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on the following projects: (Linn Warren) 
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Resolution 00-20.. .................................................................................... .928 
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Resolution 00-22.. .................................................................................... .962 
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P R O C E E D I N G S  

m S D A Y ,  HA Y 11, 2000 BURBANK. CALIFORNIA 9:35 AIMt 

CHAIRMAN WALLACE: We'll call the meeting to order, 

if you please. Secretary, call the roll. 

IkQudau 
MS. OJIMA: Ms. Peterson for Mr. Angelides? 

MS. PETERSON: Here. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Here. 

MS. OJIMA: Ms. Contreras-Sweet? 

(No response). 

MS. OJIMA: Mr. Czuker? 

(No response). 

MS. OJIMA: Ms. Easton? 

MS. EASTON: Here. 

MS. OJIMA: Ms. Hawkins? 

MS. HAWKINS: Here. 

MS. OJIMA: Mr. Hobbs? 

(No response). 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Here. 

MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Here. 

MS. OJIMA: Mr. Wallace? 

CHAIRMAN WALLACE: Here. 

5 
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MS. OJIMA: Mr. Gage? 

(No response). 

MS. OJIMA: Mr. Nissen? 

(No response). 

MS. OJIMA: Ms. Parker? 

MS. PARKER: Here. 

MS. OJIMA: We have a quorum. 

CHAIRMAN WALLACE: Good, we have a quorum, we' re 

official . 
;kPPROVAL OF TRE MINUTES OF TBE W C H  9. 2000 ME ETING 

CHAIRMAN WALLACE: Item 2 on the agenda is the 

approval of the minutes of the March 9, 2000 Board of 

Directors meeting. 

MS. HAWKINS: I move that we approve the minutes. 

MR. MOZILO: I second. 

CHAIRMAN WALLACE: Move by Hawkins, second by 

Mozilo. I have just a --  In order to prove I skimmed the 
minutes. On page 743 I had mentioned on line 16, Sonni 

McPeak. And just to get the spelling correct, it's S-0-N-N-I 

and McPeak is M-C capital P-E-A-K. And that occurred again 

on page 746 as it relates to the last name, McPeak. 

(Mr. Edward Czuker entered the 

meeting room. ) 

MS. OJIMA: P-E-A-K? 

CHAIRMAN WALLACE: P-E-A-X. Sorry, I should have 

6 
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taken care of that at the time. Good morning, Ed. 

MR. CZUKER: Good morning. 

CHAIRMAN WALLACE: Any further corrections, 

additions, deletions, questions on the minutes? Hearing 

none, we have a motion, secretary, call the roll. 

MS. OJIMA: Thank you. Ms. Peterson? 

MS. PETERSON: Aye. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Aye. 

MS. OJIMA: Mr. Czuker? 

MR. CZUKER: Aye. 

MS. OJIMA: Ms. Easton? 

MS. EASTON: Aye. 

MS. OJIMA: Ms. Hawkins? 

MS. HAWKINS: Aye. 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Aye. 

MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Aye. 

MS. OJIMA: Mr. Wallace? 

MR. WALLACE: Aye. 

MS. OJIMA: The minutes have been approved. 

CHAIRMAN WALLACE: The minutes have been approved. 

IRMAN/EXECUTIVE DIRECTOR COMMENTS 

So we will move on to Item 3, Chairman and 

3 
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Executive Director comments. 

new Board Member, Steve Nissen, but 1’11 wait until - -  I 
don’t see him there. Am I right? 

I was going to introduce our 

MS. BORNSTEIN: You’re right. 

CHAIRMAN WALLACE: Okay. So we’ll hold off on 

that. We know he‘s here somewhere. Beyond that, Terri, you 

had an update item or two. 

MS. PARKER: Just a couple things, Mr. Chairman. I 

asked JoJo to pass out for all of you a copy of the most 

recent letter that the Governor has sent to the President in 

support of legislation on the bond cap and tax credits. 

Since our March meeting I have been back in Washington twice. 

Jeanne and I were both back and did sort of a tag team 

lobbying effort to revisit the key members of the 

congressional delegation to reinforce the importance of 

getting the bond cap and tax credit legislation done this 

year. 

opportunity to sort of introduce Governor Gray Davis‘ 

housing team to the congressional delegation, and again 

stressing the importance of bond cap and tax credit. 

I 

And Julie and I were back with Pat, using the 

From what we have heard as late as this last 

weekend at the NCSHA meeting in Pittsburgh, which were the 

primary sponsors of the tax credit and bond cap increased 

Legislation, there n possibly three vehicles that might be 

successful sourcesfor these measures to be adopted and signed 
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by the President. 

the House that the Senate also has to deal with. 

One is the minimum wage bill that is in 

The second is a community renewal piece of 

legislation that the President is looking at putting his new 

markets proposal. 

includes the tax increase, and what we have understood is 

that the White House would not be opposed if the bond cap 

increases were also a part of that. The third potential 

legislation could be just a general tax bill because the 

Senate has in their process this year identified that there 

could be tax bills negotiated. 

The President's new market proposal 

We have essentially stressed we don't care what 

bill it is as long as it is a bill. 

monitor that. The Governor's office in Washington has been 

very involved; the Treasurer's office has been very involved. 

So we are hoping, perhaps by our September meeting, to come 

back and report some success in this particular area. 

So we are continuing to 

There's a couple of housekeeping things I 

nanted to talk about, a number of follow-up issues that the 

Board had asked in our last Board Meeting. 

Yinutes there were a couple of questions to the staff, one on 

land banking and another issue, and I was going to let Dave 

speak to those. He has something written so if there's still 

some questions we can pass something out. 

lave a good agenda today. 

In the Board 

But I think we 

We are very interested in 

9 
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presenting the Business Plan to you, and I’ll have some more 

comments about that. Dave, do you want to speak to the two 

issues that staff were asked? 

cover those quickly now -- 
I think maybe we can j u s t  

CHAIRMAN WALLACE: Fine. 

MS. PARKER: --  then move into the agenda. 
MR. BEAVER: Sure. Each of you should have a copy 

of a one page brief memo that I gave to Terri that addresses 

the two questions. The first one was whether CHFA has 

authority to do land banking. Briefly, our enabling statutes 

in that area are a little fuzzy but we feel that it’s 

reasonable to conclude that we would have authority to do 

land banking where it would be, say, a step in a transaction 

that the ultimate purpose and intention of which would be to 

finance affordable housing on that land. But it‘s not as 

clear as we would like and if we were going to move into that 

$rea on more than a spot basis, on sort of a programmatic 

Dasis, my recommendation would be that we get a little 

zlarifying legislation to do so. 

