRB Pricing

Tenor AAA MMD Spread (bps) Yield
Benchmark to MMD

15 2.85% + 130 4.15%

20 3.13% + 127 4.40%

25 3.37% + 118 4.55%

30 3.43% + 122 4.65%

12
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MRB with Yields

$100mm Single Family Structure

Tenor = 15 20 25 30
Yield = 4 15% 4 40% 4 55% 4 65%

5
4
3 |

2025 2027 2029 2031 2033 2035 2037 2039 2041 2043 2045 2047 2049 2051 2053

Millions

-

(@)
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Tax-exempt MRBs Provide Better
Execution

MRB vs. TBA Execution

MRB

<

PV

i

TBA

Prepayment Speed
Prepayment Mortgage
Speeds 2litals Portfolio

Lender Comp & Fixed vs. VRDB
Cost of Issuance . :
SRP Financing
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Contact Information

Nicholas Christopher Vakirtzidelis

Email: Nicholas.Vakirtzidelis@Barclays.com

Tel: 212 526 9615
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Disclaimer

This document has been prepared by Barclays Capital Inc. (“Barclays”) for information purposes only. This document is confidential and is for the intended recipient and cannot be redistributed, published, reproduced or disclosed, in
whole or in part, without the prior written permission from Barclays. Moreover, any information provided herein was not prepared for or intended for use by any individual for personal, family or household purposes. This document is an
indicative summary of the terms and conditions of the securities/corporate transaction described herein and may be amended, superseded or replaced by subsequent summaries and is not intended to be used for any personal, family or
household purpose. The final terms and conditions and any applicable risk factors of the securities/corporate transaction will be set out in full in the applicable offering document(s) or binding transaction document(s).

This material has not been produced by the Barclays Group’s research department and does not constitute investment research or a research recommendation for the purposes of Financial Conduct Authority rules or a research report
under U.S. law. The Barclays Group’s research analysts and research departments are independent from Barclays’ banking business and are subject to certain regulations and internal policies. The Barclays Group’s research analysts
may hold and make statements or investment recommendations and/or publish research reports with respect to any company referred to herein, the transactions contemplated herein or any person involved therein or related thereto that
differ from or are inconsistent with the views or advice communicated by Barclays’ banking business.

Prices shown in this document are indicative only and Barclays is not offering to buy or sell, or soliciting offers to buy or sell any financial instrument nor is Barclays providing investment advice relating to such financial instrument or
making a recommendation to buy or sell any financial instrument. Unless otherwise specified, the source for all graphs, charts, and other information is Barclays. Barclays’ databases are derived from various internal and external sources.
Barclays makes no warranty or representation, express or implied, as to the accuracy or completeness of information which is contained in this document and which is stated to have been obtained from or is based upon trade and
statistical services or other third party sources. Any data on past performance, modelling, scenario analysis or back-testing contained herein is no indication as to future performance. No representation is made as to the reasonableness of
the assumptions made within or the accuracy or completeness of any modelling, scenario analysis or back-testing or any other information contained herein. All levels, prices and spreads are historical and do not represent current market
levels, prices or spreads, some or all of which may have changed since the issuance of this document. All opinions and estimates are given as of the date hereof and are subject to change, and Barclays assumes no obligation to update
this document to reflect any such changes. The value of any investment may also fluctuate as a result of market changes. The information herein is not intended to predict actual results and no assurances are given with respect thereto.

The recipient is responsible for making its own independent investigation and appraisal of the risks, benefits, appropriateness and suitability of any corporate transaction or commercial or business matter contemplated by this document.
Barclays is not making any recommendation (personal, family, household or otherwise) or giving any investment advice. The decision to proceed with any corporate transaction or commercial or business action contemplated by this
document must be made by the recipient in light of its own commercial assessments, and Barclays will not be responsible for such assessments. Barclays is not responsible for providing or arranging for the provision of any general
financial, strategic or specialist advice, including legal, regulatory, accounting, model auditing or taxation advice or services or any other services in relation to the corporate transaction and/or any related securities described herein.

Neither Barclays nor any of its subsidiaries or affiliates, nor any of their respective officers, directors, employees, agents, advisors or other representatives (Barclays together with such persons being the “Barclays Group”) accepts any
liability whatsoever for any direct, indirect or consequential losses (in contract, tort or otherwise) arising from the use of this document or its contents or any reliance on the information contained herein. Barclays Group is not responsible for
any specialist advice, including legal, regulatory, accounting, model accounting, tax, actuarial or other advice.

