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State of California

M D U M

CHFA Board of Directors

From: CALIFORNIA AGENCY

Subject: HELP Program Report

In the CHFA Plan, Board approved an innovative financingprogram
that was designed provide affordable housing through program
with local government entities, HELP (HousingEnabled by Partnerships) is a $20
million dollar a year, five year, experiment to provide a loan-to-
locality format that provides 3%simple interest funds for up to years for local
government designed and operatedprograms that are by locality affordable
housing priorities.

The half of last fiscal year was spent on program developmentto include focus group

was mailed to local on January 12, We received eight applications
nearly $14 million against available $10million. our evaluationof

proposals and discussionswith the we able to all applicantswith
some less requested t o program proposal.

with about a dozen locality representatives. The request for program proposals

round of was April 14, We fifteen
slightly against $10 million

availability. Eleven all of them receiving less
their program

Attached of the FY and a brief description of
program objective, parametersand considerationsfor local program
design.



and
participantsfor their execution and
second round participantst o

have t o the Program
1003

program staff are working with the
their agreements.

release.
for FY availability of $10 million is planned for



FISCAL YEAR ROUNDS 1 2 1004

AllocationII

City of

Authority of the C i
of Luis

City of Jose

City of California City
Redevelopment Agency 

PasadenaCommunity
Commission

City of 

I

City of 

edevelopmentAgency of the
City and County of

Francisco

I

City of Long Beach 

Anaheim HousingAuthority I ,1

County and

Housing County of

Community Development

of
households be

900h e of for tow
(1% to permanent for h o m e b u y m

Subordinate for low-income for acquisition 40
and of single homes

Bridge financing for of troubled
t o

250

Redevelopment for 2 developments

Acquisition of sites, of which bedemolished and replaced
with affordable multifamily rental and ownership units

30

137

development loans for second phase of 43
affordable rental unit development

Rehabilitation loans for of affordable multifamily housing 

loan program by the City’s 160
authority

Multifarmly rehabilitation loan for specific revitalization areas 500

60

Short-term bridge, prcdevelopment and constructionfinancing for new
multifamily housing 

500

Multifarmly acquisition and rehabilitation loan for specific 78

Multifarmly rehabilitation loan program for 4-8 unit in 200
revitalization areas

Revolving loan for of affordable 250
transitional housing on the station

Multifarmly 76
permanent fmancing 

affordabk in downtown area

family program and 340
program
for 11

25

12

loan program for time home buyers

Rehabilitation new program for time
home



HELP PROGRAMCOMMITMENTS
YEAR ROUNDS 1 2

programare counted in categories



'HELPProgram
(Housing Enabled by

1006

To provide affordable housing through program with local
entities with affordablehousing priorities. .

Program Parameters

HELP Program funds must used provide affordable
units be affordable, with 'affordable" the

of the housing priorities of the HELP fundsmay
not be used for assistance or

Local Government Local as cities, counties,
authorities, redevelopment development commissions,

can include of State, and program funds,
such as land waivers, and local agency

have a involvementwith program. Local government involvement

Affordable Housing KELP for use by local government
entities for as locality.

government must how the local was establishedand
approved. Commonly, in Elements, Consolidated

Providing that the local entity program directly provides affordablehousing
and addresses an affordablehousing single family, ownership and
rental housing rehabilitation,
predevelopment, code

all examples of activities, as

. Repayment. are available a as a
per with repayment

to use a loan-blender
which the local to CHFA

CHFA for up years. The loan 3 simple
in full later than years of

HELP primarily

for it's stated format require that the local government
provide or a project-by-

project approach the local and CHFA of
project

development and for of a loan
retire CHFA loan.

of m the..



.