The other issue is what source of funds could be 

s e d  for that. Stan Dirks and I have had conversations at 

Length about that. 

nuthority is even fuzzier and it is not at all clear that we 

zould use bond proceeds to do that. For that reason--1 don’t 

The law with respect to our bonding 

nean to speak for you, Stan, but correct me if I‘m wrong--for 

10 
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that reason, because of the high standard that bond counsel 

would have to, basically, be able to opine to, that authority 

would be upheld if challenged in court. 

uncomfortable giving a bond opinion that we could use bond 

proceeds for that purpose. 

He would be 

So again, if we want to get into it in a 

programmatic way and want to use bonds to do so we would need 

some legislation on that question as well. That's basically, 

I think, the situation with land banking. 

The other issue that came up was whether we could 

do something to help small business developers obtain 

liability insurance to cover their construction activities. 

We're pretty limited in what we can do there. We can't 

really - -  We don't have authority to provide liability 

insurance, per se. If the problem is that insurance is 

available but it's not affordable, it's at a prohibitive 

cost, we probably would have authority to subsidize that if 

it was, agai'n, part of a transaction where we ultimately 

believed we intended to provide the financing for housing 

development. Other than that I'm not sure what we could do 

to address that problem. 

CHAIRMAN WALLACE: Terri, let's make sure Pat gets 

a copy of this report since she's not here today and she 

raised that last issue. 

MS. PARKER: We will do that. That concludes my 

11 
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I 
remarks on this document. 

CHAIRMAN WALLACE: Bob. 

MR. KLEIN: Mr. Chairman, I appreciate the report. 

As to the issue of the bond authority is the questi0n.a state 

law matter or a federal tax matter? Specifically, if a city 

were to designate a site for affordable housing and CHFA were 

to adopt a resolution of its intent to work with the city on 

financing affordable housing on this site would we have a 

federal or a state statutory issue with acquiring that with 

tax exempt bonds, or in the alternative, taxable bonds? 

MS. PARKER: Stan? 

MR. DIRKS (FROM THE AUDIENCE) : Do you want me to 

answer that? 

CHAIRMAN WALLACE: Mr. Dirks. 

MR. SCHERMERHORN: You can also do the project. 

MR. DIRKS: Dick has offered to let me do the 

I'm Stan Dirks with Orrick . project presentation too. 

Herrington. 

principally a state law matter. 

authorization to issue bonds has language in it that says 

that you may issue bonds in the amounts that you deem 

necessary to finance housing developments and residential 

structures. Bare land is neither until it gets involved 

Sirectly in the development process so it's an uncertainty 

created by the state statutory language that we're referring 

The issue with respect to bonding authority is 

The Agency's primary 

12 
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to here. 

MR. KLEIN: In that context, there is an index file 

on the history and I'd be happy to work with Agency counsel 

to look at that index file. Because there was quite a bit of 

discussion about land banking at the time the statutes were 

developed. It was the intention in those discussions that 

land could be acquired well before any specific project was 

actually identified for development. Perhaps we could 

provide some background that would create some comfort. I'm 

not certain that records of those specific discussions were 

preserved but at least we could take a look at them. 

CHAIRMAN WALLACE: Are you going to dig that out, 

since you were there? 

MR. KLEIN: Yes. We have a computerized file, the 

Agency counsel has too, and perhaps one of my staff members 

can work with Agency counsel to try and identify that 

information. 

CHAIRMAN WALLACE: Okay, fine. Anything further on 

either of these two matters? Ed. 

MR. CZUKER: Isn't there an issue relative to 

timing also? 

finite period, which may be, I think, statutorily one to two 

years, in the process of finishing its governmental approvals 

with the intent of producing affordable housing as its end 

use, with obviously some comfort or acknowledgement from the 

That if the land is being banked for a specific 

13 
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municipality to that end, that it creates a window to use 

tax-exempt bond financing. 

MR. DIRKS (FROM THE AUDIENCE): It would be 

possible, probably - - 
CHAIRMAN WALLACE: Stan, come on. Come on back up 

because you're being recorded for posterity. 

MR. DIRKS: It would be possible to structure a 

program that permitted this financing to go forward on a tax- 

exempt basis. That would depend on who owns the property and 

how its handled and what the agreements are relating to it. 

But suffice it to say it would be possible. 

CHAIRMAN WALLACE: Okay, Ed? 

MR. CZUKER: Thank you. 

CHAIRMAN WALLACE: Thank you. Okay, I sense we 

have exhausted that for the moment. Therefore, let's move on 

back to the projects, Item 4. The first of which, Dick, 

you'll make our presentation. 

MR. SCHERMERHORN: Yes, Mr. Chairman, Members of 

the Board. 

this morning. The first is for Lassen Apartments, which is 

an 81 unit senior acquisition rehab in San Francisco, in what 

is known as the Tenderloin area. 

We have two at-risk project requests on the table 

(Mr. Steven Nissen entered the 

meeting room. ) 

4 This is currently a --  You want me to take a break here? 

14 
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CHAIRMAN WALLACE: Sure. 

MR. SCHERMERHORN: Really put Steve on the spot. 

CHAIRMAN WALLACE: Yes. 

MR. NISSEN: Morning. 

CHAIRMAN WALLACE: Steve, you have been looking all 

over for us, we have been looking all over for you, and the 

twain has met. I'd like to introduce to the Board and the 

audience, Steve Nissen. Am I right, Nissen? 

MR. NISSEN: Correct. 

CHAIRMAN WALLACE: We were quoting you as Nissen is 

missin' here a few minutes ago. 

MR. NISSEN: If that helps you pronounce the name 

correctly - -  
CHAIRMAN WALLACE: It did. Okay. But reading from 

the Governor's office press release, Steve, you are currently 

the Acting Director of OPR, the Office of Planning and 

Research. You have got an extensive background in the law, 

including Executive Director of the California State Bar. 

You were Executive Director of Public Counsel for the largest 

pro bono law firm in the nation from '84 to ' 9 7  and 

previously you worked for Manatt prior to 

' 84 .  

MR. NISSEN: Right. 

CHAIRMAN WALLACE: Right. And interesting, you got 

your baptism in politics because you got your Bachelor's 

15 
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degree from Stanford and your Doctor of Jurisprudence from 

Cal. 

both sides of that. (Laughter). In any case, Steve, we’re 

delighted to have you here and we welcome your active 

participation on a Board that I think you’ll find does a lot 

of public good. 

