CalHFA| BOARD OF DIRECTORS

California Housing Finance Agency
Board of Directors

Burbank Airport Marriott Hotel and Convention Center
2500 Hollywood Way, Burbank, CA 91505
Wednesday, March 16, 2011

9:30 a.m.

Roll Call.

Approval of the minutes of the January 20, 2011 and February 8, 2011 Board of Directors
0T Ao ST 1

Chairman/Executive Director comments.

Closed session under Government Code section 11126(a)(1) to consider the evaluation
of performance of a public employee.

Report of the Chairman of the Compensation Committee. (Michael Gunning)

Discussion, recommendation and possible action regarding the amendment of
Resolution 11-01 regarding the Agency’s single family bond indentures and related
financial agreements. (Bruce Gilbertson)

RESOIULION L11-04 ...ttt bbbttt bbb b e b et ee s 145

Discussion, recommendation and possible action regarding the amendment of
Resolution 11-02 regarding the Agency’s multifamily bond indentures and related
financial agreements. (Bruce Gilbertson)

oo LU Lo o 1 0 ST R 165

Update and discussion regarding the status of the Keep Your Home California Program.
(D RICNAIASON).....cvieiice ettt et e s te et e st esbaenbe e esreenteeneeaneenneens 187

Discussion and possible action regarding the audit recommendations of the Bureau of
State AUITS. (STEVE SPEAIS).....ceviiiitiriiitiiti sttt bbbt 209

Table:#205953v1
BdMtg:03-16-11



10.

11.

12.

13.

14.

15.

Update and discussion regarding the Agency’s Business Plan. (Senior Staff)..................... 237

Reports:
A. Homeownership Loan Portfolio Update ..........ccccooeiiiiiiiiiiiece e 257
B. Update on Variable Rate Bonds and Interest Rate SWaps .........cccccovvverenienieeneniinnenns 265

Discussion of other Board matters.
Public testimony: Discussion only of other matters to be brought to the Board’s attention.
Adjournment

Handouts

NOTES***
HOTEL PARKING: Cash @ $10.00 per car, per
entry, pay at gate with no in and out privileges.

FUTURE MEETING DATES: Next CalHFA Board
of Directors Meeting will be May 19, 2011, at the
Holiday Inn Capitol Plaza, Sacramento, California.

Table:#205953v1
BdMtg:03-16-11



STATE OF CALIFORNIA

CALIFORNIA HOUSING FINANCE AGENCY

DH*R

BOARD OF DIRECTORS

PUBLIC MEETING

X e3

Holiday Inn Capitol Plaza
300 J Street
Sacramento, California
Thursday, January 20, 2011
10:30 a.m.

X e3

Reported by: DANIEL P. FELDHAUS, CSR #6949, RDR, CRR

Daniel P. Feldhaus, C.S.R., Inc.

Certified Shorthand Reporters
8414 Yermo Way, Sacramento, California 95828
Telephone 916.682.9482 Fax 916.688.0723
FeldhausDepo@aol.com




2

CalHFA Board of Directors Meeting — January 20, 2011

APPEARANCES

Board of Directors Present

PETER N. CAREY
(Acting Board Chair)
President/CEO
Self-Help Enterprises

KATIE CARROLL
for BILL LOCKYER
State Treasurer

State of California

CATHY CRESSWELL

Acting Director

Department of Housing and Community Development
State of California

MICHAEL A. GUNNING
Vice President
Personal Insurance Federation of California

JONATHAN C. HUNTER
Managing Director, Region 2
Corporation for Supportive Housing

HEATHER PETERS
for Traci Stevens, Acting Undersecretary
Business, Transportation, and Housing Agency
State of California

JACK SHINE
Chairman
American Beauty Development Co.

RUBEN A. SMITH
Partner
Adorno Yoss Alvarado & Smith
A Professional Corporation

L. STEVEN SPEARS
Executive Director

California Housing Finance Agency
State of California

Daniel P. Feldhaus, CSR, Inc.  916.682.9482




3

CalHFA Board of Directors Meeting — January 20, 2011

APPEARANCES

Participating CalHFA Staff

MARGARET ALVAREZ
Director of Asset Management

GARY M. BRAUNSTEIN
Special Advisor to Executive Director
and
Acting Director of Homeownership

ROBERT L. DEANER IT
Director of Multifamily Programs

BRUCE D. GILBERTSON
Director of Financing

LORI HAMAHASHT
Fiscal Services

THOMAS C. HUGHES
General Counsel

JOJO OJIMA
Office of the General Counsel

LINN WARREN
Portfolio Manager

-—-00o0--

Other Testimony

STANLEY J. DIRKS, Esqg.
Orrick Herrington & Sutcliffe, LLP
(Bond counsel)

--00o0--

Daniel P. Feldhaus, CSR, Inc.  916.682.9482




4

CalHFA Board of Directors Meeting — January 20, 2011

Item

Table of Contents

Roll Call

Approval of the minutes of the November 17,
2010, Board of Directors Meeting

Motion

Vote

Chairman/Executive Director comments

Update and discussion regarding the status of
the Hardest Hit Fund Program

Discussion, recommendation, and possible
action regarding the adoption of a resolution
authorizing the Agency's single-family bond
indentures, the issuance of single-family
bonds, short-term credit facilities for
homeownership purposes, and related financial
agreements and contracts for services

Resolution 11-01

Motion

Vote

Discussion, recommendation, and possible
action regarding the adoption of a resolution
authorizing the Agency's multifamily bond
indentures, the issuance of multifamily
bonds, short-term credit facilities for
multifamily purposes, and related financial
agreements and contracts for services

Resolution 11-02

Motion

Vote

13

32
50
51

52
60
61

Daniel P. Feldhaus, CSR, Inc.  916.682.9482




5
CalHFA Board of Directors Meeting — January 20, 2011

Item

10.

11.

12.

13.

Table of Contents

Discussion, recommendation, and possible
action regarding the adoption of a resolution
authorizing applications to the California
Debt Limit Allocation Committee for private
activity bond allocations for the Agency's
homeownership and multifamily programs

Resolution 11-03

Motion

Vote

Update and discussion regarding the midyear
business plan and operating budget

Discussion, recommendation, and possible action

regarding a process to evaluate the Executive
Director as provided by Resolution 08-17

Report of the Chairman of the Audit Committee

Reports

Discussion of other Board matters

Public testimony

Adjournment

Reporter's Certificate

-—-00o0--

62
64
65

65

123

125

131

132

132

132

133

Daniel P. Feldhaus, CSR, Inc.  916.682.9482




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

6

CalHFA Board of Directors Meeting — January 20, 2011

BE IT REMEMBERED that on Tuesday, January 20,
2011, commencing at the hour of 10:44 a.m., at the
Holiday Inn Capitol Plaza, 300 J Street, Sacramento,
California, before me, DANIEL P. FELDHAUS, CSR #6949, RDR
and CRR, the following proceedings were held:

—--000--

Item 1. Roll Call

CHAIR CAREY: 1I'd like to welcome everybody to
the January meeting of the California Housing Finance
Agency Board of Directors.

It's nice to be up here to enjoy some sunshine.
I haven't seen it in about three weeks.

The first order of business is roll call.

MS. OJIMA: Thank you.

Ms. Peters for Ms. Stevens?

MS. PETERS: Present.

MS. OJIMA: Ms. Creswell?

MS. CRESWELL: Present.

MS. OJIMA: Mr. Gunning?

MR. GUNNING: Present.

MS. OJIMA: Thank you.

Mr. Hudson?

(No response)

MS. OJIMA: Mr. Hunter?

MR. HUNTER: Present.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 6
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Item 2.

MS. OJIMA: Ms. Carroll for Mr. Lockyer?
MS. CARROLL: Present.
MS. OJIMA: Mr. Shine?
MR. SHINE: Here.
MS. OJIMA: Mr. Smith?
MR. SMITH: Here.
MS. OJIMA: Mr. Taylor?
(No response)
MS. OJIMA: Ms. Matosantos?
(No response)
MS. OJIMA: Mr. Spears?
MR. SPEARS: Here.
MS. OJIMA: Mr. Carey?
CHATIR CAREY: Here.
MS. OJIMA: We have a gquorum.
CHAIR CAREY: Good. Thank you.
-—-o000—
Approval of the Minutes of the November 17,
2010, Board of Directors Meeting

CHAIR CAREY: The next item of business 1is

approval of the minutes of the November 17th meeting.

MS. PETERS: So moved.
MR. HUNTER: Second.
CHAIR CAREY: Roll call, please.

MS. OJIMA: Thank you.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482
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Ms. Peters?

MS. PETERS: Yes.

MS. OJIMA: Ms. Creswell?

MS. CRESWELL: I'm going to abstain.

MS. OJIMA: Thank you.

Mr. Gunning?

MR. GUNNING: Yes.

MS. OJIMA: Mr. Hunter?

MR. HUNTER: Yes.

MS. OJIMA: Ms. Carroll?

MS. CARROLL: Yes.

MS. OJIMA: Mr. Shine?

MR. SHINE: Yes.

MS. OJIMA: Mr. Smith?

MEMBER SMITH: Yes.

MS. OJIMA: Mr. Carey?

CHATIR CAREY: Yes.

MS. OJIMA: The minutes have been approved.

CHATIR CAREY: Great.

-—-o000—

Item 3. Chairman/Executive Director Comments

CHAIR CAREY: The first thing I'd like to do,
actually, is to welcome Cathy Creswell, Jjoining us.

Cathy is a longtime friend of Housing and a

longtime team player at Housing and Community

Daniel P. Feldhaus, CSR, Inc.  916.682.9482
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Development.

And it's great to have you with us. Welcome.

MS. CRESWELL: Thank you. I'm very happy to be
here.

CHAIR CAREY: With that, I'll turn it over to
our executive director.

MR. SPEARS: Thank you, Mr. Chairman.

I would also like to add my welcome to Cathy.

We haven't had a lot of occasion to work
together yet, but I'm looking forward to it very much.

But I'm not sure about some of the other
changes so far. And we're happy that Heather is here,
representing Acting Undersecretary Traci Stevens.

And I'm not sure about the OPR seat at this
point. So we'll just play along with that, whenever we
find out what the news is there.

The second thing is that we are settling into
our new offices, both in West Sacramento. We expanded
that location, as you know, to accommodate some
additional portfolio management staff.

But the new, consolidated headquarters office
are in 500 Capitol Mall, which is just two blocks away,
which makes it a very convenient walk for most of the
people in this room.

But I would invite all of you to come by. If

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 9




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

10

CalHFA Board of Directors Meeting — January 20, 2011

you have time after the meeting today, before you zoom
off to flights and other meetings, please come over.

We haven't put together a reception yet. We'd
like to do something rather low key at some point. Punch
and cookies or something, and invite our friends that we
do business with, to come and see the new place. An
evening -- I think we're going to try to do this with
employees, to invite their families and come by for
something really informal and see where mom and dad
worked, I think would also be a pretty good idea.

So with that, let me just open up the
proceedings today.

This is traditionally when we review midyear,
this halfway point, and review the business plan that you
adopted in May -- at least most of you were here -- May
of 2010. And the other part is to adopt financing
resolutions that give us guidance on how to conduct our
bond business for the rest of the year.

And that's most of today's proceedings.

There is some discussion that you'll see from
the Audit Committee, a recommendation from staff,
particularly that will be an interesting discussion, I
think, for all of you.

So I think just, in general, about the business

plan, you're going to hear -- first of all, we've

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 10
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organized this by the five priorities that the Board
adopted in May.

The first priority -- and they were listed, as
I remember, in order of importance:

Maintain credit ratings. To the extent that we
had authority and power to do that for actions of our
own, to maintain credit ratings.

The second was to engage actively in loss
mitigation, especially on the single-family side, because
that's where our challenges are.

The third is to renew lending. I think you're
going to hear some very good news on that front.

The fourth was to renew old partnerships.

And the fifth was to explore new business
opportunities, although at the May board meeting, we
talked about both of those at the same time. And that's
kind of how we pursued that.

So we're going to hear some good news; however,
I would caution you that, by no means, what I consider is
out of the woods as far as our financial challenges go,
we still have a ways to go. We have ratings reviews that
are going to be coming up in the first gquarter. So
they're going to know about that right off the bat.

So just a word of caution -- I mean, I want to

mix the good news with a cautionary note on that.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 11
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Finally, there's somebody here that I would
like to recognize. Kathy Weremiuk is trying to sit in
the back row and stay out of view.

I have some sad news, but happy news for her.
Kathy is going to be retiring shortly.

Kathy, if you would stand for everyone.

Kathy Weremiuk has been at the Agency for a
very long time, but she is the driving force behind both
the Bay Area Housing Plan projects and also probably more
work is the Mental Health Services Act projects that we
have done.

Without Kathy, these projects would not have
gone as well as they've gone. And we just owe her an
immense amount of respect and gratitude. We are very
sorry to see her go. But she's already started making
plans. I think they're sort of drifting out towards the
Palm Springs area. So we don't want to stand in the way
of that.

But I just wanted everybody to have Kathy stand
and be recognized, and to extend my thanks to her for all
the really, really hard work -- years and years of
experience. It's going to be difficult to, you know,
manage the replacement strategy here.

So just, please, a big round of applause for

Kathy.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 12
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(Applause)

MR. SPEARS: And with that, Mr. Chairman, I
think we're ready to begin.

Just a housekeeping item. You have in front of
you some slides. I, unfortunately, forgot to have holes
punched in these. But you can do that yourself and put
them in their correct place.

This is only, though, for Items 4, 5, 6, 7, and
8; and they'll be up on the screen as well.

So just when you have a chance to flip through
them as we're moving along, we'll...

Here's one thing: I try to summarize these
things. Bruce and I have a different opinion on this,

I think. He tends to put more stuff on the slides and
I tend to put summary things.

So I would keep your pen or pencil handy,
because I think you'll be taking notes and adding facts
and figures and that sort of thing along the way. Just
a note or two.

Okay.

CHAIR CAREY: Great. Thank you, Steve.

-—-o000—
Item 4. Update and Discussion of the status of the

Hardest Hit Program

CHAIR CAREY: And so the next item on our

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 13
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agenda is Update and Discussion on the status of the
Hardest Hit Program.

And, Linn Warren, I understand you're doing
that.

MR. SPEARS: Linn is helping Di lead this
project. Di was called away to San Francisco to meet
with servicers. We do not want to stand in the way of
that process.

So Linn got the call to make this presentation.

MR. WARREN: Thank you.

Mr. Chairman, Members of the Board, good
morning.

As Steve said, he asked me to --

MR. SPEARS: Linn, you might want to scroll
down on the slide.

MR. WARREN: All righty.

He asked me to give you an update on the Keep
Your Home Program.

We do have some good news along these lines.

Let me first give just a brief background for
some Board members who may not recall some of our
allocations.

As the Board may recall, in June of last year,
we received an allocation of $700 million from the

U.S. Treasury, under the federal Hardest Hit Program.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 14
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That was augmented shortly thereafter with an additional
$476 million. This was exclusively for the unemployment
programs.

And then the Treasury continued, later on in
the year, with a final allocation to California of a
little under -- of approximately $800 million. So
approximately or exactly, we have an allocation of
$1.975 billion for the Hardest Hit Fund.

Since we last met, we've made a lot of progress
in what we've been doing. The allocations to date -- and
these could change as the inflow comes in from various
borrowers -- is we have $875 million allocated for
principal reduction.

$129 million for reinstatement. This is for
borrowers that have fallen behind on their mortgages, but
now are able to make payments on a go-forward basis.
We've allocated money for that.

A core program is principal reduction, which is
relatively new across the board for modification programs
in the country. We've allocated almost $800 million for
that program.

And the last program, which is transition
assistance for those borrowers that can no longer stay in
the homes, we've allocated $32 million to help them move

on to alternative housing.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 15
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As I indicated, we have made some very good
progress since we last met. The unemployment assistance
program went live on January 10th. And along those
lines, the five major servicers have signed up for this
program.

This coming month on the 24th, RCAC, the Rural
Community Assistance Corporation, has selected 37 HUD
certified counselors around the state to also augment the
program. Those counseling agencies will go live and
actively refer borrowers to our processing center on the
24th.

The retail, which is borrowers coming in
individually for the remaining three programs --
principal reduction, reinstatement, and transition
assistance -- will go live on February 7th.

We're in discussions with a major servicer to
incorporate a bulk program for principal reduction. And
if that goes well, then that program will augment the
other ones, and will be effective in early March.

We have had one change on the participating
servicers. Bank of America has Jjoined in for the
unemployment program.

So we're very pleased to report that the five
major servicers, plus CalHFA and CalVet, are now signed

up for the programs under the Hardest Hit Funds.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 16
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MR. SPEARS: And Citi is on board as well?

MR. WARREN: Citi is on board. Yes.

MR. SPEARS: All five are on board --

MR. WARREN: All five.

MR. SPEARS: -- for the unemployment program.

MR. WARREN: Citi signed it up very recently.
They were, quite honestly, a bit of a reluctant
participant in our fly-ins. But they have changed their
attitude towards the program and joined in.

So in our first week, starting on
January 10th -- this is their first week of operation --
we received 3,146 calls to our triage. This is an
operation in which borrowers are asked their preliminary
eligibility for the program as well as other types of
questions go to them.

Of this, approximately 3,100, 609 made it into
our counseling. This is a more extended process in which
borrowers are asked more specific guestions about our
programs and their eligibility.

And within the first week, 236 of that number
have made it into -- completed counseling, and are now
being eligible for assistance.

An important thing to note about the program
is, as the Board knows, we've spent a great deal of time

trying to develop a great deal of assistance for this

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 17
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project. All the phone systems operated normally. The
average wait time, for example, in the triage area was
approximately 15 seconds. The wait time in counseling
was a minute. So we thought that was very, very good
news, that everything was going very, very well.

MR. SPEARS: I just make this one note. You
may think it odd that we put in "All phone systems
operated normally." But when the state of Michigan
opened their program, it crashed not only the Internet
system but the phone system for several of their
different state departments.

MR. WARREN: It brought down half of the state
government's system, basically.

MR. SPEARS: We just wanted to put that in,
that everything went fine.

MR. WARREN: As soon as we learned that, we
sort of increased our phone budget. But it is important,
because part of the main experience for the borrowers
here is to not be frustrated and to get answers.

And as I'm sure the Board knows, it's very
important that if borrowers are to be told that they
don't qualify, they should be told that quickly and move
on back to their servicers, which we are trying to do.

So we're paying very close attention to this.

The technical term is "pull-through rate," the number of

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 18
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borrowers that come through the system. We want to add
more. And we're trying to figure out today why they're
not making it through. And that's the analysis that will
be going out in the next several weeks.

Steve asked me to keep this short and to the
point. So I'd be happy to question any gquestions about
where the program is at. But we're very encouraged that
everything appears to be working as we had hoped.

Yes?

MS. CRESWELL: Can I just ask, so do you have a
sense then of the other 2,000 folks who didn't make it
through? Does that mean they didn't -- I presume didn't
qualify?

MR. WARREN: There were a number of
qualifications, Ms. Creswell.

One of the main ones is that the servicers had
not signed up. So, for example, we can't take a borrower
in unless their servicer is part of the program.

Not all the main servicers were operational.

As I said, Citicorp was not, but they are now. But what
we found was, there were a large number of Tier 2 and
Tier 3 servicers, the smaller ones, that have not been
signed up. So there must have been at least 20 to 30 of
those types. Those were referred back to the servicers.

The other issue is, we have criteria around

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 19
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cash-out refinancing and second homes, and that
disqualified a number of borrowers as well. So we're
paying attention, but we have a general sense now as to
why they did not qualify.

MS. CRESWELL: And are you generally going to
be keeping track of that?

MR. WARREN: Yes, yes. It's important for us
to know why they're not qualifying and, if need be,
downstream for the project, we have to make adjustments
on criteria. So we need to pay close attention to that.

CHATR CAREY: Ms. Peters?

MS. PETERS: I know the other programs aren't
live yet, but what has been the general response of
servicers to resisting participation or joining
participation?

MR. WARREN: We were very pleased to find out
that in GMAC, for example, since they have publicly,
embraced all four programs, including principal
reduction. So that was very encouraging.

We've met with two other servicers that are
signed up for the unemployment program but are also
looking at principal reduction.

So we're surprised and kind of pleased that
there's been a lot of attention made to that. So I think

that's been kind of the shift.
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So the unemployment was easy for them. The
reinstatement, I guess more of a function of getting
their systems organized.

So there is a momentum building, I guess is the
best way to put it, that they want to participate in as
many programs as they can. So we're encouraged.

CHAIR CAREY: Mr. Gunning?

MR. GUNNING: There's been a couple articles,
as you know, in the LA Times, I think, last week. And
I know we've tried to do as much as we can to get these
programs going.

But is there any thoughts, Steve, or
contemplation about just announcing the unemployment
piece and then saying that we're trying and we're just
waiting on some other guys to participate or play with us
in this effort?

MR. WARREN: TI'll -- Steve has some thoughts on
that.

MR. SPEARS: That's what happened on Monday.

We had these pilot programs --

MR. GUNNING: Right.

MR. SPEARS: -- and we kept acquiescing to the
servicers' requests: "Please let us test our systems.
Please don't overwhelm us by making a general

announcement." So we finally said, "Okay, we've waited

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 1
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long enough."

So the unemployment program is statewide. And
we haven't done the PSAs. We haven't done the -- I mean,
we can do more outreach as we feel more successful about
this part. But if a borrower calls now, if their
servicer participates, we could handle it. But we've
told them, "You need to go back to your servicer, to your
Assembly member, to your senator. You know, let it be
known that your servicer is not participating." And
that's the only thing we have now.

We're ready for any servicer to join any day of

the week.

MR. GUNNING: But we're not going to do
anything?

MR. SPEARS: Well, we can't.

This is the debate that's going on. We've met
with several members. How do we force servicers to

participate? And short of unlawful interference with the
contract, we don't have any options.

There's leverage. The only thing that a lot of
banks understand is money. So you can incentivize them,
you can withhold other things from them, but you can't --
we haven't found a way yet —-- perhaps the Legislature can
find something that we haven't discovered, of saying

"Servicers, you are required to participate in this

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 2
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program," because it's a contract between borrower and
servicer that got put together when everybody signed the
note and the closing documents on the house years ago.

MR. SHINE: Are these servicers with whom we
are doing business or servicers some of whom we are, some
of whom we're not?

MR. SPEARS: Some of whom we are, some of whom
we're not.

So far, the five folks that are all biggies,
they're on board. I think, you know, we do business with
all those folks.

It's the second-tier servicers that are not on
board right now.

Is that right?

MR. WARREN: That's right, that's right. I
mean, there's a large number of them, they're just not on
board and this has been on their radar, but...

MR. SHINE: Do we want to push this? Because
if you want to push it, you must have some leverage
somewhere, of some kind, sitting in the closet, maybe, or
something or whatever.

MR. SPEARS: Well, those folks are on board
already. 1It's the ones that are --

MR. SHINE: Well, it's the half that has

nothing to do with you, anyway?
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MR. WARREN: That's right.

MR. SPEARS: I don't think, of the second-tier
servicers, we really don't have very much to do with
them.

The only other option is, pay them a lot of
money to incentivize them to come on board. And early
on, we made the decision that those are funds that don't
get out to the borrowers.

And here's the philosophy that we took on, and
that is, this isn't a loan modification program in and of
itself. 1It's a mortgage assistance program, and it's a
bridge to loan modification programs. It's a bridge to a
proprietary program, it's a bridge to the HAMP program.
HAMP pays incentives for them to participate.

So we said we're going to help them get to a
point where the banks can be compensated. If that turns
out to be not enough incentive, we may have to change our
ways.

MR. SHINE: If you don't spend some money to
get the servicers on board and that money doesn't go to
homeowners, it isn't going to homeowners, anyway, because
their servicers won't be processing them, anyway. So, I
mean. ..

MR. SPEARS: Right.

MR. WARREN: Mr. Shine, to your point: As soon
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as we get a notification that a servicer or borrower has
called but the servicer has not been signed up, we have
staff that that's all they do is call up the servicers
to say, "We have received notification from one of your
borrowers. Where are you at with respect to signing up
for the program?" So we're trying to be as proactive as
we can.

MR. SHINE: Well, sure.

MR. WARREN: But you're right, I mean, it's
very hard at this juncture, anyway, to compel them to
participate if it's just not something that they're
willing to.

MR. SHINE: Linn, I know you have your ways.

MR. WARREN: Thank you for that.

MR. SMITH: Well, do we have a program that
reaches out to them independently?

MR. WARREN: We do. We've contacted -- there
is this generally accepted list of Tier 2. And there's
about 30 servicers. And we have someone, we have a
manager who -- that is what she is doing. We've
contacted all of them several times, and they're coming
in gradually. But it's not a flood yet.

But Steve alluded to our strategy was to go
after the major servicers first as a way to get the

market rolling versus the other way around. And we think
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that's going to work to our benefit.

And there's a finite amount of money. And the
pitch is, when we talk to them: If you care to wait,
then the money could be gone within a limited period of
time; and it's incumbent upon you to get organized and
join the process.

CHAIR CAREY: What's their reluctance?

MR. WARREN: I think it's a question of,
they're not that familiar with the program. I think
there's a lot of that going on.

You'd be surprised how many servicers in the
Tier 2 level are familiar with HAMP but not Hardest Hit.
That was somewhat surprising to us.

I think a lot of the pressure that's come from
the federal government has been directed to major
servicers versus Tier 2, and that happens quite a bit.

The other thing that's happening is, the
Tier 2s also have portfolios that are held privately
versus having GSE-held or other types of pass-through
conduits. And those servicers with their investors have
different types of modifications and different types of
goals for their loans. And it may not include this. And
that seems counter-intuitive, but that may be the case.
So it's really all across the Board, Mr. Carey, why they

don't want to participate.
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MR. SPEARS: We've definitely been more
successful with the unemployment program, the UMA
program; and fairly successful in conversations with the
reinstatement program that's going to go statewide at the
beginning.

And it's the principal reduction that's the
controversial one.

And we've tried to get an answer from banks.
We don't understand. We've done this analysis
internally. It makes sense for our borrowers. We don't
understand why it doesn't work for your borrowers. It
may be tied up in regulatory accounting issues,
recognition of losses, seconds. I think it's a variety
of answers, but...

MR. SHINE: They just don't want to be
bothered.

MR. SPEARS: Well, there is this -- and I can
tell you this from our loan-servicing division -- and
that is, we do very, very well -- and that operation
works great when it operates normally, where you get a
borrower, and you know what the payment is every month,
and you send out a statement, you know, electronically or
through the snail mail, they send in a check, you make
it sure it gets on the right one, and you send them

another statement, put the check in the bank, and away
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you go.

When you start saying, "Okay, well, so we're
going to modify that, we're going to adjust it, we're
going to -- you know, you've got three payments behind,
some check is going to come from some other source to get
you reinstated. We're going to write the principal
down."

Just from a systems standpoint, they're not set
up to do that. They're just not. They're set up for
high-volume, low-hassle transactions.

And so on a large scale, changing what people
owe in the middle of the stream, payments coming from
other sources, besides the borrower, has been difficult
for them to handle, just from a business-model
standpoint.

So I can't answer the reason why accepting a
chunk of money that they used to owe and now they don't
from some white-horse-riding knight, I don't understand
why that doesn't make sense to them. But, I don't know,
I just don't understand it.

CHATR CAREY: Ms. Peters?

MS. PETERS: Well, since we have a limited
amount of money, I don't think we'll have any trouble
finding enough people to help.

Of the servicers we're working with now, are we

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 8
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doing anything or are they doing anything to reach their
borrowers who might qualify but may never have heard of
this?

MR. WARREN: Yes. We've asked them, in all
cases, that as they sign up, that their own loan
counselors and their collection people have this program
up and available as an option, as they would solicit for
HAMP and other types of those. We've asked that to be
done, and we are assuming that they are. It's in their
self-interest to do so. So that is a request that they
do that.

To solicit formally their borrowers requires
our permission pursuant to Treasury guidelines. And
we've given that on a couple of occasions, where they
want to do a campaign.

The issue there i1s, we want to make sure the
solicitation is even-handed, across the board. We have
issues there, obviously.

But the short answer is, yes, we think they
would be aggressive in picking out their portfolios and
referring borrowers to us.

MS. PETERS: Great.

CHAIR CAREY: Mr. Smith?

MR. SMITH: How long do we anticipate that this

money will last?

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 29




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

30

CalHFA Board of Directors Meeting — January 20, 2011

MR. WARREN: Approximately 18 months. I would
say 18 months to two years. It really depends on,
really, the principal-reduction piece.

If lenders adopt that in a very strong method,
that money could go out fairly quickly because the
allocation of that is much higher on a per-borrower
basis. That money could drain very quickly, we think.

But we have the ability under Treasury
guidelines that as we find one particular pot of money
is running out more quickly, we can reallocate with
Treasury's permission.

But I would say our best estimate right now is
18 months to two years.

MR. SMITH: And I apologize, so the principal
reduction is if we give a certain amount, does the bank
also kick in something?

MR. WARREN: Yes. They will match
dollar-for-dollar.

CHAIR CAREY: Ms. Creswell?

MS. CRESWELL: And, I'm sorry, some folks may
know this. Can you tell me a little bit more about the
transition assistance?

MR. WARREN: Certainly.

MS. CRESWELL: What that involves?

MR. WARREN: When we held our outreach
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meetings, particularly in the Central Valley, we found
there are a number of borrowers that were so upside-down
on their mortgages, that staying in the home was not
viable. So we added some funds to help them with
transition, which is essentially moving expenses or
finding alternative housing.

So we have an agreement with the servicers
that they will close a short-sale or a deed-in-lieu
transaction.

And part of that closing would make available
up to $5,000 per household to help with those types of
expenses.

So that was the general theory behind that.

MS. CRESWELL: And each of your servicers who
have agreed to participate in this program must --

MR. WARREN: ©Not yet. No, that is something
that -- first of all, it's not ready to go yet until
February 7th.

MS. CRESWELL: Oh, okay.

MR. WARREN: But some servicers have very
robust programs like this for short sales. Others are
not as involved.

So we suspect that we will have two or three
servicers that have very strong programs in this area

that will use the money and others won't. But
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regrettably, we only have approximately $32 million for
that. But the idea was to find alternative housing and
help with those expenses.

MS. CRESWELL: And just how did the amount get
determined that would be allocated to this program?

MR. WARREN: We basically took the total money
we had; and based upon what the focus groups told us they

would use the money for, we sort of backed into these

numbers.
CHAIR CAREY: Other questions or comments?
(No response)
CHAIR CAREY: Thank you.
MR. WARREN: Thank you.
-—-o000—
Item 5. Discussion, Recommendation, and Possible Action

Regarding the Adoption of a Resolution

Authorizing the Agency's Single-Family Bond

Indentures, the Issuance of Single-Family

Bonds, Short-Term Credit Facilities for

Homeownership Purposes, and Related Financial

Agreements and Contracts for Services

CHAIR CAREY: The next item is the
single-family bond indenture.

Bruce?

MR. GILBERTSON: Good morning, Mr. Chairman and
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Members of the Board.

Did you want to tee this up at all, Steve? Or
did you want to --

MR. SPEARS: Just that when we talked about our
whole approach in the business plan last May, these were
the three objectives that you see on Slide 9 that we
agreed to adopt.

That we would take on more conservative
financing strategies, translated into fixed-rate bonds,
essentially; that we would avoid additional real-estate
risk to the Agency; and that we would take every
advantage, of every market opportunity to reduce
financial risk related to existing variable-rate debt.
You know, try to help us out any time the market would
allow us to do so.

That goes for all the resolutions that you're
going to see in the next three agenda items.

And I'll turn it over to Bruce at that point.

MR. GILBERTSON: Yes, excellent. Thank you,
Steve.