General for Program

Proposal for participationm the
are limited no more than Applicantswill also be

limited approved n year (July-June).

given that readily
agency with of and

local financial capacity, local programs
implementationplan, and analyses, sources m

proceed), 2) in the just the
amount, that of

program 3) design community
building, management or personal or support 

and

To to have
housing conform with of Article 10.6 (commencingwith

3 of Division 1of T of the Government Code.
provide evidence of complianceby a of from the
65580) of

of or may

Federal, State, and Local . State or local government
may apply. may include State Wages;
Federal, or local verificationprocedures and eligibility; and

Rural Area Goal. A
area proposals.

of 20% of HELP funds is available for

\



OFFICEOF THEGOVERNOR

August 999

GOVERNORDAVISANNOUNCES $20 MILLION
NEW STATE LOCAL HOUSING PARTNERSHIP

AWARDS

SACRAMENTO-GovernorGray Davis today announcedthat the first of a
million program in low-interest loans will awarded agenciesby the CaliforniaHousing
Finance Agency (CHFA).These findswill be to help finance a broad of single and

projects. approvedloansrange to $2 million, depending on the

"Increasingthe supply of affordablehousing isa critical component of sustaining ahealthy economy,"
said next to add jobsand more
than six people, outpacing of the nation in incomeand population growth.A
number of studiesshowthat throughout the State,Californians forced to spend a higher
percentage of their income onhousing.We must be creative in ourefforts to state and local
partnershipsto ensurethat safe, decent housing is availablefor our working families."

e and scope of each project, and expected assistmore than 3,600 households.

Recipientsof finding includethe citiesof SantaAna, Long Beach,
Jose, and the Pasadena Community Development Commission;
the Sacramento Housing andRedevelopmentAgency; AlamedaCountyHousing and
Development Authoritiesof Citiesof San and Anaheim, and

County;andthe RedevelopmentAgencies of B Park, City, Lindsay,the City and
County of Francisco, Sacramento.

These loans will be fundedthrough competitiveprogram calledHELP
(Housing Enabledby Local available all citiesandcountiesthroughout the HELP

as a with a interest loan to qualified 
government agencies. agencies, in turn,become the directly making for

projects that address a community's affordable need,

"TheHELP program challenges local to determine theirhousing prioritiesand finding



capacity and to then design astrategy for addressing those continuedGovernorDavis. "These
loansprovidelocal agenciesflexibility designing aprogram that wiI I meet the needs of their specific
communityand asource of fundsthat can combinedwith otherlocal, state and federal fundsto
maximize leveraging 

PleaseSeeAttached List of LoanRecipients

# # #

GRAYDAVIS SACRAMENTO, 95814 (916)445-2841



State of California

M E M D U M

Board of Directors Date: August 6,

R. Director of Financing 
HOUSING AGENCY

Subject: OF SINGLEFAMILYBOND SALE

On July 29, Agency delivered single family bonds priced by
Agency and State Treasurer on July issue had two purposes, as follows:

Lendable proceeds of approximately $100million Series
over

These bonds consist of as shown in the table below. 1 and
D-2 are a combination of replacement of prior bonds new private activity
bond allocationreceived CDLAC in June. A portion of the D-2 bonds was issued as 
capital appreciationbonds knownas bonds. A similar
structurewas used in last two deals. Since mortgage interest payments will not be
needed to pay the interest on the
interest receipts can be used to help retire the taxable component. As a consequence,
the taxables, comprising of
lower overall of for the compositetransaction.

D will be used to fund
home loans our lenders are originating at interest rates ranging

a larger portion of the total mortgage

Series D, can be more quickly and result in a

This issue is our seventh utilizing a structure where thebonds are divided into four classes or
each with separate credit ratings,as shown in the second table. Of the $100million

of bonds issued for new loans, $85million is naturally
Standard

by Moody's and
because its senior

The of SeriesE bonds was as a one-year callable note. note
consists of
from $189.9 received from CDLAC June) and $93

older CHFA bondsbeing on August 1. Over the next
six to eight months we will use to convert of the note into
long-term tax-exempt In themeantime, theproceeds of will remain invested
at an interest rate of 5.51 in valuable investment earnings. We expect to be able 
to retain approximately$3 million of these anticipatednet earnings plan to use them 

$158million of new private allocation
of replacement

primarily to fund additional loans.