So you learned at an early stage how to talk out of 

MR. NISSEN: Thank you very much. 

CHAIRMAN WALLACE: We‘re happy to have you make any 

editorial comments, brief editorial comments at this time. 

MR. NISSEN: Well, I apologize for being late. I 

did take an interesting tour of both the convention center 

and the hotel to find you and several people have different 

opinions about where the Sunset Room is. I‘m very happy to 

join this 3oard. 

prior career in doing affordable housing work so it just is 

fortuitous that the OPR position allows me to sit on this 

Board. 

I’ve actually had a long history in my 

So I look forward to working with you. 

CHAIRMAN WALLACE: Thank you. 

MS. PARKER: Mr. Chairman, if I just could make one 

other editorial comment in your introduction of Steve. Steve 

is continuing to 8eme as the Senior Special Assistant to the 

Sovernor on innovative government and has been very involved 

in the last year in that activity, and I think in that sense 

uill be an interesting member to this Board, particularly as 

government looks at trying to join the private sector in 

16 
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e-commerce and technology. So I wanted to point out Steve’s 

other hat that he’s wearing and I think that perspective will 

be among US colleagues and across the staff very helpful. 

CHAIRMAN WALLACE: Thank you, Terri. Anyone else? 

Okay, Dick, we‘ll lateral it back to you. Steve, we‘re on 

Item 4. The first development project has just commenced to 

being presented. 

RESOLUTION 0 0- 0 9  

MR. SCHERMERHORN: Lassen Apartments is currently a 

HUD-insured 100 percent Section 8 project’but the Section 8 

project-based contract expires in 2003. One of the reasons 

why the project has come to us for, essentially, refinancing 

at this point. We are proposing a CHFA first mortgage of 

$4,460,000, a tax exempt rate of 6.2 percent, 30 year fixed, 

fully amortized. The locality has a CDBG loan in the amount 

of $693,000 on this property which they propose to roll over 

on it in this particular transaction. The transaction is 

also contemplating tax credits. With more on the project, 

our colleague, Linn Warren. 

MR. WARREN: Thank you, Dick. Mr. Chairman, as 

Dick indicated, Lassen is located in the Tenderloin District 

in downtown San Francisco. It is 81 units, which is 

comprised of 33 studios and 48 one-bedrooms. The units are 

fairly small, which is typical of buildings of this size and 

age. For example, the studios are 370 square feet and the 

17 
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one-bedrooms are 517 square feet. 

(Video presentation of project begins.) 

The project was constructed in 1915, which about 

the time when most of the building activity in this part of 

the Tenderloin was done. 

rehabilitation in 1982 and at that point in time the project 

There was a significant 

was converted from a transient hotel, a residence hotel, into 

a senior project. 

project on Ellis Street. 

rooms, of which I’ll show you some interior shots in a 

moment. To the right is the office for the building. As you 

can tell from the neighborhood these are typical small hotel, 

transient-type hotels that are indicative of the Tenderloin. 

The rehabilitation for the project will focus 

Here is a good view of the front of the 

To the left here are community 

I 

mainly on the units. 

one-bedrooms and the studios, these cabinet and appliance 

structures are all essentially one unit and it’s impossible 

to replace just one piece of it. 

proposing to do is basically to replace all of these 

component parts with a single component throughout the units. 

The flooring also needs work as well as some of the windows. 

Because they are fairly small, both the 

So what the sponsor is 

There is some lead paint on the window sills and 

staff is basically recommending encapsulation of that versus 

removal. That is the only, perhaps, rehabilitation that is 

going to cause any significant relocation within the project 

18 
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but that's fairly minimal. 

As I indicated, the property was rehabbed in 1982. 

The main component of the rehab was a seismic retrofit and 

that was pursuant to the City of San Francisco standards back 

then. 

Fortunately, with the ' 8 2  retro work the electrical and 

mechanical systems are acceptable and maintenance of that 

will be sufficient through capital reserves over time. 

This has passed our seismic review process. 

You can see some of the other retro work that was 

done. This drop ceiling was installed. Obviously, all the 

conduits and electrical are buried above. And this is in the 

basement area where all of this extra work was putting in 

piping and electrical conduits and such. In the basement of 

the property is a very large set of storage rooms. 

great deal of area. Unfortunately, because it is below the 

surface street it is not usable. It is not ventilated so it 

is really going to act as storage on a long-term basis. 

This is a view from the top of the building looking 

It's a 

down Ellis Street toward Market. 

be familiar with the Tenderloin there really are two 

components of this market and that's the Outer Tenderloin and 

For those of you that may 

the Inner Tenderloin. 

development going on. So, for example, if you look down 

Ellis Street--this is the Hilton right here, actually, it's 

the Hotel Nikko--this all is being rehabilitated with new 

A t  the outer edges there is a lot of 

19 
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1 
residential and commercial. 

is beginning to work its way up the Tenderloin into the 

center area. 

You can see that the development 

Now, if you look in the opposite direction on 

Ellis, this is more typical of what the Tenderloin has been 

known €or over a long period of time. 

hotels, 50 units to 100 units, built in 1910 to 1920. Many 

of them are being rehabbed. 

right now is doing that. 

Tenderloin with the rent pressures is these smaller buildings 

are being selectively purchased and rehabilitated for 

specific uses. 

Smaller transient 

This large one across the street 

So what is happening in the 

I 
For example, the Board last year saw a project we 

brought to you of Special Needs from TNDC, which is the 

Tenderloin Development Corporation. 

buildings within the center core of the Tenderloin and 

They have bought several 

rehabbed them for homeless and for special needs populations. 

That trend is continuing. 

Tenderloin, which is up in here, which is Van Ness, again, 

the same retail and commercial pressures are working their 

At the outer edge of the 

way back down into the. district. So what all this means is 

over a longer period of time this area of the city, which has 

traditionally had high crime and problems, is stabilizing and 

becoming a better market. 

This is the community room off the lobby, a general 
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meeting place for the tenants. 

now, which will be turned into a computer room. 

be four or five computers. 

first couple of years of development. 

This is a meeting room right 

There will 

This will take place over the 

The center courtyard. 

One rehab problem that we have but it doesn't show 

very well is this brickwork in here, the mortar between the 

bricks is disintegrating to a small degree. 

have to be scaffolded and the grout or mortar will be taken 

out and repatched with new work. That in itself is not very 

expensive, the expensive part is putting up the scaffolding. 

The problem is water gets in here between the bricks and 

deteriorates the brickwork over a period of time. 

something that we're going to ask that the sponsor do. 