This document does not constitute nor does it form part of an offer to sell or purchase, or the solicitation of an offer to sell or purchase, any securities or any of the businesses or assets described herein or an offer or recommendation to
enter into any business or commercial transaction described herein nor does this document constitute an offer or commitment to provide, arrange or underwrite any financing.

Members of Barclays Group are involved in a wide range of commercial banking, investment banking and other activities out of which conflicting interests or duties may arise. Barclays Group may make a market or deal as principal in the
securities mentioned in this document or in options or other derivatives based thereon. Barclays Group may be on the opposite side of any orders executed for securities or financial instruments that are related to or the subject of this
document. In addition, Barclays Group may also, from time to time, effect transactions for its own account or the account of its clients and hold long or short positions in debt, equity or other securities of the companies referred to herein or
in other financial products and instruments. Unless otherwise expressly agreed or provided for in other applicable Barclays disclosures governing such transactions or required by law or regulation, Barclays conducts these activities as
principal and executes its principal transactions as an arm’s length counterparty. Barclays does not act as a fiduciary in relation to these transactions. Barclays Group operates in accordance with a conflicts of interest policy that identifies
conflicts of interest Barclays Group faces in the ordinary course of its business, and establishes organizational and procedural measures to manage those conflicts where it is reasonably able to do so. Neither Barclays nor any other part of
Barclays Group shall have any duty to disclose or utilize for the recipient’s benefit any non-public information acquired in the course of providing services to any other person, engaging in any transaction (on its own account or otherwise) or
otherwise carrying on its business. Members of Barclays Group, may from time to time act as manager, co-manager, arranger or underwriter of an offering or otherwise, in the capacity of principal or agent, transact in, hold or act as market-
maker or advisor, broker or commercial and/or investment banker in relation to the securities, instruments or related derivatives which are the subject of this document.

NO ACTION HAS BEEN MADE OR WILL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF THE SECURITIES DESCRIBED HEREIN IN ANY JURISDICTION IN WHICH ACTION FOR THAT PURPOSE IS REQUIRED. NO
OFFERS, SALES, RESALES OR DELIVERY OF THE SECURITIES DESCRIBED HEREIN OR DISTRIBUTION OF ANY OFFERING MATERIAL RELATING TO SUCH SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION
EXCEPT IN CIRCUMSTANCES WHICH WILL RESULT IN COMPLIANCE WITH ANY APPLICABLE LAWS AND REGULATIONS AND WHICH WILL NOT IMPOSE ANY OBLIGATION ON BARCLAYS OR ANY OF ITS AFFILIATES.

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES DESCRIBED HEREIN. PRIOR TO TRANSACTING, POTENTIAL INVESTORS
SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE RELEVANT SECURITIES AND ANY APPLICABLE RISKS.

THE INFORMATION CONTAINED HEREIN IS NOT INTENDED TO BE DISTRIBUTED TO ANY PROSPECTIVE OR ACTUAL INVESTORS AND, ACCORDINGLY, MAY NOT BE SHOWN OR GIVEN TO ANY PERSON OTHER THAN
THE RECIPIENT, AND IS NOT TO BE FORWARDED TO ANY OTHER PERSON (INCLUDING ANY RETAIL INVESTOR OR CUSTOMER), COPIED OR OTHERWISE REPRODUCED OR DISTRIBUTED TO ANY SUCH PERSON IN
ANY MANNER WHATSOEVER. FAILURE TO COMPLY WITH THIS DIRECTIVE CAN RESULT IN A VIOLATION OF THE SECURITIES ACT OF 1933, AS AMENDED.

Barclays Capital Inc. is the United States investment bank of Barclays Bank PLC. Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority (Financial Services Register No. 122702). Registered in England. Registered No. 1026167. Registered office: 1 Churchill Place, London E14 5HP. Copyright Barclays Bank PLC, 2024 (all rights reserved).

16 % BARCLAYS



Credit Rating Basics
and Overview of HFA
Bond Ratings

S&P Global Ratings



What is a credit rating?

A forward-looking opinion about an issuer’s (or
program’s) relative creditworthiness.

Likelihood of

. Nature/ t
 Establish a common and transparent global language provisions of PSS

for investors to form a view on, and compare the relative fiaacal
likelihood of, whether an issuer may repay its debts on
time and in full.

» “Credit ratings help facilitate an efficient capital
marketplace. They provide transparent third-party
information that’s not only forward-looking but
standardized for consistency.”