Board of Directors - 2 -

SeriesF is a taxable convertible option included at the request of California
of Veterans Affairs. This similar the we did m

another $6.6 million of tax-exempt authorityuntil it is
issue. They will reimburse us for our costs associated this series.

for them and
by their next bond 

series status
Non-AMT

40,488,074 1 A M T

SeriesD-3 6.88% 8/1/17 Taxable
Series E 25 8/1/00 A M T

1999Series F 1 Taxable

TOTAL $358,158,074

by CHFA general obligation 



Stateof California

M E M O R A N D U M

of Directors

Ken Carlson, Director of Financing

Update on VariableRate Bonds 

Earlier thismonth completedour semiannual process as well aspaid
bonds scheduled to of these standard processes our
variable rate debt (supporting fixed loan assets)by This leaves CHFA with a
total of $384.1million of variable debt outstandmg that supports fixed rate loans. This
representsapproximately6.5%of our indebtedness. As expected,most of this reduction ($18.6
million)was in the formof taxable variable rate bonds sold for economic Since
these bonds are associatedwith older, interest loans,they were anticipatedto prepay
at a rate, thus creating a averagelife” (and thereforeless interestrate risk) compared 
to debt soldto new loans. As seen in the attachedtable, 65%of ourremaining variable rate 
debt is in this “shorter average life” category. 

previously we are with our swapadvisorand investmentbankers to
analyze the extent of our existing internalhedges and
desirable of external alternatives.

the size and most

Most of ourvariable debt interestrates eachweek. Current interest on our
taxable variable rate debt range 5.05% to Ourtax-exempt variables currently range

to

Continuing our strategyof using variable rate debt for economic
approximately

as of ourNovember single family on.

we anticipate
t o of tax-exempt variable bonds in conjunctionwith an
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Taxable

ShortAverage Life $127.7 million $141.8 million

LongAverage Life $13.6 million $120.0 million

Comparisonof CHFA

Totals

million

$133.6 million

Variable RateDebt
(before and after recent redemption and debt service payment processes) 

Short Average

LongAverage Life

Totals

CHFAVARIABLE RATEDEBT
Prior to Redemptionsand Payment of Debt Service

Taxable Totals

$127.7 million $122.8 million $250.5 million

$13.6 million $120.0 million $133.6 million

$141.3 $242.8 million

CHFAVARIABLE RATEDEBT
As of 8/02/99 After Redemptionsand Paymentof DebtService

'Excluding bonds soldto fund variable rate loans



State of California

M E M O R A N D U M

To: Board of Directors Date: August 25, 1999

Ken Carlson, Director of
From: CALIFORNIAHOUSING AGENCY

Subject: ANNUAL INVESTMENT REPORT

As you may recall, at the 1995meeting, the Board adopted an Investment Policy and
asked me to return periodically with investment report. Attached for your information is
the June 30, year. This, the fifth such annual
investment report, shows that CHFA moneys invested conservatively and in accordance
with the Board-approved Investment Policy.

investment report for the 1998-99
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HOUSINGFINANCEAGENCY

June 30,

of June 30,
$1.7 billion (24%) of investments (not mortgages). For fiscal year,

total revenues were million, of which $92 million (17%)
investment interest income.

CHFA (including had $7.1 billion of assets, of which more

The following table shows what typesof investmentswe hold for different categoriesof
funds. Note that (as for the previous fiscal years) investment agreements are our most
prevalent type of investment and are used exclusively for our bond As before, our
next most prevalent investment is State’s investment pool.