Just by way of background, the Agency has, for
many, many years, adopted financing resolutions in the
January Board meeting so that we would have continuous
authority to issue debt obligations as the market

dictated and as our programs developed. So in previous
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years, the Agency or the staff has requested from the
Board gquite broad authority to issue bonds in an
amount -- yes, sir?

Staff has requested very broad authority from
the Board to issue bonds under a number of indentures for
a variety of purposes, for fixed-rate bond issuance and
variable-rate bond issuance, a variety of financial
agreements that correspond with that.

Unfortunately, in the last three years, I've
been in front of the Board more often than I really care
to be, to tell you about the financial challenges.

My sidekick, Tim Hsu, and I have spent a great
deal of time trying to educate and inform the Board of
the challenges that we face because of the market turmoil
and the disruption.

So as a result of that, we've made conscious
decisions as Steve mentioned in the objectives. We are
no longer going to issue variable-rate bonds to finance
loan programs, but we may have to restructure some
existing debt obligations with financial instruments.

So we kind of tore apart the financing
resolutions that we had used before. Made significant
changes, and want to present them to you in a little more
orderly flow.

I think it's probably best as we go through
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this, i1f you have questions or comments -- and I know
there may be a comment or two from at least one Board

member -- that we Jjust talk about it. But I would hope

at the end of the day we can achieve this, that the Board

will authorize something. And we may have to come back
at a subsequent meeting in March to amend some of what
we wrote in the last few weeks and present it to the
Board here today.

So Resolution 11-01 is the resolution to
authorize a lot of authority to staff to issue bonds
related to our single-family loan program.

The resolution is composed of three articles
now. So there's a component, our Article 1, that deals
with a refunding bond authority.

The refunding bonds would be issued so that
we could manage the existing bonds we have outstanding.
We would be able to issue bonds -- fixed rate,
variable-rate -- as long as we were issuing bonds in no
greater amount than bonds that we were redeeming or

retiring.

It would further allow us to amend, modify, or

replace existing financial agreements related to those
bonds. So this would be interest-rate swap contracts,
this would be liquidity facilities or credit facilities

that might be attached to the bonds.
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It would not allow us to increase the notional
amount of swap contracts. It would not allow us to
increase liquidity support or credit support on the
bonds. So it's trying to keep things neutral. But it
would still benefit the Agency overall by doing those
debt restructurings.

And then we further added, that the executive
director would make a determination, that by doing so,
that there would be no greater risk to the Agency or
the Agency's General Fund. Effectively, meaning, the
General Obligation credit rating of CalHFA.

Our Article 2 deals with bonds that we might
issue to finance new loan programs. So a little
different twist on this.

Last year, for the first time, we modified the
resolution, or amended it, so that we would only finance
mortgage-backed securities, so that we would avoid
additional real-estate risks related to the single-family
program. So we made that very clear again.

I think there's a statement in the resolution
that we simply may not use new bond proceeds to purchase
whole loans that would not be guaranteed by Fannie Mae,
Freddie Mac, Ginnie Mae.

The amount of this authority is limited in a

couple of ways. It's limited to those bonds that would
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be eligible to be replaced pursuant to federal tax law.

A creature of the IRS code, is that we have the
ability to recycle the use of tax-exempt money for a
relatively short period of time, and so we would do that.

We would have the right to issue bonds in an
amount of the private activity bond volume cap that has
been provided to us by the California Debt Limit
Allocation Committee.

And it would further authorize us to issue
bonds at the direction of the executive director of up to
$200 million that are federally taxable. Okay, all of
our other bonds would be both state and federal income
tax-exempt.

And then the third article, we felt if we broke
down the resolution into a refunding component and a new
money bond program or component, that we had to deal with
a variety of other things that have historically gone
into these resolutions.

So we've listed some of them here.

The Board gives us authorization to create and
disclose information to potential bond investors,
meaning, that we can circulate official statements, that
we can do the bond transactions at either a negotiated or
competitive sale; and we can sell the bonds in a public

offering or we can make a private placement of these
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bonds to a bank or other institution.

It provides us to run the programs and provide
and enter into agreements to facilitate a mortgage-backed
security program, meaning, that we could have contracts
with servicers, we can contract for the guarantee
itself -- whatever else might be needed for us to
facilitate the program that the bonds would allow us to
do.

It would also allow us to enter into financial
agreements, i1f we needed to, for guaranteed investment
contracts, to invest the bond proceeds once the bonds
have been sold.

And lastly, it allows for short-term credit
facilities, so that we could warehouse loans, or have
working capital that is borrowed in an amount not to
exceed $400 million. And that would be for all programs.

And you'll see that on subsequent slides for
the Multifamily authorization as well.

And then in Article 3, we also had to deal with
other financial agreements that we may have that are
attached to bonds that might not be refunded, but we
still might have a very valid reason, where we may need
to amend, modify, or replace that.

If you think back, some of you Board members,

back in 2009, we renegotiated our interest-rate swap
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contracts with the three largest counterparties. This

is the type authority that we would need to take
advantage of those opportunities, or to replace the
temporary credit and liquidity facility when it comes
due. It's not going to be due until 2012. But if there
was an opportunity to replace some or part of that during
2011, this part of the resolution would provide that
authorization.

So with that, I'll stop and discuss and
comment.

I just would ask, Tom, maybe if you could keep
notes if we are going to -- because we're going to try to
amend away from the meeting and bring back an amendment,
if there are amendments to this resolution.

CHAIR CAREY: Ms. Carroll?

MS. CARROLL: First, I would like to say that
I really like this new format because I know that the
staff have worked really hard to -- what was the
terminology we used -- revive?

So I think this just starts to put into writing
and acknowledge in the resolution what the staff are
already doing. So I really like that.

One of the things, though, that created a
question for me -- and I called Bruce and asked him --

I said, "Well, in my world, in dealing with bonds, if we
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were to actually come up with a new resolution for an
existing program -- not a supplemental, but a new
resolution -- that would really normally involve a big
restructure of the program, pretty significant."

So I had said to him, you know, "I'm Jjust not
quite sure what you would do in that."

And Bruce said, "Well, you know, normally, we'd
bring new indentures to the Board, anyway."

So I said, "Well, could we maybe amend this at
some point to say that new indentures would come back to
the Board? Not supplemental, but new indentures would
come back to the Board?"

Because that would seem to represent a pretty
significant restructuring that I just think I'd be
interested in seeing what it was, anyway.

MR. GILBERTSON: Yes, just to be clear, the
resolution today -- I believe the resolution says this,
that we can use a form of an existing indenture as
listed, but make it a new indenture.

And so I think I'm on board with Katie. I
don't think that's a huge problem for the Agency for the
single-family resolution if we were to limit these things
to existing approved forms of indentures.

MS. CARROLL: Okay, the second thing for me is

that -- I love this language, simply, Steve, we're
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putting the onus on you; but actually what we're doing is
acknowledging what you already do, which is, you know,
you've been working really hard to make sure that
anything that you did didn't put the Agency at more risk
and, in fact, helped us to manage those risks.

And so it occurred to me that some of the
financial agreements -- the swaps, the credit
facilities -- have significant embedded risks in them;
and that any renegotiation that you were doing, I know,
would be to help manage those risks in a way that would
not further put the Agency at risk.

So just as an acknowledgment of that, I would
love to see similar language under those authorizations.

MR. SPEARS: Just a little broader description
of what this certification process -- or --

MS. CARROLL: No. I think what's going on is,
that certification process is there for supplemental
resolutions and resolutions. But then when you get back
to, I believe it's Article 3, Bruce, where we talk about
authorizing you to renegotiate credit facilities -- and
I think there is -- I don't know if it specifically says
"swaps," but I think those are in there, you're going to
have --

MR. SPEARS: This is on the issue of what Bruce

is calling "prior bonds"?
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MR. GILBERTSON: Yes, I think it may touch in
two places. And this is where we want to kind of do
this offline where we can think it through. I think
section 6, for example, gives authority to amend
financial agreements related to refunding bonds. And I
think back in section 18 or 19, it's providing similar
authority -- it would be section 18. 1It's the last
couple lines of section 18, that provides authority to
amend, modify, or replace financial agreements of the
types described in section 6.

I think Katie's comment is if there was a form
of a determination by the executive director if we were
to do one of those.

It gets a little tricky -- a little tricky, I
think, because on the surface, some of these things may
not look like it's always going to be in the best
interest.

The example I'll use, in 2009, to convince the
swap counterparties to negotiate with us, we had to agree
to terminate some of our swaps, which was a rather large
disbursement of Agency money to terminate certain swaps
to receive larger thresholds when we compare to the
market value.

So I guess it's --

MS. CARROLL: Yes, I understand what you're
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saying, in "tricky." But I think as we look back and,
you know, speaking from someone who has at points tried
to look back at just gaining an historical perspective
on the Agency and how it's sometimes hard to do that, I
think that, clearly, when you're renegotiating these --
even i1f there are clauses that seem to be, on their face,
more detrimental -- as you look back, really what you
were doing, were things that were going to help the
Agency to move forward.

So I just think it would be great to have a
documentation of that process somewhere, that that's
what, indeed, you were doing and the Board was approving,
was a restructure. That even i1if parts of it didn't seem
to be -- you know, if you took each swap in isolation,
maybe it doesn't look like that. But if you take the
whole program, that's what you were doing. I just think
it's a good record of what...

MR. SPEARS: I completely agree, and I think
that will be the trick -- Bruce talked about something
tricky, and that is, if it's a strategy that lasts over
several weeks or months that involves several different
actions, some of them would be worse for the Agency, but
they balance off through the whole process, things that
are better for the Agency than -- it just is a matter of

when do you issue that, this is our plan, we're going to
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engage in this, it's my opinion at this point, before we
start that," that this whole strategy is going to put us
in no worse-off shape than we are now.

MS. CARROLL: Right.

MR. SPEARS: That's a great idea.

MR. HUGHES: I don't disagree with that, but
I wanted to just make a couple more points clear on this
because I think it's a little bit more complicated than
that. And we actually faced this directly, Bruce had
alluded to it, but our strategy was a little bit broader
than you might have taken away from his comments.

Section 6 is essentially a laundry list of
different types of agreements that we could modify. But
we have been in the position, and may well be in the
position in the future, where we take one type of
agreement that's in this laundry list, and do something
which, in a vacuum, would be a negative to us in order
to get a completely different agreement on this laundry
list amended in a way that provides a significant benefit
to us.

In other words, we might do something that's
intentionally negative in one set of agreements to
accomplish a more valuable goal in a different set of
agreements.

And so, as 1t's drafted, I think it's --
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perhaps it's just a drafting exercise. But it would be
more than looking at a single transaction to determine
that it is a positive, but perhaps looking at unrelated
transactions, to see -- we would make them related -- but
that it's a net positive.

And we face that. We face the situation which
didn't happen, in which we essentially offered to give a
counterparty something else that we would give up in
order for a significant benefit in a swap agreement.

So I just wanted to bring that to the Board's
attention, that it is not necessarily all embedded within
a single type of agreement or a series of agreements, but
it might be broader than that.

CHAIR CAREY: Okay, I'm wondering whether,
given the complexity of some of the language drafting and
the external reliance on those resolutions, whether some
issues couldn't be addressed by the language that the
Board uses in adopting the resolution?

MS. CARROLL: Uh-huh, vyes.

CHAIR CAREY: Because I think the word "intent"
can be stated as part of the action. And that's just as
clear for the staff and the organization without having
to recraft --

MS. CARROLL: Right.

CHAIR CAREY: -- technical language in the
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resolution. I'm not sure if that would --

MS. CARROLL: Okay. No, I think that's fair.

I think that would be a good solution to the drafting
problems.

MR. HUGHES: So just for the benefit of me, are
we looking at an amendment or are we looking at just a
statement of intent? I wasn't entirely sure.

CHAIR CAREY: I think that I'm suggesting that
perhaps some of this could be dealt with as a statement
of intent as part of the action of the Board rather than
crafting the specific legal language of the resolution.

MR. HUGHES: Yes, I understand.

CHAIR CAREY: Did you have additional --

MS. CARROLL: Well, I had one just real
technical gquestion, Tom, and just probably because I've
dealt with these things for too many years.

What -- this whole secretary certificate -- and
I think there's parts of it where it says -- and I'm not
clear if it's the executive director and the secretary
have to sign things, or it's the executive director or
the secretary that sign documents. So I'm just unclear
what that whole purpose was.

MR. SPEARS: I think, Ms. Carroll, some of it's
statutorily defined.

MS. CARROLL: Okay.
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MR. SPEARS: So I'm going to defer to Tom on
this.

MS. CARROLL: Okay.

MR. HUGHES: Well, typically, for example, in
a bond transaction, the secretary -- I think people --
investors -- people you're dealing with are used to, and
what is the normal practice in corporate transactions, is
that the secretary of the board of directors will attest
to certain things, namely, that the board took certain
actions or things along that line, things that the board
has done or is authorized.

So it is typical, for example, that as
secretary, I would certify that the Board issued and
passed this resolution that would be passed today so that
they don't just see a copy. They have the secretary of
the Board attesting to it.

MS. CARROLL: Sure, sure.

MR. HUGHES: Things like that are typical.

I will say that under our regulations, the
executive director can -- and under this resolution, as
well, too -- the executive director can authorize certain
officers of the Agency to sign substantive documents when
the director is unavailable --

MS. CARROLL: Sure.

MR. HUGHES: -- and there is a written
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delegation.

And there are several of us, myself included,
who are on that list for other things like contracts.

MS. CARROLL: Right. Sure. That makes a lot
of sense. I just wasn't -- there was -- I thought there
was like an execution of an indenture or something that
was in here.

MR. GILBERTSON: Section 14 is specifically
what you had discussed with me.

MR. HUGHES: For general information, our
statutes actually -- Health and Safety Code 50911 (a) says
that the general counsel serves as the secretary to the
board. So it is a statutory position.

MS. CARROLL: Okay.

MR. HUGHES: And I think it was created that
way because the Agency was originally set up on a
corporate model, and a corporate secretary would attest
to the actions of the board of directors.

MS. CARROLL: Okay, great. Thank you.

CHAIR CAREY: Okay, are there other questions
or discussion related to the resolution?

(No response)

CHATIR CAREY: Do you want to craft a motion?

MS. CARROLL: Well, first -- and I think, Tom,

you helped last year -- I think the agreement is to go
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ahead and bring it back for the new indenture piece.

MR. GILBERTSON: Right. Yes, there's at
least -- yes, at least that amendment.

MS. CARROLL: So last year, I know what we did
is we approved it as it was, and then agreed that the
staff would bring back a revised resolution for that
piece. So I think we could do that the same way. And,
I'm sorry, I don't recall what the motion was then.

MR. HUGHES: That's exactly what we did. We
decided that it was -- on a technical resolution like

this, it was a challenge to amend on the fly, sitting

here.

MS. CARROLL: Right, right.

MR. HUGHES: And so it was easier to go back to
the office and do it, bring it -- to pass the existing

resolution with the understanding that we would bring it
back with changes at the next meeting, that you could
then authorize.

MS. CARROLL: And I think with regard to the

other piece of it, I think we're just acknowledging that

any agreement that's entered into is -- any replacement
agreement -- is entered into with the goal in mind of
not further -- well, what's right -- jeopardizing the

financial security of the Agency.

MR. SPEARS: Not subjecting the Agency to any
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additional risk.

MS. CARROLL: Thank you.

CHAIR CAREY: So there's really two issues
then. One is to clarify the existing practice that new
forms of indenture would come back to the Board -- that
this wouldn't authorize a new form of indenture.

Is that right?

MR. GILBERTSON: Right.

MS. CARROLL: Right.

CHAIR CAREY: The resolution would be amended
for that purpose at the next meeting, but that we're
stating the intent today that, obviously, any refinancing
actions are done with the determination from the

executive director that it does not increase the Agency's

risk.

MR. SPEARS: Right.

MS. CARROLL: Right. That's good.

CHAIR CAREY: 1Is that clear enough to serve as
the --

MR. GUNNING: Good job, Mr. Chairman.
MS. CARROLL: Very good job.

CHATIR CAREY: Is that your motion?

MS. CARROLL: That's fine. That's good.
CHAIR CAREY: So we do have a motion.

Can we get a second on that?

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 50




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

51

CalHFA Board of Directors Meeting — January 20, 2011

I wrote it down.

MR. GUNNING:
CHATIR CAREY:
Okay.

Roll call,
MS.

CHAIR CAREY:

Second.

We have a second.

please —--

Public comment.

I'm sorry. Thank you -- and

This is an opportunity for public comment.

If there's anyone in the audience who would

like to address the Board on this issue, please do so.

call.

(No response)

CHAIR CAREY:

MS.
MS.
MS.
MS.
MS.
MR.
MS.
MR.
MS.
MS.
MS.

MS.

CRESWELL:

GUNNING:

CARROLL:

Seeing none, we will have a roll

Peters?

Creswell.

Yes.

Gunning?

Hunter?

Carroll?

Shine?
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MS. OJIMA: Mr. Smith?

MR. SMITH: Yes.

MS. OJIMA: Mr. Carey?

CHATIR CAREY: Yes.

MS. OJIMA: Resolution 11-01 has been approved.

-—-o000—

Item 6. Discussion, Recommendation and Possible Action
Regarding the Adoption of a Resolution
Authorizing the Agency's Multifamily Bond
Indentures, the Issuance of Multifamily Bonds,
Short-Term Credit Facilities for Multifamily
Purposes, and Related Financial Agreements and
Contracts for Services
CHAIR CAREY: Okay, so we move on to --

MR. GILBERTSON: Yes, now to agenda Item 6, the
multifamily financing resolution. Similar in many
respects but not identical.

Let me just recap again.

The drafting of this resolution follows the
same guidelines, three articles. The first article is
for refunding bonds to allow us to do debt restructuring,
to the extent the marketplace extended some opportunities
to the Agency.

It would allow us to do that in the same amount

as the bonds as being redeemed, who we again would not
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make new loan programs with the refunding bond in this
context.

We would also, again, be able to amend, modify,
or replace financial agreements. We wouldn't increase
the notional amount of swap contracts or the amount of
credit extended to the Agency or liquidity supporting the
bonds.

A similar concept, the executive director would
make a determination for the refunding bonds, that there
is no additional greater risk to the Agency or the
general fund of the Agency for those purposes.

The new money bonds, the same concepts again --
well, let me back up because in Article 1, you'll see
section 3, where it lists the current indentures under
which we have outstanding bonds. It has similar language
that we could use one of the forms of those seven
indentures to create a new indenture.

I believe that Ms. Carroll will have the same
comment; and I think we should just be thinking about
that as an amendment to the multifamily indenture as
well, with one -- actually, it's going to pertain to the
new money fund, so I'll hold my other comment regarding
the new indenture for a moment.

Article 2 then provides authority to issue

bonds to finance new programs, multifamily programs.
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These would be either conduit financings or other
programs that the Agency has done, so long as they have
FHA insurance or security, effectively.

The amount of bonds that could be issued is
limited to the amount of volume cap that has been made
available to us by CDLAC, and up to $150 million of bonds
in the aggregate that are either 501 (c) (3), governmental
purpose bonds, or otherwise federally taxable.

Can issue bonds, you know, at fixed or
convertible rates. The convertible feature is not a
variable-rate bond. It simply is it might be a graduated
interest rate. 1It's kind of something that we
experienced under the New Issue Bond Program, one of the
HFA initiatives that we're a participant of.

You can go out 50 years for the maturity.

And it allows for conduit financing bonds,
which has really been the program that we have done over
the last 12 months.

Bob Deaner will talk a little bit more about
some of the financings that we've done year-to-date.

I think when we talk about conduit financing
bonds, we have a form of an indenture. And for every
project that we finance, technically, we're issuing bonds
under a new indenture.

So I think we want to be careful as we draft
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any amendment to the multifamily resolution, that we pick
up on that aspect of things.

And there's a separate paragraph dealing
exclusively with the conduit bonds on page 106 -- yes,
section 10, beginning on page 106 of the Board binder.

And again, conduit bond would not -- they would
all be structured so that the Agency would not be
required to pledge any funds or assets or other revenues
that aren't derived from the conduit business. So that
we may have to pledge a commitment fee that we receive
from a lending activity on a conduit bond, but we
wouldn't pledge other resources of the Agency for that
purpose.

And then Article 3, very similar again. It has
the same programmatic provisions. It allows the
executive director to execute documents and circulate
official statements.

The bonds can be sold, negotiated or
competitive, publicly or privately. And we can enter
into whatever financial agreements may be necessary for
the purposes of these bonds.

And, again, the $400 million in short-term
credit facilities for our working capital or warehousing
of loans is a part of this resolution as well.

And then lastly, the prior bonds also have
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interest-rate swaps or liquidity agreements that may need
to be extended, replaced, or otherwise modified during
the course of calendar 2011.

With that, are there any other comments or
questions specific to the multifamily resolution?

CHAIR CAREY: Mr. Hughes?

MR. HUGHES: I just wanted to amplify one
thing that Bruce said, just so it's perfectly clear --
and I'm not sure I know the answer to this, so it may be
more of a question myself -- but the concern that I had
with the possible language that was actually okay in the
single-family about coming back to approve new forms of
indenture, the resolution says that the Agency can use
these forms, these listed forms of indenture or ones
similar to it, which in the prior resolution was the
language we were changing.

My question or concern is that with the conduit
issuances in which the Agency isn't liable, doesn't have
the financial or the real-estate risk, presumably we
could be using the same form of indenture over and over;
or it may well be -- and maybe I defer to Justin or Stan
who are in the audience -- that those forms of indentures
might change somewhat to make a particular deal work.

And if that were the case, the change that we made in the

single-family indenture would -- or resolution would
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require us to come back every single time for a new
conduit issue.

MS. CARROLL: Right. And my comments don't
extend to the conduit. It's only the programs of the
Agency.

MR. HUGHES: Okay, so I wanted to clarify
whether we needed a similar change to Section 8 of the
multifamily, or whether we needed to do something else
to make that clear because I wasn't sure.

MS. CARROLL: Well, I think my objective is
just that anything that might obligate the Agency --
which conduits don't -- that for a new indenture, you
would come back to us; but for your supplementals, it
would be the normal -- your normal practice of being able
to enter into those without --

MR. GILBERTSON: These would all be new general
indentures every time for a conduit program.

MS. CARROLL: Okay. No, for a conduit program,
I'm fine.

MR. GILBERTSON: Okay.

MS. CARROLL: So that one, yes, it doesn't
extend to the conduit.

MR. GILBERTSON: Okay.

MR. HUGHES: To help in what I may need to do

to this -- and Bruce or Stan or Justin, you can help me
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on this -- but in the five listed forms of multifamily
indenture, I know that some of those are conduit
indentures and --

MR. GILBERTSON: Yes, you'll also note that
they all went to the Board, Tom. And that's what I was
noticing as I looked at this, because we have the
resolution numbers.

So I would almost suppose that if there was a
change significant enough to a conduit form, that we
come back to the Board.

If the multifamily financing space changed
enough that we thought it was a change for a conduit,
that we would present that resolution.

MR. HUGHES: Well, that's not exactly my
concern.

MR. GILBERTSON: Okay, I'm sorry.

MR. HUGHES: I'm sorry to take the time, but
I think the Board needs to know what they're approving;
and I think the answer is going to come from Stan or
Justin, which is in the process of negotiating the
indenture for a conduit transaction in which we're not on
the hook -- which Orrick is really doing -- do you make
significant enough changes that we would trigger a
requirement to come back to the Board, in your view? Or

do those just -- are those just documents that are not
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negotiated?

MR. DIRKS:
depend on the level of

If we're tal
basically the same as
indenture that's been
issue, it is technical
want to have to come b

And I think
works for conduit inde

by the Board of each n

Stan Dirks. I think it would
change.

king about a format that's

a previous issue and a type of
approved by the Board for a conduit
ly a new indenture, we would not
ack to the Board for that.

that we can draft this so that it
ntures without requiring approval

ew 1ndenture.

Now, if we decided to do a new form of conduit

transaction, yes, that
MR. HUGHES:
it clear that within t
changes to indenture t
that Stan mentioned --
MR. DIRKS:
MR. HUGHES:
would not need to brin

So I just wanted to ma

MR. DIRKS:
at risk --

MR. HUGHES:

MR. DIRKS:

would come back to the Board.
Right. And I just wanted to make
hose conduits, there might be some

hat didn't reach that threshold

Right.

-- and the presumption was, we
g it back because it was a conduit.
ke sure that was clear.

Yes, as long as the Agency is not

Right.

-- and which is part of the
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definition of what a conduit financing is.

MR. HUGHES: Okay. And we can work on that and
then bring that back.

MR. DIRKS: Yes.

MR. HUGHES: Thank you.

CHAIR CAREY: Other comments or questions?

Yes, Ms. Peters?

MS. PETERS: I'd just like to echo Katie's
comments about how nice it is to see the new format of
these regulations and how the staff has always conducted
themselves in accordance with the principles we're
articulating here today.

But for anyone on the outside, looking in, it's
nice to see it formalized. So thank you for bringing
this forward.

CHAIR CAREY: With that, we'll need a motion.

MR. HUNTER: 1I'll move the adoption of
Resolution 11-02.

MS. CARROLL: So do you --

MR. GILBERTSON: So I think we should proceed
the same way, if we can. I want Tom to approve the
resolution. We'll come back at the March meeting with
the amendment, to incorporate the new indenture changes
that we need to, after consulting with bond counsel on

that amendment.
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CHAIR CAREY: Okay. We need a second.

MR. SHINE: Second.
CHAIR CAREY: Second, Mr. Shine.
This is an item that's open to public comment.

If there's anyone in the audience who would

like to address the Board on this matter, please

indicate.

call.

(No response)
CHAIR CAREY: Seeing none, we'll have roll
MS. OJIMA: Ms. Peters?
MS. PETERS: Yes.
MS. OJIMA: Ms. Creswell?
MS. CRESWELL: Yes.
MS. OJIMA: Mr. Gunning?
MR. GUNNING: Yes.
MS. OJIMA: Mr. Hunter?
MR. HUNTER: Yes.
Carroll?

MS. OJIMA: Ms.

MS. CARROLL: Yes.

MS. OJIMA: Mr. Shine?
MR. SHINE: Yes.
MS. OJIMA: Mr. Smith?
MR. SMITH: Yes.
MS. OJIMA: Mr. Carey?
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CHATIR CAREY: Yes.

MS. OJIMA: Resolution 11-02 has been approved.

CHAIR CAREY: Thank you.

-—-o000—

Item 7. Discussion, Recommendation, and Possible Action
Regarding the Adoption of a Resolution
Authorizing Applications to the California Debt
Limit Allocation Committee for Private Activity
Bond Allocations for the Agency's Homeownership
and Multifamily Programs
CHATIR CAREY: Now, on to Item 7, which is

authorization to CDLAC.

MR. GILBERTSON: Thank you, Mr. Chairman.

So Resolution 11-03 is authorization from the
Board for staff to apply to the California Debt Limit
Allocation Committee for award of private activity bond
volume cap. This i1s our tax-exempt bond issuance
authority.

The resolution authorizes applications in
amounts not to exceed $900 million for the single-family
program, and not to exceed $400 million for the
multifamily program.

Those are larger amounts than we would probably
otherwise expect to apply for; and we thought we might

want to have that, especially -- it depends sometimes on
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how much demand there is for the volume cap during the
course of the year.

In certain instances, we may be asked by the
State Treasurer's office and CDLAC to apply for
carryforward allocation that would be available at the
end of the year.

If we don't have room, we may get into a
problem in not having proper authorization to do so.

So our assumption has been that the Board would
want to give us that authority. We wouldn't be applying
for amounts that we didn't think we could otherwise
utilize.

And these days, most of what we're getting is
authorized for a three-year period because most of what
we've been receiving has been as carryforward allocation.

Any questions from the Board?

CHAIR CAREY: Questions or comments?

MS. CRESWELL: Could I just --

CHATIR CAREY: Yes.

MS. CRESWELL: So what you would expect? This
is more than what you expect. But what, approximately,
would you expect in both of these?

MR. GILBERTSON: Historically, for
single-family, for the calendar year 2011, I would expect

the amount will be $250 million to $300 million.
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And multifamily, it always has been done on a

project-by-project basis. So as loans are approved by

the committee, we go to CDLAC for an award of allocation.

In both instances today, full disclosure, we
have carryforward allocation for both programs. Okay,
so this is kind of looking to the future, potentially,
because it may be advantageous for the Agency to apply
towards the end of 2011 for carryforward that would be
good through 2014.

The, roughly -- and I don't have the exact
numbers with me, I don't believe -- we have about
$900 million available for our single-family program,
as we sit here today. And CDLAC awarded multifamily an
$800 million carryforward award in December of 2010.
And I think, in total, we might have almost $1 billion

of authority for multifamily as we sit here today.

MS. PETERS: I move to adopt Resolution 11-03.

CHAIR CAREY: Thank you.
MR. SMITH: Second.
CHAIR CAREY: A motion and a second.

This is an opportunity for public comment.

If there's anyone who would like to address the

Board on this resolution, this action, please indicate
SO.

(No response)

Daniel P. Feldhaus, CSR, Inc.  916.682.9482

64




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

65
CalHFA Board of Directors Meeting — January 20, 2011

CHAIR CAREY: Seeing none, we'll have roll

call.

MS. OJIMA: Ms. Peters?

MS. PETERS: Yes.

MS. OJIMA: Ms. Creswell?

MS. CRESWELL: Yes.

MS. OJIMA: Mr. Gunning?

MR. GUNNING: Yes.

MS. OJIMA: Mr. Hunter?

MR. HUNTER: Yes.

MS. OJIMA: Ms. Carroll?

MS. CARROLL: Yes.

MS. OJIMA: Mr. Shine?

MR. SHINE: Yes.

MS. OJIMA: Mr. Smith?

MR. SMITH: Yes.

MS. OJIMA: Mr. Carey?

CHATIR CAREY: Yes.

MS. OJIMA: Resolution 11-03 has been approved.

CHAIR CAREY: Thank you.
-—-o000—

Item 8. Update and Discussion Regarding the Midyear

Business Plan and Operating Budget

CHAIR CAREY:

Business Plan update.

We now move on to the midyear
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MS. PETERS: Can we take a five-minute break?

CHAIR CAREY: Yes, we'll do that.

We'll take a ten-minute break.

(Recess taken from 11:55 a.m. to 12:15 p.m.)

CHAIR CAREY: We're back in session.

And the next item of business is the midyear
business plan update.

Mr. Spears?

MR. SPEARS: 1I'd like to invite Bruce -- Tim,
if necessary. We might as well bring up, you know, Gary,
and Bob and Margaret and Chuck. I mean, if there's room
at the table, just so that we can move rapidly.

Bring your own chairs to the card table.

MR. GILBERTSON: Obviously, I took too much
time on those three resolutions.

MR. SPEARS: Time well spent.

As I said -- Bruce, if you wouldn't mind going
to the next -- as I said, we organized this along the
lines of the five priorities that were established by the
Board at the May Board meeting.

And Maintain Agency Credit Ratings. Everything
we've done this year, as far as managing our existing
structure, getting back in lending, has been geared
towards making us healthier, and impressing our friends

in New York at Moody's and S & P.
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And I'm sorry to put it in a way that sounds
like we're sucking up to them; but in a way, I guess we
are.

So Mitigation of Single-Family Loan Losses
between Rhonda Barrow and Chuck, and the Hardest Hit Fund
team, we've been doing a lot of work on that. We're now
in the lending business again, which is really great. I
said at the holiday party for the employees: We're
looking more and more like the CalHFA of old, although it
is a different -- much, much different environment. And
again, we're kind of combining the last two -- Renew and
Strengthen 0ld Partnerships and Explore New Business
Model, because we've been talking to Fannie Mae,

Freddie Mac. We're doing new business with Ginnie Mae
indirectly, in that we're buying Ginnie Mae securities.