» Personal finance analog: Credit Scores S&P Credit Rating

S&P Global
Ratings 43



Uses of Credit Ratings

S&P Global
Ratings

Additionally, credit ratings provide investors with:

L 1%

Common terminology to Third-party opinions Information to help make
describe different levels of more informed decisions

creditworthiness (e.g., AAA)

JF3

Assistance in understanding and measuring credit risk, and emerging risk types:
sustainability & climate change, cyber risk, technology & digital disruption

Smooth functioning of the capital market enables:
|

People to start and Governments to Manufacturers to build
grow businesses improve infrastructure factories and create jobs

mmEaEn
:- LLEL

44



S&P Global Ratings’ Impact

S&P Global
Ratings

>35,000 Issuers helped to access capital markets

>1 million credit ratings outstanding on government,
corporate, financial sector and structured finance entities
and securities.

$47 Trillion in outstanding debt surveilled

$75 Trillion in debt rated by S&P Global since 2000

45



S&P Global’s Credit Rating Definitions

S&P Global
Ratings

Investment Grade

Non-Investment Grade

\ [

Ratin .
g Description
Category
AAA The obligor's capacity to meet its financial commitments on the obligation is extremely
strong.
AA The obligor's capacity to meet its financial commitments on the obligation is very strong.
More susceptible to the adverse effects of changes in circumstances and economic
A conditions than obligations in higher-rated categories. However, the obligor's capacity to
meet its financial commitments on the obligation is still strong.
An obligation rated 'BBB' exhibits adequate protection parameters. However, adverse
BBB economic conditions or changing circumstances are more likely to weaken the
obligor's capacity to meet its financial commitments on the obligation.
Regarded as having significant speculative characteristics. While such obligations will
BB, B, CCC,|. : : . :
CC. and C likely have some quality and protective characteristics, these may be outweighed by large
’ uncertainties or major exposure to adverse conditions.
An obligation rated 'D' is in default or in breach of an imputed promise. The 'D' rating
D also will be used upon the filing of a bankruptcy petition or the taking of similar action
and where default on an obligation is a virtual certainty, for example due to
automatic stay provisions.
*Ratings from 'AA' to 'CCC' may be modified by the addition of a plus (+) or minus (-) sign to show relative standing within the
rating categories.
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Types of S&P Ratings for HFAS

S&P Global
Ratings

Issuer Credit Ratings (ICRs)

» Reflects the general creditworthiness of

an HFA

. Sometlmes referred to as the “General
Obligation” (GO) pledge of the HFA,
meanlng all Iegal y avallable revenues

» Rated using Methodology And
Assumptions: Housmlg inance
Agencies And Social Enterprise
Lending Organizations, publlshed
Dec. 27, 2016

 Rated Universe: 23 HFAs
* Information sources: audited financials,

guestionnaires, conversations with HFA

management

« Criteria framework: Financial strength
(capital adequacy, profitability, asset
quality, liquidity);"Management,

egislative mandate, or federal
designation; and Economy

Program/Issue Ratings

» Reflects the credit strength of an HFA
program/indenture/resolution

» Covers bonds backed by pools of
mortgage loans on residential properties,
which are typically established and
overseen by a state or local HFA

» Rated using the Methodology For Rating
U.S. Public Finance Mortgage Revenue
Bond Programs (MRBP), published Oct.
10, 2022

« Rated Universe: 73 program ratings

 Information sources: cash flow runs,
guestionnaire, periodic disclosures,
conversations with HFA management

« Criteria Framework: Legal framework
analysis; Program management &
operational risk analysis; Credit quality of
the asset pool; Cash flow analysis;
Modifiers & holistic analysis; Application of
other criteria

47



Mortgage Revenue Bond Programs

n ﬂ + @ 7 3 {N_% ?f Programs with predominantly
Median MRB ~ “ Ty

68%
Frogram ratings
program rating across 34 states
32%
94.1 vil O
bl 100% -
0 . —_—
(&

1 5)
Par amount of \Z'i MRB programs with a

——

. ] Singla-famil Multifarmily
dabt outstanding — | stable rating outloak o g !

loans loans

§OY == ATA AN

87% 4.6% 121% 115%

Programs with no
program management
or aperational risk cap

Median credit Median minimum Median net AL
loss AL parity parity after losses

Data as of July 13, 2023, AS L --Asset-liability. MRB--Mortgage revenue bond. Source: S&F Global Ratings.
Copyright @ 2023 by Standard & Poor's Financial Services LLC. All rights reserved.