Investment agreements

State investment pool

Securities

Money market and
Bank deposits

Totals

$1,123.0

223.6

79.7

85.0

$1,511.3

NON-BOND
MONEYS

178.7

6.8

6.0

TOTAL

402.3

86.5

91.0

$1,702.8

AS stated in Investment Policy, we invest bondmoneys in investment
agreements. Such give us a high level of of principal, a fixed rate of

to match fixed of curdebt, and complete liquidity that we use
like and make deposits and withdrawals on notice.



Page 2Board of Directors

The following table shows
agreements.

types of bond moneys that are deposited into investment

AGREEMENT
(Millionsof

Single Family $249.5 $52.9 $130.0 $475.8 $908.2

ti y 161.8 37.4

Totals $411.3 $52.9 $145.5 $513.2 $1,122.9

The first two attachments show information about our $1.12 billion of deposits with financial
with investment agreements. Note the high credit ratings of the

institutionsand the potential for collateralto be posted if these credit ratings were to fall
below a threshold level.

As shownby the table on previous page, we have million invested with the State 
Treasurer in the State investmentpool, which, over time, bas given us security, a fair return
(5.134% as of June complete liquidity, and tive simplicity. I.

As stated in Investment Policy, we mvestmost
amount, however, fluctuates greatly each on what amount of loans was

warehoused. June 30 loans totalling million were warehoused, and
this amount was investmentpool early in July as loans were
transferred to bondissues.

in the pool. The

We also invest a significant amount of bond in the pool, Housing
forthe 8 projects, servicing impound

account moneys and mortgage revenue for some of the older transactions. 



Board Directors
Investment

8
Page 3

The attachment displays about 5 million value) of
securitieswe hold. long-term were for reserve and

with maturities matchingthoseof bonds. that, because of
today's relatively lower rates, the market value of is more than$3.4 million
greater value.

This investment category $23.6 of recently-acquired Mae and
securitiesbacked by our own single family loans. exchanging CHFA loans for

mortgage-backedSecuritieson ongoing basis, we anticipatebeing able to fund an
additional million of loans each year. resulting are eligible investments
for reserve accounts that are under single family bond indentures.

The commercial paper purchased by our outside trustee ,S Bank Trust, National
Association) for investment of certain escrow and program account moneys.

1

Our outside trustee sweepsovernight deposits into a treasury money market
which paying 4.17% as of June 30. The amount invested in money market is larger
thanusual primarily because of the overnight deposit of moneys for July I redemptions.
In addition, t his category includes loan servicing revenues held in bank deposit accounts.

Attachments



CALIFORNIA HOUSING FINANCE AGENCY

FUNDS INVESTED IN INVESTMENTAGREEMENTS

TOTALS BY FINANCIAL INSTITUTION RATINGS 

Moody's
Ratings

Amount
Invested

Percent of
Total
Invested

Aaa

A a l

Aa2

Aa3

TOTAL

Ratings

TOTAL

$422,521,068

41 73,259

19,966,662

639,337,087

37

3

1.78%

56.93%

$834,679,233

106,615,291

9,062,236

172,641,316

100%

74.33%

9.49%

0.81

15.37%

$1,122,998,076 100100%
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State of California

M E M O R A N D U M

California Agency

1022

Date: 24 August

Richardson, Legislation
From: CALIFORNIA AGENCY

Subject: STATELEGISLATIVEREPORT

It's been a relatively mild in Sacramento,but as the State Fair and the
Legislature for their weeks of session, things start up. of issues
left to deal with, little time left to them. As the Governorhead's what us "leg
oh-so-affectionately call "the crunch," believe he have more than bills to act
upn . the Governor currently has 12 days to act on each bill before action on
his part in a automaticallybecoming law), any bill in his on September
1 falls a different category, and his time is extendedby 30 days. An to
keep in mind if you are awaiting action and counting days.