These areas will 

So that is 

There is one laundry room in the project, in the 

basement. 

not optimal for a project of this size but the tenants who 

have been long-term tenants have managed to adapt to the 

limited capacity. 

They are going to add a washer and dryer. It is 

To give you a sense of the rents and the market. 

This is somewhat misleading. You can see here that we have 

market rents that are actually fairly close according to our 

comp studies to the 60 percent rents. In reality what's 

going on in this part of the city is there are no vacancies. 

There simply aren't any. The waiting list for Lassen 

Apartments has 80 on the waiting list and that has been pared 
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down from 300. This particular project, many of the tenants 

moved in in 1982 when there was a conversion and there really 

are no turnovers to nursing homes. The only vacancies that 

occur in Lassen is when a resident dies. That's when new 

spaces open up. 

So even though the rent differentials are really a 

function of inferior rents being compared to Lassen, in this 

part of the city there's simply--in all of the city for that 

matter--there really is no vacancy so we k n o w  there is 

adequate demand for the units on a long tern basis. 

that I turn it back. 

So with 

(Video presentation of project ends.) 

MR. SCHERMERHORN: Okay. I would like to make note 

On page 809 section of one typo in this credit presentation. 

D, Relocation. That second line should be performed, not 

preformed, in case that misled you any. 

The occupancy restrictions on the project would be 

20 percent at 50 percent, 100 percent of them at 60 percent. 

The Agency will require the sponsor to seek and accept 

Section 8 annual renewal contracts as long as HUD offers them 

for the term of our mortgage. The environmental review, some 

of which Linn has touched on. In-addition to the 

encapsulation matter there was an underground storage tank 

that'was located in the basement. 

filled with sand we want to make sure that it gets sealed. 

Although it has been 

4 
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That will be a requirement in there. 

On the seismic issue you may be seeing for the 

first time this reference to a FEMA 178 Checklist. What has 

happened -- As you know the Agency has a seismic evaluation 

process that Dames t Moore under contract to us,provides on 

every project and it's a Level I, 11, 111. Level I basically 

identifies, is there a seismic activity fault somewhere in 

the proximity of the project. 

Level 11, if there is, a fundamental review is done 

of the project to ascertain - -  an evaluation is done on their 
computer modeling to determine what the damage potential is 

to the project. And as long as the evaluation comes back 

within the established parameters we have for new 

construction and acquisition rehab we don't take it any 

further. 

If it doesn't meet that test then we have a Level 

I11 done, which is a very detailed analysis of the structural 

components of the project to produce recommendations as to 

what might be done and what the cost effectiveness of that 

would be to bring the project within acceptable ratio. 

that's fine. 

Well, 

When we ran into these two projects, they're the 

first ones that we have run into with this kind of masonry 

construction and aged product in the Tenderloin in San 

Francisco where there is a higher potential of physical 
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damage on the project than what we would normally consider. 

And we would normally have bumped it, except in the 

intervening period we have discovered that FEMA, the Federal 

Emergency Management Agency, has come up with an analysis 

that is now being used by some of the seismic evaluators that 

separates out the physical issue from health and safety. 

Their evaluation is a health and safety evaluation. 

the critical components that would affect the health and 

safety of the tenants in the project. 

. 

What are 

We had the FEMA test run on this project and it 

passed, no problem. 

It's still a higher ratio than what we would normally accept, 

however, the cost to mitigate that is so excessive as to not 

make the project feasible if we were to pursue that. 

we're saying, all right, basically we will set up a higher 

level of reserves for repair work if that becomes necessary 

downstream on the project since the project has a very 

satisfactory health and safety result from the FEMA test. 

We looked at the physical aspect of it. 

So 

One thing we learned out of this is, San Francisco, 

apparently, in their 1982 revised seismic requirements in the 

city, have probably the best seismic, most comprehensive 

seismic requirements of any city in the country these days. 

hnd that's from the '82 evaluation that is done. So if that 

clears a FEMA 178 test on the health and safety then there 

has been substantive retrofitting that has taken place in the 1 
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project to make it a very stable one. 

And you may see this now in some of our future 

projects. If the project is located in an area of high 

seismic activity and it triggers a problem in our basic 

seismic evaluation we will go to the FEMA test to ascertain 

and get a separate evaluation between health and safety and 

just the physical damage component of the project. 

why you see this in here. 

project is very strong on the FEMA test. 

scenario it would be subject to a higher 'level of potential 

physical damage, particularly to the exterior of the building 

than what we would normally consider. 

circumstances of what we're dealing with here we consider it 

an acceptable risk and we're having the project budget to 

some extent for that. That's the environmental issue. 

So that's 

We are very satisfied. The 

Under an earthquake 

But given the 

The developer in this case -- The managing general 
partner for a to-be-formed limited partnership is going to be 

Asian, Inc. They are a long time established nonprofit in 

San Francisco, at least 20 years that I'm aware of. A.F. 

Evans Company will be involved as the administrative general 

partner and also will be the property manager on this 

project. Entities that we have long and positive working 

relationships with; they have a number of projects in our 

portfolio currently. 

be glad to answer .any questions. 

With that we're recommending approval, 
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CHAIRMAN WALLACE: Questions? Bob. 

MR. KLEIN: On our Agency seismic study are we 

using a 50-year standard, a 100-year standard, and is our 

standard for acceptable risk without earthquake insurance a 

15 or a 20? Where are we? 

MR. SCHERMERHORN: All projects are required to 

That is a requirement that we have earthquake insurance. 

have on any project that we finance. 

MR. KLEIN: And this project has earthquake 

insurance? 

MR. SCHERMERHORN: Yes. 

MR. KLEIN: I thought there was a reference in 

here. 

MR. SCHERMERHORN: No. We have checked with our 

insurer. 

insurer is very familiar with the Dames & Moore evaluation 

process that they use. We checked with the insurer on this 

and raised what it was that we ran into with this and they 

said, essentially, given that there's such a small number of 

projects that would'probably fall into this FEMA review test 

Because when this issue came up we wanted to - -  Our 

in there they were not concerned about that in our portfolio. 

That they had no problem accepting this project under our 

normal and current earthquake insurance costs in the 

portfolio. And we have got two of these, this one and the 

next one both fall in that category. 
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MR. KLEIN: I see. So the reason that the 

insurance number is still reasonable is because of our 

portfolio rate. 

MR. SCHERMERHORN: Yes. 

MR. KLEIN: Did they give us any guidance as to 

what percentage of our portfolio could tolerate this kind of 

risk? 

MR. SCHERMERHORN: No. Their reaction was, that's 

interesting, don't worry about it. 

