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Directors Present:

Director Absent:

Draft Minutes
Connecticut Housing Finance Authority
Board of Directors’ Meeting No. 482
December 16, 2010

Orest T. Dubno, Vice Chairperson of the Board

Alan Cicchetti, State Banking (representative of the Banking Commission)

Jeffrey Freiser

J. Scott Guilmartin

Meghan Lowney

Michael Lyons

Joan McDonald, Commissioner of the Department of Economic and
Community Development

Michael Meotti

Kimberly Neilson

Howard Pitkin, State Banking Commissioner

Diane Randall, Chairperson of the Mortgage Committee

Howard Rifkin representing Denise Nappier, State Treasurer

Philip Smith representing Brenda Sisco, Acting Secretary, State Office of
Policy and Management and Chairperson of the Finance/Audit
Committee

Rolan Joni Young, Chairperson of the Board

In the absence of the Chairperson of the Board of Directors (the “Board”), Mr, Dubno called the
meeting to order at 10:05 a.m. in the Boardroom of the Authority’s offices, 999 West Street,
Rocky Hill, Connecticut.

Mr. Dubno noted that the only public comment was received in the form of an e-mail from
Attorney Erin Boggs from the Connecticut Fair Housing Center. Copies of the e-mail were
distributed to the Board.

Mr. Dubno asked the Board to consider the items on the consent agenda.

Upon a motion made by Ms. Randall, seconded by Mr. Pitkin, the Board members
voted in favor of adopting the following consent agenda items (Ms. McDonald,
Mr. Meotti, and Mr. Smith were not present for the vote):

° Approval of Minutes:

o November 18, 2010

° Reports accepted:

2010 Series D, E, F & G Bond Issue

Monthly Budget Tracking Report

Delinquency Report

Internal Audit Report

Multifamily Tax-Exempt Bond and 4 Percent Low-Income IHousing
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Tax Credits

Multifamily 9 Percent Low-Income Housing Tax Credits
Supportive Housing Initiatives Pilots and Next Steps
Bridgeport Investment Program

CT FAMLIES, EMAP and HERO Programs

Mr. Dubno asked Mr. Craford, CHFA Executive Vice President, to discuss the Request for
Proposals (“RFP”) for quantitative services for bond issuance structuring, rating agency cash
flow projections, IRS arbitrage certifications and budget allocation analysis. Mr. Craford
explained that these services are the basis for the structuring and restructuring of all CHFA’s
financial debt and arbitrage calculations. He stated that CHFA advertised extensively and
received two responses. After reviewing and discussing the two responses to the RFP, Mr.
Craford stated that the Finance/Audit Committee and staff recommend the retention of ¢fX. He
indicated that CHFA has worked closely with cfX for approximately 19 years, and cfX has
consistently done an excellent job. Mr. Lamb from Lamont Financial Services Corporation,
CHFA’s financial advisor, was invited to comment on the recommendation. Mr. Lamb stated
that the support provided by c¢fX in connection with the economic crisis helped CHFA raise its
rating capital, which gives it a better margin to maintain its AAA bond rating and enables it to
operate better. He mentioned that the Finance/Audit Committee requested the negotiation of a
lower fee if possible, and negotiations were successful, which taken with the lower fee they
proposed and additional services they are providing results in an annual fee that is approximately
15 percent lower than the fee paid in 2010. Mr. Smith arrived during this discussion.

Upon a motion made by Mr. Guilmartin, seconded by Mr. Pitkin, the Board voted
in favor of adopting the following resolution regarding quantitative services for
bond payment projections and rating agency certification (Mr. Meotti and Ms.
McDonald were not present for the vote):

RESOLUTION REGARDING
QUANTITATIVE SERVICES FOR BOND PAYMENT PROJECTIONS
AND RATING AGENCY CERTIFICATION

WHEREAS, pursuant to Section 8-249 of the Connecticut General Statutes, the Authority
has solicited proposals for quantitative services for bond payment projections, rating agency
certification, arbitrage and tax related calculations and other bond related analyses; and

WHEREAS, based upon its review, the Authority has determined that ¢fX Incorporated
has demonstrated the requisite expertise to be selected to perform said services for the Authority.