AB would increaseby $2.2 billion (to $8.95 billion) the limit on the
amount of debt CHFA may have outstanding. STATUS: Assembly

and Community Development Committee 4/99 (9-2); passed Assembly
Appropriations 4/28/99 passed Assembly Floor 3/99 (56-13);
passed Senate and Development Committee6/21/99 passed
Senate Appropriations (8-4); passed the Senate Floor 9/99
currently pending Governor's

AB 398 create the Housing and Homeless Bond Act of including
million for various programs by HCD, and million for the

Home by CHFA, STATUS: Passed
Assembly Committee on Housing and Community Development 4/99 passed
Assembly Appropriations 5/28 passed Assembly Floor 6/21 pending
before the Senate Housing and Community Development Committee. (NOTE:Of all the



State Legislative 
August 24,
Page 2 1023

bond bills heard on the Floor that day, this was clearly the most contentious.
Recognizing that a vote was not attainableat this time, the author included language 
to make this a majority vote bill. new language specifically states that 

any other provision of bill, no canbe created, no bonds sold,
no appropriations made, no portion submitted to the voters, and no debt or liability
created. this language, the bill was able to advance as a while
discussionscontinue.)

SB 510 a spot bill stating Legislature's intent to enact a Housing
Bond Act. author is currently having to split bonds over
four election cycles (November7, November 5, November 2, and
November 7, at $245 million each. total amount of the four bond
acts, if approvedby thevoters, would be $980 million. (Note: to AB 398
above, in order to make thebill a majority vote vehicle secure its passage the
SenateFloor, on July 12, language added that declared that the w e n t provisions of
the bill "shall not become operativeand are for display purposes only, unless this
provision is deleted or repealed. This allowed the bill to be taken up and passed off the
Senate Floor by a majority vote.) While the distributionof is still being discussed,
the initial break down contained in the bill is as follows:

$65 million for homebuyers programs, with 20%

$35 million for rental housing (HCD)
$12.5 million for welfare to work housing (HCD)
$50 million for senior and disabled housing (HCD)
$5 million for self-help (HCD)
$50 million for code enforcement of single and housing

$25 million for housing programs (HCD) 

for public safety

STATUS: SenateHousing and Community Development Committee 9/99
2); passed Appropriations passed Senate Floor 5/99 (22-7);

before the Assembly Housing and Community Development Committee.

m.
AB authorizationfor the Credit

STATUS: Assembly Revenue Taxation Committee 4/5/99 passed
Assembly Housing and Development Committee 4/99 (1 passed
Assembly Appropriations 5/26/99 passed Assembly Floor 5/27/99
passed SenateHousing and Community Development Committee 2/99
currently pending on Senate Appropriations SuspenseFile.

to allocateup to $50 million in low income housing credits.



State Legislative Report
August 24,
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AB 499 by the California Association of Homes and Servicesfor
the Aging would Departmentof Health Services to develop a 
demonstration project to test theefficacy of providing an assisted living benefit to low-
income beneficiariesunder Medi-Cal program. STATUS: passed Assembly Health

3/23/99 currently pending on Assembly Appropriations Suspense File
(2-year bill).

AB
buildings the designationof incentive zones by the Trade 

and Agency and designation of qualified by affected local
agency. in the bill include tax relief and income tax
credits for qualified buildings. STATUS: Passed Assembly Committee on
Protection, Governmental Efficiency and Economic Development 4/6/99 passed
Assembly Appropriations Committee 5/26/99 (1 passed Assembly Floor 6/3/99

0); passed Senate Revenue and Taxation Committee 7/12/99 currently pending
before Senate Appropriations Committee.

would create the InitiativesAct to reuse of

passed SenateHousing and Community Development Committee6/21/99

AB 869 would create Community Reinvestment Act establishing a 
continuing and obligationfor to make economically targeted
investments in low income and low income communities. STATUS: Passed 
Assembly Committee4/14/99 (7-5); passed Assembly Appropriations
Committee6/2/99 (12-3); pending on the Assembly Floor Inactive File (2-year bill).