So I would just say this before we move on to
the first priority: Some of the assumptions, however,
that we all used as a board to plan this year's business
plan have not come to pass. For example, unemployment,
I believe we used the UCLA Anderson School of Business
projection, and they projected that unemployment at this
point in the business year would be about 10.9 percent.
It's still over 12 statewide.

So interest rates were supposed to take off.

I think they had mortgage rates at much higher than they
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are now; and I think the ten-year Treasuries were
projected at this point to be almost 4.4 or 5. They are
still in the -- Bruce, where are they?

MR. GILBERTSON: 3.30's.

MR. SPEARS: 3.30's?

MR. GILBERTSON: Yes, 3.35, I think.

MR. SPEARS: So interest rates have not done
exactly what we thought they were going to do.

Despite that, I think, again, we have some good
news. So if you wouldn't mind going to the next slide,
Bruce.

I'll let you move these -- we're going to try
to move through them fairly rapidly. Staff is here to
answer qguestions.

I don't want to rush this at all. On the other
hand, we've talked about some of this all along through
the fall. So some of this will not be a surprise.

MR. GILBERTSON: Okay, I'll run through this
Priority 1 fairly quickly.

Last time, we had a rating change from
Standard & Poor's, it was from the spring of 2010. We
don't believe anything is on the horizon other than
normal annual surveillance. And then we'll have to go
through the whole cycle, which is, you know, an updated

basis, all the cash-flow analysis, they'll ask a lot of
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questions about the loan portfolio and delingquencies and
defaults and losses and all of that standard stuff.

Sometime, by April or May, I would guess, that
we might see, you know, an updated rating analysis from
S & P. You know, again, we're talking on our two primary
credits: the General Obligation credit rating of the
Agency and the single-family bond indenture, the Home
Mortgage Revenue Bond indenture.

Moody's Investors Service concluded in October.
They did that using the June 30, 2009, financials. So
even at the time, they were kind of out-of-date. I'm
guessing, again, they'll come back and engage with us and
want to update everything, you know, as we get into the
late spring. You know, and by late spring, early summer,
we may have some additional news there. And we'll see
where they are.

In the meantime, you'll see on the next slide
that they did go back and complete a couple other little
things after their October announcement. They had a
rating on our insurance fund, and you'll see that they
lowered that rating in December.

We had one other General Obligation Bond
indenture for the multifamily program that they're still
analyzing. It, actually, interestingly, might get an

upgrade because all of the loans were FHA-insured. So
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that would be kind of a positive thing for us to at least
rally around for a brief moment. A change of direction,
if nothing else.

The other things we've been doing, of course --
and we've shared this with you, we've securitized
single-family loans when we could. We were able to sell
those securities at a premium. And we have done some,
in lieu of a bond redemption, we have purchased back
fixed-rate bonds at a discount. That has created about
$S40 million of additional equity for the Agency, most of
it in the single-family program.

As we're permitted to by the legal documents,
we'll continue to do those strategies to try to further
improve the bottom line for the Agency.

The next page is -- you've seen this chart
before -- everyone, probably, maybe with the exception of
Cathy. And this is just the ratings for the three key
ratings: The General Obligation rating, Special
Obligation rating, and the Mortgage Insurance Fund.
Nothing has changed since the last time we've looked at
this for the G.0. or HMRB.

As I mentioned earlier, the Moody's rating on
the Mortgage Insurance Fund is now at Caa3. I think it
was in the B category prior to that change.

Again, that's not news. And I think that's
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covered later. But we're projecting an inability to pay
claims sometime by summertime for the Mortgage Insurance
Fund. And we'll have to prioritize those. And there
will be subsequent premiums that come in on the insurance
policy where borrowers are paying. But it will be a
temporary disruption in our ability to honor the claim
obligations.

MR. GUNNING: Bruce, what's does "withdrawn"
mean?

MR. GILBERTSON: Excuse me?

MR. GUNNING: Standard & Poor's, the
"withdrawn," what does that mean?

MR. GILBERTSON: Yes, it was a decision that we
made last summer, I believe.

Standard & Poor's had a rating on the M.I.
Fund. Historically it was A+. Standard & Poor's
business model is such that they want about $100,000
every year to renew a rating. So we've effectively said
there is no benefit in having a very low rating on the
M.I. fund.

MR. GUNNING: And we're paying for it.

MR. GILBERTSON: And so we would rather save
$100,000.

MR. SPEARS: We thought about this carefully

because withdrawing a rating has negative implications.
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On the other hand, you're paying $100,000, and we
couldn't see any benefit, and so we just don't have that
sort of money these days.

The next priority involves, again, the Hardest
Hit Fund team, Chuck's group in managing REOs and other
servicers.

And so the Hardest Hit Funds, we've got an
update on that already. So unless folks have more
conversations about that.

But we are using those funds now, and have been
since last fall on our own loans that are serviced by us.

The challenge now is to get other servicers,
who service our loans, on board in doing this. And
that's what we're in the process of doing.

We are expecting more loan modifications.

We've got a backlog sitting there. And as soon as we get
these other banks on board, I think you'll see a big
spike -- a spike in CalHFA loan mods.

We have increased staffing levels. We've added
seven positions in this area. We now have ninety-plus
people between loan servicing, REO management, portfolio
management. And three years ago, I think in senior staff
yesterday, we figured that we had 24 people doing this.
So in three years, we've, you know, quadrupled the size

of the staff working on this. And that's pretty
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consistent with the banking industry.

We are allowing short sales in hardship
situations. And a hardship is not when you're
underwater. A hardship is declining income, increase in
expenses.

We've had some tough calls to make in this
area. But we have had, as you'll see, a number of short
sales.

In the REO area, we've added another master

broker. We just fired somebody that wasn't doing a very

good job. So we're actively managing that.
And REO sales have jumped in November -- and
December, both -- was it October and December? There are

two months recently where we had more than 200 sales for
the first time. And we've had a decline in REO inventory
in two months recently.

The reason for the decline in December, though,
was annually, traditionally during the holiday season,
you go on a foreclosure moratorium. And so not as many
foreclosures went into the REO inventory as normally
would have. So I just wanted a little cautionary note
there.

Chuck provided two really good charts.

The next slide here shows you what we had

planned on.
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And so we're a little under on loan mods
approved. I think that's probably because we got quite a
bit of a backlog waiting for these other banks to come on
board with the Keep Your Home California.

Short sales were a little under.

Foreclosures were a little under.

And REO sales.

The next slide, though, is the one I want you
to take a look at, and that is year over year, you can

see the workload increase is quite substantial:

33 percent increase in loan mods. 76 percent increase in
the number of short sales year over year. Foreclosures
up 26 percent. REO sales up 40 percent. I mean, it's

just a tremendous workload increase.

And I don't know if you want to add anything
at this point, Chuck. But it has been a very, very busy
year for that group.

MR. McMANUS: Yes, we've had to add people,
train people. And it's just constant. I mean, it has --
over time, it has worked from the day that they get in --
the minute they get in, to the minute they leave.

And you have to service the realtors or they're
not going to sell your property. So we have to turn
around on offers, we have to give prices, we have to

approve or not approve, and so forth. And they've done
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just a great job. We're out in West Sac, adjacent to the
loan-servicing operation. And we just have a lot of good
people out there.

And we have a number of temps out there because
this is a temporary thing. It should end in two and a
half years, something like that, the number of
foreclosures and REOs should drop off.

MR. SPEARS: We are actively considering taking
some loans back from some folks who are not doing a very
good job of servicing.

The worst performer -- we've said this
before -- and I got calls from these folks -- is BofA,
and it is substantially more. You guys have seen the
numbers before when we presented this. It's not
improved.

If we took the 2,600 loans back today, we
wouldn't have a place to put them or people to work on
them.

We are exploring the idea of subservicing,
hiring somebody and just giving them; although we don't
find anybody really eager to take over some loans that
aren't performing very well.

But we are actively considering taking them
back in, in some way or another. We're not ready to make

a decision on that yet, but I just wanted you to know
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that.

Any questions on this part?

The next slide kind of gives a "Where we are so
far," but...

MS. PETERS: Just a quick question on the BofA.

Is there any value to sending a solicitation
directly to those 2,600 borrowers and seeing i1if you can
get them talking to you, or...

MR. SPEARS: On?

MS. PETERS: On the BofA portfolio.

MR. SPEARS: When we get them on board, that's
the plan. When we sent out notices before on the pilot
program and the beta, we sent cards out, 3-by-5 cards out
to every single borrower we thought qualified for a loan
mod. But those are the only ones. As soon as we get
these other folks on board, then we can do the same
thing.

MS. PETERS: Good.

MR. SMITH: My question is actually on this
chart, so if we could go ahead and --

MR. SPEARS: This one?

MR. SMITH: Yes.

MR. SPEARS: So if I walked up here and did
this, I think it would be better.

This is my teaching background.
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This is all you saw when we were in May,
because that's all the information that was available.
So I just wanted to show you the progress made.

60+ delinquent is the chart that the rating
agencies look at.

I think that's correct, Bruce?

And so that includes all the really seriously
delingquent loans: The 120+ that are technically in
foreclosure.

The only reason I didn't put a total
delinquency here is because 30-day goes up and down and
up and down. People will miss a payment and they catch
up; and so it's not a real indicator.

I think what you see here is significant
progress. It's bad news for the borrowers. This is not
what we're in the business of doing, is kicking people
out of their homes. But there are just a lot of
situations where foreclosure is the best way to proceed.
And we've made a lot of progress in moving ahead with
foreclosures.

So some of this that you will see over that
period of time is an increase -- reflected over in
Chuck's shop, is an increase in REO inventory. So that's
why that workload has increased. But we have made

progress.
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The only reason why this chart would go down
like this, is because we're putting fewer loans in than
we're moving out on the back end.

I believe Mr. Smith had a gquestion, Mr. Chair.

MR. SMITH: Yes, what you just said right now,
I'm just trying to get a sense of, is this a true
reflection that things will coming back to the good, old
days? Or is this a reflection of, we are not -- we don't
have new loans? I mean, what's your sense in terms of
the trend? Are we going to see less foreclosures going
forward now?

MR. SPEARS: ©No, I don't think so. I think
we're going to see -- certainly not a decrease in
foreclosures this year. There's still a large backlog
there, and there's still people who are going into this
category in the coming year.

MR. SMITH: But we have less people going into
default. That's what I was Jjust trying to get an
understanding.

MR. SPEARS: Then we're moving out in
foreclosures, that is true. But it doesn't mean that
we're going to have fewer foreclosures.

MR. SMITH: What's our backlog on foreclosures
that are targeted?

MR. SPEARS: I'm trying to -- now, these are
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the conventional loans. You know, on FHA loans, we file
claims.

I may have to ask Chuck for some help here.
But our seriously delinquent 90+ part of this --

MR. McMANUS: I think because we have so few
cures for 60-day-plus. 60, we assume 70 percent will go
to foreclosure. 90, we assume, 80. And at 120+, we

assume 90 percent will go to foreclosure.

And if you -- I'm sorry, I have a chart here
I can refer you to. It's --
MR. SPEARS: I think it's conservatively -- 1if

you wanted to, you could say conservatively, would be
everybody in this category: 1,500 loans. But that's
probably too conservative.

We also have high hopes for the Hardest Hit
Funds that would be able to help some of these folks.
Some of them will cure.

But I'd say a large portion of the 1,500 loans
or so in this category are probably going to eventually
not come back.

MR. SMITH: Right.

MR. SPEARS: Is that fair, Chuck?

MR. McMANUS: I think that's accurate in this
environment. With values at 50 percent of original,

people just don't fight to save their home if there's a
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financial problem.

MR. SPEARS: Right.

MR. SMITH: Do we have a sense of those that
are not in default, what percentage of those are the
values substantially lower than the loan?

MR. McMANUS: Most, because we have a
relatively young portfolio of loans because everybody
refinanced when their values went up and cashed out.

I would say -- the values are at about year
2000 right now. The price of homes is at the year 2000
prices, which is about 50 percent less than the 2006
prices -- 2005, 2006.

So you're going all the way up, and now it's
coming all the way down to the 2000. And our book of
business is relatively young. Basically, huge amounts in
2005, 2006, and 2007. That's probably 70 percent of our
book.

So it's people that can make their payments and
want to stay living where they're living. And we've got
85 percent of the people making those payments. Those
are the ones we hope keep making their payments. And
those that have a little financial problem, we'll help
with a mod program.

MR. SPEARS: The rough estimate, I think,

Ruben -- and we're updating the Milliman study to try to

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 30




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

81

CalHFA Board of Directors Meeting — January 20, 2011

predict how many folks are now current that will
eventually go in default. And I'm not sure when that's
scheduled to be done. But what we're trying to do is to
use the latest data that we can. But I think the last
time we took a look at this, our estimate is somewhere
in the 75 to 80 percent of our loans are underwater, to
some degree. And a very large percentage of those are
seriously underwater -- I guess more than one-third.

130 percent LTV.

Despite that fact, as Chuck says, about
85 percent of our borrowers are current. They're not
even one payment behind.

And if our former colleague on the Board,
Barbara Macri-Ortiz was here, she'd tell you that she
believes that that is because they didn't buy these as
investments. They didn't buy these to flip them, they
didn't buy them to suck equity out, they bought them as
homes. That's their first home. They feel differently
about it than some other folks might have in the rest of
the world.

So that can't be borne out in any statistic
that I can find. The only thing I can tell you is that
I've gone to loan servicing and asked for a copy of the
logs that people say why they're going in default, and

they say all kinds of things. But they don't just come
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right out and saying, "I'm leaving because I'm
underwater." Most of it is: "I have expenses, I have a
decline in income, I'm unemployed." They talk all around
it, but they don't actually say, "Well, I'd rather keep
my credit cards and lose my house." Nobody actually says
that in a telephone conversation.

MR. SMITH: So is the loan -- the principal
reduction program that we have, do you think most of
these folks would qualify, the 85 percent that are
paying, since most of them are underwater? Or at what
point do they qualify for the principal reduction?

MR. SPEARS: That program requires you to have
a hardship, to be in default, or to be in imminent danger
of default. So if you still have your job and you can
make your payment, but you're just simply underwater, you
don't qualify for that program.

MR. SMITH: Okay.

MR. McMANUS: Yes, reduced income is the
absolute requirement to then be considered. If you have
that, then we generally can offer a program that will
give you an affordable payment.

MR. SMITH: Right. That makes sense.

MR. SPEARS: They qualify on all the other
points. They own and occupy, they're low and moderate

income -- everything else. They just have to have that
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hardship.

MR. SHINE: All these people whose homes are
underwater, that large a percentage of them are current
on their monthly payments. Is that what you're saying?

MR. SPEARS: Yes, sir.

MR. McMANUS: Yes.

MR. SHINE: I hope they don't get smart.

That's amazing.

MR. GUNNING: Not well underwritten.

MR. SHINE: And the fact that if it's a
first-time home buyer, he's right, they don't buy --
everybody else advises you, "Don't worry, it's a great
investment, we're going to do this. You take 100,

200 grand out," blah-blah; and these people, they just
walk.

You said 60 to 70 percent or something like
that of those people underwater are still making
payments?

MR. SPEARS: I think it's higher than that.
think it's 75 to 80.

MR. SHINE: Be nice to the collecting agencie
That's amazing.

CHAIR CAREY: I tend to agree with Barbara,
that is the focus, is homeownership. And folks are in

there.

I

S.
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Is it reasonable to say then that the apparent
improvement in this chart is largely due to processing
rather than the declining number of delinquents?

MR. McMANUS: Yes, the number of delinquents,
because we haven't been adding new delinguents very fast.
And we've processed -- we've either modified or
foreclosed, is reducing the number still delinquent.

But it has, as Steve said, stabilized. I mean,
we're not having a big rush.

CHAIR CAREY: And what's the situation with the
interest-only portfolio right now?

MR. McMANUS: They will be changing payment,
about 150 loans a month this year, so...

CHAIR CAREY: And that's just starting?

MR. McMANUS: Yes, and the change will be
between 16 and 19 percent. Their payments will be going
up. But they will be calling, I'm sure, for
modification. And we can respond to that if they're
qualified for modification. And that alone could cause
the problem, the affordability problem.

MR. SMITH: Is it true then, that
modifications, you're only qualifying if you have a
reduced income?

MR. McMANUS: Unless you have a changing

payment mortgage which causes there to be a problem
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relative to the payment, your income is reduced as a
percentage.

So we will definitely consider that if it's an
affordability issue, and we'll run it through our model,
and we will get a positive cash surplus on a monthly
basis for that borrower.

MR. SHINE: Is the actual number of fresh
problem deals coming in more, less, or equal to what it
was several months ago?

MR. McMANUS: It has declined.

MR. SHINE: Is that --

MR. McMANUS: It has declined because our
portfolio is smaller and aged and, therefore, it's
reduced.

MR. SHINE: But the new people coming in, that
have had loans for whatever time, there is less of those
people coming in now than there was --

MR. McMANUS: Slightly. But we expect it to
plateau where it is because of the impact of the IOP will
cause those to go delinquent.

So we expect that total number of new, fresh
delinquents to be pretty consistent with where it's been,
and then we have to proactively modify.

MR. SHINE: But those are going to go down

more, the red bars and the line -- the number of loans.
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As each month goes by and you process out the bad ones
and you get less new ones that are bad --

MR. McMANUS: I think it's going to flatten
out, Jack. But that's my projection.

MR. SHINE: Do you think so?

MR. McMANUS: 1It's going to flatten out at a
level because of the new one's coming from the IOPs. And
then we cure them, and then we can reduce.

But we've got two years of IOP -- big years.
2006 is coming now, 2007 is after. Those were big years.
So I really think we'll have to work very hard to keep
that flat.

CHAIR CAREY: But keeping it flat is better
than what could have happened.

MR. McMANUS: It will be wonderful.

MR. SHINE: Well, I know.

CHAIR CAREY: 1It's very positive.

MR. McMANUS: If we could keep it flat, that
would be great because we're then curing the ones that
are in there, a significant portion.

"Curing" means brings current.

MR. SPEARS: Someone asked about process.

This steep climb, back in '09, was definitely
process-oriented. That's the same phenomenon that you

saw in banks all across America. Bank of America told us

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 36




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

87

CalHFA Board of Directors Meeting — January 20, 2011

about a month ago that since this all started, they had
hired 18,000 new people to deal with their loan services.

I wish just a few of those people could be
dedicated to our loans. But we were caught in the same
way. Lots of hiring -- this is when we moved the loan
servicing center, got everybody into one room, hired more
temps. But by the time you did all that and trained, we
got behind. A backlog built up.

Plus, if you remember, we had several
foreclosure moratoriums at first when there were various
programs being considered, nationally and state. And so
we simply got behind.

And so this decline is, part of it is catch-up,
SO...

CHAIR CAREY: Okay.

MR. SPEARS: The next slide -- so off of the
sort of depressing news to better news, and that is that
we have renewed single-family lending. And we have two
or three slides here: One on renewing single-family
lending, a couple or renewing multifamily lending, and
then the reason Margaret is up here is because this
impacts her. When Bob does more work, it gets
transferred over to Margaret in Asset Management.

The single-family side, remember, in May we

were going to do this 100 percent LTV Fannie Mae,
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affordable project. That worked great, right up to the
point where Fannie Mae changed the rules right at the
last minute in the economics, and we basically had to
tell them that we weren't interested anymore. At which
point Gary got his staff in gear, and we told the story
to you last summer and in the fall. We put together --
revived our FHA program very quickly, and got back to the
Board. And so we have 627 loans in play.

This flow started rather slowly. And then as
interest rates took off in October, November, this really
picked up. So we have $127 million in reservations.
We've actually purchased 64 loans. And a lot of that's
because, again, these take two or three months to close.
And by the time you do that, some time goes by.

So here's a picture of the quality of the loans
purchased.

I just took the 64 loans and divided them into
12 million bucks. And it's a lot less than our average
loan used to be. No surprise there. Home prices have
declined. 1It's $187,000.

I think our loans were averaging in the
$275,000 range before we shut down lending.

The FICO scores are a bit of a surprise.
They're almost 700. And prior experience -- Gary went

back -- I don't know if you guys remember this, but FHA
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didn't pay any attention to FICO scores for a while.
But at the tail end, we were seeing FICO scores of 685.
So that's gone up a bit.

The average LTV, not surprisingly, is
96 percent because that's what FHA has, 96 and a
half percent.

But if you add on CHDAP and our local partners
in AHPP, that's getting pretty close to a combined LTV of
100 percent.

A really significant change is that 65 percent
of all the loans we purchased so far are in the
low-income category. And at CDLAC -- and we have Joanie
Jones-Kelly here, who used to be the director there, she
was always wondering what the statistic was. The goal
for CDLAC when we get our allocation is 40 percent. So
we are far above our goal at this point. And that's a
really good thing.

Gary, I don't know if you want to add anything
at this point?

MR. BRAUNSTEIN: I think you highlighted most
everything, Steve.

The one reminder to the Board you mentioned
was, there's a ramp-up period. So, you know, we were
running fast and furious prior to our fiscal year on the

Fannie Mae Advantage product, which we were anticipating
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rolling out.

We got light on our feet, stepped back,
developed the FHA product, and launched that in
September.

And to Steve's point, it takes a good three
months to build up a pipeline, get the lenders back aware
that we're lending this project, get our outreach and
business development focused in on the products we're
offering. And we're seeing the rewards of those efforts
with a pipeline today of $127 million.

A good portion of that has been in December.
So we'll start seeing this pipeline ramp up quite
considerably.

One other point is, we're enjoying a more
diversification of lenders submitting loans to us than
we've done before in the Agency. We're getting more
loans from a number of different lenders, large lenders
as well as mid-tier versus a concentrated effort of loans
from just a smaller group of lenders.

And some of the large lenders that we're
beginning to establish relationships again is: Wells
Fargo; of course, Bank of America, who is our master
servicer; Chase; Citi; MetLife; and some of the other
larger players.

And so we're getting business from them. And
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then we'll be targeting more of the mid-tier lenders to
round out the group.

MR. SPEARS: Just, again, for the Board
members, I just want to confirm with them, we're not
buying FHA whole loans; we're buying Ginnie Maes. Bank
of America i1s acting as master servicer and securitizing
those. And in keeping with that business model that we
talked about before: No additional risk to the Agency.

All right, again, moving along.

Priority 3, Renewed Multifamily Lending. This
is -- the same is true with the FHA program -- all
possible because we're participating in the New Issue
Bond Program. U.S. Treasury money is available there, at
a very low rate.

We were able to extend that. And that was one
of our objectives. So that now we could use this program
all the way through 2011.

We received $380 million in commitments to buy
our bonds from Treasury. So that's been escrowed.

$262 million has already been done --

MR. DEANER: Well, $242 million is the New
Issue Bond dollars, $20 million is private placement.

We can leverage some of the New Issue Bond dollars with
market-rate dollars, which we did on some projects. So

242 of the 262 has been either committed or closed.

Daniel P. Feldhaus, CSR, Inc.  916.682.9482 9]




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

92

CalHFA Board of Directors Meeting — January 20, 2011

To date, we have another $70 million --
$80 million that we're closing in the first quarter. We
have 40-plus million in process. And then the last
$90 million or so, we're going to look to use for
refundings within the portfolio. Treasury gave us the
ability to use 30 percent of the bonds for refunding of
our portfolio. And we have some securities that we're
looking to refund on the multifamily side.

If, for some reason, we can't do that, those
dollars will go back out. And I'll easily be able to put
them out.

When I went to the loan closings, we have to
close these because you only get so many draws to deliver
to Treasury. So we closed 12 deals in one week, which
was quite a task.

But meeting with the borrowers, a good portion
of those had indicated that their deals wouldn't have
happened if it wasn't for the New Issue Bond Program just
because of the financial constraints and the market.

And a number of them said, "If you can get more
of this money, I've got plenty of projects for you." So
I could easily put out another $400 million or
$500 million.

Unfortunately, we know that's not going to

happen. We have the 380, that's what we're going to get
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for 2011. But all of those dollars will end up going out
in 2011. So it was very successful.

With the extension, we became everybody's best
friend in 2011.

MR. SPEARS: I'm happy to say that many of the
projects, as we noted up there, wouldn't have been
completed but for this funding.

MR. DEANER: Yes.

MR. SPEARS: So that's good news economically,
it's good news for affordable housing, units that are
needed in the state every year.

It's been nice to be back in the business
again, even on a conduit basis. We've been helpful to
a lot of projects.

MR. DEANER: And because we did this as a
conduit lender, it got us to retool as a conduit lender.

And so, therefore, with the carryforward that Bruce
talked about earlier, the $800 million from 2010, we're
looking to utilize that as a conduit program in 2011,
with no risk to the Agency.

So I'll bring that in March. But that is
something that we're going to look to do in 2011, to
continue it outside of the New Issue Bond Program.

MR. SPEARS: Right.

The other two things we continue to be active
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with are the MHSA program that, as I mentioned before,
Kathy is very involved in.

I put total program numbers up here for you,
so you can get an idea of the size. Remember, we
received almost $400 million for this. $236 million has
been requested. We have produced 2000 MHSA units so far.
So this has been a really, really successful program.

And I know some of you may have heard that some
of the MHSA money that has not been committed, they're
trying to pull that into the General Fund.

My understanding is that that would not apply
to these funds. That they're committed and have been
transferred to us and they are -- they're considered not
available for the General Fund purpose.

MR. DEANER: And I would add that these dollars
also helped projects get done, because there's a number
of projects that, when the market turned, that utilized
these dollars and transferred the units for the MHSA
program, so it assisted in getting the actual projects
done.

MR. SPEARS: Yes, I wouldn't describe them
exactly as gap financing, but it gave us a -- it's a
little different than, I think we thought we were going
to see whole MHSA properties, and it wound up to be units

here and there.
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And so from a policy standpoint, I think that's
a good thing for folks, tenants. From a project
standpoint, it was definitely very helpful to get some
projects done that, again, probably would not have been
done. But 2,000 units --

Is Kathy still back there?

Too bad. I'd like for her to take a bow.

She's been very, very instrumental in this.

And then finally, we've talked about this
before, but the TCAC processing of ARRA funds, of
economic recovery funds, we've been helpful to them,
providing staffing.

All three of these, though, are fee-based. And
they've brought in a very large amount of fees for the
Agency. On a long-term basis, if we're going to be a
fee-based outfit, we're going to have to seriously look
at how our overhead is structured, because we're not set
up to do just fee-based financing in multifamily.

But, you know, we are keeping busy with the
opportunities that are out there. That's what we're
trying to do right now.

So, all right, again as I said, everything that
Bob winds up doing gets transferred to Margaret.

So we have almost $2 billion in loans. 40,000

units under her management at 96 percent occupancy.
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This is not the problem area for CalHFA. These
are very proforma loans.

We have one small change. There are two very
small properties in the Southern California area that are
over 30 days delingquent. So two out of 500 is a pretty
low delinquency rate. So I think that's pretty good.

But this is where Margaret's -- you don't
realize this, but we're going to manage MHSA units in
Asset Management once they're done. And we've had
12 permanent closings, 95 more units. 85 are receiving
Capital Operating Subsidy funds. And that gets all
managed by our Asset Management group.

Finally, we've talked to you about this Pilot
Prepayment Program if you're within seven years of the
loan maturing, that we're talking to folks -- four
interested parties, anyway.

How many letters did we send out originally?

MS. ALVAREZ: 51.

MR. SPEARS: Right. So four out of 51 have
expressed an interest so far. So we'll keep moving ahead
with that.

In the past, there's been more interest in
prepayment.

MR. DEANER: I was going to say, then those

four are in the New Issue Bond Program. They're the ones
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in the pipeline.

MS. ALVAREZ: Well, actually not.

MR. DEANER: Well, there's --

MS. ALVAREZ: No, we counted them as something
else because they got -- they paid off their loans
because of being refinanced, not because they had the
chance to prepay and get out.

MR. DEANER: Oh, okay.

MS. ALVAREZ: I'm sorry, there's a distinction

there.

MR. DEANER: TIt's technical.

MS. ALVAREZ: It's fine, but it's a technical
distinction.

MR. DEANER: Her payment, my money.

MR. SPEARS: Okay, any other questions on the
multifamily side of things?

(No response)

MR. SPEARS: I would love for the bond market
to come around and, you know, we're doing permanent
financing and will be able to do construction financing
again at some point in the future. We're just not able
to do it at this point.

All right. So then again, the next slide,
Mr. Operator.

Thank you.
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MR. DEANER: Not a problem.

MR. SPEARS: At the May Board meeting, we
combined 4 and 5. I think it's still appropriate.

We did put this first bullet in the old
partnerships because I guess we consider ourselves old
partners with the United States Treasury at this point.

We are spending more time going back and forth
to Washington, D.C., than we are going to New York. 1It's
a sign of the times.

But one of our main objectives was, back in
May, was to see if we could get this program extended on
into 2011.

We were able to do that. I can't take full
credit for it. But one of the big reasons why Treasury
felt a lot of pressure to get this done is because a very
large chunk of money in California was not going to get
used unless it got extended. So I think we were able to
put a lot of pressure on them.

But one of the big elements was the rate
relock. They allowed us to drift in -- because we all
thought we were geniuses by locking in the rate last
winter at -- what was it, Bruce, 3.49?

And then it continued to slide during the year.
So we've been able to take advantage of a declining

interest rate.
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It's been great for the single-family program.
It makes our product very competitive. And that's been a
real success.

Then on the single-family side -- Gary, why
don't you spend just a couple minutes talking about the
BLOCK Program --

MR. BRAUNSTEIN: Sure.

MR. SPEARS: -- and the Federal Targeted Areas
Program.

MR. BRAUNSTEIN: Sure.

The BLOCK Program was a new initiative that we
rolled out recently to nonprofits. And we allocated
S50 million out of the NIBP towards this program. And
it's simply for new construction. And we're providing a
forward commitment of a forward rate, as well as
allocating the funds. So we're offering a 5% rate on a
forward commitment of 11 months, ten months, or nine
months out for nonprofit builders and developers to take
advantage of this for new construction.

MR. SPEARS: This is something we've done
before? We're reviving this, right?

MR. BRAUNSTEIN: Yes. Yes, it's something that
we've done it before. We're just reviving it again, and
we just launched it recently last week. And so we're

just beginning to get some activity and some interest and
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responses.

On the Federal Targeted Area Program, this is
a new initiative that will be rolling out shortly. 1It's
based off of census tracts and allows us to offer our
loan programs to non-first-time home buyers and in the
federal targeted areas by census tract. It carries with
it a little higher sales price, a little higher income
limit to allow us to take advantage and provide our loan
programs to these federally targeted areas that are based
off a census tract.

MR. SPEARS: Again, I think this is revival of
something we were doing a few years ago, right?

MR. BRAUNSTEIN: Yes, it something we have --
yes, it's a revival of what we've done before. We've
offered this all along. We're now putting it into a more
proactive business development effort because there's
opportunities for potential homeowners that we, in the
past, were not, if you will, proactively marketing and
seeking.

MR. SPEARS: Right.

MR. BRAUNSTEIN: And so this initiative is
really packaging that opportunity in a little bit more of
a focused task force consortium arrangement throughout
the state, where we're bringing realtors, lenders, loan

officers, potential borrowers in these federal targeted
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areas and providing a more concentrated opportunity for
those individuals.

MR. SPEARS: Any questions on that?

The other thing we've been doing is talking to
both Fannie Mae and Freddie Mac about new initiatives for
them to provide credit enhancements, where we can do some
lending.

But, again, in keeping with the objective of
trying not to take on additional real-estate risk at this
point, see if we can partner with them, get some lending
done that wouldn't otherwise be done, earn a fee, and
stay active.

Bob, you just want to mention a couple things
about that?

MR. DEANER: Sure, sure.

The good news is that I was a
Fannie Mae/Freddie Mac multifamily lender for 12 years

before I came to CalHFA, so I know their programs very

well.