NOW THEREFORE, be it resolved by the Board of Directors of the Connecticut
Housing Finance Authority as follows:

Section 1. That c¢fX Incorporated be retained by the Authority for quantitative
services for bond payment projections, rating agency certification, arbitrage and tax related
calculations and other bond related analyses for a period of up to three calendar years,
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Section 2, The President-Executive Director is hereby authorized to negotiate
reasonable contract terms and fees with cfX Incorporated.

Section 3. This resolution shall take effect immediately.

Mr. Craford stated that the representatives from the underwriters were available to answer
questions on the 2010 Series D, E, F & G bond issues. There were no questions and nothing else
to report from the Finance/Audit Committee. Mr. Dubno asked Ms. Randall to provide the
Mortgage Committee report. Ms. Randall noted that the Mortgage Commitiee met and
recommends the approval of all the resolutions being presented to the Board for consideration

Ms. Randall asked Michelle DeRosa, CHFA Asset Manager Il to review the recommendation
for a loan restructure and financing for Parish Court, a 100-unit affordable elderly development
owned by Church Housing for Fairfield, Inc., a non-profit entity. Ms. DeRosa mentioned that 77
of the units are project-based section 8, and the remaining 23 units arc market rate. She stated
that the borrower has two CHFA loans that are current. The balance on the first note is
approximately $603,769 and matures in 2016, and the balance on the second note from
replacement reserves is approximately $52,000 and matures in four years. The development was
built in 1975 and many of the major systems have reached their expected useful life. Ms.
DeRosa stated that the development is heated by electric baseboard heating units, and the hot
water is supplied from electric hot water heaters. All utilities are included in the rents and paid
for by the owner. Ms. DeRosa mentioned that the net operating income has eroded due to rising
operating costs, and capital needs costs outpacing rental increases resulted in operating deficits.
She indicated that a capital needs assessment was completed and identified that most of the
major systems have reached their expected useful life which include windows, skylights, exterior
doors, roofs, window decks, heat pumps, smoke and fire detection systems, kitchen and bath
renovations, community room renovations and 504 compliance upgrades. Ms. DeRosa stated
that staff recommends combining the existing balances of the first and second notes and re-
amortizing a new 40 year schedule with a 30-year balloon. Staff also recommends a new loan in
an amount of up to $3,750,000, of which approximately $1,875,000 will be provided from
Investment Trust Account (“ITA”) funds, and approximately $1,875,000 from the issuance of
501(c)(3) bonds, which will result in a blended rate of approximately S percent.

Mr. Guilmartin inquired as to whether the heat will continue to be supplied by electricity or
other sources. Ms, DeRosa stated that the management company will be looking into the issue
and considering the costs associated with conversion to an alternate heating source. Mr.
Guilmartin expressed concern with not addressing the electric heaters if the development is
experiencing financial difficulties as a result of high utility costs from the electric baseboard
heating units. Mr. Guliano, CHFA Administrator of Multifamily Asset Management, stated that
the management company has looked into the costs to convert to natural gas but determined that
it is too costly at this time. He explained that the baseboard electric heat system will be used as a
backup for those days when the heat pumps cannot handle the demand. Mr. Guilmartin
questioned whether a cost benefit analysis was performed and noted the importance of knowing
the length of time it would take to recapture the costs associated with conversion to another
energy source. Ms. DeRosa explained that the rents at the development are significantly lower
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than market rents, With a new Housing Assistance Payment contract, rents could be raised and
additional cash flow could be generated. Ms. Kovel, CHFA Chief Housing Officer, explained
that staff is in the process of considering incentives, requirements and/or guidelines for
applicants applying for preservation loans to get some assurances from the owners about
maximizing efficiencies and reducing costs. Mr. Guilmartin noted that he supports the proposal
being presented but has some concern with not having a cost benefit analysis. Ms. Kovel stated
that CHFA does not have the infrastructure to do a full cost benefit analysis for an alternate
energy source for all projects in the portfolio that have capital needs but can include something
in the capital needs assessments. She indicated that staff will develop some requirements for
applicants that request capital needs funding that will define CHFA’s expectations. Ms.
McDonald arrived during this discussion. Mr, Lyons noted that the depletion of revenues has
eroded as a result of the operating costs from the use of electric baseboard heating and electric
hot water heaters; and therefore, it is reasonable for the Board to know how the problem will be
solved. A suggestion was made to require the owner of Parish Court to provide a cost benefit
analysis to CHFA about the use of electricity versus and alternate energy source. Mr. Meotti
arrived during this discussion. Mr. Rifkin noted that heat source is not the only issue. He stated
that when these developments were built, different standards were in place (i.c. insulation
ratings) that can also be addressed to reduce energy consumption.