AB 942 Previously a spot bill dealing with the importance of all levels of
government and the private sector cooperating to ensure an adequate supply of housing
is availableto meet the needs of all Californians,recent amendments change focus and
now require local enforcement agenciesto post copies of repair in a
conspicuousplace on property, and would further the notice to the
issuing agency, include informationrelated to any related public hearing or proceeding,
and state that the lessee retaliate against the lessor. STATUS: Passed 
Assembly Housing and Development Committee 5/12/99 passed
Assembly Appropriations Committee 5/26/99 (consent); passedAssembly Floor 6/4/99

and Development 7/12/99
passed Appropriations 8/16/99 consent); pending on SenateFloor.

passed Senate

Committee and the state ceiling on private activity bonds. STATUS:
Pending committee (2-year bill).

a spot bill with the California Debt Limitation

AB 13% would establishes criteria for HCD to consider when making
loans Housing Rehabilitation to assisting help preserve
affordabilityof multifamily housing units previously subsidized by the federal
government. STATUS: Passed Assembly Committeeon Housing and



StateLegislative
August 24,
Page 4

Development4/14/99 passed Assembly 4/28/99 passed
Assembly Floor 5/24/99 passed SenateHousing and Development
Wtke6/21/99 pending before SenateAppropriations

73 (Murray) would require state to establisha minimum participation
goal of less than for small business enterpriseswith t o for

professional servicesand other in general. STATUS:
Senate OrganizationWtke3/23/99 passed Senate

4/21/99 passed Committee5/28/99 (8-
5) passed SenateFloor Senate GovernmentWtke7/8/99

before senateAppropriations

SB amends the Ellis Act regarding the withdrawal of 
housing units from market.
4/7/99 passed SenateAppropriationsWtke7/29/99 passed
SenateFloor 5/6/99 (21-13); passed Assembly Government 7/12/99 (6-3);

pending before SenateAppropriations Committee. 

SenateHousing and Development

SB 1121 by HCD, streamlinesexisting multifamily categorical
programs into a single, program. STATUS: Passed SenateCommittee on
Housing and Development 4/19/99 passed Floor 5/6/99 (23-
6); passed Assembly and Development 7/12/99 (6-2); currently
pending before Appropriations.
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E M O R A N D U M

CHFA Board of Directors Date: September 7,

,Director of Programs
AGENCY

Subject: PreservationStatus Report

The purpose of this memo is to update preservationprogram and initiative
provided to the Board during the past few months and to include the results of numerous
staff and meetings regardmg the current state of the preservation market. 

The CHFA Business Plan recogmzes two of "preservation". For general program
purposes, we have defined preservation as co-option of any existing housing for
affordability" whch would include the of a current market rate project to
affordable use. the broad we recogmze "at-risk"preservation as the 
potential loss of any currently affordablehousing.

BACKGROUND:

The current attention and interest in affordablehousing preservation is not new. In the 
the state legislature generated some 30 bills in response to a similar housing

preservation problem but stepped back the issue when implemented the federal
Emergency Low Income Protection Act and the Low Income Housing 
Preservationand Resident Act for projects at
risk. These federal initiatives terminated approximately two years ago. California has some

an years of affordability.
subject to or Plans of Action whch were designed to assure 

In the meantime, the project based Section 8 subsidy contracts covering approximately
units in were their 20 year expiration period. Attached is the

latest report from the California Housing Corporationregardmg Prepayments
or Completed in California. In parting report to the Legislature's Preservation 
Group, Rumpf reported that nearly units are opting out of the Section 8

program and he projected that the number double the next five years.



Over the past two Board meetings, has been presented regarding a number of

problem to include: 
program activitiesand initiativesunderway recognizing the current at-risk preservation 

Affordabilitv Act (alsoknown
as Mark-to-Market) - Federal law passed in October designedto restructure the
financial structure of projects with Section 8 contractsthat exceed market rents.