And what we're targeting is, with Fannie Mae
it's utilizing one of their DUS licenses. They call it
"DUS." 1It's "Delegated Underwriting Servicing." We

would partner with one of their DUS licenses, and we
would deliver loans to them, which then would turn into

commitments that would be credit enhanced, either at the
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loan level or the bond level by Fannie Mae through one of
the DUS groups. So we're in negotiations. What CalHFA,
we've talked about, is we'd get some fee income and some
servicing out of it.

The other is Freddie Mac. We flew back to D.C.
and met with them. And their program is similar to
Fannie from an underwriting standpoint. I used to battle
between the two of them when I had deals. But the only
difference is that they take 100 percent risk. They
don't delegate to any of their servicers. So you deliver
actually an underwritten package directly to them, and in
Targeted Affordable Housing they do it out at D.C., they
look at that, reunderwrite it, approve it, and then give
you approval to issue a commitment.

In that case, we would be a direct
seller/servicer to Freddie, is what we're talking to them
about.

They have a new program they're rolling out,
where they want to do more preservation housing. And
they're targeting groups that do more preservation
housing, like at CalHFA.

So the good news is we're one of the first in
line when they decide to roll this out; and then it will
just be an agreement between CalHFA and Freddie Mac on

how we establish that. But it would give us the ability
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to use their Aaa credit enhancement to deliver bonds with
no real-estate risk to CalHFA. And again, we'd get fees
and some servicing for that.

So we've already -- I've taken our staff, and
with the help of Laura Whittall-Scherfee, one of my
chiefs, we've retooled our underwriting to what they call
their guidelines, the Fannie Mae and Freddie Mac
guidelines, because they are pretty similar. So we're
ready to go. It's a question of when can we tee it up
with these two groups to start rolling it out.

And it's going to take some time. I wish we
could do it in 60 or 90 days. But they're bigger
gorillas than we are. So they move at their pace. And
so we'll keep pushing them as hard as we can, but it's
going to take a little time to get that established, but
we'll get it going.

MR. SPEARS: Excellent.

Any questions about that?

(No response)

MR. SPEARS: 1If not, we'll move on to something
that we have talked about several times, but I wanted
Margaret -- Margaret Jjust returned this week from some
meetings in Washington, D.C., about the performance-based
contract administration. This is HUD's national renewal

of contracts to administer HUD projects in every state.
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And I'll let Margaret just give you a quick
update on that.

MS. ALVAREZ: Yes. As a reminder, we do
131 projects right now as what they call a traditional
contract administrator. So this is something we know how
to do.

The performance-based contract administrator
does Section 8 properties that the Agency doesn't
finance. 1It's the state's entire portfolio of Section 8
properties.

And there's a lot of interest, that there will
be other bidders. 1I've talked about this for two years,
and I feel like I never have a new song to sing about it.
But HUD promises now that the contract will be out for
bid the first part of February, and they still have a
target date of October 1st, 2011, for the chosen
contractors to begin their work.

I think last -- two years ago, when I first
started talking to you all about this, their intent was
to start the contract January 1st, 2011. And they
haven't even put it out to bid yet. So they're behind.
And as soon as it comes out, we'll jump in the game and
put in our best bid and work very hard to get it.

MR. SPEARS: They've reduced -- to try to catch

up, they've reduced the response time on the RFP from
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90 days to 60 days. So they're taking -- we're having to
pay for their inefficiency. But, whatever...

We do have a contractor on board to help us
with that process and to help us write that and do the
work. So that's good.

Well, I'd say this, before we get to the
operating budget, next Monday, Tuesday, are the days when
we have our senior staff offsite to start the planning
process for Board members who haven't been through this a
lot and for Cathy who it's her first time through. Our
procedure is for us to do this review, get feedback from
the Board, meet in an offsite, put together a proposed
business plan, present that to the Board at the
March Board meeting, get your comments, then bring back a
finalized business plan at the May Board meeting with a
budget that goes with that business plan. That gets

adopted, usually, in May. And then we're ready to go for

the July 1 -- because we don't have a June Board
meeting -- then we're ready to go for the July 1 start of
the vyear.

So that's going to be the process with the
Bureau of State Audits examination, plus this response
that we're going to have to put together for PBCA.

There were a couple other things, very quickly,

I was going to tell you about: The Bay Area Housing Plan
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bonds, which Katie is working with us on; and the M.TI.
audit that's going to go on and all this new lending.

It's going to be a very busy winter and spring
for everybody at CalHFA.

MR. SHINE: Can you give us a little quick
two-sentence update on the Bay Area Housing Plan, on
getting rid of that stuff?

MR. SPEARS: Yes. I thought that we were going
to do that later, but I'll do it right now.

The update on the Bay Area Housing Plan bonds.
Scheduled to close the bond sale February 17th. Now,
that means the sale has to occur before that, right?

So the official statements have either gone out or
they're about to go out, Bruce -- they're about to go
out.

California Health Facilities Finance Authority
is going to be the ones to sell the bonds. Cal-Mortgage,
which is another branch of state government, is going to
guarantee the loans -- not the bonds, correct?

So this is going to be sold now as a health
facilities bond deal, not a housing bond deal, which we
think will work much better.

So that's the schedule. Our loan, where we're
carrying these loans right now, the loan from BofA is due

February 28. So if all goes according to plan at this
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point, the bonds will be closed, the loan will be paid
off to Bank of America on time, everything will be great.

The only -- it's not really a hiccup. But we
keep getting queried by our friends at Moody's, you know,
"What are you going to do? What are you going to do?
What are you going to do if that schedule gets delayed
again?"

So the legislation allows for the director of
the Department of Finance to provide a General Fund loan
to CalHFA if the bonds are not sold by January 15. That
day has come and gone.

As you know, the General Fund is not all broken
out with cash. So what we're trying to do is a little
bit different take. And this afternoon at four o'clock,
we're going to head down to the Treasurer's office and
meet with Katie and her staff and some folks from Finance
and talk about some options with regard to that.

And the only reason to do that at this point --
because I have every confidence that the bond sale will
go off on schedule -- it's very rare that you pull back
a bond sale once the official statements go out and
bondholders start getting ginned up to buy the thing.

So I think it will go off on schedule. But
we're doing this exercise to help make our friends at the

rating agencies a little happier.
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MR. GUNNING:

MR. SPEARS:

MR. GUNNING:
sale.

MR. SPEARS:
state deal, but --

MR. GUNNING:

MR. SPEARS:

Talk to New

Sir?

Jersey.

They pulled back on their bond

They did. It's not the same as a

Different -- right, right.

-—- but I understand.

And that's why we're going ahead with the

conversation.

MR. GUNNING:

MR. SPEARS:

Think positively.

Right. 1I'l1

say this: I'll give

Katie Carroll huge kudos for helping to convince the

folks at Cal-Mortgage.

We were in a meeting. And it was

really great to see Katie in action.

right away there was no reason --

MS. CARROLL:

Thank you.

She convinced them

But I think we have

to give our friends at Finance some kudos for that one,

too.

MR. SPEARS:

very quickly saw the light,

needed to be done.

MS. CARROLL:

Well, vyes, I

That's good.

think it was -- they

that this was something that

Well, you guys did

a good job. And I think that sort of selling these as a

health facility was the right thing to do. I think that
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really moved the conversation along.

MR. SPEARS: Right. If you wouldn't mind
operating there for a second --

Well, I'm sorry. Howard can come up.

MR. DEANER: I can be the button guy, if you
want.

MR. SPEARS: I know the hour is late. We have
a couple more things.

Howard, why don't you come on up-?

MR. DEANER: I'll hand off the baton.

MR. SPEARS: And just a quick update on the
budget.

I think the bottom line is this: That at
present, we are under budget. We're planning -- if
we keep going at this same rate, by the time we get to
the end of the fiscal year, we'll be under our adopted
$48 million budget by about two and a half million
dollars.

There are a number of reasons for that. We're
still operating at a very high wvacancy rate. But we have
increased costs for temps and overtime. So I think you
can kind of pretty quickly see what we're doing here.
We're dealing with temporary issues with temporary help.
We're authorizing overtime when we need to. We've added

seven positions.
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But what we told you at the May Board meeting,
if lending really took off July 1, we would start to fill
vacancies. And that didn't happen. I mean, lending
really didn't take off until September, October, or even
into December. Gary said that most of the reservations
that we have in the pipeline came in, in December. So
that's the reason why these costs are probably lower than
what we would have otherwise had.

MR. SHINE: What about the income side?

MR. SPEARS: Well, we'll get to that in just a
second when we go over the financial statements. This is
just on the operating budget side.

We are still spending money on the strategic
projects. The biggest one that we have going that we are
almost finished is the loan reservation system for
single-family. That system is really decrepit and needs
help. We're also spending more time -- well, the move
went according to schedule. We made a move of loan
servicing to West Sac. We moved the portfolio folks to
West Sac. We moved the Hardest Hit Funds people to West
Sac. And we consolidated the Senator Hotel and Meridian
locations into one location over here and did that under
budget. So I'm very happy to report that.

But I think it's still important to invest

these monies in updated systems because I think I have
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every confidence that we can meet our challenges and move
on with renewed lending down the road. And we're going
to need these newer, updated systems as we move along.

So any questions on the operating budget side
of things?

(No response)

MR. SPEARS: I hope I can report that we are
spending less money than planned at the end of the year.
I think we'll probably do that.

MR. GUNNING: Just one comment, Steve.

MR. SPEARS: Yes, sir.

MR. GUNNING: The Hardest Hit Funds
reimbursements, so are they slow? Or what's the story
there?

MR. SPEARS: ©No, I think we're getting
reimbursed for everything we need to be reimbursed for on
time.

I think, in reflecting back, when we -- we sort
of sent out to staff, if you're going to be working on
Hardest Hit Funds this year, we need to know how much,
and we need to plan for that.

And I think the difficulty is this: I spend
time working with Chuck on implementing, you know, our
program at CalHFA. You know, banks around the state are

doing the same thing. We don't get reimbursed for that
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part of it.
If you're helping Di with the statewide Keep

Your Home California campaign, that's what we get

reimbursed for. So I think we probably overestimated
inadvertently.
I may put down some time -- some of that time

that I spend with Chuck, and I'm not turning in that time
for reimbursement at this point.

So I think it was a misunderstanding early on
about what we could and could not get reimbursed for.

Next is a quick update on the first quarter
financials.

Lori, come on up.

Again, I don't want to rush this, but I know
the hour is late. I just want you to see how we're doing
so far.

And we put in year-over-year quarters of --
why don't you hit the button and go to that first slide?

I think you can see, year over year, we've lost
program-loan interest income. We don't have as many
loans as we did before. And that's pretty obvious.

We've lost a little income from investments, but those
are assets that we have invested in the State Treasurer's
Pooled Money Investment Fund.

This Treasurer, and every Treasurer before this
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one, has the ability to brag that they have never lost
money on a single securities transaction. It's just a
function of interest rates. And as interest rates slid
over the year, we saw less interest income from
investments. So that's not a surprise.

We have, down below, again, a drop in interest
rates has meant that we spend less money on interest
expense as well.

And so the only thing is, Lori, you might want
to just take a couple of seconds and tell people what the
big items are in the $69 million of other expenses.

MS. HAMAHASHI: In that total, we do have all
of the REO expense -- I'm sorry, am I close enough?

MR. SPEARS: Yes.

MS. HAMAHASHI: All the REO expenses that we're
paying out --

MR. SPEARS: The mikes are turned down pretty
low.

MS. HAMAHASHT: Is this better?

MR. SPEARS: Yes.

MS. HAMAHASHI: Okay, all the REO expenses that
we're paying out, all the gap-related insurance claims
that are being recorded -- I mean, this actually is a
summary of probably about, I don't know, 50, 60 accounts

and, you know, throughout the years, when we've always
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had, you know, expenses. But as far as they're related
to delinquent and REO-related properties, that, you know,
those amounts have gone up. I believe we're spending
about $5 million on the gap claim payments, so they're
averaging about $5 million --

MR. SPEARS: Per month.

MS. HAMAHASHT: -- a month.

And $2 million for the quarter for the REOs.

I don't know i1f you want to go over some of the
other numbers that looked like they may have fluctuated
during the quarter.

But, you know, in June, we did have to record
transactions related to the new standard that came out.
And it's on GASB 53.

So, you know, some of the fluctuations in the
other revenues account may have gone up or down. But all
of these transactions that we're recording were approved
by the auditors. I mean, we had to, you know, close out
certain accounts and start using a different set of
accounts in order to show that we were complying with the
new standard that came out.

I don't know i1if you have any other gquestions on
the income statement.

MR. SHINE: 1Is it accurate to say that at the

end of September '09 we lost 77 -- I guess these are all
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millions, right?

MS. HAMAHASHI: Yes, they're in millions.

MR. SHINE: Dollars.

And now things got really tough, and we only
lost $28 million this last quarter. 1Is that right?

MS. HAMAHASHI: Well, you know, within this
time frame, we've been a part of the NIBP and TCLP
programs.

MR. SHINE: But the bottom line, at the end of
the day, it's $28 million negative, right?

MS. HAMAHASHI: Correct.

MR. SHINE: Where does that money come from?
Where do you get the $28 million to break even?

MS. HAMAHASHI: Okay --

MR. SPEARS: I think the simplest answer to
that is, we have earned-fund equity retained earnings
over time.

MR. SHINE: Is that cash money?

MR. SPEARS: I think that, from an accounting
standpoint, it would be retained earnings.

Our cash liquidity situation is something that
Bruce follows pretty closely. But we have a pretty solid
liquidity situation now under current conditions, and
so --

MR. SHINE: And so this income here that makes
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up these losses for all these periods comes out of
retained earnings that have not been applied?

MR. SPEARS: Correct.

MR. SHINE: The auditors are okay with that?

That's a question.

MS. HAMAHASHI: Yes. Yes.

MR. SHINE: Then so am I.

MR. SPEARS: Another chart -- well, let's —--
we don't have the balance sheet up there, but let's go
to the next slide.

You'll see that overall, we have, you know,
roughly a billion or so in additional cash and
investments. And we have a large increase in bonds
payable. And that's a direct result of participating in
the New Issue Bond Program.

We sold bonds, and they were escrowed. So
liabilities increased and cash and investments increased.

Now, you're wondering, I'm sure, why then --
how come bonds only went up by $700 million. We've
retired a lot of debt -- about $300 million. So that
puts us in better shape than we would have been in the
fund equity.

As Bruce said before, some of these strategies
have resulted in an increasing -- or retained earnings,

our fund equity by as much as $40 million collectively.
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So at present, we have about $11.3 billion in
assets and $1.5 billion in restricted equity.

And as Bruce always admonishes me to do, I want
to be careful and advise you that not all of that
$S1.5 billion can be applied to loan losses and General
Obligation expenses and that sort of thing. So we should
take care.

But the next slide is one that we showed you
before. And I think it's been helpful so we're showing
it to you again, and that is, if we have concerns about
our loan losses, what are we relying on as far as the

ability to absorb those losses?

So here again, a chart you've seen before. The
loan insurance -- the Mortgage Insurance Fund has
claims -- and let me preface this by saying, these loan

loss reserves are available for loans that are currently
delinquent.

So we would, first of all, pay the loan
insurance portion -- the loan insurance fund's portion.
Their portion is $52.9 million, almost $53 million. They
only have equity of 35 -- almost 36, as the footnote
says. So that fund has negative equity.

Plan A is that, over time, the remaining
policies will generate premiums and help to pay off that

deficit.
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If, for some reason, that just didn't happen,
those losses would be absorbed by HMRB. But at
present -- and we're in discussions with the auditors
about how to present this exactly -- but I think as we've
said before, in about July, the Mortgage Insurance Fund
is going to have to tell folks, "Here's part of your
claim, and here's the process we're going to use to just
settle up down the road."

And the individual that they're making that
statement to, really, is the HMRB indenture because
that's where these flow to.

We are relying on Genworth at this point for,
again, the loans that are in -- for about $150 million.
They continue to pay claims in full and in a timely
manner.

The gap insurance -- this is the amount that
was limited at one time. There are $63.4 million left in
that reserve.

And finally, the HMRB indenture is on the hook
for $55.4 million in loan losses and additional losses
with regard to REO inventory of $34 million.

And so the gquestion is, how much do we have in
HMRB to absorb those last two lines. I don't know if we
have that number available. The last time we checked, it

was somewhere in the $300 million range.
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MS. HAMAHASHT: 292.

MR. SPEARS: 2927

MS. HAMAHASHI: Yes.

MS. CARROLL: So the large jump in September,
is that as a result of foreclosures? What -- it just
seems like it went up a lot.

MR. SPEARS: In the HMRB?

MS. CARROLL: Yes.

MR. SPEARS: Well, the main reason for that,
is that that gap insurance reserve is dwindling down.

MS. CARROLL: Okay, okay.

MR. SPEARS: And so what used to be a gap
reserve number is going to go straight through to offset
the HMRB funding.

MS. CARROLL: So the gap isn't -- it's not
like -- I guess you must be taking a percentage of it.
It's not like you're just moving all the gap over until
it's gone, right?

MR. SPEARS: Oh, no. I describe it this way:
That as gap claims come through, we're paying them in
full at this point.

MS. CARROLL: Okay.

MR. SPEARS: But what we've done is, we're
saying that taking the loans that are there now,

estimating the losses based on that, we're not going to
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be able to do that.

MS. CARROLL: Oh, okay, okay. I think I get
it.

MR. SPEARS: And so beyond that, it just gets
transferred down.

MS. CARROLL: Okay.

MR. SPEARS: And, again, we think we have the
equity in HMRB to absorb that.

MS. HAMAHASHI: I'm sorry, it was 310. I was
looking at the consolidated total amounts. It's 310.

MR. SPEARS: Oh, even better. $310 million at
the present time.

Now, what are we doing about losses that may go
beyond those that are in delingquency now? And that's the
Milliman report that we're having updated.

And I can't remember, Bruce, when we're hoping
that will get done.

MR. GILBERTSON: I'm guessing in the next five
or six weeks, we'll get it done.

MR. SPEARS: Okay.

MR. GILBERTSON: But part of it on us, just
getting them the data so they could do the update.

MR. SPEARS: Right, right.

And that's important, too, because that's the

rest of HMRB fund equity, and that's the total number
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that we expect from Genworth.

MS. CARROLL: And so that would help predict
how long that 310 would last?

MR. SPEARS: Yes.

MS. CARROLL: Okay.

MR. SPEARS: That's the real concern.

And so I think if we can get that -- I don't
know if that would be ready to go by the March Board
meeting, but certainly by the May Board meeting, I think
we could share that.

MR. SMITH: Does that mean every time there's
a foreclosure, then the claim follows that, and that has
to be -- the difference has to be paid? Or how does that
work?

MR. SPEARS: Yes. And then if it's an insured
loan, we have our portion from the Mortgage Insurance,
but we have Genworth's portion of the deal, and we have
the gap claims, as long as that fund lasts.

And then those are cash payments into HMRB to
cover losses that we insured. After that, it's a
degradation, if you will, of the fund equity in there.
And that's what the $310 million is there to absorb.

MR. SMITH: So we're expecting 1,500 mortgages
in this fiscal year?

MR. SPEARS: I don't think necessarily in this
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fiscal year.

MR. SMITH: We did seven whatever --

MR. SPEARS: They will be over time.

MR. SMITH: We did seven hundred-something for
the halfway mark.

MR. SPEARS: I think so --

MR. SMITH: We're expecting to do, I'm
assuming, the same or more?

MR. SPEARS: Over the next six months?

MR. SMITH: Six months.

MR. SPEARS: Roughly, roughly.

MR. SMITH: And then do we have any projections
for the following year, foreclosures?

MR. SPEARS: We did -- at this point, I'm
assuming, at least for the first half of the year, about
the same rate.

I think we might see some decline, but I'm
trying to be conservative about this.

MR. SMITH: Right.

MR. SPEARS: Well, I think that's the end of
the business update presentation.

And are there other questions at this point?

CHAIR CAREY: Questions? Comments?

MR. SPEARS: Okay, well, we will take all this

into our off-site on Monday, Tuesday; and we'll bring you
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a proposed business plan in the March Board meeting.

CHAIR CAREY: Thank you.

-—-o000—

Item 9. Discussion, Recommendation, and Possible Action

Regarding a Process to Evaluate the Executive

Director as Provided by Resolution 08-17

CHAIR CAREY: The next item on the business --
I think we can keep it brief -- back in 2006, the Board
created a Compensation Committee. It now seems long ago
and far away. And it was a different time. But one of
the responsibilities of the committee is to do a review
of the -- an evaluation of the executive director. And
while the committee has not been fully functional for the
past year or so, I would like to suggest that we move
forward with that process of doing an evaluation as part
of our responsibilities.

And so I've asked Mr. Gunning if he'd be
willing to chair the committee, and he has agreed.
I appreciate it.

And at the moment, I've also asked Ms. Peters
and Mr. Shine to serve on that committee with us.

And so our goal would be to map out a time-
line. And our preference would be to meet, I think, and
get back here at the March meeting, if we can do that,

recognizing that these are difficult meetings to schedule
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because they are open meetings.

But that's the process.

MR. SHINE: Do you want to try and handle it
after our meeting on the 8th? Just extend that meeting,
and get it all done in one day?

CHAIR CAREY: That's a possibility. That's a
possibility.

MR. SHINE: I didn't realize before, if you
want to get this back here by March, that's a much
shorter fuse. So it will be beginning at the beginning
of the month --

MR. GUNNING: I was thinking of being more
aggressive.

MR. SHINE: Do you want to give him the answer
before we have the question?

CHAIR CAREY: Well, I will ask that JoJo help
coordinate the meeting at the first opportunity for us.

MR. GUNNING: Thank goodness for JoJo.

CHAIR CAREY: 1It's her responsibility that she
takes enthusiastically, I know.

Yes?

MR. HUGHES: Mr. Chair, just as a reminder what

the ground rules are. Obviously, the Compensation
Committee meetings -- any committee meetings -- are open
meetings. They have to be noticed and agendized and the
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whole thing.

Any discussions of the process by which the
Board wants to evaluate the executive director are open
meetings. An actual evaluation will be a closed session
meeting. So we have to know what the timing will be to
set those appropriately.

MR. GUNNING: Right. I will work with JoJo.

CHAIR CAREY: Okay, any other comments or
thoughts on that?

(No response)

—-—000—
Item 10. Report of the Chairman of the Audit Committee

CHAIR CAREY: Okay, with that, we have a report
from the chair of the Audit Committee, Mr. Smith.

MR. SMITH: Yes. We reviewed the charter for
the Audit Committee at our meeting this morning, and it
was recommended we change some of the provisions there.

One specific one which we want to bring before
you is the way that we select the auditor. And that
instead of the staff doing it and reporting to the Board,
that we put into place a process whereby the staff would
do the RFP and the Audit Committee would approve it --

I mean, the Board would approve it.
And then there would be either the Audit

Committee would do the interviews with the approved or
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selected, recommended accounting firms, or the Board
would do that.

And so we really wanted to come before you to
see -- get a sense of how the other Board members feel in
terms of whether you want to sit in on those interviews
as a full board, or whether to let the Audit Committee do
that and then recommend whichever one they feel is best
to the full board.

And so the idea would be, at the next meeting,
we would have something before us to amend the charter
for the Audit Committee, so that we could spell out how
that process would work.

So I guess at this point, I'd like to open it
up to Board members, to see if you feel that -- I mean,
normally, I think most boards operate where the
committees kind of go through and do all that and then
make a recommendation to the full board.

This being such a big issue, and given the
times we're in and given the situation we're in, it may
be something that we'd want the full board to participate
in.

Also, logistically, the staff is going to look
at whether or not that makes sense; because if it
shortens it in the sense that you don't have to do those

interviews with the Audit Committee, the interviews will
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be done with the full board. So logistically, it might
work better.

But, anyway, I guess the idea is to open it up
to the Board to see if there's any interest in being a
part of that.

The other thing could be that, if there were,
those that were interested could participate in the Audit
Committee interviews as well.

So with that, I'd like to open it up to get the
Board's input on that issue.

MS. CARROLL: For my part, I'm happy to have
the Audit Committee do those because I'm sure that you
guys will come back to us and let us know the basis on
which you're making the recommendations. So that would
be my preference.

MR. SMITH: Any other comments?

CHAIR CAREY: Ms. Creswell?

MS. CRESWELL: The only question I had was the
issue of timing. You know, so maybe before a final
decision can get made, we hear back from you on whether
or not -- I thought I heard you say there may be reasons
why, beyond just whether it makes sense practically or
not, that it makes sense to do it all at one time, to
either expedite or whatever. And so I don't know if you

still have more work to do before we make a final
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decision or if you know enough now to...

MR. SPEARS: We don't. I admitted in Audit
Committee that I came up with this brain child too late
in the current process.

There's probably never a great time, because
we have an audit that's done based on a December 31
financial date, and another one June 30. So we're
constantly in audit mode.

So we haven't started this yet. We'd need to
send out an RFP, and do whatever level of work that the
Board would like us to do before -- until we got to this
point, we could conduct those interviews, come up with
three finalists, make a recommendation to the Board, give
a presentation to either the Committee or the full Board;
or we could get down to two or three finalists and have
those folks come and either give a presentation to the
Committee or the Board. We haven't done anything yet
this year.

The timing issue for this year is that we need
for Deloitte to start the work on the Mortgage Insurance
Fund audit fairly quickly.

So we had the ability under the current
contract to extend their contract to do that. We talked
with Peter about this a few weeks ago. I told him about

my idea. And he said, "You know what? Let's just extend
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the current contract. Go ahead and do that."

So they're going to do this year's mortgage
insurance audit.

The next real work date then is in June, they
start getting ready for the next audit.

So we could extend their audit contract even
further to include the summer's audit. We can take --
don't rush, get the procedure right, put it in place,
get it all ready to go, to select an auditor for next
year.

MR. SHINE: December.

MR. SPEARS: Yes.

MR. SHINE: That makes a lot of sense.

MR. SPEARS: And just not rush and do this
right, get the timing right.

We will have to -- because it will take a

little bit longer, which is fine, we'd probably have to

move the selection process further up into the -- you
know, the early -- the late summer, early fall, in that
time frame. So I don't want to make this any more

complicated. But I don't want you to feel like, you
know, you have to rush through this to get an auditor on
board. I'd rather get the process right, frankly.

MR. SHINE: I think we did that last time.

CHAIR CAREY: Yes?
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MR. HUNTER: Just a question.

If the Audit Committee were to have a meeting
to interview potential firms in response to an RFP, is
that a public meeting?

MR. HUGHES: Yes.

MR. HUNTER: So that any Board member who is
inclined to attend and listen to that could do so?

MR. HUGHES: Yes. And, in fact, that happens
quite frequently, that additional Board members come to
the committee meetings.

MR. HUNTER: In which case, my inclination
would be definitely to leave this to the Audit Committee,
with the reminder to other Board members that they're
welcome to participate in that process.

And then I guess the other thing I would say
is, I'd rather extend the current contract and get the
process right for next year rather than trying to rush a
process at this point. There are way too many things on
both the staff and the Board's plate at this point.

MR. SMITH: I think that was the consensus as
well in the Audit Committee. But we wanted to let
everyone have an opportunity to give direction or
comment. This is not an agendized item, so we're not
voting on it; but we're just giving direction, I think,

to staff to prepare that process.
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CHAIR CAREY: It would seem at this point that
for the March meeting -- the March meeting, we could have
a revised charter; and perhaps a recommendation to extend
the current contract through the fiscal year -- the audit
for the year ending June 30th, so that we could do both
of those things.

Would that make sense?

MR. SMITH: And I would add maybe having a
schedule of how that's going to -- how that process is
going to play out in terms of when we would do the RFP
and when we do the interviews, so that we have that all
done at the same time.

CHAIR CAREY: Great. All right, thank you,

Mr. Smith.
MR. SMITH: Thank you.
—-—000—
Item 11. Reports

CHAIR CAREY: There are other reports in the
packet.

Is there anything anyone would like additional
follow-up on or has specific questions about?

MR. SPEARS: 1In light of the times, please
read these reports. They contain a lot of valuable
information about the portfolio of assets and our

existing bond structure, capital structure. I just would
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like to put that out there for you.

Item 12.

Item 13.

-—-o000—
Discussion of Other Board Matters
CHATIR CAREY: Other Board matters?
(No response)

-—-o000—
Public Testimony

CHAIR CAREY: With that, this is an opportunity

for the public to address the Board on any matters that

were not agenda'd or opened already.

public?

Item 14.

adjourned.

Are there any comments from anyone in the

(No response)
—--000—
Adjournment

CHAIR CAREY: Seeing none, we will stand

(Gavel sounded.)
(The meeting concluded at 2:40 p.m.)

--000—
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REPORTER'S CERTIFICATE

I hereby certify that the foregoing proceedings
were duly reported by me at the time and place herein
specified;

That the testimony of said witnesses was
reported by me, a duly certified shorthand reporter and a
disinterested person, and was thereafter transcribed into
typewriting.

I further certify that I am not of counsel or
attorney for either or any of the parties to said
deposition, nor in any way interested in the outcome of
the cause named in said caption.

IN WITNESS WHEREOF, I have hereunto set my hand

on the 9" day of February 2011.

DANTEL P. FELDHAUS

California CSR #6949
Registered Diplomate Reporter
Certified Realtime Reporter
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-—000—
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BE IT REMEMBERED that on Tuesday, February 8,
2011, commencing at the hour of 10:06 a.m., at the Hyatt
Regency, Carmel Room A and B, 1209 L Street, Sacramento,
California, before me, YVONNE K. FENNER, CSR #10909,
RPR, the following proceedings were held:
--o00o--

ACTING CHAIRPERSON CAREY: Okay. Welcome to the
February 8th meeting of the Housing Finance Agency's
Board of Directors.

--o00o--
Item 1. Roll Call

ACTING CHAIRPERSON CAREY: Our first item of
business is roll call.

MS. OJIMA: Thank you.

Ms. Creswell.

MS. CRESWELL: Present.

MS. OJIMA: Mr. Gunning.

MR. GUNNING: Here.

MS. OJIMA: Mr. Hudson.

(No response.)

MS. OJIMA: Mr. Hunter.

(No response.)

MS. OJIMA: Ms. Carroll for Mr. Lockyer.

MS. CARROLL: Here.

MS. OJIMA: Mr. Shine.

Yvonne K. Fenner, Certified Shorthand Reporter 5
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MR. SHINE: Here.

MS. OJIMA: Mr. Smith.

MR. SMITH: Here.

MS. OJIMA: Ms. Peters for Ms. Stevens.

MS. PETERS: Here.

MS. OJIMA: Mr. Alex.

MR. ALEX: Here.

MS. OJIMA: Mr. Klass for Ms. Matosantos.

(No response.)

MS. OJIMA: Mr. Spears.

MR. SPEARS: Here.

MS. OJIMA: Mr. Carey.

ACTING CHATIRPERSON CAREY: Here.

MS. OJIMA: We have a gquorum.

ACTING CHAIRPERSON CAREY: Thank you.

MR. SPEARS: Just a note, Mr. Chairman.
Mr. Klass said he would be arriving about 11:00 o'clock.

ACTING CHAIRPERSON CAREY: Okay. And Mr. Hunter
is on his way also?

MR. SPEARS: Yes.

--o00o--

Item 2. Chairman/Executive Director comments

ACTING CHAIRPERSON CAREY: Okay. This is an
unusual meeting for the specific purpose of reviewing a

draft audit from the Bureau of State Audits.
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--00o--
Item 4. Public testimony
ACTING CHAIRPERSON CAREY: Given the fact that
we're going into closed session, I'm going to go ahead
and open up the public testimony section in case there
is anyone in the audience who would like to address the
Board on any matter of public interest. This would be
the opportunity to do so.
--00o--

Item 3. Closed session under Government Code section
11126.2(a) to discuss response to confidential
draft audit from Bureau of State Audits

ACTING CHATIRPERSON CAREY: Seeing none, we will
move on. And at this point we will enter into closed
session under Government Code 11126.2(a) to discuss
response to confidential draft audit from the Bureau of

State Audits. We are in closed session.