Their sense is, and ours is too because we know that it's 

going to be limited to maybe three or four particular, the 

renderloin in San Francisco being the most obvious one. 

rhey, as a proportion of our portfolio, are just not 

impactive to them so they said, fine. 

You don't have enough. 

CHAIRMAN WALLACE: Angelo. 

MR. MOZILO: Dick, so I understand it, this is 

insurance that CHFA has and not insurance that the sponsor 

mintaining . 
MR. SCHERMERHORN: That is correct. 

MR. MOZILO: This is insurance on your portfolio. 

is 

'he sponsor is not getting separate earthquake insurance? 

MR. SCHERMERHORN: The insurance is on the project. 

MR. MOZILO: I understand that. 

MR. SCHERMERHORN: But it is an insurance - -  
MR. MOZILO: Who is paying for it? 

27 
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MR. SCHERMERHORN: It is an insurance policy, or 

insurance package, that the Agency negotiates for our 

portfolio. For any and all projects in our portfolio. 

MR. MOZILO: And who pays the premium? 

MR. SCHERMERHORN: The project does. 

MR. MOZILO: Okay. 

CHAIRMAN WALLACE: That took care of that. Any 

further questions? Yes, Jeanne. 

MS. PETERSON: I would just observe a couple of 

things. 

pertaining even to tax-exempt bonds in 1999, to require a 

higher threshold of rehabilitation work. And I note with 

some interest that this job is proposing to do the very 

minimum amount of rehabilitation work per unit that we have 

required under tax credit rules so I'm happy to see that it 

is going to do that minimum amount. 

One is that we changed the tax credit rules, 

The other thing that I wasn't aware of until we 

were looking at the slides is the thing about the washers and 

dryers. I do not believe that fits with the rules of our 
I 

committee for a tax credit so I guess we'll see what happens 

on that score. But I think that what's being proposed is 

below the minimum number. 

MR. SCHERMERHORN: But you may be faced with just a 

practical physical limitation given this property. 

MS. PETERSON: Well, I'm not sure. I mean, this is, 
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the first time I have heard of it. 

MR. SCHERMERHORN: I understand. 

MS. PETERSON: So I don't know whether or not we 

will -- 
MR. SCHERMERHORN: We have looked at it too and 

that's - -  
MS. PETERSON: --  waive that requirement for a 

minimum number of washers and dryers. 

MR. SCHERMERHORN: It's one of the problems with 

these older buildings. 

how much you can restructure them to accommodate some of 

these things. 

There are some impracticalities about 

CHAIRMAN WALLACE: What do you do, turn them down, 

Jeanne? 

MS. PETERSON: We'll see. (Laughter). 

CHAIRMAN WALLACE: I mean, there's a - -  
MS. PETERSON: I didn't really mean that. 

MR. SCHERMERHORN: You're on record. 

MS. PETERSON: Actually, until some changes that 

were made last year, the so-called minimum construction 

standards for tax credit deals that affected both the 

competitive 9 percent program and the 4 percent tax-exempt 

non-competitive program really, I don't think, took into 

account acquisition rehabilitation deals so much. 

nore geared toward new construction but they applied to all 

They were 
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projects and there was no waiver permissible. 

permissibility of a waiver by the Executive Director as to 

some of these minimum standards so presumably that would - -  
MS. PARKER: We have every confidence -- 
MS. PETERSON: -- be applied for and granted. 
MS. PARKER: -- every confidence in the Execut,ve 

We did add the 

Director. 

CHAIRMAN WALLACE: Can't you look for a french 

laundry or a Chinese laundry in the same block or something 

like that? What is it? It sounds inadequate to me just on 

the surface. 

MS. PETERSON: Yes. I mean, we'll just have to 

take a look at it. Like I said, I wasn't aware of the 

limited laundry facilities. 

CHAIRMAN WALLACE: There's a greater good here that 

has to be --  
MS. PETERSON: Absolutely. 

CHAIRMAN WALLACE: Okay. 

MS. PETERSON: It could even be an american 

laundry. 

CHAIRMAN WALLACE: Okay. A Tenderloin laundry. 

There have got to be plenty of those in there. 

MR. KLEIN: Any motions? 

CHAIRMAN WALLACE: Yes. 

MR. KLEIN: I'd like to make a motion for approval. 
I 
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With the guidance that we have from the tax credit committee 

here I hope that we can find someplace in the project to 

potentially expandathose facilities. But I would move for 

approval. 

MR. CZUKER: Second. 

CHAIRMAN WALLACE: A second by Czuker, Klein makes 

the motion. Any discussion on the motion? Hearing none, 

secretary, call the roll. 

MS. OJIMA: Thank you. Ms. Peterson? 

MS. PETERSON: Aye. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Aye. 

MS. OJIMA: Mr. Czuker? 

MR. CZUKER: Aye. 

MS. OJIMA: Ms. Easton? 

MS. EASTON: Aye. 

MS. OJIMA: Ms. Hawkins? 

MS. HAWKINS: Aye. 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Aye. 

MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Aye. 

MS. OJIMA: Mr. Wallace? 

MR. WALLACE: Aye. 

MS. OJIMA: Resolution 00-10 (sic) has been 
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approved. 

CHAIRMAN WALLACE: Resolution 00-10 has been 

approved. Let's move on to the second project, O'Farrell 

Tower. 

MS. BORNSTEIN: A point of information. Isn't that 

Resolution 00-09. 

CHAIRMAN WALLACE: 

MS. PARKER: Yes. 

MS. OJIMA: I'm sorry, my mistake. 

CHAIRMAN WALLACE: 

Did I say ten? 

I just wanted to see if you were 

there, Julie. 

MS. BORNSTEIN: I suspect you're a fairly adequate 

predictor of the future but I just wanted to make sure. 

MS. OJIMA: Thank you, Julie. 

CHAIRMAN WALLACE: That's another seismic motion. 

2esolution 00-09 has been approved. Thank you, Julie. Let's 

:ake on the next one. 

PESOLUT ION 00 -10 

MR. SCHERMERHORN: All right, Mr. Chairman. As a 

This is an Agency portfolio project. Ratter of background. 

rhis is a Section 8 project-based project. 

ts we don't allow prepays on our projects. 

5rcumstances under which we will consider it is if there is 

L quid pro quo of increased affordability as a result of the 

Financing proposal attendant to prepaying the existing 

The Agency policy 

The only 
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mortgage. 

entertain prepay proposals on our projects in our portfolio 

because the deal that is cut at the outset is for a long 

term, fixed rate, affordable project. 