To Notive H-99-15) allows projects to receive an
in Section 8 project-based rents if the projects are:

a) owned by a for-profit entity,
b) eligible to opt out,
c) rent comparable study showsthat surrounding market rents are higher than
the contract rents and higher than of the Fair Market Rent (FMR).
Requires owners to agree to 5 years of contract renewals, subject to
appropriations.

.-- T e c h
by the Low Income Housing Fund (UHF)provides grantsup to for resident
capacity-buildingand predevelopment finds for potential acquisitions of properties
with Section 8 rents above 100%of FMR.

e (ITAG) finded by and administered

(OTAG) - has selected California
organizations (Coalitionfor Economic Survival, California Coalition for Rural
Housing Project, and Housing Rights Commissionof San Francisco)to
tenant outreach and training in Mark-to-Marketeligible projects. 

STATEINITIATIVES:

- California Department of Housing and Community
Development (HCD) issued a NOFA March 30, 1999, reserving up to $6 million

the state HOME allocationfor acquisition, rehabilitation and other costs. 
Projectsmust be in areas not receiving a direct HOME allocation.

The budget signed by the,

predevelopment loans and technical assistance for
at-risk and $6 million for a broad-purpose program. HCD
issued a NOFA August offering of the $2.5 million for
preservationand acquisitionloans under PredevelopmentLoan Program

These loans would be for predevelopment purposes for up to years at
a 3 interest rate for local governmental agencies, nonprofit corporationsand limited
partnershipswhere all of the general partners are nonprofit mutual or public benefit
corporations. HCD has also issued a NOFA offering for technical



assistance and tenant educationpurposes.

California Debt Limit Allocation Committee (CDLAC) - has preservation
ofat-risk housing as one of the priority allocation factors. In March 1999, allocated 

assisted housing. 
tax-exempt bond authority to acquisitions involving approximately units of

California Tax Credit - the QualifiedAllocation
has included a for at-risk

California Notice Reauirement - SB modlfied the state 
requirements for notices to cities and tenants regardmg 
prepayments and the state’s right of

of Section8 or
law.

California Finance (CHFA) - $20 first mortgage loan 
program at 5% ,30 years, fixed rate for qualified non-profit borrowers
rehabbing at-risk projects. The Agency also budgeted $15 million for transition
support purposes. 

There has been considerable uncertainty and the past two years regardmg the 
extent of the preservation problem and what should be done. The majority of the at-risk
units are in HUD’s portfolio whch accounts for subsidlesto California projects 
estimated in excess of $500 million. The initial federal response was the Mark-to-Market
program but it quickly became clear that only a small percentage of HUD’s California
portfolio would be affected as most of the Section 8 contracts in the state were at or below
current market rates.

Last year we attempted to provide a taxable mortgage for preservation financing purposes but 
the marketplace was uninterested. At the time the buyer-seller activity was focused on
projects in markets that had appreciated beyond HUD’s fair market rents. From last year’s 
focus group meetings we learned that many owners were still their options to
include waiting on any decisionthat might offer inducements to remain in the Section 8
program.

This past year, respond to the opt-out issue with the Mark-Up to Market Program
whch, although in and applicability,represented a major policy shift towards
the preservationof their portfolio. 

In response to addltional input from our clients early this year, we narrowed our loan focus
for this year’s Business Plan offering a 501 long term, rate first mortgage at 5
for qualifiednon-profit borrowers. The objectivewas to provide a financing that
not require the of the Private Activity Bond resource and could also lower debt 
servicecosts something equivalentto a 4% tax credit transaction. 