(Board met in closed session from 10:08 a.m. to

12:01 p.m.)

--00o--

Item 4. Public testimony

ACTING CHAIRPERSON CAREY: We are back in public
session. And we will take the opportunity to reopen the
public comment. If there is anyone in the audience who

cares to address the Board on a matter at this point, we

Yvonne K. Fenner, Certified Shorthand Reporter 7
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would entertain that.
--00o--
Item 5. Adjournment
ACTING CHATIRPERSON CAREY: Seeing none and
without further business, we are adjourned.
(The meeting concluded at 12:02 p.m.)

--00o0--

Yvonne K. Fenner, Certified Shorthand Reporter
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REPORTER'S CERTIFICATE

I hereby certify the foregoing proceedings were
reported by me at the time and place therein named; that
the proceedings were reported by me, a duly certified
shorthand reporter and a disinterested person, and was
thereafter transcribed into typewriting by computer.

In witness whereof, I have hereunto set my hand

this 28th day of February 2011.

Yvonne K. Fenner
Certified Shorthand Reporter
License No. 10909, RPR

Yvonne K. Fenner, Certified Shorthand Reporter 9




144

THIS PAGE
INTENTIONALLY
LEFT BLANK



145

State of California

MEMORANDUM

To:

From:

Subject:

Board of Directors Date: March 10, 2011

Va o

Bruce D. Gilbertson, Director of Financing
CALIFORNIA HOUSING FINANCE AGENCY

AMENDMENT TO RESOLUTION 11-01 REGARDING THE
AGENCY’S ANNUAL SINGLE FAMILY BOND REAUTHORIZATION -
RESOLUTION 11-04

At the January 20, 2011 meeting of the board of directors, the board approved
Resolution 11-01 after a discussion regarding the bond indentures authorized and
directed to be used for the issuance of bonds as part of bond refunding initiatives or as
part of a new money bond issuance to fund new lending.

The motion to approve Resolution 11-01 included a requirement that staff prepare an
amendment to the resolution limiting the issuance of bonds to those bond indentures
listed within the resolution as prior indentures, all of which have been previously
presented to the board and approved by the board. The intent of the amendment was
to require staff to present all new bond indentures; regardless how similar the
indenture may be to an existing approved form of an indenture, to the board for
approval.

Attached for your review and consideration is Resolution 11-04 that is intended to
incorporate the above mentioned amendments by restating certain sections of
Resolution 11-01 by deleting references to new bond indentures and authorizing the
issuance of bonds to only those approved bond indentures listed in Section 3 and
Section 9 of Resolution 11-01.

In addition, Resolution 11-01 is attached, marked to incorporate the amendments of
Resolution 11-04 and to reflect the changes from the original version.

Attachments
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RESOLUTION NO. 11-04

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
TO FACILITATE THE SINGLE FAMILY HOUSING PROGRAM OF THE AGENCY
BY AMENDING RESOLUTION NO. 11-01
TO LIMIT THE ISSUANCE OF BONDS TO PRIOR INDENTURES

WHEREAS, the California Housing Finance Agency (the “Agency”) has
determined that there exists a need in California for providing financial assistance, directly or
indirectly, to persons and families of low or moderate income to enable them to purchase or
refinance moderately priced single family residences;

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to assist in providing such financing by means of various programs, including whole
loan and mortgage-backed securities programs (collectively, the “Program”) to make loans to
such persons and families, or to developers, for the acquisition, development, construction and/or
permanent financing of such residences;

WHEREAS, the Agency, pursuant to the Act, has from time to time issued
various series of its Home Mortgage Revenue Bonds, its Housing Program Bonds, and its
Residential Mortgage Revenue Bonds under their respective indentures (collectively, the “Prior
Indentures™) to provide funds to finance the Program;

WHEREAS, on January 20, 2011 the Agency adopted its Resolution No. 11-01
authorizing the issuance of bonds (the “Bonds”) to provide funds to finance the Program;

WHEREAS, the Agency has determined that it is in the public interest that Bonds
be issued under indentures previously approved by the Agency; and

WHEREAS, the Agency now desires to amend Resolution No. 11-01 to limit the
issuance of Bonds pursuant thereto to the Prior Indentures;

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors (the
“Board”) of the California Housing Finance Agency as follows:

Section 1. Amendment of fourth WHEREAS clause of Resolution No. 11-
01. The fourth WHEREAS clause of Resolution No. 11-01 is hereby amended to read in its
entirety as follows:

“WHEREAS, the Agency, pursuant to the Act, has from time to time issued
various series of its Home Mortgage Revenue Bonds (the “HMP Bonds™), its Housing Program
Bonds (the “HP Bonds”), and its Residential Mortgage Revenue Bonds (the “RMR Bonds”), and
is authorized pursuant to the Act to issue additional HMP Bonds, HP Bonds, and RMR Bonds
(collectively, the “Bonds”) to provide funds to finance the Program;”

Section 2. Amendment of Section 3 of Resolution No. 11-01. Section 3 of
Resolution No. 11-01 is hereby amended to read in its entirety as follows:

931344.1 024924 RSIND
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“Section 3.  Approval of Indentures Related to Debt-Management Bonds.
Debt-Management Bonds may be issued under and pursuant to any one or more of the following
(collectively, the “Prior Indentures”):

@) those certain indentures pertaining to the HMP Bonds (the “HMP
Indentures™);

(b) that certain indenture pertaining to the HP Bonds (the “HP Indenture”);
and/or

() that certain indenture relating to the RMR Bonds (the “RMR Indenture”).”

Section 3. Amendment of Section 4 of Resolution No. 11-01. Section 4 of
Resolution No. 11-01 is hereby amended to read in its entirety as follows:

“Section 4. Approval of Forms of Series and Supplemental Indentures
Related to Debt-Management Bonds. The Executive Director and the Secretary of the Board
of Directors of the Agency (the “Secretary”) are hereby authorized and directed, for and on
behalf and in the name of the Agency, to execute and acknowledge and to deliver with respect to
each series of Debt-Management Bonds, if and to the extent appropriate, series and/or
supplemental indentures (each a “Debt-Management Supplemental Indenture”) under one of the
Prior Indentures and in substantially the form of the respective supplemental indentures
previously executed and delivered or approved, each with such changes therein as the officers
executing the same approve upon consultation with the Agency’s legal counsel, such approval to
be conclusively evidenced by the execution and delivery thereof. Changes reflected in any Debt-
Management Supplemental Indenture may include provision for a supplemental pledge of
Agency moneys or assets (including but not limited to, a deposit from the Supplementary Bond
Security Account created under Section 51368 of the Act) and provision for the Agency’s
general obligation to additionally secure the Bonds if appropriate in furtherance of the objectives
of the Program; provided that such provisions may be therein included with respect to such Debt-
Management Bonds only if and to the extent any such provision was made with respect to the
bonds thereby refunded, and provided further that in each such case the Executive Director shall
have determined that the inclusion of such provisions with respect to the Debt-Management
Bonds is not expected to result in greater financial risk to the Agency or its General Fund than
existed with respect to the bonds thereby refunded.

The Executive Director is hereby expressly authorized and directed, for and on
behalf and in the name of the Agency, to determine in furtherance of the objectives of the
Program those matters required to be determined under the applicable Prior Indenture in
connection with the issuance of each such series, including, without limitation, any reserve
account requirement or requirements for such series.”

Section 4. Amendment of Section 9 of Resolution No. 11-01. Section 9 of
Resolution No. 11-01 is hereby amended to read in its entirety as follows:

“Section 9.  Approval of Indenture Related to MBS Bonds. MBS Bonds
may be issued under and pursuant to the RMR Indenture.”
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Section 5. Amendment of Section 10 of Resolution No. 11-01. Section 10
of Resolution No. 11-01 is hereby amended to read in its entirety as follows:

“Section 10. _Approval of Forms of Series and Supplemental Indentures
Related to MBS Bonds. The Executive Director and the Secretary are hereby authorized and
directed, for and on behalf and in the name of the Agency, to execute and acknowledge and to
deliver with respect to each series of MBS Bonds, if and to the extent appropriate, series and/or
supplemental indentures (each an “MBS Supplemental Indenture”; together with the Debt-
Management Supplemental Indenture, the “Supplemental Indenture”) under the RMR Indenture
and in substantially the form of the supplemental indentures previously executed and delivered
or approved, each with such changes therein as the officers executing the same approve upon
consultation with the Agency’s legal counsel, such approval to be conclusively evidenced by the
execution and delivery thereof. Changes reflected in any MBS Supplemental Indenture may
include provision for a supplemental pledge of Agency moneys or assets (including but not
limited to, a deposit from the Supplementary Bond Security Account created under
Section 51368 of the Act) to additionally secure the Bonds if appropriate in furtherance of the
objectives of the Program.

The Executive Director is hereby expressly authorized and directed, for and on
behalf and in the name of the Agency, to determine in furtherance of the objectives of the
Program those matters required to be determined under the RMR Indenture in connection with
the issuance of each such series, including, without limitation, any reserve account requirement
or requirements for such series.”

Section 6. Amendment of Section 14 of Resolution No. 11-01. Section 14
of Resolution No. 11-01 is hereby amended to read in its entirety as follows:

“Section 14. Authorization of Execution of Bonds. The Executive Director is
hereby authorized and directed to execute, and the Secretary is hereby authorized to attest, for
and on behalf and in the name of the Agency and under its seal, the Bonds, in an aggregate
amount not to exceed the amount authorized hereby, in accordance with the Prior Indenture(s) or
the Supplemental Indenture(s) and in one or more of the forms set forth in the Prior Indenture(s)
or the Supplemental Indenture(s), as appropriate.”

Section 7. Ratification of Prior Actions; Not a Repeal of Prior
Resolutions. All actions previously taken by the Agency relating to the implementation of the
Program and the issuance of the Bonds are hereby approved and ratified.

931344.1 024924 RSIND



~NOoO ok, W

10
11

12
13
14

15
16
17
18

150

SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 11-04 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 16th day of March, 2011, of
which meeting all said directors had due notice; and that at said meeting said Resolution was
adopted by the following vote:

AYES:

NOES:
ABSTENTIONS:
ABSENT:

IN WITNESS WHEREOF, | have executed this certificate and affixed the seal of
the Board of Directors of the California Housing Finance Agency hereto this 16th day of March,
2011.

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 11-04 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 16th day of March, 2011, of
which meeting all said directors had due notice; and that at said meeting said Resolution was
adopted by the following vote:

AYES:

NOES:
ABSTENTIONS:
ABSENT:

I further certify that | have carefully compared the foregoing copy with the
original minutes of said meeting on file and of record in my office; that said copy is a full, true,
and correct copy of the original Resolution adopted at said meeting and entered in said minutes;
and that said Resolution has not been amended, modified or rescinded in any manner since the
date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, | have executed this certificate and affixed the seal of
the Board of Directors of the California Housing Finance Agency hereto this _ day of

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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RESOLUTION NO. 11-01

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
AUTHORIZING THE AGENCY’S SINGLE FAMILY BOND INDENTUWRES, THE
ISSUANCE OF SINGLE FAMILY BONDS, CREDIT FACILITIEFOR HOMEOWNERSHIP
PURPOSES, AND RELATED FINANCIAL AGREEMENTS AND CONRACTS FOR
SERVICES

WHEREAS, the California Housing Finance Agency (th&gency”) has
determined that there exists a need in Califorarapfoviding financial assistance, directly or
indirectly, to persons and families of low or maaterincome to enable them to purchase or
refinance moderately priced single family residen¢Residences”);

WHEREAS, the Agency has determined that it is i& plublic interest for the
Agency to assist in providing such financing by meaf various programs, including whole loan
and mortgage-backed securities programs (colldgtitiee “Program”) to make loans to such
persons and families, or to developers, for theustipn, development, construction and/or
permanent financing of Residences (the “Loans”);

WHEREAS, pursuant to Parts 1 through 4 of Divistdnof the Health and Safety
Code of the State of California (the “Act”), the éary has the authority to issue bonds to
provide sufficient funds to finance the Prograntluding the purchase of mortgage-backed
securities (“MBSs”) underlain by Loans, the paymehtapitalized interest on the bonds, the
establishment of reserves to secure the bondsthengayment of other costs of the Agency
incident to, and necessary or convenient to, thigaisce of the bonds;

WHEREAS, the Agency, pursuant to the Act, has friome to time issued
various series of its Home Mortgage Revenue Botias“HMP Bonds”), its Housing Program
Bonds (the “HP Bonds”), and its Residential Morig&gvenue Bonds (the “RMR Bonds”), and
is authorized pursuant to the Act to |ssue adchihdﬂ\/IP Bonds HP Bonds, and RMR Bonds
(collectivelyw
“Bonds”) to provide funds to finance the Program

WHEREAS, the Bonds may be issued for the primamp@se of purchasing
MBSs (“MBS Bonds”) or for debt management purpostthe Agency (“Debt-Management
Bonds”); and

WHEREAS, pursuant to the Act, the Agency has thibaity to enter into credit
facilities for the purpose of financing the Prograimcluding the making of Loans and the
payment of other costs of the Agency incident tm} aecessary or convenient to, the issuance of
the bonds;

NOW, THEREFORE, BE IT RESOLVED by the Board of i@s (the
“Board”) of the California Housing Finance Agencyfallows:
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ARTICLE |
AUTHORIZATION AND TERMSOF DEBT-MANAGEMENT BONDS

Section 1Deter mination of Need and Amount of Debt-M anagement Bonds.
The Agency is of the opinion and hereby determthes the issuance of one or more series of
Debt-Management Bonds in an aggregate amount rextdeed the aggregate amount of Bonds
and/or other qualified mortgage bonds (includingdsof issuers other than the Agency) to be
redeemed in connection with such issuance is nages$s provide sufficient funds for the
management of the Agency’s existing debt relatetthécProgram. In no event may proceeds of
or allocable to Debt-Management Bonds be usedrthpse Loans or MBSs.

Section 2Authorization and Timing of Debt-M anagement Bonds. The Debt-
Management Bonds are hereby authorized to be issugath aggregate amount at such time or
times on or before the day 30 days after the dat@lach is held the first meeting of the Board
in the year 2012 at which a quorum is presenthasBxecutive Director of the Agency (the
“Executive Director”) deems appropriate, upon cdiasion with the Treasurer of the State of
California (the “Treasurer”) as to the timing othasuch issuance; provided, however, that if the
bonds are sold at a time on or before the day 38 d#ter the date on which is held such
meeting, pursuant to a forward purchase or drawdagreement providing for the issuance of
such Debt-Management Bonds on or before Augusd13 2pon specified terms and conditions,
such Debt-Management Bonds may be issued on sieridkte.

Segilgn&pproval ef—l;epmsrof I ndentures Related to Debt- Manaqement

may belssuedunderand pursuamto anyone or more of the followmg (collectively, the T@rr

Indentures”):
(a)those certain indentures pertaining to the HMP Bqftice “HMP Indentures”);
(b)that certain indenture pertaining to the HP Bords {HP Indenture”); and/or

(c)that certain indenture relating to the RMR Bontie ((RMR Indenture”).
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Section 4Approval of Forms of Series and Supplemental | ndentures Related

to Debt-Management Bonds. The Executive Director and the Secretafythe Board of
Directorsof the Agency(the“Secretary) are hereby authorized and directed, for and onlbeha
and in the name of the Agency, to execute and adeage and to deliver with respect to each
series of Debt-Management Bonds, if and to thengxdppropriate, series and/or supplemental
indentures (each a “Debt-Management Supplementignbore”) undeeitherone of the Prior
Indenturessra-NewDebt-Managemerdndentureand in substantially the form of the respective
supplemental indentures previously executed andeted or approved, each with such changes
therein as the officers executing the same appupes consultation with the Agency’s legal
counsel, such approval to be conclusively eviderpedhe execution and delivery thereof.
Changes reflected in any Debt-Management Supplehieatenture may include provision for a
supplemental pledge of Agency moneys or assetkidiimg but not limited to, a deposit from the
Supplementary Bond Security Account created undeti@ 51368 of the Act) and provision for
the Agency’s general obligation to additionally secthe Bonds if appropriate in furtherance of
the objectives of the Programrovided that such provisions may be therein included with
respect to such Debt-Management Boawly if and to the extent any such provision was made
with respect to the bonds thereby refunded, pradided further that in each such case the
Executive Director shall have determined that tioduision of such provisions with respect to the
Debt-Management Bonds is not expected to resugteater financial risk to the Agency or its
General Fund than existed with respect to the btreteby refunded.

The Executive Director is hereby expressly autleatiand directed, for and on
behalf and in the name of the Agency, to determiinéurtherance of the objectives of the
Program those matters required to be determineéruith@ applicable Prior Indentueg-any
New Debt-Managemenhdentureasappropriatein connection with the issuance of each such
series, including, without limitation, any resemecount requirement or requirements for such
series.

Section SApproval of Forms and Terms of Debt-Management Bonds. The
Debt-Management Bonds shall be in such denomingtioave such registration provisions, be
executed in such manner, be payable in such mediygpayment at such place or places within
or without California, be subject to such termsemfemption (including from such sinking fund
installments as may be provided for) and contaichsierms and conditions as each Debt-
Management Supplemental Indenture as finally apgt®hall provide. The Debt-Management
Bonds shall have the maturity or maturities andldtear interest at the fixed, adjustable or
variable rate or rates deemed appropriate by thecliike Director in furtherance of the
objectives of the Program; provided, however, tltaDebt-Management Bond shall have a term
in excess of the maturity of the bonds therebymééd or bear interest at a stated rate in excess
of fifteen percent (15%) per annum, or in the aaiSeariable rate bonds a maximum floating
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interest rate of twenty-five percent (25%) per anntAny of the Debt-Management Bonds and
the Debt-Management Supplemental Indenture(s) nmapjam such provisions as may be
necessary to accommodate an option to put suchsBomor to maturity for purchase by or on
behalf of the Agency or a person other than then&geto accommodate the requirements of any
provider of bond insurance or other credit enhareror liquidity support or to accommodate
the requirements of purchasers of indexed floapeosjded that variable-rate Debt-Management
Bonds may not be issued to refund fixed-rate bonds.

Section GAuthorization of Financial Agreements Related to Debt-
Management Bonds. Subject to the limitation set forth in the lashgence of this Section, the

Executive Director and the other officers of theeAgy are hereby authorized to enter into, for
and in the name and on behalf of the Agency, anyadinagreements and documents designed
(i) to reduce or hedge the amount or duration gffyment, interest rate, spread or similar risk,
(i) to result in a lower cost of borrowing whenedsin combination with the issuance or carrying
of bonds or investments, or (iii) to enhance thatienship between risk and return with respect
to the Program or any portion thereof (each offtliegoing a “Hedging Instrument”). To the
extent authorized by law, including Government C8eetion 5922, such agreements or other
documents may include (a) interest rate swap agretan (b) forward payment conversion
agreements; (c) futures or other contracts progifion payments based on levels of, or changes
in, interest rates or other indices; (d) contréastexchange cash flows for a series of payments;
(e) contracts, including, without limitation, inést rate floors or caps, options, puts or calls to
hedge payment, interest rate, spread or similaosxe; (f) contracts to obtain guarantees,
including guarantees of mortgage-backed securiietheir underlying loans; or (g) letters of
credit, standby bond purchase agreements, or stimdar arrangements; and in each such case
may be entered into in anticipation of the issuasfdeonds at such times as may be determined
by such officers. Such agreements and other dauisnaee authorized to be entered into with
parties selected by the Executive Director, afieéing due consideration for the creditworthiness
of the counterparties, where applicable, or angrothmiteria in furtherance of the objectives of
the Program. Notwithstanding anything herein to the contrary, a Hedging Inseatrmay be
entered into only for the purposes of amending, ifyiod) or replacing a then-existing Hedging
Instrument and may in no event increase the ndtiamount outstanding under the Hedging
Instrument so amended, modified or replaced.

ARTICLE I
AUTHORIZATION AND TERMSOF MBS BONDS

Section Meter mination of Need and Amount of MBS Bonds. The Agency is
of the opinion and hereby determines that the rese@f one or more series of MBS Bonds, in
an aggregate amount not to exceed the sum of tluevivg amounts, is necessary to provide
sufficient funds for the Program:

(a)the aggregate amount available for the retiremdénBands and/or other
qualified mortgage bonds and deemed replaced fderé tax law purposes with
proceeds of such issuance,
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(b)the aggregate amount of private activity bond allmns under federal tax law
heretofore or hereafter made available to the Agémcsuch purpose, and

(c)if and to the extent interest on one or more ofhsgeries of Bonds is
determined by the Executive Director to be intendetto be excludable from gross
income for federal income tax purposes, $200,0@D,00

Section 8Authorization and Timing of MBS Bonds. The MBS Bonds are
hereby authorized to be issued in such aggregabeir@nat such time or times on or before the
day 30 days after the date on which is held tret fireeting of the Board in the year 2012 at
which a quorum is present, as the Executive Direatahe Agency (the “Executive Director”)
deems appropriate, upon consultation with the Tmeasof the State of California (the
“Treasurer”) as to the timing of each such issuapoavided, however, that if the bonds are sold
at a time on or before the day 30 days after the ola which is held such meeting, pursuant to a
forward purchase or drawdown agreement providimghe issuance of such Bonds on or before
August 1, 2013 upon specified terms and conditisash Bonds may be issued on such later
date.

Section 9Approval of Indenture Related to MBS Bonds. MBS Bondsmaybe
issued under and pursuaatthe RMR Indenture.

Section 1A pproval of Forms of Series and Supplemental | ndentures Related

to MBS Bonds. The Executive Director and the Secretary areldyeaeithorized and directed,

for and on behalf and in the name of the Agencgxiecute and acknowledge and to deliver with
respect to each series of MBS Bonds, if and te#tent appropriate, series and/or supplemental
indentures (each an “MBS Supplemental Indenturegjether with the Debt-Management
Supplemental Indenture, the “Supplemental Indettureder eitherthe RMR trdenturesra
New-MBS-Indenture and in substantially the form of tiespectivesupplemental indentures
previously executed and delivered or approved, @atthsuch changes therein as the officers
executing the same approve upon consultation WwéhAigency's legal counsel, such approval to
be conclusively evidenced by the execution andrdstithereof. Changes reflected in any MBS
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Supplemental Indenture may include provision feaupplemental pledge of Agency moneys or
assets (including but not limited to, a depositrfrthe Supplementary Bond Security Account
created under Section 51368 of the Act) to addilignsecure the Bonds if appropriate in
furtherance of the objectives of the Program.

The Executive Director is hereby expressly autleatiand directed, for and on
behalf and in the name of the Agency, to determinéurtherance of the objectives of the
Program those matters required to be determinedruheé RMR Indenturerany-New-MBS
ndentureas-appropriaia, connection with the issuance of each such saniekiding, without
limitation, any reserve account requirement or m@soients for such series.

Section 11Approval of Forms and Terms of MBS Bonds. The MBS Bonds
shall be in such denominations, have such regstratrovisions, be executed in such manner,
be payable in such medium of payment at such mapdaces within or without California, be
subject to such terms of redemption (including fremeh sinking fund installments as may be
provided for) and contain such terms and conditiaa®ach MBS Supplemental Indenture as
finally approved shall provide. The MBS Bonds shalve the maturity or maturities and shall
bear interest at the fixed rate or rates deemedopppte by the Executive Director in
furtherance of the objectives of the Program; ptedi however, that no MBS Bond shall have a
term in excess of thirty-five (35) years or bederast at a stated rate in excess of fifteen percen
(15%) per annum.

ARTICLE I
PROVISIONSAPPLICABLE TO ALL BONDSISSUED UNDER THISRESOLUTION

Section 12Authorization of Disclosure. The Executive Director is hereby
authorized to circulate one or more Preliminaryi€df Statements relating to the Bonds and,
after the sale of the Bonds, to execute and citewae or more Official Statements relating to
the Bonds, and the circulation of such Prelimin@fficial Statements and such Official
Statements to prospective and actual purchaseing @onds is hereby approved. The Executive
Director is further authorized to hold informationeetings concerning the Bonds and to
distribute other information and material relatittgthe Bonds. Circulation of Preliminary
Official Statements and Official Statements andritistion of information and material as
provided above in this Section may be accompligheaugh electronic means or by any other
means approved therefor by the Executive Direstach approval to be conclusively evidenced
by such circulation or distribution.

Section 13Authorization of Sale of Bonds. The Bonds are hereby authorized to
be sold at negotiated or competitive sale or salekjding but not limited to private placements
and public offerings. The Executive Director igdi®y authorized and directed, for and in the
name and on behalf of the Agency, to execute amigdgetieone or more purchase contracts
(including one or more forward purchase agreemeptajing to the Bonds, by and among the
Agency, the Treasurer and such underwriters o gitichasers as the Executive Director may
select (the “Purchasers”), in the form or forms rappd by the Executive Director upon
consultation with the Agency’s legal counsel, sapproval to be evidenced conclusively by the
execution and delivery of said purchase contrad¢hbyExecutive Director.
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The Treasurer is hereby authorized and requestiélgowt further action of the

Board and unless instructed otherwise by the Bdarsgell each series of Bonds at the time and
place and pursuant to the terms and conditionfogétin each such purchase contract as finally
executed. The Treasurer is hereby further autbdrand requested to deposit the proceeds of
any good faith deposit to be received by the Treasunder the terms of a purchase contract in a
special trust account for the benefit of the Agerayd the amount of said deposit shall be
retained by the Agency, applied at the time ofwdel of the applicable Bonds as part of the
purchase price thereof, or returned to the Purchaas provided in such purchase contract.

Section 14Authorization of Execution of Bonds. The Executive Director is
hereby authorized and directed to execute, an&Gé#ueetary is hereby authorized to attest, for
and on behalf and in the name of the Agency ancund seal, the Bonds, in an aggregate
amount not to exceed the amount authorized hemelagcordance with the Prior Indenture(s)

the-Supplementalndenture{spr theNewSupplementalndenture(s) and in one or more of the
forms set forth in the Prior Indenture(Qr the Supplemental Indenture(sy—the-New

ndenture(s)as appropriate.

Section 1%Authorization of Delivery of Bonds. The Bonds, when so executed,
shall be delivered to the Trustees to be authdstichy, or caused to be authenticated by, the
Trustees. The Trustees are hereby requested aectedi to authenticate, or cause to be
authenticated, the Bonds by executing the certdiofauthentication and registration appearing
thereon, and to deliver the Bonds when duly execared authenticated to the Purchasers in
accordance with written instructions executed dmalfeof the Agency by the Executive Director,
which instructions said officer is hereby authodiznd directed, for and on behalf and in the
name of the Agency, to execute and deliver. Sostructions shall provide for the delivery of
the Bonds to the Purchasers upon payment of thehase price or prices thereof.

Section 16Authorization of Program Documents. The Executive Director and
the other officers of the Agency are hereby autteatito enter into, for and in the name and on
behalf of the Agency, all documents they deem resagsor appropriate in connection with the
Program, including, but not limited to, one or morertgage purchase and servicing agreements
(including mortgage-backed security pooling agregsjeand one or more loan servicing
agreements with such lender or lenders or suchceergr servicers as the Executive Director
may select in accordance with the purposes of thgrBm, and any such selection of a lender or
lenders or a servicer or servicers is to be deeapedoved by this Board as if it had been made
by this Board. The proceeds of MBS Bonds to beedsunder the authority of this Resolution
shall be used to purchase MBSs guaranteed by F&fage Freddie Mac, Ginnie Mae, or other
appropriate guarantor and shall not be used tdhpsewhole loans. The MBSs to be purchased
may be underlain by loans that have terms of 3@syealess.

The Executive Director and the other officers & #kgency are hereby authorized
to enter into, for and in the name and on behalthef Agency, one or more mortgage sale
agreements with such purchasers as the ExecutieetDi may select in accordance with the
objectives of the Program, including but not liditeo such agreements with Fannie Mae,
Freddie Mac or other government-sponsored enterprisimilar entity for such sales in bulk or
otherwise. Any such sale of Loans may be on edhmrrrent or a forward purchase basis.
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The Executive Director and the other officers & #kgency are hereby authorized
to enter into, for and in the name and on behalhefAgency, contracts to conduct foreclosures
of mortgages owned or serviced by the Agency witthsattorneys or foreclosure companies as
the Executive Director may select in accordancé e objectives of the Program.

The Executive Director and the other officers & #kgency are hereby authorized
to enter into, for and in the name and on behalhefAgency, contracts for the sale of foreclosed
properties with such purchasers as the Executiveciir may select in accordance with the
objectives of the Program. Any such sale of farsetl properties may be on either an all cash
basis or may include financing by the Agency. Bxecutive Director and the other officers of
the Agency are also authorized to enter into ahgrohgreements, including but not limited to
real estate brokerage agreements and construabioinacts necessary or convenient for the
rehabilitation, listing and sale of such foreclogedperties.

The Executive Director and the other officers & #kgency are hereby authorized
to enter into, for and in the name and on behathefAgency, (i) contracts or agreements for the
purchase or sale of mortgage-backed securitiessdjivicing agreements, including master
servicing agreements, in connection with the opmmabf a program of mortgage-backed
securities; (iii) agreements with government-spoadaenterprises, or other secondary market
issuers or guarantors of mortgage-backed secyréres (iv) such other program documents as
are necessary or appropriate for the operationppbgram of mortgage-backed securities.

Section 17Authorization of Credit Facilities. The Executive Director and the
other officers of the Agency are hereby authorime@nter into, for and in the name and on
behalf of the Agency, one or more short-term olgherm credit facilities, including but not
limited to repurchase agreements, for the purpos@$ financing the purchase of Loans and/or
mortgage-backed securities on an interim basisr gd the financing thereof with Bonds,
whether issued or to be issued; (ii) financing exjieires of the Agency incident to, and
necessary or convenient to, the issuance of Boimd$yding, but not limited to, Agency
expenditures to pay costs of issuance, capitaliztedest, redemption price of prior bonds of the
Agency, costs relating to credit enhancement aridity support, costs relating to investment
products, or net payments and expenses relatingteéoest rate hedges and other financial
products; and (iii) enabling the Agency to restnuet existing debt and related purposes,
including, but not limited to, the redemption ofsting bonds and the acquisition of bonds that
have been put to liquidity providers as bank bondsy such credit facility may be from any
appropriate source, including, but not limitedttee Pooled Money Investment Account pursuant
to Government Code Section 16312; provided, howehkat the aggregate outstanding principal
amount of credit facilities authorized under thesolution or Resolution No. 11-02 (the
multifamily financing resolution adopted at the gsameeting) or Resolution No. 06-06 (the Bay
Area Housing Plan resolution), as amended from timéme, may not at any time exceed
$400,000,000 (separate and apart from the amouBbwodls authorized by Sections 1 and 7 of
this resolution).

The Executive Director and the other officers @& Agency are hereby authorized
to use available Agency moneys (other than andditian to the proceeds of bonds) (i) to make
or purchase Loans and/or mortgage-backed secuties financed by bonds (including bonds
authorized by prior resolutions of this Board) imtieipation of draws on a credit facility, the
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issuance of Bonds or the availability of Bond pext® for such purposes and (ii) to purchase
Agency bonds to enable the Agency to restructgrdabt and for related purposes as authorized
under Resolution No. 08-42 and any future Boardoluw®ns thereto amendatory or
supplemental.

Section 1&Ratification of Prior Actions; Not a Repeal of Prior Resolutions.

All actions previously taken by the Agency relattagthe implementation of the Program, the
issuance of the Bonds, the issuance of any prind®&dthe “Prior Bonds”), the execution and
delivery of related financial agreements and rel@m®gram agreements and the implementation
of any credit facilities as described above, incigd but not limited to, such actions as the
distribution of the Agency’s Lender Program Manullprtgage Purchase and Servicing
Agreement, Servicing Agreement, Developer Agreem®atvicer’s Guide, Program Bulletins
and applications to originate and service loang, @@ sale of any foreclosed property, are
hereby ratified.