If that is unsatisfactory or lacking then we don't 

This is one of our portfolio projects. It's one of 

the minority number of projects in our portfolio that is 

mismatched; the Section 8 contract expires ten years before 

the mortgage does. There have been provisions for most of 

our mismatched that other funding'sources or sinking funds 

have been put in place to act as the subsidy support at the 

point in time at which the Section 8 contract expires and 

there is no other form of support to maintain the 

affordability for the remaining life of the existing 

mortgage 

We are entertaining ttiis one for two reasons. One 

is because of the mismatch on the Section 8 contract. It is 

an opportunity for us to restructure this deal to increase 

the likelihood of the Section 8 contract support continuing 

on the project. And two, we will increase the term of 

affordability on it. 

So with that, our request for this will be final 

commitment requests for three loans, permanent financing of 

O'Farrell Tower Apartments. 

a 30-year fixed, 501(c) (3) at 6.2 percent. The second 

mortgage proposed is $2,274,000 at the same interest rate for 

The first mortgage loan would be 
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a 15 year period. 

percent, five years fixed, out of our HAT financing. 

The third mortgage is $1,100,000 at 7 

Now, in addition to that, this project when it was 

originally financed had an RHCP/CHFA loan. These were funds 

that came from a bond issue two decades ago. 

purpose of this funding was to go into projects exactly like 

this one where there was a mismatched contract situation and 

it was there to reduce the affordability and ensure the 

continued reduction of that affordability. 

sleeping second mortgage for the term of the mortgage. 

The primary 

It is basically a 

What we're proposing in this transaction is to 

maintain that loan in the same mode because we are extending 

the term another 15 years. We are 15 years into an existing 

30-year mortgage structure. We are proposing to do a new 30 

year mortgage structure, which will extend out our regulatory 

agreement for an additional 15 year period. We would extend 

this --  We propose to extend this sleeping second mortgage to 
be coterminous with our first mortgage on this. 

Linn will get into what the effects of the layering 

Df these mortgages are and how the rent support and the 

financial support for this is all going to work when he does 

his presentation. 

page 830, that Current Status paragraph that starts out 

Section 8 Conversion may have confused you; it is inaccurate. 

I just wanted to make one other point. On 

4 It talks in terms of the project being on annual renewals 
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now. The annual renewals would not kick in until 2005. 

There's five years left on the existing contract and that's 

what this paragraph should have said and I apologize for 

that. With that, let's take a look at the project specifics. 

(Video presentation of project begins.) 

MR. WARREN: This is also in the Tenderloin 

District and it's actually just a couple of blocks away from 

the Lassen project. It's 101 units. They are all one- 

bedrooms. 

units have the square footage of 534 square feet. 

twelve-story building serviced by four elevators. 

constructed, actually, in late '83 and was fully occupied in 

'85. On the ground floor of the project and in some of the 

basement areas there is a senior center which is part of the 

complex itself and there's a gross lease between the property 

and the senior center. I'll show some slides of that in a 

minute. 

There are various unit sizes but on average the 

It's a 

It was 

Here's a view from the top, again. I won't get 

into the whole dialogue on the Tenderloin but the comments 

that I had for Lassen apply for O'Farrell. Again, we're 

looking down O'Farrell Street toward the Market area. And 

again you can see this is the Hilton, Macy's, and Union 

Square is a couple of blocks up from there. 

the opposite direction. Again, very similar to the 

Duildings. As you can see, O'Farrell stands out. It's a 

Looking back in 
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fairly new building, comparatively, to the other types of 

building structures that exist in this part of the 

Tenderloin. This is looking further up the street. Very 

similar, older, established residence hotels. 

This is the front entrance to the property. Here 

is the seating area, meeting room area. To the left here is 

the senior center which has a number of activities. There's 

also a meal service, which I'll describe in just a moment. 

One interesting thing that's happening here is with the web- 

based delivery of groceries which is occurring in the city 

the web-based delivery companies, Web Van and such, will hire 

security people that will basically work here in the lobby at 

the times the deliveries are made. 

come for the tenants, because there is no parking here, they 

can ensure that deliveries are made safely to the residents. 

So when the groceries 

Here is the common area. This window is new. This 

was originally rehabilitated so it's a seating area for the 

residents. This is the manager's office. There are security 

cameras throughout the building. 

made on a daily basis, 24 hour tapes,' and observed on a 

regular basis. This is the dining area for the seniors. 

you can imagine, many of the residents in O'Farrell take 

lunch and dinner meals here. 

the seniors can enroll in, both at these facilities and 

nearby. 

There are tapes that are 

As 

There are also programs that 
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Standard hallway construction. Fire alarms, drop 

ceiling, hand rails. Fairly good condition. This is a CHFA 

portfolio loan as Dick indicated, consequently the units are 

in very good condition. 

this refinancing. The units are in very good shape. Any 

long term capital improvements will be pursuant to a price 

and reserve schedule that we are working on with the 

sponsors, but generally speaking there are no defects in the 

property that require any immediate attention. 

No real rehab is contemplated for 

A look at the rents. As you can see the market 

rent differentials are somewhat different than Lassen and 

that's basically a function of the different product type. 

So we have a nice differential between the affordable rents 

and the market rents and this is due to the fact that the 

units at O'Farrell are obviously newer than Lassen and are 

larger and the project has been better maintained over the 

period of time. 

As Dick alluded to or mentioned earlier, there is a 

fair amount of financing on this. 

reiteration of that, we have the CHFA first for $4.2 million, 

the CHFA second. I've noted SFRDA here. This has to do with 

a repurchase agreement, which I'll explain in just a minute 

but it will cover some situations that may occur on the 

repayment of the second. The third loan for CHFA is based 

upon Section 8 contracts. And then below we have $2.1 

Just to give you a 
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million which is being contributed by the Redevelopment 

Agency. This will be a lease-hold mortgage. They are buying 

the land and leasing the improvements back to the sponsor. 

And then the RHCP of the existing loan that Dick mentioned. 

Let me spend a few minutes describing how we have 

layered the financing. The first loan, the $4.2 million 

loan, is underwritten to the SO, 60 percent rents for a 30 

year period and that leverages the $4 million amount. 

rents are readily achievable, as you can tell from the 

market, and these are the rent levels that the city, that San 

Francisco would also like to see for their contribution for 

the property. 