S&P Global
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HFA Ratings In Perspective
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Single-Family MRB Stats

By the numbers: mortgage revenue bond single-family and hybrid programs

F, "
!
(L))
AA+ O 119%
L -.V_-' '-,'_#__r-.';
Median single-family Median minimum
program rating AJL parity

60% | 4.5%

Median insurance Median credit
recovery rats loss

a0 Al

49.8% 24 years

Median of loans hedian loan term
< byears seasoned to maturity

s
4

Median ratio of S
MES to whole loans

4.21%

P
—_ -

== Median weightad ‘ M ]
avarage loan rate

[

L
P
[ )
h, S

4.6% 0.7%

Median 30-day+ Median
delinquency rate foreclosure rate

Data as of July 13, 2023. A/ L--Assat-liability. MRB--Mortgage revenue bond. Source: 3&F Global Ratings.
Copyright © 2023 by Standard & Poor’s Financial Services LLC. All rights reservad.
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Multifamily MRB Stats

By the numbers: mortgage revenue bond multifamily programs

AA+ Nt 1 23 A) K“ A 9 .4 A)
Median multifamily o Median minimum Median e ——
program rating ASL parity credit loss ———

neutral risk)

1 .1 1 I:_ — . (with 1.00 being 2 0 % (at 'AAA' level)

Median base credit o \ Meadian insurance
loss multiplier recovery rate

Data as of July 13, 2023, A/L--Asset-liability. Source: S&P Global Ratings.
Copyright @ 2023 by Standard & Poor's Financial Services LLC. All rights reserved.
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S&P Rating Process Overview

* Rating requested & documents submitted
Pre- + Scheduling and logistics
Evaluation * Initial due diligence

Contract &

« Management meeting/call with senior staff may be
Management necessary

WECTERIE - Follow ups for data, questions, clarifications
Analysis « Internal evaluation of relevant credit factors under
criteria

Rating * Rating committee of senior analysts
Committee discusses criteria factors
Review * Majority vote determines outcome

* Issuer reviews rating report

N[o]ijile=1i[e]a- A * ISsuer’'s comments, if any,
Publication are incorporated

* Release rating and
publication

Annual

Surveillance

S&P Global
Ratings

52



Other Things to Know About S&P’s Ratings

« An assortment of personnel on various S&P teams play a role Iin
generating a given rating

» Timelines to produce a rating vary by sector, security, and analyst/team
capacity

 Avoid the “F-word” (fees) when interacting with your analysts!
» Analysts are strictly prohibited from “structuring” transactions

« A criteria RFC provides a formal method to provide feedback, but S&P
Global Ratings accepts feedback on criteria 365 days/year

S&P Global
Ratings
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Mortgage Revenue Bond Program (MRBP) Methodology

Program
Management & Credit Quality Of Modifiers & Application Of
Operational Risk The Asset Pool Holistic Analysis Other Criteria
Analysis
-- Sufficiency of
Legal risks are Projected loss precged sasee )
esgummciently B oI assr?:lmptions for cover rating level — Liquidity reserves
mitigated to assign achlovabls ra: the asset pool at stress scenarios = Niarket bosition
and maintain a under tt ng each rating level — — Reliance on HFA pos
[etig st Grees Eiieria bplts, S caen support to maintain - Holistic analysis
eria analysis hedging
arrangements

Source: S&P Global Ratings.
Copyright © 2022 by Standard & Poor's Financial Services LLC. All rights reserved.
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What we saw in 2023 will be similar to 2024 trends

S&P Global
Ratings

2023 Outlook: Stable

HFA balance sheets remained strong, with sufficient liquidity

Single-family MRB programs strengthened in the past year as prepayments slowed and
origination increased.

Multifamily MRB program A/L parity declined in the past year but remained strong, as HFAs
used program equity to help finance affordable multifamily developments.

Delinquencies continued to decline

» 90 days through foreclosure equaled 1.1% as of Q2 2023, lower than 1.6% national rate for all loans
and significantly lower than the 3.7% Mortgage Bankers' Assn. national rate for FHA loans.

DPA has continued to be an integral part of HFA financing
— Approximately 60% of them in 2022, compared with 41% in 2017, offered some form of down payment
assistance to more than 90% of home buyers.

— As demand swells and changes, many agencies are adapting their DPA programs. Changes include
Increases in income limits, assistance amounts, and creation of new first-generation programs

— In addition, many state legislatures are allocating more money for HFAs to create or expand their DPA
offerings.
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What we saw in 2023 will be similar to 2024 trends

2024 Qutlook: Webinar scheduled for Jan. 25 at 2:00 p.m. ET

« S&P Global Ratings expects the U.S. economy to expand 1.5% in 2024 but with rising costs of capital,
unemployment is likely to increase to 4.6% in 2025

» We anticipate low-to-moderate income and first-time homebuyers will continue to be faced with higher interest
rates and low inventory that further erodes purchase power

— DPA will be become even more integral as part HFA financing

» Higher-for-longer interest rates in 2024 could result in additional debt to bolster supply, however HFAs have
financial footing to support this