This resolution is not intended to repeal in whmién part any prior resolution of
the Agency with respect to the authority granteth®Executive Director and the other officers
of the Agency in relation to Prior Bonds and refasggreements, including but not limited to
(i) the authority to determine in furtherance oé thbjectives of the Program those matters
required to be determined in relation to Prior Banaghether under indentures or other related
agreements, and (ii) the authority to amend, moalifgeplace financial agreements of the types
described in Section 6 of this resolution.

Section 19Authorization of Related Actions and Agreements. The Treasurer,
the Executive Director and the officers of the Ageror the duly authorized deputies thereof, are
hereby authorized and directed, jointly and selyered do any and all things and to execute and
deliver any and all agreements and documents vihejhdeem necessary or advisable in order
to consummate the issuance, sale, delivery, rermiagkeonversion and administration of Bonds
and Prior Bonds and otherwise to effectuate thegmes of this resolution, including declaring
the official intent of the Agency for purposes aSUTreasury Regulations Section 1.150-2, and
including executing and delivering any amendmergumplement to any agreement or document
relating to Bonds or Prior Bonds in any manner thatild be authorized under this resolution if
such agreement or document related to Bonds i®apd by this resolution. Such agreements
may include, but are not limited to, remarketingeggnents, tender agreements or similar
agreements regarding any put option for the BondBrmr Bonds, broker-dealer agreements,
market agent agreements, auction agent agreenrentisen agreements necessary or desirable in
connection with the issuance of Bonds in, or theveosion of Bonds or Prior Bonds to, an
indexed rate mode, agreements for the investmemasfeys relating to the Bonds or Prior
Bonds, reimbursement agreements, letters of cradigrcreditor agreements or other
arrangements relating to any credit enhancemelqudity support or put option provided for
the Bonds or Prior Bonds, continuing disclosureeagrents and agreements for necessary
services provided in the course of the issuancéhefbonds, including but not limited to,
agreements with bond underwriters and placemenitggprivate placement purchasers, bond
trustees, bond counsel and financial advisors anttacts for consulting services or information
services relating to the financial management efAgency, including advisors or consultants on
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interest rate swaps, cash flow management, andasimiatters, and contracts for financial
printing and similar services.

This resolution shall constitute full, separatenptete and additional authority
for the execution and delivery of all agreementd mstruments described in this resolution,
without regard to any limitation in the Agency'ggudations and without regard to any other
resolution of the Board that does not expresslyrahaand limit this resolution.

The Executive Director and the officers of the Agenor the duly authorized
deputies thereof, are hereby authorized and daegmtly and severally, in connection with the
issuance of bonds authorized under this resolutoryse funds of the Agency to purchase
MBSs, make a capital contribution with respectuolsbonds, establish reserves to secure such
bonds, and pay other costs of the Agency incidentabhd necessary or convenient to, the
issuance of such bonds.

Section 20Additional Delegation. All actions by the Executive Director
approved or authorized by this resolution may lkenaby the Chief Deputy Director of the
Agency, the Director of Financing of the Agencye ffinancing Risk Manager of the Agency or
any other person specifically authorized in writlmgthe Executive Director, and except to the
extent otherwise taken by another person shakkentby the Chief Deputy Director during any
period in which the office of the Executive Directs vacant.
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SECRETARY'S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of dams of the California
Housing Finance Agency, hereby certify that theedoing is a full, true, and correct copy of
Resolution No. 11-01 duly adopted at a regular mgebf the Board of Directors of the
California Housing Finance Agency duly called amddhon the 20th day of January, 2011, of
which meeting all said directors had due noticej tirat at said meeting said Resolution was
adopted by the following vote:

AYES:
NOES:
ABSTENTIONS:
ABSENT:
IN WITNESS WHEREOF, | have executed this certifecahd affixed the seal of

the Board of Directors of the California Housing&nce Agency hereto this 20th day of January,
2011.

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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SECRETARY'S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of dams of the California
Housing Finance Agency, hereby certify that theedoing is a full, true, and correct copy of
Resolution No. 11-01 duly adopted at a regular mgebf the Board of Directors of the
California Housing Finance Agency duly called amddhon the 20th day of January, 2011, of
which meeting all said directors had due notice] tirat at said meeting said Resolution was
adopted by the following vote:

AYES:

NOES:
ABSTENTIONS:
ABSENT:

| further certify that | have carefully comparece tforegoing copy with the
original minutes of said meeting on file and ofaktin my office; that said copy is a full, true,
and correct copy of the original Resolution adogtedaid meeting and entered in said minutes;
and that said Resolution has not been amendedfiethdr rescinded in any manner since the
date of its adoption, and the same is now in fuité and effect.

IN WITNESS WHEREOF, | have executed this certifecahd affixed the seal of
the Board of Directors of the California Housingh&imce Agency hereto this _ day of

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency

-861744-931202.1024924 RSIND
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State of California

MEMORANDUM

To: Board of Directors Date: March 10, 2011

Va o

Bruce D. Gilbertson, Director of Financing
From: CALIFORNIA HOUSING FINANCE AGENCY

Subject: AMENDMENT TO RESOLUTION 11-02 REGARDING THE
AGENCY’S ANNUAL MULTIFAMILY BOND REAUTHORIZATION -
RESOLUTION 11-05

At the January 20, 2011 meeting of the board of directors, the board approved
Resolution 11-02 after a discussion regarding the bond indentures authorized and
directed to be used for the issuance of refunding bonds, new money bonds or conduit
bond issuance.

Similar to the motion to approve the single family financing resolution, the motion to
approve Resolution 11-02 included a requirement that staff prepare an amendment to
the resolution limiting the issuance of bonds to those bond indentures listed within the
resolution as prior indentures, all of which have been previously presented to the
board and approved by the board. The intent of the amendment was to require staff to
present all new bond indentures financing multifamily loan programs of the Agency;
regardless how similar the indenture may be to an existing approved form of an
indenture, to the board for approval.

The board did acknowledge that multifamily conduit issuance requires the authority to
issue bonds under a new indenture for each project financing and that this amendment
was not intended to restrict the use of new indentures for stand-alone conduit issuance
activity so long as the indenture is in substantially the form of those stand-alone
indentures previously approved by the board and listed in Section 3 and Section 8 of
Resolution 11-02.

Attached for your review and consideration is Resolution 11-05 that incorporates the
above mentioned amendments by restating certain sections of Resolution 11-02,
deleting references to new bond indentures and authorizing the issuance of bonds to
only those approved bond indentures listed in Section 3 and Section 8 of Resolution
11-02.

In addition, Resolution 11-02 is attached, marked to incorporate the amendments of
Resolution 11-05 and to reflect the changes from the original version.

Attachments
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RESOLUTION NO. 11-05

RESOLUTION AMENDING RESOLUTION NO. 11-02 OF THE
CALIFORNIA HOUSING FINANCE AGENCY AUTHORIZING THE
AGENCY’S MULTIFAMILY BOND INDENTURES, THE ISSUANCE OF
MULTIFAMILY BONDS, CREDIT FACILITIES FOR MULTIFAMILY
PURPOSES, AND RELATED FINANCIAL AGREEMENTS AND
CONTRACTS FOR SERVICES

WHEREAS, the California Housing Finance Agency (the “Agency”) has
determined that there exists a need in California for the financing of mortgage loans for the
acquisition, construction, rehabilitation, refinancing or development of multi-unit rental housing
developments for the purpose of providing housing for persons and families of low or moderate
income (the “Developments”);

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to assist in providing such financing by means of an ongoing program (the “Program”)
to make or acquire, or to make loans to lenders to make or acquire, mortgage loans, for the
purpose of financing such Developments (the “Loans”);

WHEREAS, pursuant to Parts 1 through 4 of Division 31 of the Health and Safety
Code of the State of California (the “Act”), the Agency has the authority to issue bonds to
provide sufficient funds to finance the Program, including the making of Loans, the payment of
capitalized interest on the bonds, the establishment of reserves to secure the bonds, and the
payment of other costs of the Agency incident to, and necessary or convenient to, the issuance of
the bonds; and

WHEREAS, pursuant to the Act, the Agency has the authority to enter into credit
facilities for the purpose of financing the Program, including the making of Loans and the
payment of other costs of the Agency incident to, and necessary or convenient to, the issuance of
the bonds;

WHEREAS, on January 20, 2011, this Board of Directors (the “Board”) of the
Agency adopted Resolution No. 11-02 (the "Multifamily Bond Resolution™) authorizing, among
other things, the issuance of bonds and the execution and delivery of related financial agreements
(including certain forms of the indentures to provide for the issuance of and securing the bonds)
for the purpose of financing Loans;

WHEREAS, the Agency has determined to amend the Multifamily Bond
Resolution to specify and limit the purposes for which new indentures may be executed and
delivered,

NOW, THEREFORE, BE IT RESOLVED, by the California Housing Finance
Agency as follows:
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Section 1. Indentures for Refunding Bonds. Section 3 of the Multifamily Bond

Resolution is hereby amended and restated to read as follows:

"Section 3. Approval of Refunding Bond Indentures and
Certain Other Financing Documents Related to Refunding Bonds. (a)
Refunding Bonds may be issued under and pursuant to any one or more of the
following (collectively, the “Refunding Bond Prior Indentures™):

1) the Multifamily Housing Revenue Bond Il Indenture, dated as of
October 1, 1995;

@) the Multifamily Housing Revenue Bond 111 Indenture, dated as of
March 1, 1997;

3 the Multifamily Loan Purchase Bond Indenture, dated as of July 1,
2000;

4 the form of Fannie Mae stand-alone Indenture approved by
Resolution No. 09-02;

5) the form of Freddie Mac stand-alone Indenture approved by
Resolution No. 09-02;

(6) the form of Master Pledge and Assignment approved by
Resolution No. 09-02;

@) the form of FHA/GNMA stand-alone Indenture approved by
Resolution No 10-08;

(8) the Affordable Multifamily Housing Revenue Bonds Indenture,
dated as of December 1, 2009.

(b) The Executive Director and the Secretary of the Board of
Directors of the Agency (the "Secretary™) are hereby authorized and directed, for
and on behalf and in the name of the Agency, if appropriate, to execute and
acknowledge and to deliver with respect to each series of Refunding Bonds, either
an indenture (which may include a supplemental indenture) in substantially the
form of the conduit stand-alone Refunding Bond Prior Indentures specified in
subsections (a)(4) through (a)(7) of this Section 3 (a "Refunding Bond Stand-
alone Indenture™) or a supplemental indenture (a “Refunding Bond Supplemental
Indenture” and, collectively with the Refunding Bond Stand-alone Indentures,
"Refunding Bond Indentures™) under a Refunding Bond Prior Indenture specified
in subsections (a)(1) through (a)(3) and (a)(8) of this Section 3 in substantially the
form of any supplemental indenture or series indenture executed or approved in
connection with any of the Refunding Bond Prior Indentures, in each case with
such changes therein as the officers executing the same approve upon consultation
with the Agency’s legal counsel, such approval to be conclusively evidenced by
the execution and delivery thereof.
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The Executive Director is hereby expressly authorized and
directed, for and on behalf and in the name of the Agency, to determine in
furtherance of the objectives of the Program those matters required to be
determined under the applicable Refunding Bond Indenture in connection with the
issuance of each such series of Refunding Bonds.

(c) For each series of Refunding Bonds, the Executive Director is
hereby authorized and directed to execute, and the Secretary is hereby authorized
to attest, for and in the name and on behalf of the Agency and under its seal, if
and to the extent appropriate, a reimbursement agreement, letter of credit
agreement, standby bond purchase agreement, or other arrangement with respect
to credit enhancement or liquidity support, and any intercreditor agreement
related thereto, in substantially the forms of the reimbursement agreements, letter
of credit agreements, standby bond purchase agreements, other such arrangements
and intercreditor agreements contemplated under the Refunding Bond Indentures
or used in connection with the Refunded Bonds.

(d) Any Refunding Bond Indenture, reimbursement agreement,
letter of credit agreement, standby bond purchase agreement, other such
arrangement or intercreditor agreement executed in connection with the issuance
of Refunding Bonds may include such modifications as the Executive Director
may deem necessary or desirable in furtherance of the objectives of the Program,
including, but not limited to, one or more of the following provisions:

1) for the Agency’s general obligation to pay any debt secured
thereby, or

(2) for risk sharing provisions dividing between the Agency and any
credit provider, mortgage lender, commercial bank or other
financial institution and/or FHA, in such manner as the Executive
Director may deem necessary or desirable in furtherance of the
objectives of the Program, the credit and financing risks relating to
Refunding Bonds and the Developments financed by such
Refunding Bonds;

provided, however, that in each such case the Executive Director shall have
determined that the inclusion of such provisions with respect to the Refunding
Bonds is not expected to result in greater financial risk to the Agency or its
General Fund than existed with respect to the related Refunded Bonds."

Section 2. Refunding Bonds. Section 4 of the Multifamily Bond Resolution is

hereby amended and restated to read as follows:

"Section 4. Approval of Forms and Terms of Refunding Bonds.
Refunding Bonds shall be in such denominations, have such registration
provisions, be executed in such manner, be payable in such medium of payment at
such place or places within or without California, be subject to such terms of
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redemption (including from such sinking fund installments as may be provided
for) and contain such terms and conditions as each Refunding Bond Indenture as
finally approved shall provide. Refunding Bonds shall have the maturity or
maturities and shall bear interest at the fixed, adjustable or variable rate or rates
deemed appropriate by the Executive Director in furtherance of the objectives of
the Program; provided, however, that no Refunding Bond shall bear interest at a
stated rate in excess of fifteen percent (15%) per annum or have a final maturity
later than forty-five years from the earlier of the date of issuance of the Refunded
Bonds or, if the Refunded Bonds were refunding bonds, the original bonds in the
series of refunding.

Refunding Bonds and the related Refunding Bond Indenture(s)
may contain such provisions as may be necessary to accommodate an option to
put such Refunding Bonds prior to maturity for purchase by or on behalf of the
Agency or a person other than the Agency, to accommodate the requirements of
any provider of bond insurance or other credit enhancement or liquidity support or
to accommodate the requirements of purchasers of indexed floaters; provided,
however, that variable rate Refunding Bonds may not be issued to refund fixed
rate bonds."

Section 3. Indentures for New Money Bonds. Section 8 of the Multifamily
Bond Resolution is hereby amended and restated to read as follows:

"Section 8. Approval of New Money Bond Indentures and
Certain Other Financing Documents. (a) New Money Bonds may be issued
under and pursuant to any one or more of the following (collectively, the “New
Money Bond Prior Indentures”):

Q) the form of Fannie Mae stand-alone Indenture approved by
Resolution No. 09-02;

(2 the form of Freddie Mac stand-alone Indenture approved by
Resolution No. 09-02;

3) the form of Master Pledge and Assignment approved by
Resolution No. 09-02;

4) the form of FHA/GNMA stand-alone Indenture approved by
Resolution No 10-08; or

(5) the Affordable Multifamily Housing Revenue Bonds Indenture,
dated as of December 1, 2009.

(b) The Executive Director and the Secretary are hereby
authorized and directed, for and on behalf and in the name of the Agency, if
appropriate, to execute and acknowledge and to deliver with respect to each series
of New Money Bonds, either an indenture (which may include a supplemental
indenture) in substantially the form of the conduit stand-alone New Money Bond
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Prior Indentures specified in subsections (a)(1) through (a)(4) of this Section 8 (a
"New Money Bond Stand-alone Indenture™) or a supplemental indenture (a “New
Money Bond Supplemental Indenture,” and, collectively with the New Money
Bond Stand-alone Indentures, "New Money Bond Indentures™) under the New
Money Bond Prior Indenture specified in subsection (a)(5) of this Section 8 in
substantially the form of any supplemental indenture or series indenture executed
or approved in connection with such New Money Bond Prior Indenture, in each
case with such changes therein as the officers executing the same approve upon
consultation with the Agency’s legal counsel, such approval to be conclusively
evidenced by the execution and delivery thereof.

The Executive Director is hereby expressly authorized and
directed, for and on behalf and in the name of the Agency, to determine in
furtherance of the objectives of the Program those matters required to be
determined under the applicable New Money Bond Indenture in connection with
the issuance of each such series of New Money Bonds."

Section 4. New Money Bonds. Section 9 of the Multifamily Bond Resolution is

hereby amended and restated to read as follows:

"Section 9. Approval of Forms and Terms of New Money
Bonds. New Money Bonds shall be in such denominations, have such
registration provisions, be executed in such manner, be payable in such medium
of payment at such place or places within or without California, be subject to such
terms of redemption (including from such sinking fund installments as may be
provided for) and contain such terms and conditions as each New Money Bond
Indenture as finally approved shall provide. New Money Bonds shall have the
maturity or maturities and shall bear interest at fixed or convertible rates deemed
appropriate by the Executive Director in furtherance of the objectives of the
Program; provided, however, that no New Money Bond shall have a term in
excess of fifty years or bear interest at a stated rate in excess of fifteen percent
(15%) per annum.

New Money Bonds and the related New Money Bond Indenture(s)
may contain such provisions as may be necessary to accommodate an option to
put such New Money Bonds prior to maturity for purchase by or on behalf of the
Agency or a person other than the Agency, to accommodate the requirements of
any provider of bond insurance or other credit enhancement.”

Section 5. Execution of Bonds. Section 13 of the Multifamily Bond Resolution

is hereby amended and restated to read as follows:

"Section 13. Authorization of Execution of Bonds. The
Executive Director is hereby authorized and directed to execute, and the
Secretary of this Board is hereby authorized and directed to attest, for and
on behalf and in the name of the Agency and under its seal, the Bonds, in
an aggregate amount not to exceed the amount authorized hereby, in
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accordance with each Refunding Bond Indenture, or New Money Bond
Indenture in one or more of the forms set forth in such indenture."
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 11-05 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 16th day of March, 2011, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the following vote:

AYES:
NOES:
ABSTENTIONS:
ABSENT:
IN WITNESS WHEREOF, | have executed this certificate and affixed the seal

of the Board of Directors of the California Housing Finance Agency hereto this 16th day of
March, 2011.

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
the Resolution No. 11-05 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 16th day of March, 2011, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the following vote:

AYES:

NOES:
ABSTENTIONS:
ABSENT:

| further certify that | have carefully compared the foregoing copy with the
original minutes of said meeting on file and of record in my office; that said copy is a full,
true, and correct copy of the original resolution adopted at said meeting and entered in said
minutes; and that said resolution has not been amended, modified, or rescinded in any manner
since the date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, | have executed this certificate and affixed the seal
of the Board of Directors of the California Housing Finance Agency hereto this day of

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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RESOLUTION NO. 11-02
[as amended by RESOLUTION NO. 11-05]

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
AUTHORIZING THE AGENCY’S MULTIFAMILY BOND INDENTURES, THE ISSUANCE
OF MULTIFAMILY BONDS, CREDIT FACILITIES FOR MULTIFAMILY PURPOSES, AND

RELATED FINANCIAL AGREEMENTS
AND CONTRACTS FOR SERVICES

WHEREAS, the California Housing Finance Agency (the “Agency”) has
determined that there exists a need in California for the financing of mortgage loans for the
acquisition, construction, rehabilitation, refinancing or development of multi-unit rental housing
developments for the purpose of providing housing for persons and families of low or moderate
income (the “Developments”);

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to assist in providing such financing by means of an ongoing program (the “Program”) to
make or acquire, or to make loans to lenders to make or acquire, mortgage loans, for the purpose of
financing such Developments (the “Loans”);

WHEREAS, pursuant to Parts 1 through 4 of Division 31 of the Health and Safety
Code of the State of California (the “Act”), the Agency has the authority to issue bonds to provide
sufficient funds to finance the Program, including the making of Loans, the payment of capitalized
interest on the bonds, the establishment of reserves to secure the bonds, and the payment of other
costs of the Agency incident to, and necessary or convenient to, the issuance of the bonds; and

WHEREAS, pursuant to the Act, the Agency has the authority to enter into credit
facilities for the purpose of financing the Program, including the making of Loans and the payment
of other costs of the Agency incident to, and necessary or convenient to, the issuance of the bonds;

NOW, THEREFORE, BE IT RESOLVED, by the California Housing Finance
Agency as follows:

ARTICLE |
AUTHORIZATION AND TERMS OF REFUNDING BONDS

Section 1. Determination of Need and Amount of Refunding Bonds. The
Agency is of the opinion and hereby determines that the offer, sale and issuance of one or more
series of multifamily housing revenue bonds ("Refunding Bonds") in an aggregate amount not to
exceed the aggregate amount of prior multifamily bonds of the Agency to be redeemed or maturing
in connection with such issuance (the related "Refunded Bonds™) is necessary to provide sufficient
funds for the management of the Agency's existing debt related to the Program.

Section 2. Authorization and Timing of Refunding Bonds. The Bonds
described in Section 1 ("Refunding Bonds") are hereby authorized to be issued for the purpose of
financing, refinancing or carrying existing Loans. Refunding Bonds may be issued at such time or
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times on or before the day 30 days after the date on which is held the first meeting in the year 2012
of the Board of Directors of the Agency at which a quorum is present, as the Executive Director
deems appropriate, upon consultation with the Treasurer of the State of California (the “Treasurer”)
as to the timing of each such issuance; provided, however, that if the Refunding Bonds are sold at
a time on or before the day 30 days after the date on which is held such meeting, pursuant to a
forward purchase agreement providing for the issuance of such Refunding Bonds on a later date on
or before August 1, 2013, upon specified terms and conditions, such Refunding Bonds may be
issued on such later date.

Section 3. Approval of rdentures-SupplementalRefunding Bond Indentures
and Certain Other Flnancmq Documents Related to Refunding Bonds (a) Ihe%eeeutwe

meneer—melte—fenms—elﬁlar—teRefundmg Bonds ma¥ be |ssued under and Qursuant to an)g one or
more of the following (collectively, the “Refunding Bond Prior Indentures”):

1) the Multifamily Housing Revenue Bond Il Indenture, dated as of October 1, 1995;
(2) the Multifamily Housing Revenue Bond 111 Indenture, dated as of March 1, 1997;
3 the Multifamily Loan Purchase Bond Indenture, dated as of July 1, 2000;

4) the form of Fannie Mae stand-alone Indenture approved by Resolution No. 09-02;
5) the form of Freddie Mac stand-alone Indenture approved by Resolution No. 09-02;
(6) the form of Master Pledge and Assignment approved by Resolution No. 09-02;

(7 the form of FHA/GNMA stand-alone Indenture approved by Resolution No 10-08;

(#8) the Affordable Multifamily Housing Revenue Bonds Indenture, dated as of
December 1, 2009.

(b) Fer-each-series-efRefunding-Bends-theThe Executive Director and the
Secretary of the Board of Directors of the Agency (the "Secretary™) are hereby authorized and

directed, for and on behalf and in the name of the Agency, if appropriate, to execute and
acknowledge and to deliver with respect to each series of Refunding Bonds, either an indenture
which may include a supplemental indenture) in substantially the form of the conduit stand-alone

Refunding Bond Prior Indentures specified in subsections (a)(4) through (a)(7) of this Section 3 (a
"Refunding Bond Stand-alone Indenture™) or a supplemental indenture (a “Refunding Bond
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Supplemental Indenture”}-undera-Priortndenture-ora-New-thdenture-and and, collectively with

the Refunding Bond Stand-alone Indentures, "Refunding Bond Indentures™) under a Refunding
Bond Prior Indenture specified in subsections (a)(1) through (a)(3) and (a)(8) of this Section 3 in
substantially the form of any supplemental indenture or series indenture executed or approved in
connection with any of the Refunding Bond Prior Indentures, in each case with such changes
therein as the officers executing the same approve upon consultation with the Agency’s legal
counsel, such approval to be conclusively evidenced by the execution and delivery thereof.

The Executive Director is hereby expressly authorized and directed, for and on
behalf and in the name of the Agency, to determine in furtherance of the objectives of the Program
those matters required to be determined under the applicable Priortndenture-er-NewRefunding
Bond Indenture in connection with the issuance of each such series of Refunding Bonds.

(c) For each series of Refunding Bonds, the Executive Director is hereby
authorized and directed to execute, and the Secretary is hereby authorized to attest, for and in the
name and on behalf of the Agency and under its seal, if and to the extent appropriate, a
reimbursement agreement, letter of credit agreement, standby bond purchase agreement, or other
arrangement with respect to credit enhancement or liquidity support, and any intercreditor
agreement related thereto, in substantially the forms of the reimbursement agreements, letter of
credit agreements, standby bond purchase agreements, other such arrangements and intercreditor
agreements contemplated under the Prior-tndentures-or-NewRefunding Bond Indentures or used in
connection with the Refunded Bonds.

(d) Any New-tndenture-SupplementalRefunding Bond Indenture, reimbursement

agreement, letter of credit agreement, standby bond purchase agreement, other such arrangement
or intercreditor agreement executed in connection with the issuance of Refunding Bonds may
include such modifications as the Executive Director may deem necessary or desirable in
furtherance of the objectives of the Program, including, but not limited to, one or more of the
following provisions:

1) for the Agency’s general obligation to pay any debt secured thereby, or

(2)  for risk sharing provisions dividing between the Agency and any credit provider,
mortgage lender, commercial bank or other financial institution and/or FHA, in
such manner as the Executive Director may deem necessary or desirable in
furtherance of the objectives of the Program, the credit and financing risks relating
to Refunding Bonds and the Developments financed by such Refunding Bonds;

provided, however, that in each such case the Executive Director shall have determined that the
inclusion of such provisions with respect to the Refunding Bonds is not expected to result in
greater financial risk to the Agency or its General Fund than existed with respect to the related
Refunded Bonds.

Section 4. Approval of Forms and Terms of Refunding Bonds. Refunding
Bonds shall be in such denominations, have such registration provisions, be executed in such
manner, be payable in such medium of payment at such place or places within or without
California, be subject to such terms of redemption (including from such sinking fund instaliments
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as may be provided for) and contain such terms and conditions as each Refunding Bond Indenture
as finally approved shall provide. Refunding Bonds shall have the maturity or maturities and shall
bear interest at the fixed, adjustable or variable rate or rates deemed appropriate by the Executive
Director in furtherance of the objectives of the Program; provided, however, that no Refunding
Bond shall have-bear interest at a stated rate in excess of fifteen percent (15%) per annum or have
a final maturity later than forty-five years from the earlier of the date of issuance of the Refunded
Bonds or, if the Refunded Bonds were refunding bonds, the original bonds in the series of
refunding.

Refunding Bonds and the related SupplementalRefunding Bond Indenture(s) may
contain such provisions as may be necessary to accommodate an option to put such Refunding
Bonds prior to maturity for purchase by or on behalf of the Agency or a person other than the
Agency, to accommodate the requirements of any provider of bond insurance or other credit
enhancement or liquidity support or to accommodate the requirements of purchasers of indexed
floaters; provided, however, that variable rate Refunding Bonds may not be issued to refund fixed
rate bonds.

Section 5. Authorization of Other Financial Agreements Related to Refunding
Bonds. The Executive Director and the other officers of the Agency are hereby authorized to enter
into, for and in the name and on behalf of the Agency, any and all agreements and documents
designed to amend, modify or replace existing agreements and documents that related to Refunded
Bonds in order to (i) reduce or hedge the amount or duration of any payment, interest rate, spread
or similar risk with respect to Refunding Bonds or related investments, (ii) result in a lower cost of
borrowing when used in combination with the issuance or carrying of Refunding Bonds or related
investments, or (iii) enhance the relationship between risk and return with respect to the existing
debt of the Program or any portion thereof; provided, however, that the aggregate notional amount
of such agreements related to the Program may not be increased. Such agreements and other
documents are authorized to be entered into with parties selected by the Executive Director, after
giving due consideration for the creditworthiness of the counterparties, where applicable, or any
other criteria in furtherance of the objectives of the management of the debt of the Program.

ARTICLE Il
AUTHORIZATION AND TERMS OF NEW MONEY BONDS

Section 6. Determination of Need and Amount of New Money Bonds. The
Agency is of the opinion and hereby determines that the offer, sale and issuance of one or more
series of multifamily housing revenue bonds (*New Money Bonds") in an aggregate amount not to
exceed the sum of the following amounts is necessary to provide sufficient funds for new lending
under the Program:

@) the aggregate amount of private activity bond allocations under federal tax law
heretofore or hereafter made available to the Agency for such purpose; and

(b) if and to the extent the Bonds are “qualified 501(c)(3) bonds” under federal tax law,
are not “private activity bonds” under federal tax law, or are determined by the
Executive Director of the Agency (the “Executive Director”) to be intended not to
be tax-exempt for federal income tax purposes, $150,000,000.
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Section 7. Authorization and Timing. The Bonds described in Section 6 ("New
Money Bonds") are hereby authorized to be issued for the purpose of financing or carrying new
Loans for the acquisition, construction, rehabilitation, refinancing or development of
Developments. New Money Bonds may be issued at such time or times on or before the day 30
days after the date on which is held the first meeting in the year 2012 of the Board of Directors of
the Agency at which a quorum is present, as the Executive Director deems appropriate, upon
consultation with the Treasurer of the State of California (the “Treasurer”) as to the timing of each
such issuance; provided, however, that if the New Money Bonds are sold at a time on or before the
day 30 days after the date on which is held such meeting, pursuant to a forward purchase
agreement providing for the issuance of such New Money Bonds on a later date on or before
August 1, 2013, upon specified terms and conditions, such New Money Bonds may be issued on
such later date.

Section 8. Approval of New Money Bond
Indentures and Certain Other Financing Documents. (a) Fhe-Executive-Directorand-the
a) a) v Boakg Niro a) ha “Ca 3

more of the following (collectively, the “New Money Bond Prior Indentures”):
Q) the form of Fannie Mae stand-alone Indenture approved by Resolution No. 09-02;
@) the form of Freddie Mac stand-alone Indenture approved by Resolution No. 09-02;
3) the form of Master Pledge and Assignment approved by Resolution No. 09-02;

4) the form of FHA/GNMA stand-alone Indenture approved by Resolution No 10-08;
or

(5) the Affordable Multifamily Housing Revenue Bonds Indenture, dated as of
December 1, 2009.

(b) Fer-each-series-of-New-Meoney-Bonds-theThe Executive Director and the

Secretary are hereby authorized and directed, for and on behalf and in the name of the Agency, if
appropriate, to execute and acknowledge and to deliver with respect to each series of New Money
Bonds, either an indenture (which may include a supplemental indenture) in substantially the form
of the conduit stand-alone New Money Bond Prior Indentures specified in subsections (a)(1)
through (a)(4) of this Section 8 (a "New Money Bond Stand-alone Indenture™) or a supplemental
indenture (a “New Money Bond Supplemental Indenture™}-undera-Priortndenture-ora-New
Indenture-and,” and, collectively with the New Money Bond Stand-alone Indentures, "New
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Money Bond Indentures") under the New Money Bond Prior Indenture specified in subsection
(a)(5) of this Section 8 in substantially the form of any supplemental indenture or series indenture
executed or approved in connection with any-ef-thesuch New Money Bond Prior
tndenturesindenture, in each case with such changes therein as the officers executing the same
approve upon consultation with the Agency’s legal counsel, such approval to be conclusively
evidenced by the execution and delivery thereof.

The Executive Director is hereby expressly authorized and directed, for and on
behalf and in the name of the Agency, to determine in furtherance of the objectives of the Program
those matters required to be determined under the applicable Prior-trdenture-o--New Money Bond
Indenture in connection with the issuance of each such series of New Money Bonds.

Section 9. Approval of Forms and Terms of New Money Bonds. New Money
Bonds shall be in such denominations, have such registration provisions, be executed in such
manner, be payable in such medium of payment at such place or places within or without
California, be subject to such terms of redemption (including from such sinking fund instaliments
as may be provided for) and contain such terms and conditions as each New Money Bond
Indenture as finally approved shall provide. New Money Bonds shall have the maturity or
maturities and shall bear interest at fixed or convertible rates deemed appropriate by the Executive
Director in furtherance of the objectives of the Program; provided, however, that no New Money
Bond shall have a term in excess of fifty years or bear interest at a stated rate in excess of fifteen
percent (15%) per annum.