These 

The second loan, the CHFA second for approximately 4 
$2 million, is leveraged upon the net difference between the 

SO and 60 percent rents and 80 percent rents and this 

amortizes over a lfj-year period. Obviously, at this juncture 

these rents are now dependant upon the continuation of the 

Section 8 contract. The third level of debt, which is the 

CHFA third, is the difference between the 80 percent rents 

and the full Section 8 contract rents. Now, since the 

Section 8 contract, by definition, only goes for five more 

years we can only leverage this final piece for that five 

year period. All three of these loans are amortized with 

their respective rates. 

Now, what would happen, then, if the Section 8 
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contract should continue. In that case we know that after 

the five year period when the contract expires this Section 8 

loan up here will be paid off. If the 

contract continues as this scenario calls for, the second 

loan will also be able to amortize and debt service. In the 

event the contract is reduced to 80 percent levels, which is 

possible, the loan would still amortize. And obviously, even 

if the contract is not continued the CHFA first loan could 

continue with these achievable rents. 

It is amortizing. 

Now, the second situation could occur. What if the 

contract at the end of the five year period is not renewed by 

HUD? 

plan for that contingency. If that occurs and the Section 8 

contract is not renewed then we have a repurchase agreement 

that we will enter into with the Redevelopment Agency of San 

Francisco. 

point in time, if the Section 8 stops, the balance of this 

loan, the second tier if you will, is either paid off by the 

RDA or the payments will continue to CHFA for debt service 

purposes. If the contract is reduced to the 80 percent level 

it does put us in a position where the contract would still 

debt service. 

We don’t know what they are going to do so we had to 

And what that basically says is that at this 

So under this scenario we feel, at the end of this 

five year period what is left on the table from a risk 

standpoint for the Agency is its first loan, which from an 
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LTV and debt service standpoint, should perform well. The 

Agency is covered for this remaining piece of the debt and 

this first piece of the debt will have been paid off. 

the end of the day, the Agency feels comfortable that we have 

So at 

ourselves properly hedged in the event the Section 8 is 

reduced. So with that I'm going to stop. Back to you. 

(Video presentation of project ends.) 

MR. SCHERMERHORN: Occupancy restrictions on the 

project are the usual 20 percent at 50, the remainder at 60 

percent. I would note there are no tax credits on this 

project. 

the use of tax credits, which also enabled us to use a 

501(c) ( 3 )  bond structure since the borrower in this case wil 

We are able to get this transaction done without 

1 

be Citizens Housing Corporation, a 501(c) (3) nonprofit. They 

were established in 1992 and the most recent project that 

they have done with us was the Light Tree Apartments, an 

acquisition rehab project in East Palo Alto. A.F. Evans 

Property Management Company would be the manager on this. 

The seismic issue on this one never got to the FEMA 

letter. This project was built under San Francisco's 1982 

seismic requirements and it more than satisfied our standard 

seismic evaluation review of the project. 

in very good condition in that respect. 

recommending approval, be glad to answer any questions. 

It is structurally 

With that we're 

B I CHAIRMAN WALLACE: Yes, Bob. 
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MR. KLEIN: Is this a congregate facility, 

congregate dining? 

MR. WARREN: NO. 

MR. KLEIN: NO? 

MR. WARREN: The dining is optional for the 

tenants. It's a separate service outside of the - -  
MR. KLEIN: But there's an optional meal service 

with SSI for the tenants? Is that how they're supporting it? 

MR. WARREN: Yes. It's not part of the rent 

package, they have to apply separately to the senior center 

for the meals. 

MR. SCHERMERHORN: But they have full one-bedroom 

apartments. 

MR. WARREN: Yes. 

MR. KLEIN: Right. They have independent living. 

MR. SCHERMERHORN: Yes, it's an independent - -  
MR. KLEIN: It meets independent living tests. 

MR. SCHERMERHORN: From our standpoint it's an 

independent structure. 

MR. WARREN: Yes, independent senior structure. 

CHAIRMAN WALLACE: Jeanne. 

MS. PETERSON: I just wanted to say I think this is 

a really creative way to structure some financing and I 

applaud the efforts of the staff. 

things, I think. 

I had two pretty minor 

One is on page 829 in the paragraph that 
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talks about Locality Involvement. The last sentence says: 

@@In any event, tenants would not pay 

more than the 50 percent and 60 percent 

of adjusted median income --@I 

Is that what -- 
MR. SCHERMERHORN: Yes, this is what - -  
MS. PETERSON: I think we mean rents based on 50 

and 60 percent --  
MR. WARREN: Yes, yes. 

MS. PETERSON: - -  of adjusted median income. 
MR. SCHERMERHORN: I ' m  sorry. 

MS. PETERSON: They are not going to pay their 

o that's probably a typo. 

MR. SCHERMERHORN: You know, we look at these so 

many times I just read that into it. 

catch. 

You're right, good 

MR. WARREN: We lapsed into jargon. 

1 

income 

MS. PETERSON: And also, on page 835 where it talks 

I believe that there's a typo. about occupancy restrictions. 

It says 20, basically, at 50, and 75 at 60, and I think it's 

really 80 at 60. 

MR. WARREN: Yes. 

MR. SCHERMERHORN: Yes. Actually, it's -- 
MS. PETERSON: Because it's really 100 percent 

I restricted. 
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MR. SCHERMERHORN: Actually, it's supposed to be - -  
MS. PETERSON: It's 100 units that you are adding 

up to, right? 

MR. SCHERMERHORN: Yes. 

MR. WARREN: Yes. 

MS. PETERSON: So it should be 80 percent instead 

of 75 percent? 

MR. SCHERMERHORN: Yes. 

MR. WARREN: Yes, correct. 

MS. PETERSON: And that is for - -  Just to reiterate 
since there isn't a tax credit, that is for the full 30 year 

term of the first and second mortgages, correct? 

MR. WARREN: Yes. 

MR. SCHERMERHORN: Yes, correct. 

MS. PETERSON: Thank you. 

CHAIRMAN WALLACE: Julie. 

MS. BORNSTEIN: I wonder if I could ask about the 

senior center. Is that a tenant in the same structure or is 

that just a contiguous structure? 

MR. WARREN: They are a tenant. There is a gross- 

lease arrangement between the senior center and the building 

itself so there is some operating expenses and income. 

MS. BORNSTEIN: Is there any net flow then from the 

senior center lease into the building and did that figure 

into your calculations? 

~ 
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MR. WARREN: There is commercial income from the 

senior center into the building as part of the underwriting 

operations. And under the gross lease basis, expenses for 

the senior center are in the operating budget for the 

building. 

CHAIRMAN WALLACE: Bob. 