— HFA management teams continue to demonstrate the foresight and resilience to steer their organizations profitably
through uncharted territory.
* We expect delinquencies to remain flat

— We have observed stronger credit performance of loans originated or purchased by HFAs, through periods of stress,
relative to other U.S. mortgage loans to borrowers with similar characteristics

S&P Global
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NCSHA’'s MRB/MCC Advocacy

= NCSHA is the principal advocate in Washington for Housing Bonds (both
MRBs and multifamily) and MCCs

= Maintaining and strengthening MRBs/MCCs has long been one of
NCSHA's top priorities

» [nstrumental in preserving the tax exemption for PABs in 2018 tax reform
bill (Tax Cuts and Jobs Act)

» Current NCSHA Action Priority: “Stimulating the development and
rehabllitation of affordable for-sale housing with improvements to
Mortgage Revenue Bonds and Mortgage Credit Certificates through the
enactment of the Affordable Housing Bond Enhancement Act.”
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What Would the AHBEA Do?

e Adopts long-standing NCSHA priorities for strengthening MRBs
and MCCs and frees up more bond cap for affordable housing

e Increases the MRB home improvement loan limit from $15,000
to $50,000 and indexes the limit for inflation

e Allows MRBs to be used to fund refinancing loans

e Permits states to re-designate carryforward authority and use it for either single-
family or multifamily housing during the carryforward period

e Extends the MCC expiration period from two years to four and the MCC
revocation period from one year to two.
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What Would the AHBEA Do?

 Changes the MCC benefit calculation to a simple percentage of
the original loan balance

* Reduces the time period for the MRB and MCC recapture tax
from nine years to five

e Eliminates MCC lender reporting requirement
* Shortens the MCC comment period from 90 to 30 days
e Mandates IRS reporting on states’ use of PAB cap
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Catherine
Cortez Masto
(D-NV)

Bill Cassidy TBD Gwen Moore
(R-LA) (D-WI)
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AHBEA Status

e Cortez Masto and Cassidy introduced Senate bill in June (S.
1805)

e \Working to get Republican lead in House to join Moore In
Introducing House version

e Focus in 2024 on adding cosponsors from both parties

e Look for larger legislative vehicles to advance bill
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More
Information on
AHBEA In the

NCSHA
Advocacy
Center

The Affordable Housing Bond Enhancement Act
(S. 4445 [ H.R. 8184)
Introduced by Sen. Catherine Cortez Masto and Rep. Gwen
Moore
Section-by-Section Summary

The Affordable Housing Bond Enhancement Act, mtrod sced by Senator Catherine Cortez
Masto (C-NV) and Rep. Gwen Moore (C-WI), will expand the supply of affordable hooes and
improve access b homeswnership for ke and maoderate-ineome homebuyers through simple
and impactful improvements to the Mortgage Revenue Bond (MEE) and Mortgage Credit
Certificate (MOC) programs.

MEEs are a type of municipal bond used by state housing finance agencies [HFAs) to finance
leaw-interest matgages for kew - and moderate-income home buyers. [nvestors are willing ta
accept a lower rate of return for Housing Bands than they would get on other investments
because the interest on the bords & exemipt from federal income tax, The lower rate is then
passed on bo lower the interest rate paid by lower-income home buvers. In a tepical year, as
mary as 60,000 families buy their first homes with MBEE mortgages. In total MEBs have helped
aver 5.4 million working households become homebuyers. The median income of BEE loan
borrowers in X021 was &4 percent of the maticnal median ircame.

In additien, HEAs can ako wse their MEE authanty te ssee Motgage Credit Certificates
(MCCs), which provide a nonrefundable federal income tax credit for part of the mortgage
interest qualified home buvers pay each year. The MCOC program is a flesible subsidy source,
which can be adjusted depending on the incomes of different hoames buyers and provides a
relatively constant level of berefit to first-tims home buyers regardless of the spread betwesn
maarket and MEE rates. State HFAs have used MOCs bo provide critical tax relief to more than
56, M0 farnalves.

Section 1: Title
This sectian provides the btle of the bill, “The Affordable Housing Bond Enhancement Act,”
identifies the affected sections of the tax code and provides a table of contents.

Section 2: Annual IRS Reporting on Private Activity Bond Issuance
Congress provides each stabe an amoont of private activity bonds (P#Bs) of which some may be
used Ffor a variety of purpeses including MEBs and MOCs.

2z
NCSHA
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Questions?

Greg Zagorski

Senior Homeownership Policy Specialist
gzagorski@ncsha.org

860-508-4814
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