New Money Bonds and the related SupplementalNew Money Bond Indenture(s)
may contain such provisions as may be necessary to accommodate an option to put such New
Money Bonds prior to maturity for purchase by or on behalf of the Agency or a person other than
the Agency, to accommodate the requirements of any provider of bond insurance or other credit
enhancement.

Section 10. Conduit Issuances. In addition to the authority provided by the other
provisions of Article 11, the following provisions shall apply to any limited obligation New Money
Bonds (“Conduit Bonds™) issued on behalf of Development sponsors for which, by the terms of the
documents providing for the issuance of such New Money Bonds, (a) the Agency is not liable for
payment of the principal of, premium or interest on such New Money Bonds, except from
revenues received from loans made with the proceeds of such New Money Bonds (“Conduit
Loans”), (b) the Agency has not contributed or pledged any funds or assets to such New Money
Bonds other than revenues derived from or related to such Conduit Loans, and (c) there is
otherwise no obligation of or material financial risk to the General Fund of the Agency under the
terms of such Conduit Bonds:

1) Conduit Bonds may be issued as drawdown bonds for which the bond purchaser
purchases Bonds in installments as funds are needed by the Development sponsor,
and, if the initial draw is funded pursuant to authority granted under this Article 11
prior to the first meeting in the year 2012 of the Board of Directors of the Agency at
which a quorum is present, additional draws necessary to complete the
Development may be issued at any time, whether before or after August 1, 2013;
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2 Conduit Bonds may be issued with variable rates of interest; and

3) Conduit Bonds may otherwise have such commercially reasonable terms as may be
approved by the Executive Director, such approval to be evidenced by the
execution and delivery of the documents relating to such Conduit Bonds in
accordance with this Resolution.

4) For each series of Conduit Bonds, the Executive Director is hereby authorized and
directed to execute, and the Secretary is hereby authorized to attest, for and in the
name and on behalf of the Agency and under its seal, if and to the extent
appropriate, any and all necessary documents, including but not limited to
reimbursement agreements, letter of credit agreements or other arrangements with
respect to liquidity or credit enhancement, and any intercreditor or subordination
agreements related thereto.

ARTICLE 11
PROVISIONS APPLICABLE TO ALL BONDS ISSUED UNDER THIS RESOLUTION

Section 11. Authorization of Disclosure. The Executive Director is hereby
authorized to circulate one or more preliminary official statements relating to Refunding Bonds
and/or New Money Bonds (collectively, "Bonds") and to execute and circulate one or more official
statements relating to Bonds, and the circulation of such preliminary official statement and such
official statement to prospective and actual purchasers of Bonds is hereby approved. The
Executive Director is further authorized to hold information meetings concerning Bonds and to
distribute other information and material relating to Bonds, including by posting of such
information on one or more websites maintained by or at the direction of the Agency.

Section 12. Authorization of Sale of Bonds. Bonds are hereby authorized to be
sold at negotiated or competitive sale or sales, including but not limited to private placements and
public offerings. The Executive Director is hereby authorized and directed, for and in the name
and on behalf of the Agency, to execute and deliver one or more agreements, by and among the
Agency, the Treasurer, if applicable, and such purchasers or underwriters as the Executive
Director may select (the “Purchasers”), relating to the sale of the Bonds, in such form as the
Executive Director may approve upon consultation with the Agency’s legal counsel, such approval
to be evidenced conclusively by the execution and delivery of said agreements by the Executive
Director.

The Treasurer is hereby authorized and requested, without further action of this
Board and unless instructed otherwise by this Board, to sell the Bonds pursuant to the terms and
conditions set forth in each such agreement as finally executed on behalf of the Agency. The
Treasurer is hereby further authorized and requested to deposit the proceeds of any good faith
deposit to be received by the Treasurer under the terms of such agreement in a special trust account
for the benefit of the Agency, and the amount of such deposit shall be retained by the Agency,
applied at the time of delivery of the applicable Bonds as part of the purchase price thereof, or
returned to the Purchasers, as provided in such agreement.
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Section 13. Authorization of Execution of Bonds. The Executive Director is
hereby authorized and directed to execute, and the Secretary of this Board is hereby authorized and
directed to attest, for and on behalf and in the name of the Agency and under its seal, the Bonds, in
an aggregate amount not to exceed the amount authorized hereby, in accordance with each
NewRefunding Bond Indenture, or SupplementalNew Money Bond Indenture in one or more of

the forms set forth in such New-lrdenture-er-Supplemental-thdentureindenture.

Section 14. Authorization of Delivery of Bonds. The Bonds when so executed
shall be delivered to the Trustee to be authenticated by or caused to be authenticated by the Trustee.
The Trustee is hereby requested and directed to authenticate, or cause to be authenticated, the
Bonds by the execution of the certificate of authentication and registration appearing thereon, and
to deliver or cause to be delivered the Bonds when duly executed and authenticated to the
Purchasers in accordance with written instructions executed on behalf of the Agency by the
Executive Director, which instructions said officer is hereby authorized and directed, for and on
behalf and in the name of the Agency, to execute and deliver to the Trustee.

Section 15. Authorization of Program Documents. The Executive Director and
the other officers of the Agency are hereby authorized and directed to execute all documents they
deem necessary or appropriate in connection with the Program, including, but not limited to,
regulatory agreements, loan agreements, origination and servicing agreements (or other
loan-to-lender documents), servicing agreements, developer agreements, financing agreements,
investment agreements, intercreditor agreements, agreements to enter into escrow and forward
purchase agreements, escrow and forward purchase agreements, refunding agreements and
continuing disclosure agreements, in each case with such other parties as the Executive Director
may select in furtherance of the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, one or more mortgage sale
agreements with such purchasers as the Executive Director may select in accordance with the
objectives of the Program. Any such sale of Loans may be on either a current or a forward
purchase basis.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, contracts to conduct foreclosures of
mortgages owned or serviced by the Agency with such attorneys or foreclosure companies as the
Executive Director may select in accordance with the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, contracts for the sale of foreclosed
properties with such purchasers as the Executive Director may select in accordance with the
objectives of the Program. Any such sale of foreclosed properties may be on an all cash basis or
may include financing by the Agency. The Executive Director and the other officers of the
Agency are also authorized to enter into any other agreements, including but not limited to real
estate brokerage agreements and construction contracts, necessary or convenient for the
rehabilitation, listing and sale of such foreclosed properties.
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Section 16. Authorization of Credit Facilities. In addition, the Executive
Director and the other officers of the Agency are hereby authorized to enter into, for and in the
name and on behalf of the Agency, one or more short-term or long-term credit facilities, including
but not limited to repurchase agreements, for the purposes of (i) financing the purchase of Loans
on an interim basis, prior to the financing of such Loans with Bonds, whether issued or to be issued;
(it) financing expenditures of the Agency incident to, and necessary or convenient to, the issuance
of Bonds, including, but not limited to, Agency expenditures to pay costs of issuance, capitalized
interest, redemption price of prior bonds of the Agency, costs relating to credit enhancement or
liquidity support, costs relating to investment products, or net payments and expenses relating to
interest rate hedges and other financial products; and (iii) enabling the Agency to restructure
existing debt and related purposes, including, but not limited to, the redemption of existing bonds
and the acquisition of bonds that have been put to liquidity providers as bank bonds. Any credit
facility entered into pursuant to this Section 15 may be from any appropriate source, including, but
not limited to, the Pooled Money Investment Account pursuant to Government Code Section
16312; provided, however, that the aggregate outstanding principal amount of credit facilities
authorized under this Section 15 or the comparable sections of Resolution No. 11-01 (the single
family financing resolution adopted at the same meeting) and Resolution No. 06-06, as amended
(the Bay Area Housing Plan resolution) may not at any time exceed $400,000,000 (separate and
apart from the amount of bonds authorized by Sections 1 and 6 of this resolution and such other
resolutions).

The Executive Director and the other officers of the Agency are hereby authorized
to use available Agency moneys (other than and in addition to the proceeds of bonds) (i) to make or
purchase loans to be financed by bonds (including bonds authorized by prior resolutions of this
Board) in anticipation of draws on a credit facility, the issuance of Bonds or the availability of
Bond proceeds for such purposes and (ii) (ii) to purchase Agency bonds to enable the Agency to
restructure its debt and for related purposes as authorized under Resolution No. 08-42 and any
future Board resolutions thereto amendatory or supplemental.

The Executive Director and the other officers of the Agency are hereby authorized
to use available Agency moneys to purchase Agency bonds to enable the Agency to restructure its
debt and for related purposes. Any Agency bonds so purchased shall remain outstanding for all
purposes except to the extent that the Executive Director or the other officers of the Agency
expressly provide for the retirement or redemption, and cancellation, of such bonds. Any Agency
bonds so purchased may be purchased and resold, in each case on such terms as may be determined
by the Executive Director and the other officers of the Agency in the best interests of the Agency.
The Agency may establish any account or accounts as may be necessary or desirable in connection
with the purchase of such bonds.

Section 17. Ratification of Prior Actions; Not a Repeal of Prior Resolutions. (a)
All actions previously taken by the officers of the Agency in connection with the implementation
of the Program, the issuance of the Bonds, the issuance of any prior bonds (the “Prior Bonds”), the
execution and delivery of related financial agreements and related program agreements and the
implementation of any credit facilities as described above are hereby approved and ratified.

(b) This resolution is not intended to repeal in whole or in part any prior resolution
of the Agency with respect to the authority granted to the Executive Director and the other officers
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of the Agency in relation to Prior Bonds and related agreements, including but not limited to (i) the
authority to determine in furtherance of the objectives of the Program those matters required to be
determined in relation to Prior Bonds, whether under indentures or other related agreements, and
(ii) the authority to amend, modify or replace financial agreements of the types described in
Section 5 of this resolution.

Section 18. Authorization of Related Actions and Agreements. The Treasurer,
the Executive Director and the officers of the Agency, or the duly authorized deputies thereof, are
hereby authorized and directed, jointly and severally, to do any and all things and to execute and
deliver any and all agreements and documents which they deem necessary or advisable in order to
consummate the issuance, sale, delivery, remarketing, conversion and administration of Bonds and
Prior Bonds and otherwise to effectuate the purposes of this resolution, including declaring the
official intent of the Agency for purposes of U.S. Treasury Regulations Section 1.150-2, and
including executing and delivering any amendment or supplement to any agreement or document
relating to Bonds or Prior Bonds in any manner that would be authorized under this resolution if
such agreement or document related to Bonds authorized by this resolution. Subject in all cases to
the express limitations set forth above in this resolution, such agreements may include, but are not
limited to, remarketing agreements, tender agreements or similar agreements regarding any put
option for Bonds or Prior Bonds, broker-dealer agreements, market agent agreements, auction
agent agreements or other agreements necessary or desirable in connection with the issuance of
Bonds in, or the conversion of Bonds or Prior Bonds to, an auction rate mode or an indexed rate
mode, agreements for the investment of moneys relating to the Bonds or Prior Bonds,
reimbursement agreements, letter of credit agreements, intercreditor agreements or other
arrangements relating to any credit enhancement or liquidity support or put option provided for the
Bonds or the Prior Bonds, continuing disclosure agreements and agreements for necessary services
provided in the course of the issuance of the bonds, including but not limited to, agreements with
bond underwriters, remarketing agents, placement agents, private placement purchasers, bond
trustees, bond counsel and financial advisors and contracts for consulting services or information
services relating to the financial management of the Agency, including advisors or consultants on
interest rate swaps, cash flow management, and similar matters, and contracts for financial
printing and similar services. The Executive Director and the officers of the Agency, or the duly
authorized deputies thereof, are hereby authorized and directed, jointly and severally, to provide as
necessary for payment of costs of issuance related to Bonds and to provide for the Agency to
contribute capital as necessary to facilitate the issuance of Bonds.

This resolution shall constitute full, separate, complete and additional authority for
the execution and delivery of all agreements and instruments described in this resolution, without
regard to any limitation in the Agency’s regulations and without regard to any other resolution of
the Board that does not expressly amend and limit this resolution.

Section 19. Additional Delegation. All actions by the Executive Director
approved or authorized by this resolution may be taken by the Chief Deputy Director of the
Agency, the Director of Financing of the Agency, the Financing Risk Manager of the Agency, the
Director of Multifamily Programs of the Agency (but only with respect to Conduit Bonds issued in
accordance with Section 10 hereof), or any other person specifically authorized in writing by the
Executive Director, and except to the extent otherwise taken by another person shall be taken by
the Chief Deputy Director during any period in which the office of the Executive Director is vacant.
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 11-02 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 20th day of January, 2011, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the following vote:

AYES:
NOES:
ABSTENTIONS:
ABSENT:
IN WITNESS WHEREOF, | have executed this certificate and affixed the seal

of the Board of Directors of the California Housing Finance Agency hereto this 20th day of
January, 2011.

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
the Resolution No. 11-  duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 20th day of January, 2011, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the following vote:

AYES:

NOES:
ABSTENTIONS:
ABSENT:

| further certify that | have carefully compared the foregoing copy with the
original minutes of said meeting on file and of record in my office; that said copy is a full, true,
and correct copy of the original resolution adopted at said meeting and entered in said minutes;
and that said resolution has not been amended, modified, or rescinded in any manner since the
date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, | have executed this certificate and affixed the seal
of the Board of Directors of the California Housing Finance Agency hereto this day of

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency



NOILVIOdHOD IDNVLSISSV IDVILIOW ViH1VD

DVIN VAHED

TTOZ Yose
Bunaa S1010911q O preog Y4H[eD

187

sweJldodd UOIJUaAald 9JNSO|I340
eluJojljed) swoH Jno) dod)

VINHO4ITV]




188

awoy JIay) pJojje 1o3uUo| ou ued jeys sisumoawoy disH «
ueo| Juanbuiap J1ay3 aieisulal 01 djay pasu 1eyl sisumoswoy djeH «

diyspJey |elpueul} ui 3nsal
[lIM 1ey1 JuswAed age3ow Ajyjuow Jiayl ul 8seaJdul Suiwoddn Jo JuUad3y «

Adlj1gesip 40 SSau||l ‘Yieap Se yans adueiswnaild pjoyasnoy ui aduey) «
JuswAojdwaun «

swoy JIay} ||9s 01 3|qeun «

SwJi9al Jolloqg ulelqo O] ueo| adueuljad jouue) «

saA|9swayl djay 01 Ajljige s Jaumoawoy
s1oedwi Alinba aAeSau yum pauiquod usym diyspJiey |erdueul{ «

:SISIID
9JNS0[29.40} 3U344NI 3Y3 JO s}0adse aJow o auo ssappe 03 paudisap sweagoud

SIQUMOSWOY dWO0dU| 9leJapow pue
MO| 3|qI3I1|9 10} S24NSO[23404 3|geploAe JuaAa.d d|ay eyl swesdoid dojanaQ

SOAI1103[qO wel30ud eluJojijed) aWoH Jnoj dady



EmLmO._n_ 9JUe]SISSYy uoinlisued| —

weJlso.ld uollonpay |edidulld —

189

weJl30.4d 92Ue]SISSy 1uawalelsulay 98e31I0|N —

9JUe]1SISSY 93e310|A JuswAo|dwaun —

eluJojlje) sWoH
InoA daay Ag paJtajjo Ajpualund swelsold JN04 e

MBIAIBAQ




190

9JUR1SISSY

0L¥'9 uol||iw €S JoIsUe. |
GET'ST uol||lw 06£$ uolloNpay |edidulid
, JUuoWialelSuloy
002°6 uol||lw 6¢TS 53S0
005°09 uol|iw G/8$ JuswAhojdwsun

Po1SISSY SP|oYyashoH
jJo # paldaload

sie|joq weido.id
Pa1e30]|V

weasoud

92UB]SISSYY Wel3odd palewilsy




191

pjoyasnoy Jad aduelsisse Jo 000‘0SS 01 dn

Saul|apIng Japus|
sunedioilued 03 SuipJodde ‘Uoiledljipow Jo/pue Juawalelsulad
J91je sjuswAed agdedluow ulelsns 01 awodul alenbapy

}jnejap Juauiwwl ul Jo Juanbuljap sI ueo| ases1I0A

diyspJey Jo}
uoseaJ Juswnaop — HAepily diyspieH e usis pue a19|dwo)

(INV %02T) SHWI| dWodul 9}eJapow pue Mo| 193\

9223uapisal Atewlud se sawoy Adnado pue umQ

sjuawalinbay A111q1S113 JSUMOSWOH |eJauan



192

PaUWIPUOD
10 ‘JuedeA ‘pauopuedge ag Jou 1snw Ajadold e

(0S£°6TLS
Aj3ualind) 1wl 3S5 Pa9IXa Jouued aseslow

}1s41} Jo 9auejeq [edidulid predun juadin) e
ueoj| ual| 1sd1} 9yl S| 93e351I0|N e

90U3pIsal
ledioulid ‘paldndd0 Jaumo g 1snw Ajadold e

eluJojijed ul paiedo| aq isnw Ayadoid ay] e

syusawalinbay Ali1qiS|3 Aluadoud |edauan



193

MO -=2UWOoY wmmr\_u.hjo_ O] poaulelqo sual| Jolunf«

MO - IUBUIDI BUI|WEDIIS «

ual| Jolunl1no ysed e suipnjaul ,‘@aueul}al
INO Ysed, e pajewwnsuod sey JOUMOIWOH —

600C ‘T Adenuer Ja1je pajeuldlio sem ueoq —

IT/v/v
9AI1091J9 — AJUO dYd 01 9|gedljdde suoISn|Ixa |euoilippy e

9JUe]SISSe 40} pPaJapISuod Sulad a3Uapisal
Alewiid ayl ueys Jayro Ayuadodd SUMO JOUMOSWOH e

e119114D) Uoisnjox3 Ajuadold |elauan



194

sue|d 9@oueJleaqJoj} Adelarudoud pue dn dINVH Suipnjoul
sweJsgoJld uonuanaid 2insojda40j Jaylo Jusaws|dwod 03 paudisaq

9JUe1SISSE VIAIN
MO||0} J0 3padaud ued ‘sauljaping Jo3sanul Ag pamojje se ‘9oueleaq.oy
|EUOIIIPPE JO SYIUOW € UM JSUMOIWOY 3pIA0Id 0] JDINIDS

S99} JO S2JUBApPE 912J0dJ0D J9IIAISS SPN[IUI JOU S0P dIUR]SISSE Jjaudyg —

000‘STS S! dduelsisse pjoyasnoy Jod WNWIXe —

SS9 Sl JaAaydIym ‘v|1id
ueo| ases1ow ual| 1S4} 3yl JO %00T 40 000‘ES 01 dn 1auaqg Ajyiuoln

syiuow xis Jo wnwixew Jo} Apisgns juswAed
93e3d1J0W e JO WJ0o} 9yl ul dduelsisse 11jauaq Atesodwal apinoad

s}jauag JusawAojdwaun gg3 eluJojljed SulAlIad aJe pue sso| qof
Alejun|oAul paoualiadxa aAeY OYM SI9UMOSWOY 0} 9dUe)sisse apInodd

(VIAN) @oue3sissy adeslioln JuswAojdwaun



195

poliad aouejsisse yjauaq juswAojdwaun sulinp
paJnd jou s| diyspiey Joaumoawoy I YIAN MO||0} ue)

weJagoid uoinonpay |edidulid apnjoul Jou Aew
10 Aew 1eyl uoiiealjipow ueo| Yiim pauiquod aq ue)

JuawAed awil-auo 03 pallwi| si uonnedidiyied Jaumoawoy
- ployasnoy J4ad 000‘STS 01 dn aduelsisse 11jauag

ueo| age3dyiow ual| 1s41} 40} ddueisisse JusawAed 3uipinoad
AQ 1uswalelsulas yym sisumoaswoy 3|qi3I[D 1SISSY

(dVHIN)
INVYOO0Yd IDNVLSISSY ININITLVYISNITY IDVOLIHOW



0T

196

duipuels pood ul JuswAed ulejulew pue awoy
Adn220 1snw ‘awli} J9A0 SSauaAIdJ0}) |edidulud suJed JSUMOSWOH

'000°00TS 01 dn uondnpal
ledipulid uaj| 1S4l WnWwiXew e yim sisaumoawoy sapinoid

SJ01S9AUl Suljedidilied woJd ydojew |eloueulj auo-0l1-auQ

vid dINVH Sulpnjoul ‘sweidoad uonnedijipow ueo| Aieyaladoud
pue dIAVH pJepuels yum uoinounfuod ul jdom 03 pausdisa(

swel304d DJHA) 419Ylo woJd} paAladal Ajsnoianaid
saluow ssa| ‘pjoyasnoy Jad 0O0‘0SS 01 dn aduelsisse 11jauag

Ol1eJ pUD-1U04} %TE JO
|eos yim juswAed Ajyiuow o|gepJloije uielle Jaumoawoy d|aH

(ddd)
INVYYO0Yd NOILDNAIY TVdIDNIYd



1T

197

$1S02 3|geMO||e 10} Saul|apIng Y4YH MO]||0} 01 SI9IAIDS

suolloesuedy Nalj-ul-pasap pue 3jes Joys panoidde
101SaAUl Y3M uo13dunfuod ul papinodd asueisisse 11jauag
pjoyasnoy

lad 000¢S 01 paywi| si @duelsisse Y4yH Yim paulquiod
uaym pjoyasnoy Jad 000ss 01 dn asueasisse 1ljauag

duisnoy aAlleuJayje

01 UOIlISueJ] Yloows e ayew siaumoawoy d|ay 8inso|2a40)
PIOAE 0] Juem pue sawoy J1ay3 pJojje Ja3uo| ou ued

OYM SJIQUMOSWOY 03 S}I}2uag 9oue)sisse uollisuedl apinoId

(dv1)
INVYOO0Yd IDNVLISISSY NOILISNVYL JHL



T

198

sweJsoud ||e Jo Aue ul 91edIdiled 01 10U 3sOYd Aew SIDIAIDS

llewa pue sauoyd anbjun — wei3doud
JAHMI/4HH 9Y3 01 Jje1s 9|qeadpa|Mmous 91ed|pap 03 SI92IAIDS

SjuswsaJinbaJ Suijiodad pue ejep ‘@aueljdwo) «
uOI3eW.J0oJUl 30B1U0D JO JUIOd «
JuswaaJde sulpund «
$S920.d pue 1ewJoj 3|14 eleg uowwo) «
S199YS WJa) weidold |euollesadQ «
:3uipnjoul sjielap weddoudd apinoJdd S1IqIYXa pue JUusawWa.43y

( 3UaWa3.4bY 13211135 b paubis sby 132IN13S
119Y1 §Sajun aoupsISSo 1Ufauaq HHAY aA13234 03 3[q1bIjaul 340 SIaUMOIWO0Y)

1JUaWa348y pazipiepuels sapnjoul uollelisiSal weadoud

uolnzedidinied J92IAIaS



(ddd pue dvdIN ppe 0} SUOISSNISIp pasueApe) Ovg —
Aluo yANN »

abeblonny —

obure4 s|lap\ —

uoneiodiod DN —

VN “Yueg asey)d ueblo A —
D77 9@2UeUI4 SWOH aseyd —

Aluo dVHIN/VINN e
abebuo pjino —

IAVIND —
Silel}yy SURIBIBA JO Juawledaq VD —

V4HIeD —
swelboid DHAM INOJ IV e

199

Bbunedionred Apualind SI992IAISS JO 1SIT




200

SJI92IAIBS
[reuonippe 0g ueyl alow 0} yseanno

1SNI] uns
leisbe|H
Sd4d1 gl

ONd
abebuo pue|piN

uolun upaI) [erapaH AneN
buipleod-uo Jo
SS920.d Ul SI92IAISS JO 1SIT



aT

201

gunniodad pue uoI123||02 eiep ‘@aueldwo)
SJ921AJ3S 01 AJ103dlp apew suipund JHAN «

$S920.d J3jSueJ} 9|14 B}eQ UOWWOY) JIJIAIBS/DdD |BUOINIRIIP-Ig «

UOI12eJ31Ul J92IAISS SapN|dul uolleuiwaalap AN|IqISI|T «
3U155320.(

3uI[9SUN0) UOIIU3A3Id 94NSO|IBI0H «
sisAjeue A11|1qIS1|2 pue Suissado.d ‘@yejul JOUMOIWOH «

121Ud) ||1ED

:SuU0I10UN} SUIMO||0} 9yl wJojiad 01 paugdisaq

19]1U9)) mc_mmmucgn_ paZljedlua) JHA)



9T

duissasoud |eul} 4o} |elod J0[9SUNOI 94N23S B Y3noJdyl DdD @yl 03
A|30241p S9|1} JouUuMOaWOY 3|qI31|D 91N0J SIO[9SUNOD [BUJIIXD JHAN e

slaumoawoy 3|q13I|9

0} Joddns pue yaeasino apinodd Hdd ayi d|ay ||Im SJ0|2SUN0I

|eUJ91XD 3Say] ‘sweddoid DHAM 2yl uo pauieJl Ajjealjioads syuase
3u1]19SuUN0l PaI4IIIRI-FNH |eUJDIXD /€ JO JIOMIDU SPIMIILIS

202

2auejsisse Jo aq Aew weis304d JHA

2y3 Jo ‘Aue JI ‘Yyoiym auiwlalap djay pue sisaumoawoy 3|qi31|a

01 9dUe]SISSe uolluanaJld 94ns0|I3.40) apinoad jeyl SJ10|asunod
wei304d YiM pajjels sl aaiua) 3ulSSad04d pazijedyua) ayl e

gullasuno) weusold DHAN



203

dujzijeuly
940J90 SsjuawaJdinbaJ AinseaJ] Ajsiies 01 SUDJJOAN —

UOI1eJ9PISUOD JBPUN S)Sljeul) 934yl —
pun{ uoljeAouu|
sweldoud

b [|e 10§ pJeoq uo p|In9 DVIAID ‘LIAIED ‘V4HIEeD

SJ92IAJDS |euollippe €G UM SuldJom
Aj3ua4und — sanu13U0d SuipJeoquo/Yydealino J32IAISS

TT/./€ uoneiusws|dw] wessoud ||n4

sjuawWdo[aAa( 1UDI3Y JO MBIAIDAQ



8T

suoloesuel) 56 Yim pajedosse $ pund (g)
'SpJ023J 931ed1|dnp 0}
anp paieistano Ajpysiis aq Aew saundi4 (T)

€96'60LS 000°80T'EYS  %00°00T 8€9'T |eiol

m 000'0T S 0000L S %S80 14" dvl
¥S6°06TS 000°0SC'€ECS % 6£°8C S9v ddd

0CS'TETS 000°0LE'S S %98'TC 8G€ dVdIN

687'9LCS 000°8TV VTS  %06'8Y 108 VAN

S pung S 9AJI9SaY % # (80 Je|N-TZ 1d3S) suoloesuesy dvH |e1ol

weJlgdoid Ag sue|d UOI1DY JOUMOIWOH
uolynpoud




6T

SpJ023.
91ed1|dnp 01 anp paie1ssano Ajysi|s saunsiq (¢)
3ul@sunod wouy suoseau 39|qi311dul sapN|dxX3 (T)

“ %00°00T  TL9 le30]
Q % v0'T L dvl
% 16T 96T dyd
%y e 9T dVHIN
%TESY v0€ VININ

% #

(80 JeIN-TZ 1daS) suonoesuel a|qidijau| |e10

weJlgdoldd Ag saoiisiiels a|qidijau]
uolynpoud




0c

%S

%0'S

%S0

%S0

%L0

%80

%68

%001

%8TI

%S'6L

RIOLIO %=

313

£Ll

(4914

(4914

oLz

114

LT

oee

eee

09

Jnoom

uinbeor ueg

ebulp

BR[O Blueg

epowR|y

2S00
BIUOD

oujpleweg
ues

OpsIeAlY

obe|q ues

0JUS LN2IORS

sejeBuy 801

1

206

Saljuno) QT do|

(900" = 3UNOY |e301)

0ol

o0z

o0e

ooy

00s

009

00




207

3uizijeuly
940J}3(g SsiuawalinbaJ Aunseau| Ajsiies 01 SUDIOAN —

UOI1eJ9PISUOD Jopun Sisijeul) a4y —
pun{ uoljeAouu|
swelsoud

b (e 10§ pJeoq uo p|InY DVIAID ‘LIAIED ‘V4HIEeD

SJ92IAJDS |euollippe €G UM SuldJom
Aj3ua4und — sanuUI3U0d SuipJeoquo/Yydealino J32IAISS

dVHIN/VIAN ul Sunedidinied ‘paeoq uo SJadiAJas Jolew g
1IN0 ||0J4 Weus04d ||} - TTOC ‘L 9°

pJeMIO{ SUINO|N



44

7808°97€(916) A0S EIBIY|EO@UOSPIBYIIP - Uospieydly Id
10e3U0D IO

(LE€S) dIIN-156-888-T
8J0°eluJO}I|eD)WOHJINOAdIY MMM

208

1ISIA 9se9|d

‘uollewJojul aiow Jo4



http://www.keepyourhomecalifornia.org/
mailto:drichardson@calhfa.ca.gov

209

State of California

MEMORANDUM

To Board of Directors Date: March 10, 2011

From: L. Steven Spears, Acting Executive Director
CALIFORNIA HOUSING FINANCE AGENCY

Subject: Item 9 — Discussion Regarding Audit Recommendations

On February 24, 2011, the Bureau of State Audits (BSA) released their final report resulting from
their audit of the fiscal condition of CalHFA. The audit contained three recommendations:

e “To ensure that CalHFA’s business plans and strategies are thoroughly vetted by an
experienced and knowledgeable board, the Legislature should consider amending the
statute that specifies the composition of CalHFA’s board to include appointees with
specific knowledge of housing finance agencies, single-family mortgage lending,
bonds and related financial instruments, interest-rate swaps, and risk management.”

e “To provide better oversight of CalHFA, its board should issue a policy stating that it
must approve any new debt-issuance strategy or mortgage product prior to its
implementation, either directly or by inclusion in CalHFA’s annual business plan. The
board should, where appropriate, prescribe limits on how much of the debt portfolio
can be fixed- or variable rate bonds, and what proportion of the loans it purchases can
consist of mortgage products it identifies as riskier than other mortgage products.”

e “Within its annual resolutions delegating authority to CalHFA staff, the CalHFA board
should include language restricting staff’s actions regarding debt strategies and
mortgage products to those specified in the annual delegations themselves, the
approved business plans, or subsequent board resolutions.”

The Board has indicated a desire to discuss all three recommendations. With regard to the first
recommendation, | have attached material regarding the makeup of the board of directors of several
state housing finance agencies from around the country. With regard to the second and third
recommendations, | have not provided draft language for a policy. Rather, given the
recommendations of the BSA, | feel it would be more prudent for the board members to either draft
specific language or provide the staff with specific guidance related to a general policy statement.

By law, the BSA is required to follow up with the audited entity (i.e., CalHFA) periodically to
determine whether the entity is implementing the recommendations. The first such time for follow up
is 60 days after release of the audit.

Please let me know if you have questions.
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State of California

MEMORANDUM

To Board of Directors Date: March 10, 2011

From: L. Steven Spears, Acting Executive Director
CALIFORNIA HOUSING FINANCE AGENCY

Subject: Item 10 — Proposed Update to the CalHFA Business Plan

Traditionally, the March Board meeting is the time when Staff presents to the Board a proposed
updated business plan for the Agency. The Board discusses the proposal with Staff and provides
comments and suggestions. Using these suggestions and comments, Staff finalizes the proposal and
presents a completed business plan at the May Board meeting. In addition, based on the finalized
business plan, Staff prepares and presents an Operating Budget for the next fiscal year at the May
Board meeting.