Following the Board's preservation workshop meeting in July, staff conducted a series of
with clients and industry experts regardmg the current status of the preservation 

market, the applicability of our current loan programs and solicited input regardmg any
addltional support we might provide.

the preservation it was noted that in addltion to the HUD Section 8
inventory, there are approximately27 below-market local bond financed units with more
thanhalf expiring by next year. The question was raised whether interest rate local
agency done in the mid-to-late 80's may still be outstandmg and in need of

Accordmg to the industry experts the market-share leaders both in local 
agency bond underwriting and financial consulting,virtually all of these
interest rate transactionshave already been to these private sector
sources, the industry has already sought out these projects and provided its servicesto the
borrowers.

We also conducted interviews with more than a half dozen Southern California affordable
housing developersas well a focus group meeting with a dozen Northern California
profit At the focus group meeting, a local government housing representative
noted that community had made efforts to intervene with the expiring local bond financed
projects to extend their affordability and was told by owners.. ."We're counting the minutes 

the regulatory agreements

The following are the of our with sponsorsregardmg the current state 
of the market:

* Although there is interest by non profits in acquiring at-risk projects on a case by
case basis, they find it extremely difficult to pursue the acquisitionof at-risk projects 
because real estate transactions are currently all cash in days. They say it takes
at least a year to put together the necessary layers of financing to support the 
purchase and rehab of a project. One non profit representative stated that he only has

much time and resource and that it makes more sense for them to put it into a
known end result such as new construction expend the time and energy for deals
that won't work.

The non profits also report that conventional lenders are more cautious about
financing acquisitions transactionsto 80% and requiring acceptable
take-out financing plans.

* general availability of locality money is either reduced or non existent.
set-asides funds have been substantially utilized and the availability is

now less thanhalf of the levels of the past few years.
* Although opt outs are continuing particularly in escalating rental markets, there are
a number of owners still on to properties as they are uncertain as to the tax
impacts and they see Section 8 subsidlescontinuing possibly approximating street



rents.
* Although rents and market values for rental housing are increasing in many
California markets, there are some signs of slow down and even softening. The
consensus of the sponsors is that market rents generally continue up for the next
couple of years.
* There is some tenant in the Southern California markets 
where tenants losing their project based support in markets with rents are
forced to leave the area and projects accepting vouchers. The problem is not as 
wide spread as in Northern California but it is growing. With the large of
low-income tenants into Southern California,the sponsors believe it will be an
increasing problem. 
* Although there is some interest in the long term financing structure,non
profit agree that they suffer from a lack of acquisition financing. The

credit structure is preferred for permanent financing as tax credits provide a
source of rehab but sellers are not to wait for the time it takes to put
the permanent financing pieces together.

The sponsors and developersgenerally agreed that there is a preservationproblem
particularly in the very hgh cost areas but there is no single solution. In fact, it is their
view that HUD’s of support for its portfolio has taken some pressure off the opt
out problem as owners re-evaluate their circumstances. They also believe that there
continue to be acquisition opportunities on a selective basis, however marginal projects with
substantial rehab needs probably not work. And the single most requested addltional 
tool is a source of acquisition for 60 day acquisitions.
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Federally-Assisted Multifamily Housing 
Prepayments Initiated or Completed

State of California 1032

Butte

Del Norte
El
Glenn
Imperial

Angeles
Merced
Monterey
Orange
Placer

Sacramento
Bernadmo

San
San

SantaClara
Santa
Shasta

Tulare

TOTALUNITS

299

31

2,979
46
62

241
170

1,076
80

78

106
82
60

10

250
3,707

50
17

716
184
483
964
432

66
280

28
363
225

64 48 
211
95

5,298 11,586

939
106
82
60

10
31

310
6,686

96
79

716
184
724

1,134
516

146
280

78

28
363
225
112
21 1
95

Note: The Out Complete total includes 1,203 units acquired by purchasersthat
are subject to taxcredit tax-exemptbond regulatory restrictions.

CaliforniaHousing August

This data is b a d informationcompiledby field offices. It is quite likely figures above understate the number of
uniu prepaid and convened use. These figureswill updated quarterly.

5



1033