Upon a motion made by Ms. Randall, seconded by Mr. Freiser, the Board voted
unanimously in favor of adopting the following resolution regarding the loan
restructure and financing for Parish Court, Fairfield, conditioned upon the owner
providing staff with an acceptable cost benefit analysis on the use of an alternate
energy source versus an electric heat source:

RESOLUTION REGARDING LOAN RESTRUCTURE AND
FINANCING FOR PARISH COURT, FAIRFIELD, CONNECTICUT

WHEREAS, the Connecticut Housing Finance Authority (the “Authority”) approved
financing in the original amount of $1,735,000 (the “First Loan”) to Church Housing for
Fairfield, Inc. (the “Mortgagor) for property comprised of 100 units of affordable elderly and
disabled housing of which 77 units are project-based Section 8 and the remaining 23 units are
market rate, known as Parish Court located in Fairfield, Connecticut (the “Development™); and

WHEREAS, the Mortgagor borrowed $62,211 from the Development’s replacement
reserve to pay outstanding utility bills (the “Second Loan™);

WHEREAS, the Mortgagor is requesting a restructure of the First Loan and the Second
Loan by combining the existing balances to approximately $655,669 and re-amortizing a new
40-year schedule with a 30-year balloon payment; and

WIHEREAS, the Mortgagor is requesting additional financing of up to $3,750,000 from
the Authority (the “New Loan™) to fund capital improvements at the Development as set forth
herein and as described in the attached memorandum; and




Draft Board Minutes, December 16, 2010 5

WHEREAS, the Authority desires to provide additional financing to the Development for
the reasons stated and to restructure the First Loan and the Second Loan;

NOW, THEREFORE, be it resolved by the Board of Directors of the Connecticut
Housing Finance Authority as follows:

Section 1. The First Loan and the Second Loan shall be combined to approximately
$655,669 and re-amortized on a new 40-year schedule with a 30-year balloon payment.

Section 2. A New Loan in the approximate amount of $3,750,000 of which
approximately $1,875,000 will be provided from the Investment Trust Account (“ITA”) funds
and approximately $1,875,000 in proceeds from the issuance of 501(c)(3) bonds or from such
other sources and upon such terms and conditions as may be determined by the President-
Executive Director to be in the best interest of the Authority and necessary for the development
of quality affordable housing. The combination of funds will result in a blended interest rate of
5%.

Section 3. The loan restructuring is subject to approval of the U.S. Department of
Housing and Urban Development.

Section 4. Such terms and conditions as may be determined by the President-
Executive Director to be in the best interest of the Authority and necessary for the development
of quality affordable housing.

Section 5. Failure to provide any of the above referenced requirements in a form
acceptable to the Authority by June 30, 2011 shall render this Resolution void and of no further
effect, provided the President-Executive Director may, upon good causc shown, extend the time
for compliance.

Mr. Bourque, CHFA Asset Manager, reviewed the proposed moratorium extension for Vidal
Court, Stamford. He explained that in December 2009, the Board approved a moratorium
extension on the principal and interest payments on the loans for Vidal Court, Oak Park and
Lawn Hill Terrace. The three developments comprise the Stamford Housing Authority’s State
Moderate Rental Housing portfolio and were transferred from the Department of Economic and
Community Development to CHFA in 2003. Mr. Bourque explained that the restructure of the
Oak Park and Lawn Hill Terrace loans were approved by the CHFA Board in June 2010.
However, the restructure terms have not yet been finalized as the Stamford Housing Authority
has requested CHFA to consider language changes that will reflect future development. Vidal
Court is in the second phase of a four-phased revitalization project, and the moratorium on the
development is due to expire December 31, 2010. The Stamford Housing Authority has
requested that CHFA cancel the debt on Vidal Court; but, the request cannot be considered until
the Lawn Hill Terrace and Oak Park restructured terms have been finalized. Mr, Bourque stated
that staff recommends an extension of the Vidal Court moratorium through March 31, 2011 to
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