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History and Overview of the FlexCAP Program

Performance History

Since 1997, HFHI's AAR program has raised about $80 million in loans for over 200 U.S. affiliates.

The annual amounts of the program have ranged from $2 million to $8 million. We are projecting
over $20 million every year.

We have a 100% repayment history and zero delinquency at the investor notes level.

FlexCAP Program Overview

The FlexCAP loan is secured by a pledge of specifically identified partner family mortgages and notes
selected by the affiliate. Affiliates may choose a seven or 10 year loan term — the FlexCAP loan
amount equals the discounted value of payments on the pledged mortgages over the seven or 10
year term. This means that payments on the pledged mortgages will fully cover the principal and
interest payment on the FlexCAP loan.

The affiliates also pay a fixed interest rate on the loan.

The pledged mortgages are held in trust managed by Wells Fargo. If an individual mortgage needs to
be replaced, the affiliate can substitute another mortgage with the same or greater monthly payment.

The affiliate makes monthly installment repayments via automatic withdrawal to HFHI.

At the end of the seven or 10 years, the affiliate gets the notes and mortgages back.
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New FlexCAP Program

New

Pledge/Loan Pledge/Loan

Amount $8 million a year Over $15 million a year

Rates™ 3.5-4% 5.5% for 7 years and 6.5% for 10 years
Terms [ years 7 or 10 years

Amort Amortizing quarterly Amortizing quarterly

Reserve One quarter payment One quarter payment

Timing 6 months closing 3 months closing

Offerings 1 offering a year 2-3 offerings a year

CF Test 115% 105%

Prepmts  Allowed after 3 years Allowed after 1 year

Process Manual application/Assignment Electronic application process/UCC Filing
Fees** None $1,000-8,000 processing fee

Note:*Final rates subject to investor approval. **Loans under $100,000 = 51,000 fee; loans from $100,000-5400,000 = $3,000 fee; loans
from $400,000-5750,000 = 55,000 fee; loans above 5$750,000 = 58,000 fee 3



FlexCAP Eligibility Criteria

1. Affiliate must have Net Assets more than $250,000.

2. Affiliate must have at least 10 mortgages that are performing
(mortgages that are less than 60 days delinquent) in their portfolio.

3. Affiliate must have two years of annual audited financial
statements.

4. Affiliate cannot sell or pledge more than 60% of mortgages in their
portfolio that are performing (mortgages that are less than 60 days
delinquent) to HFHI or other investors.

5. Affiliate must be in good standing with HFHI.
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Timeline — FY 2009 and 2010

Flex Cap Application Date Closing Date

Offering #1 December 2008 April 2009
Offering #2 June 2009 October 2009
Offering #3 February 2010 May 2010
Offering #4 June 2010 October 2010
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Contact Info

Email us at:
flexcap@habitat.org

Jason Dehaven

Lending Resources Manager
(229) 410 7988

jdehaven@habitat.org

Donna Golden

and Lending Resources

(229) 410-7514

dgolden@habitat.org

Cindy Song

Director of Capital Expansion
and Financial Services

(404) 420-6722

csong@habitat.org
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Sue Henderson

Director of Government Grants Associate General Counsel

(404) 420-6796

shenderson@habitat.org

Janee Wilson Key

FlexCAP Financial Analyst
(404) 733-3078

jwilsonkey@habitat.org



New Markets Tax Credits

e HFHI Allocation / Other Transactions

* Investors Provide Equity — Take Income Tax
Credits Over 7 Year Period

 Credits are generated for investments in
qualifying projects

 Habitat Affiliates — 2 ways to qualify
— Location of Affiliate Operations

— Location of Homes (120% AMI)
/Qualifying Residents (80% AMI)
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New Markets Tax Credits

 Purpose — leverage existing assets and
cash

« Example:
$200,000 Cash
$800,000 Assets (Homes/Land)

$240,000 NMTC Equity
7 Year Reporting Period
 Loan Structure
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New Markets Tax Credits

 Recapture Liability
e Collateral for Loan
e Documentation of Income Limits

« Building Location
http://www.novoco.com/new_markets/reso
urces/ct/

 Audited Financial Statements/Projections
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NSP Program

e Purpose: Stabilize communities suffering from foreclosure
and abandonment

e Title Ill of Housing and Economic Recovery Act

e Must use at least 25% of funds for families at or below
50% (not exceeding 120%)

e Uses:
— Establish financing mechanisms
— Buy and rehab abandoned/foreclosed houses and properties
— Establish land banks for foreclosed homes
— Demolish blighted structures
— Redevelop demolished or vacant properties
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NSP Grant Awarded

* Habitat received $2.1 million in NSP funds
 Working with Partners for Homeownership

* Buy, renovate and sell up to 20 foreclosed
houses

— 11-12 for sale to Habitat families (<50% MFI)
— 8-9 for sale to PfH families (up to 120% MFI)
— Targeted neighborhoods in 27107 zip code
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NSP Grant Process

e Joint project management team to be
developed

e Organize renovation arm of construction staff
e Additional audit/financial requirements
e 24-36 month timeline

e Also part of county grant
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Special Considerations

e Understand program income guidelines
 Need familiarity with CDBG, HOME funds
 Heightened public interest, scrutiny

e Different house products, pricing, homeowner
desires and expectations

* |ncreased workload
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Benefits of NSP

e Additional funding

e Collaboration with another housing provider

* Move into rehab

 Broaden scope and experience of affiliate

e Stabilize neighborhoods with prior investment
e Positive public reaction
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