In past years, a five year business plan has been adopted. However, for two years now, with
disruption and uncertainties in the bond, credit and real estate markets, the challenges presented by
the Agency’s own financial condition and the pending Federal HFA initiative, the Staff presented and
the Board adopted a two year business plan. Given the continued uncertainties and challenges, Senior
staff will present and recommend an update of the two year business plan at the March 16 Board
meeting.

The slide presentation that follows this memo will provide the basis for a discussion of the two-year
business plan. One of the basic assumptions in the business plan adopted at last year’s May Board
Meeting was an expectation that we would see some improvement in the credit markets, the real
estate markets and the economy. Those improvements have not materialized as hoped and you will
see in the current proposal the same priorities and emphasis as was present in the May 2010 business
plan.

Please let me know if you have questions.
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State of California

MEMORANDUM

To:

From:

Board of Directors Date: March 3, 2011

Va o

Bruce D. Gilbertson, Director of Financing
CALIFORNIA HOUSING FINANCE AGENCY

Subject: Homeownership Loan Portfolio Update

Attached for your information is a report summarizing the Agency’s Homeownership loan portfolio:

Delinquencies as of December 31, 2010 by insurance type,

Delinquencies as of December 31, 2010 by product (loan) type,

Delinquencies as of December 31, 2010 by loan servicer,

Delinquencies as of December 31, 2010 by county,

A chart of the number of CalHFA’s FHA Delinquent Loan Trend for 30-90 Day and 120 Day
(for the period of January 2009 thru December 2010)

A chart of the number of CalHFA’s Conventional Delinquent Loan Trend for 30-90 Day and
120 Day (for the period of January 2009 thru December 2010)

A graph of CalHFA’s 90-day+ ratios for FHA and Conventional loans (for the period of
December 2005 through December 2010),

A graph of 90-day+ ratios for CalHFA’s three Conventional loan (products) types, for the
period of December 2008 through December 2010,

Real Estate Owned (REO) at January 31, 2011,

Uninsured Losses on Indenture, GAP and Subordinate loans for Calendar Years 2008-2010,
Gains/(Losses) on the Disposition of 1¥ Trust Deeds, for January 1 through January 31,
2011, and

Write-Offs of subordinate loans for January 1 through January 31, 2011
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rCah'fomia Housing Finance Agencu

HOMEOWNERSHIP LOAN PORTFOLIO
DELINQUENCY, REO and LOSS REPORT

Reconciled Loan Delinquency Summary
All Active Loans By Insurance Type
As of December 31, 2010

DELINQUENCY RATIOS - % of Loan Count

Loan % of Loan Loan Loan Totals
Count Balance Balance Count 30-Day Count 60-Day Count 90(+) Day Count %
Federal Guaranty
FHA ** 10,723  $ 1,409,699,657 29.14% 658 6.14% 248 2.31% 1141 10.64% 2,047 19.09%
VA 347 51,119,909 1.06% 11 3.17% 7 2.02% 38 10.95% 56 16.14%
RHS 93 17,844,114 0.37% 2 2.15% 2 2.15% 16 17.20% 20 21.51%
Conventional loans
with Ml
CalHFA MI Fund 7,520 2,024,220,163 41.84% 341 4.53% 165 2.19% 1067 14.19% 1,573 20.92%
without Ml
Orig with no Ml 5,535 1,126,953,457 23.30% 143 2.58% 69 1.25% 280 5.06% 492 8.89%
MI Cancelled* 1,455 207,687,504 4.29% 33 2.27% 15 1.03% 48 3.30% 96 6.60%
Total CalHFA 25,673 $ 4,837,524,805 100.00% 1,188 4.63% 506 1.97% 2,590 10.09% 4,284 16.69%

*Cancelled per Federal Homeowner Protection Act of 1998, which grants the option to cancel the MI with 20% equity.

**The FHA loan count was decreased by 2,586 loans (including 125 loans that were delinquent as of February 28, 2010) because the Agency requested
Bank of America to pool the whole loans into Ginnie Mae securities. Effectively, these FHA insured whole loans were swapped for Ginnie Mae
securities during March 2010.

Reconciled Loan Delinquency Summary
All Active Loans By Loan Type
As of December 31, 2010

DELINQUENCY RATIOS - % of Loan Count

Loan % of Loan Loan Loan Totals
Count Balance Balance Count 30-Day Count 60-Day Count 90(+)Day Count %
30-yr level amort
FHA 10,723 $  1,409,699,657 29.14% 658 6.14% 248 2.31% 1,141 10.64% 2,047  19.09%
VA 347 51,119,909 1.06% 11 3.17% 7 2.02% 38 10.95% 56 16.14%
RHS 93 17,844,114 0.37% 2 2.15% 2 2.15% 16 17.20% 20 21.51%
Conventional - with Ml 3,831 926,447,698 19.15% 143 3.73% 61 1.59% 407 10.62% 611 15.95%
Conventional - w/o Ml 6,117 1,125,109,839 23.26% 140 2.29% 67 1.10% 261 4.27% 468 7.65%
40-yr level amort
Conventional - with Ml 592 171,955,498 3.55% 35 5.91% 19 3.21% 116 19.59% 170 28.72%
Conventional - w/o Ml 218 43,796,931 0.91% 5 2.29% 4 1.83% 10 4.59% 19 8.72%
5-yr IOP, 30-yr amort
Conventional - with Ml 3,097 925,816,966 19.14% 163 5.26% 85 2.74% 544 17.57% 792  25.57%
Conventional - w/o Ml 655 165,734,191 3.43% 31 4.73% 13 1.98% 57 8.70% 101 15.42%
Total CalHFA 25673 $  4,837,524,805 100.00% 1,188 4.63% 506 1.97% 2,590 10.09% 4,284 16.69%
Weighted average of conventional loans: 517 3.56% 249 1.72% 1,395 9.61% 2,161 14.89%

10of6
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rCah'fomia Housing Finance Agencu

Reconciled Loan Delinquency Summary
All Active Loans By Loan Servicer
As of December 31, 2010

DELINQUENCY RATIOS - % of Loan Count

Loan % of Loan Loan Loan Totals
Count Balance Balance Count 30-Day Count 60-Day Count 90(+) Day Count %
CALHFA - LOAN SERVICING 9,625 $ 2,222,347,028 45.94% 362 3.76% 127 1.32% 712 7.40% 1,201 12.48%
GUILD MORTGAGE 6,018 1,086,408,938 22.46% 347 5.77% 135  2.24% 607 10.09% 1,089 18.10%
BAC HOME LOANS SERVICING, LP* 2,635 526,886,209 10.89% 145 5.50% 97  3.68% 663 25.16% 905 34.35%
WELLS FARGO HOME MORTGAGE 2,534 305,918,948 6.32% 85 3.35% 37 1.46% 181 7.14% 303 11.96%
EVERHOME MORTGAGE COMPANY 2,191 216,633,844 4.48% 136 6.21% 38 1.73% 74 3.38% 248  11.32%
FIRST MORTGAGE CORP 1,068 219,771,949 4.54% 36 3.37% 37 3.46% 183 17.13% 256 23.97%
GMAC MORTGAGE CORP 970 135,842,920 2.81% 53 5.46% 24 2.47% 79 8.14% 156 16.08%
BANK OF AMERICA, NA 294 50,459,462 1.04% 11 3.74% 7 2.38% 38 12.93% 56 19.05%
WASHINGTON MUTUAL BANK 224 55,435,943 1.15% 6 2.68% 2 0.89% 41 18.30% 49 21.88%
CITIMORTGAGE, INC. 60 13,962,232 0.29% 4 6.67% 2 3.33% 11 18.33% 17  28.33%
DOVENMUEHLE MORTGAGE, INC. 47 1,639,416 0.03% 2 4.26% 0 0.00% 0 0.00% 2 4.26%
WESCOM CREDIT UNION 6 1,905,329 0.04% 1 16.67% 0 0.00% 1 16.67% 2  33.33%
PROVIDENT CREDIT UNION 1 312,588 0.01% 0 0.00% 0 0.00% 0 0.00% 0 0.00%
Total CalHFA 25,673  $ 4,837,524,805  100.00% 1,188  4.63% 506 1.97% 2,590 10.09% 4,284  16.69%

*The BAC Home loan count was decreased by 2,586 FHA loans (including 125 loans that were delinquent as of February 28, 2010) because the Agency requested
Bank of America to pool the whole loans into Ginnie Mae securities. Effectively, these FHA insured whole loans were swapped for Ginnie Mae securities
during March 2010.

Reconciled Loan Delinquency Summary
All Active Loans By County
As of December 31, 2010

DELINQUENCY RATIOS - % of Loan Count

Loan % of Loan Loan Loan Total
Count Balance Balance Count 30-Day Count 60-Day Count 90-Day+ Count %
LOS ANGELES 4,118 $ 874,637,553 18.08% 171 4.15% 93 2.26% 372 9.03% 636 15.44%
SAN DIEGO 2,539 561,363,044 11.60% 102 4.02% a7 1.85% 313 12.33% 462 18.20%
SANTA CLARA 1,769 485,958,047 10.05% 44 2.49% 20 1.13% 102 5.77% 166 9.38%
KERN 1,522 171,156,891 3.54% 97 6.37% 42 2.76% 162 10.64% 301 19.78%
SACRAMENTO 1,360 255,668,225 5.29% 74 5.44% 28 2.06% 175  12.87% 277 20.37%
SAN BERNARDINO 1,325 231,717,674 4.79% 83 6.26% 38 2.87% 240 18.11% 361 27.25%
ORANGE 1,292 300,528,040 6.21% 45 3.48% 10 0.77% 109 8.44% 164  12.69%
RIVERSIDE 1,290 222,424,799 4.60% 82 6.36% 33 2.56% 264  20.47% 379  29.38%
TULARE 1,196 117,673,628 2.43% 89 7.44% 27 2.26% 118 9.87% 234  19.57%
FRESNO 1,196 114,973,658 2.38% 71 5.94% 25 2.09% 73 6.10% 169 14.13%
ALAMEDA 1,110 273,495,554 5.65% 28 2.52% 14 1.26% 67 6.04% 109 9.82%
CONTRA COSTA 915 209,568,272 4.33% 28 3.06% 19 2.08% 105 11.48% 152 16.61%
VENTURA 641 174,351,751 3.60% 20 3.12% 5 0.78% 52 8.11% 77 12.01%
IMPERIAL 544 56,538,494 1.17% 38 6.99% 14 2.57% 42 7.72% 94  17.28%
SONOMA 491 103,426,380 2.14% 13 2.65% 6 1.22% 44 8.96% 63 12.83%
OTHER COUNTIES 4,365 684,042,796 14.14% 203 4.65% 85 1.95% 352 8.06% 640  14.66%
Total CalHFA 25,673 $ 4,837,524,805 100.00% _ 1,188 4.63% 506 1.97% 2,590  10.09% 4,284  16.69%
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CalHFA's FHA Delinquent Loan Trend for 30-90 Day and 120 Day
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CalHFA's Conventional Delinquent Loan Trend for 30-90 Day and 120 Day
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90-day+ delinquent ratios for CalHFA’'s FHA
and weighted average of all conventional loans
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Real Estate Owned

Calendar Year 2011 (As of January 31, 2011)

*Trustee Sales Disposition of REO(s)
Beginning | Reverted Reverted Total Repurchased Market  Repurchased Market Total Ending UPB
Loan Balance |to CalHFA to CalHFA | Trustee by Lender Sale(s) by Lender Sale(s) | Disposition| Balance of REO's
Type # of Loans Jan Sales Jan Jan of REO(s) | # of Loans Owned
FHA/RHS/VA 198 72 72 48 48 2221% 46,477,693
Conventional 1084 146 146 99 99 1,131 240,364,411
Total 1282 218 0 218 48 99 0 0 147 1,353]|$ 286,842,104
Calendar Year 2010
*Trustee Sales Disposition of REO(s)
Beginning Reverted Repurchased Market Ending UPB
Loan Balance to CalHFA by Lender Sale(s) Balance of REO's
Type # of Loans 2010 2010 2010 # of Loans Owned
FHA/RHS/VA 187 816 805 198 1 $ 41,905,865
Conventional 619 1551 1086 1084 226,793,920
Total 806 2367 805 1086 1282 1 $ 268,699,784
Calendar Year 2009
*Trustee Sales| Disposition of REO(s)
Beginning Reverted Repurchased Market Ending UPB
Loan Balance to CalHFA by Lender Sale(s) | Balance of REO's
Type # of Loans| 2009 2009 2009 |#of Loans Owned
FHA/RHS/VA 51 588 452 187 | $ 40,850,369
Conventional 226 929 536 619 150,498,899
Total 277 1517 452 536 806 | $191,349,268

*3rd party trustee sales are not shown in the tables (tltle to these loans were never transferred to CalHFA). There were
eight (8) 3rd party sales in calendar year 2008, eighteen (18) 3rd party sales year 2009, thirty-eight (38) 3rd party sales
year 2010, and there is one (1) sale to date for 2011.
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Uninsured Losses ®for Calendar Years 2008 - 2010

Estimated
Indenture

Losses GAP Losses @

Subordinate
Write-Offs

1st TD Sales (REOs, Short Sales & Foreclosures)
Active REOs
Subordinate Write-Offs

$ (42,503,336) $ (75,966,480)

(14,410,867)

$ (64,655,647)

Total Gain(Loss)/Write-Offs $ (42,503,336) $ (90,377,347)

$ (64,655,647)

(2) Includes both reconciled and estimated unreconciled gains/losses.
(2) Total GAP Claims paid thru January 31, 2011.

2011 Year to Date Composition of 1st Trust Deed Gain/(Loss)
(As of January 31, 2011)

Disposition
Estimated
Repurchased  Market Short Loan Balance Indenture ®Eestimated
Loan Type by Lender Sales Sales at Sales Gain/(Loss) GAP Loss
FHA/RHS/VA 48 $ 10,099,581
Conventional 99 19 30,921,089 | $ (2,051,266)| $ (4,489,013)
48 99 19 $ 41,020670|$ (2,051,266)] $ (4,489,013)

(1) The California Housing Loan Insurance Fund (the MI Fund") provides GAP insurance to meet
HMRB bond indenture requirements that all loans held within that indenture have 50% of the unpaid
principal balance insured by a mortgage insurance policy for the life of the loan. The insurance may
be provided by any combination of government insurance, private mortgage insurance, or a policy
from the MI fund. The Agency has currently agreed, pursuant to an internal interfund agreement, to
indemnify the MI Fund for claims paid for principal losses under the GAP insurance policy, up to a
cumulative maximum amount of $135 million . The indemnification is payable solely from available
funds held in a sub account within the California Housing Finance Fund. The interfund agreement
may be modified or terminated by the Agency at any time.

2011 Year to Date Composition of Subordinate Write-Offs by Loan Type(l)
(As of January 31, 2011)

Active Loans Write-Offs
Dollar Number of % Dollar %

Loan Type Active Loans Amount Write-Offs  (of Portfolio) Amount (of Portfolio)
CHAP/HICAP 10,363 $110,818,761 188 1.81%) $2,076,823 1.87%)
CHDAP/ECTP/HIRAP 19,583 163,135,746 159 0.81% 1,347,233 0.83%
Other @ 272 3,557,266 0 0.00% 0 0.00%

30,218 $277,511,773 347 1.15% $3,424,055 1.23%

(1) Does not include FNMA and CalSTRS subordinates (non-agency loans serviced by in house loan servicing)
(2) Includes HPA, MDP, OHPA, and SSLP.
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State of California

MEMORANDUM

To:

From:

Subject:

Board of Directors Date: March 9, 2011

YN

Bruce D. Gilbertson, Director of Financing
CALIFORNIA HOUSING FINANCE AGENCY

VARIABLE RATE BONDS AND INTEREST RATE SWAPS REPORT

Over a number of years the Agency has integrated the use of variable rate debt as a primary
issuance strategy in providing capital to support its programmatic goals. Most of our interest
rate exposure from variable rate debt is hedged in the swap market.

The following report describes our variable rate bond and interest rate swap positions as well as
the related risks associated with this financing strategy. The report is divided into sections as
follows:

Variable Rate Debt Exposure
Unhedged Variable Rate Debt
Hedged Variable Rate Debt
Basis Risk

Amortization Risk
Termination Risk

Types of Variable Rate Debt
Liquidity Providers



266

Board of Directors March 9, 2011

VARIABLE RATE DEBT EXPOSURE

This report describes the variable rate bonds of CalHFA and is organized programmatically by
indenture as follows: HMRB (Home Mortgage Revenue Bonds--CalHFA'’s largest single family
indenture), MHRB (Multifamily Housing Revenue Bonds I11--CalHFA’s largest multifamily
indenture), HPB (Housing Program Bonds--CalHFA’s multipurpose indenture, used to finance a
variety of loans including the Agency’s downpayment assistance loans) and the Agency’s newest
indentures which were established to take advantage of the federal government’s New Issue
Bond Program: RMRB (Residential Mortgage Revenue Bonds—for single family loans), and
AMHRB (Affordable Multifamily Housing Revenue Bonds—for multifamily loans.) The total
amount of CalHFA variable rate debt is $5.3 billion, 66.9% of our $8.0 billion of total
indebtedness as of March 1, 2011.

VARIABLE RATE DEBT

($ in millions)
Not Swapped
Tied Directly to or Tied to Total
Variable Rate Swapped to  Variable Rate Variable
Assets Fixed Rate Assets Rate Debt
HMRB $0 $1,916 $1,400 $3,316
MHRB 0 528 218 746
HPB 0 0 79 79
RMRB * 980 0 0 980
AMHRB * 216 0 0 216
Total $1,196 $2,444 $1,697 $5,337

* The RMRB and AMHRB bonds are variable rate index bonds during the initial escrow period.
After each public offering (up to six times before the end of 2011), they will be released from
escrow and converted to fixed rate debt. The debt service payment of the bonds during the
escrow period is equal to the interest earned from the money market funds in which the
proceeds are invested.

UNHEDGED VARIABLE RATE DEBT

As shown in the table above, our "net" variable rate exposure is $1.7 billion, 21.3% of our
indebtedness. The net amount of variable rate bonds is the amount that is neither swapped to
fixed rates nor directly backed by complementary variable rate loans or investments. The $1.7
billion of net variable rate exposure ($810 million taxable and $887 million tax-exempt) is offset
by the Agency’s balance sheet and excess swap positions. While our current net exposure is not
tied directly to variable rate assets, we have approximately $865 million (six month average
balance) of other Agency funds invested in the State Treasurer’s investment pool (SMIF) earning
a variable rate of interest. From a risk management perspective, the $865 million is a balance
sheet hedge for the $1.7 billion of net variable rate exposure.

-2-
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The net variable rate exposure is further reduced by two other considerations: 1) as mentioned in
the Amortization Risk section of this report, we have $362.9 million notional amount of interest
rate swaps in excess of the original bonds they were to hedge, and 2) a portion of our unhedged
exposure is tax-exempt debt which resets at the average 2010 ratio of 96% of Libor. These two
considerations serve to reduce the net effective variable rate exposure to the equivalent of $1.3
billion of LIBOR-based debt. As a result, the $865 million of other Agency funds invested in
SMIF effectively hedges approximately 65.8% of our current net variable rate exposure.

In addition, taking unhedged variable rate exposure mitigates the amortization risk without the
added cost of purchasing swap optionality. Our unhedged variable rate bonds are callable on any
date and allow for bond redemption or loan recycling without the cost of par termination rights
or special bond redemption provisions. In addition, taking unhedged variable rate exposure
diversifies our interest rate risks by providing benefits when short-term interest rates rise slower
than the market consensus. In a liability portfolio that is predominately hedged using long-dated
swaps, the unhedged exposure balances the interest rate profile of the Agency’s outstanding

debt.

HEDGED VARIABLE RATE DEBT

Currently, we have a total of 106 “fixed-payer” swaps with thirteen different counterparties for a
combined notional amount of $2.8 billion. All of these fixed-payer swaps are intended to
establish synthetic fixed rate debt by converting our variable rate payment obligations to fixed
rates. The table below provides a summary of our swap notional amounts.

FIXED PAYER INTEREST RATE SWAPS
(notional amounts)

($ in millions)
Tax-Exempt Taxable Totals
HMRB $1,9561 $256 $2,212
MHRB 594 0 594
HPB 0 0 0
TOTALS $2,550 $256 $2,806
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The following table shows the diversification of our fixed payer swaps among the thirteen firms
acting as our swap counterparties.

SWAP COUNTERPARTIES

Notional Amounts

Credit Ratings Swapped Number
as of 3/1/11 of
Swap Counterparty Moody's S&P ($ in millions) Swaps
JPMorgan Chase Bank, N.A. Aal AA- $ 782.2 21
Merrill Lynch Capital Services, Inc. A2 A 602.6 29
Citigroup Financial Products, Inc. A3 A 355.2 10
Gonan St i e S ar
Deutsche Bank AG Aa3 A+ 219.4 11
AIG Financial Products, Corp. Baal A- 208.5 7
Morgan Stanley Capital Services, Inc. A2 A 127.9 2
Bank of America, N.A. Aa3 A+ 76.8 5
Merrill Lynch Derivative Products Aa3 AAA 67.3 7
BNP Paribas Aa2 AA 63.3 2
Bank of New York Mellon Aaa AA 25.0 1
UBS AG Aa3 A+ 23.0 2
Dexia Credit Local New York Agency Al A 10.8 1
$ 2,806.6 106

* Basis Swaps not included in totals

For all of our fixed-payer swaps, we receive floating rate payments from our counterparties in
exchange for a fixed-rate obligation on our part. In today’s market, the net periodic payment
owed under these swap agreements is from us to our counterparties. As an example, on our

February 1, 2011 semiannual debt service payment date we made a total of $57.8 million of net
payments to our counterparties. Conversely, if short-term rates were to rise above the fixed rates
of our swap agreements, then the net payment would run in the opposite direction, and we would
be on the receiving end.
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BAsIS RISK

Almost all of our swaps contain an element of what is referred to as “basis risk” — the risk that
the floating rate component of the swap will not match the floating rate of the underlying bonds.
This risk arises because our swap floating rates are based on indices, which consist of market-
wide averages, while our bond floating rates are specific to our individual bond issues. The only
exception is where our taxable floating rate bonds are index-based, as is the case of the taxable
floaters we have sold to the Federal Home Loan Banks. The chart below is a depiction of the
basis mismatch that we have encountered since 2000 when we entered the swap market.

Basis Mismatch through February 1, 2011
All Tax-Exempt Swaps
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As the chart shows, the relationship between the two floating rates changes as market conditions
change. Some of the conditions that contributed to our extreme basis mismatch in 2009 and early
2010 were the collapse of the auction rate securities market, the impact of bond insurer
downgrades, the funding of bank bonds at higher rates, and SIFMA/LIBOR ratio at historically
high levels over 100% We responded to the market disruption by refunding, converting, or
otherwise modifying many of the under performing auction rate securities and insured VRDOs,
and we eliminated bank bonds by taking advantage of the Temporary Credit and Liquidity
Program offered by the federal government.
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The new Temporary Credit and Liquidity Program from the federal government and the GSEs
has significantly reduced basis mismatch. As part of this process, all bond insurance was
removed from VRDOs and the federal government now provides direct credit support on all
CalHFA VRDOs. This has allowed CalHFA VRDOs to reset with little or no spread to SIFMA.
Since January 2010, our VRDOs have reset at an average of 1 basis point or 0.01% below
SIFMA, whereas in 2009, our VRDOs were resetting at an average of 106 basis points or 1.06%
above SIFMA. In the first ten months under the TCLF, the basis mismatch is only 4 basis points
or 0.04%, as compared to 121 basis points or 1.21% for the ten months preceeding the TCLF.
The reduced basis mismatch has resulted in debt service savings of approximately $26.5 million
in the first ten months. The main risk that exists is that the SIFMA/LIBOR ratio continues to be
high and as market rates rise our basis mismatch may remain higher than expected due to general
market conditions. Over the lifetime of our swaps we have experienced approximately $124
million of additional interest expense due to this basis mismatch.

The floating formulas of Agency swaps are usually indexed to LIBOR or SIFMA. LIBOR is the
London Interbank Offered Rate index which is used to benchmark taxable floating rate debt, and
SIFMA is the Securities Industry and Financial markets Association Index to benchmark tax-
exempt variable rates. When the SIFMA/LIBOR ratio is very high, the swap payment we
receive falls short of our bond payment, and the all-in rate we experience is somewhat higher.
The converse is true when the percentage is low. We continually monitored the SIFMA/LIBOR
relationship and the performance of our swap formulas and made certain adjustments to the
formula. The following table displays the SIFMA/LIBOR ratio for the past eight calendar years.

Average SIFMA/LIBOR Ratio

2004 81.7% 2008 83.7%
2005 72.5% 2009  122.9%
2006 67.6% 2010 96.4%
2007 69.1% 2011 todate  102.1%
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The table below shows the diversification of variable rate formulas used for determining the
payments received from our interest rate swap counterparties.

BASIS FOR VARIABLE RATE PAYMENTS
RECEIVED FROM SWAP COUNTERPARTIES
(notional amounts)

($ in millions)
Tax-Exempt Taxable Totals
% of LIBOR (+ spread) $1,877 $0 $1,877
SIFMA (+ spread) 412 0 412
Stepped % of LIBOR * 240 0 240
3 mo. LIBOR (+ spread)_ 0 154 154
% of SIFMA 20 0 20
1 mo. LIBOR 0 60 60
3 mo. LIBOR 0 24 24
6 mo. LIBOR 0 19 19
TOTALS $2,549 $257 $2,806

! Stepped % of LIBOR — This formula has seven incremental steps where at the low end of the spectrum the

swap counterparty would pay us 85% of LIBOR if rates should fall below 1.25% and at the high end it would
pay 60% of LIBOR if rates are greater than 6.75%.

AMORTIZATION RISK

Our bonds are generally paid down (redeemed or paid at maturity) as our loans are prepaid. Our
interest rate swaps amortize over their lives based on assumptions about the receipt of
prepayments, and the single family transactions which include swapped bonds have generally
been designed to accommodate prepayment rates between two and three times the “normal” rate.
Our interest rate swaps generally have had fixed amortization schedules that can be met under
what we have believed were sufficiently wide ranges of prepayment speeds.
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The table below shows the speed at which the Agency’s single family first mortgage loans have
been prepaying for the past five years.

SEMI-ANUAL PREPAYMENT SPEED
FOR PAST FIVE YEARS

6-mo Period Ending: PSA
Jun-2005 676%
Dec-2005 643%
Jun-2006 320%
Dec-2006 241%
Jun-2007 156%
Dec-2007 81%
Jun-2008 60%
Dec-2008 58%
Jun-2009 89%
Dec-2009 128%
Jun-2010 165%

Of interest is an $362.9 million overswap mismatch between the notional amount of certain of
our swaps and the outstanding amount of the related bonds. This mismatch has occurred for two
reasons: 1) as a result of the interplay between loan prepayments and the “10-year rule” of
federal tax law and 2) the strategic debt management of the Agency to redeem bonds that were
hedged but were associated with troubled or problematic financial partners. While some of our
bonds are “over-swapped”, there are significantly more than enough unswapped variable rate
bonds to compensate for the mismatch. To mitigate our overswapped position, we continually
monitor the termination value of our “excess swap” position looking for opportunities to unwind
these positions when market terminations would be at minimal cost or a positive value to us and
by exercising the par swap options as they become available.

TERMINATION RISK

Termination risk is the risk that, for some reason, our interest rate swaps must be terminated
prior to their scheduled maturity. Our swaps have a market value that is determined based on
current interest rates. When current fixed rates are higher than the fixed rate of the swap, our
swaps have a positive value to us (assuming, as is the case on all of our swaps today, that we are
the payer of the fixed swap rate), and termination would result in a payment from the provider of
the swap (our swap “counterparty”) to us. Conversely, when current fixed rates are lower than
the fixed rate of the swap, our swaps have a negative value to us, and termination would result in
a payment from us to our counterparty.

Our swap documents allow for a number of termination “events,” i.e., circumstances under
which our swaps may be terminated early, or “unwound”. One circumstance that would cause
termination would be a payment default on the part of either counterparty. Another circumstance
would be a sharp drop in either counterparty’s credit ratings and, with it, an inability (or failure)
of the troubled counterparty to post sufficient collateral to offset its credit problem. It should be

-8-
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noted that, if termination is required under the swap documents, the market determines the
amount of the termination payment and who owes it to whom. Depending on the market, it may
be that the party who has caused the termination is owed the termination payment.

The table below shows the required collateral amounts currently posted to swap counterparties.

In the past months, falling interest rates have caused the swaps to have a negative value to the
Agency thereby increasing the amount of collateral being posted to the counterparties.

Swap Collateral Posting

as of 3/3/2011
(% in millions)
BofA /
JPMorgan Merrill Lynch Total
Marked-to-Market 63.6 14.8
Collateral Threshold 50 0
Posting Requirment * 18 14.8 32.8
Agency MBS Posted 17.7 0 17.7
Agency Cash Posted 0.3 155 15.8

* JP - minimum posting is $18M

The Government Accounting Standards Board (GASB) statement No. 53 requires that the market
value of all of our swaps be disclosed in the notes to our financial statements. In addition, this
accounting standard requires that the Agency’s balance sheets and income statements recognize
the market value of certain interest rate swaps that are deemed not to be “effective hedges” using
the measurement tests provided in GASB 53. The Agency has adopted GASB statement No. 53
for financial statements as of June 30, 2010 and for the fiscal year ended June 30, 2010.

Monthly we monitor the termination value of our swap portfolio as it grows and as interest rates
change. The table below shows a quarterly history of the fluctuating negative value of our swap
portfolio for the past year.

TERMINATION VALUE HISTORY

Termination Value

Date ($ in millions)
3/31/10 ($242.9)
6/30/10 * ($329.6)
9/30/10 ($353.7)
12/31/10 ($257.5)

* As reported in the Financial Statements
-0-
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TYPES OF VARIABLE RATE DEBT

The following table shows our variable rate debt sorted by type, i.e., whether auction rate,
indexed rate, or variable rate demand obligations (VRDOs). Auction and indexed rate securities
cannot be "put™ back to us or to a third party by investors; hence they typically bear higher rates
of interest than do "put-able" bonds such as VRDOs.

TYPES OF VARIABLE RATE DEBT

($ in millions)
Variable Total
Auction Indexed Rate Variable

Rate & Similar Rate Demand Rate

Securities Bonds Obligations Debt
HMRB $0 $966 $2,350 $3,316
MHRB 156 0 590 746
HPB 0 0 79 79
RMRB 0 980 0 980
AMHRB 0 216 0 216
Total $156 $2,162 $3,019 $5,337

LI1QUIDITY PROVIDERS

On October 19, 2009, the United States Treasury (Treasury) announced a new initiative for state
and local housing finance agencies (HFAS) to provide a new bond purchase program to support
new lending by HFAs and to provide a temporary credit and liquidity program (TCLP) to
improve access of HFAs to liquidity for outstanding HFA bonds. On December 23, 2009, the
Agency closed eight TCLP transactions with Treasury to replace the liquidity for $3.5 billion of
variable rate bonds. The new liquidity became effective in January 2010 on the mandatory tender
dates of the bonds and will expire on December 23, 2012.

The table below shows the government-sponsored enterprises (GSE) which are providing
liquidity in the form of standby bond purchase agreements for our VRDOs.

LIQUIDITY PROVIDERS

As of 3/1/2011
($ in millions)
Financial Institution $ Amount of Bonds
Freddie Mac $1,509.5
Fannie Mae 1,509.5
Total $3,019.0

-10 -
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	HOTEL PARKING:  Cash @ $10.00 per car, per entry, pay at gate with no in and out privileges.  
	FUTURE MEETING DATES:  Next CalHFA Board of Directors Meeting will be May 19, 2011, at the Holiday Inn Capitol Plaza, Sacramento, California. 
	   