MR. KLEIN: Just as a follow-up. I think that the 

optional congregate dining is extremely helpful to, 

obviously, this tenant base. I was wondering, does everyone 

at 60 percent of median qualify for the supplemental SSI or 

is it only part of that group? 

median would generally qualify. 

I know the 50 percent of 

MR. WARREN: I'm not sure, Bob. 

MR. SCHERMERHORN: I don't know the answer to that 

question. 

MR. WARREN: I don't know the answer. 

MS. PETERSON (SOTTO VOCE): The answer is, no. I'm 

pretty sure the answer is, no. 

CHAIRMAN WALLACE: We're hearing the answer may be 

no up here. 

job. 

facilities because these projects are only about a block 

apart. (Laughter). Sorry about that. 

Any other questions? You did a very creative 

I'm surprised you didn't extend it to the laundry 

MR. SCHERMERHORN: One thing I might point out is 

this layered approach, basically as a template, is how we are 
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looking at Section 8 at-risk projects in trying to do re-fis. 

How do you get an affordable first mortgage in place for the 

long term, and then, what resources are available to support 

whatever other monies are necessary to make the transition 

work, be it in the sale and/or rehab for the project, and 

then structure it so it matches up with credible funding 

sources so we can do an at-risk financing. 

The result of doing it this way means that we - -  
The structuring that has been really coming into place here 

this past year has absolutely dropped the demand for need of 

our HAT bridge loan financing or standby operating reserves 

in many instances. 

reduce the need for that by structurings like this. 

we're able to get at resources that make sense in this kind 

of a template on these kinds of deals. And you'll probably 

6ee more of these. 

Not entirely, but we have been able to 

Because 

CHAIRMAN WALLACE: Good. 

MS. HAWKINS: 

notion to approve this project. I think we have really 

stepped up to the plate. I think things looked kind of 

On that note I'd be pleased to make a 

Sreary and dismal about a year ago as these projects were 

m i r i n g  and I think we were contemplating that they would 

zxpire shortly. I would like to make a motion to approve. 

MS. PETERSON: Support. 

CHAIRMAN WALLACE: Motion. Second, Jeanne? 
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MR. MOZILO: Second. 

CHAIRMAN WALLACE: Or Angelo. The motion is 

seconded. Any discussion on the motion for approval? Bob. 

M R .  KLEIN: I would just like to add that this is 

definitely a creative use of our staff resources to stretch 

the state's resources in this area and I applaud the 

creativity. 

CHAIRMAN WALLACE: Seeing no further comments, 

secretary, call the roll. 

MS. OJIMA: Thank you. Ms. Peterson? 

MS. PETERSON: Aye. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Aye!. 

MS. OJIMA: Mr. Czuker? 

MR. CZUKER: Aye. 

MS. OJIMA: Ms. Easton? 

MS. EASTON: Aye. 

MS. OJIMA: Ms. Hawkins? 

MS. HAWKINS: Aye. 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Aye. 

MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Aye. 

MS. OJI[MA: Mr. Wallace? 

MR. WALLACE: Aye. 
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MS. OJIMA: Resolution 00-10 has been approved. 

CHAIRMAN WALLACE: I thought we already approved 

00-lo? (Laughter). Resolution 00-10 has been approved. 

Mr. Klein. 

MR. KLEIN: As a general comment on the San 

Francisco market area specifically. Every two years we see 

the earthquake risk analysis increasing radically. 

Senator Feinstein, I think, last spoke indicating that there 

was a 30 percent chance at this point in the next 50 years of 

a very severe major quake. After the Northridge &ake we saw 

a number of single family insurers wanting to withdraw from 

the California market. 

U.S. 

We are assuming here in the multifamily area that 

we're going to have insurance. 

necessarily true. Multifamily insurers after a major quake 

are going to be under Wall Street pressure to withdraw from 

I don't think that that is 

the California market because when that comes it's going to 

be a very substantial loss.  So the question is, shouldn't we 

be looking at our portfolio? And even though I think it is 

an excellent idea to have earthquake insurance on this 

portfolio program, shouldn't we look at the down side that if 

multifamily insurance becomes unavailable -- 
They are under no obligation, as I understand it, 

to renew year-to-year. 

on a portfolio basis for a multi-year contract so we don't 

Maybe we could negotiate an exception 
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1 
have a surprise with 12 months to figure out how to react to 

the surprise. 

would be and how we would deal with it if, in fact, 

multifamily insurance became unavailable following, even, 

something leading up to a major quake? 

And shouldn't we look at what our exposure 

MR. SCHERMERHORN: We have been unable, to date, to 

negotiate a multi-year earthquake insurance package; it has 

been on an annual renewal basis. 

what more, you know. From all indices that I'm aware of we 

get a very favorable rate for our projects in this pool. We 

have asked that very same question of ourselves and we don't 

Beyond that I'm not sure 

have any instant answers on this. 

MR. MOZILO: I would just make a comment. The 

issue of the rating agencies would be the same relative to a 

multi-year contract. 

multi-year contract without downgrading them so they can't do 

either. 

that process. 

snd of the day. 

They would not permit them to make a 

You're back to the same square when you go through 

You'd probably become a self-insurer at the 

MR. KLEIN: Okay. 

MR. MOZILO: And we have the projects, we're on the 

nook. You're self-insured. We've been through this before 

m d  that's sort of the cycle you have to go through. 

MR. KLEIN: I guess then the question is, if we're 

Looking at the potential for having to self-insure here, 

4a 
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shouldn't we analyze that risk, quantify it and figure out 

from a strategic viewpoint how much of that risk we want to 

take in any one geographic area? 

Actually, the US Geological Survey, if you listen 

to their presentations on the earthquake risk they're pretty 

dramatic, and poignant if you're living in the Bay Area. I 

think that this information is constantly being highlighted 

and it would be good if we could look at it and get a staff 

report back on how we can geographically limit our exposure 

or otherwise position ourselves so that we do have some 

answer if we are faced with this. 

CHAIRMAN WALLACE: Good point. Terri is making 

copious notes so we could expect some kind of an analysis. 

Not at the next meeting. 

MS. PARKER: We'll talk with you and at our next 

meeting we'll give you a report, basically, on what our 

strategy will be to essentially address the issue, Bob. 

MR. KLEIN: Thank you. 

CHAIRMAN WALLACE: Okay, let's move on the third 

project, and I've asked Vice Chairman Carrie Hawkins to chair 

that event. Carrie. 

MS. HAWKINS: Thank you, Mr. Chairman. 

soLuTIoN 00-11 

We're moving on to Item number 5, which is a 

discussion, recommendation and possible action relative to a 

49 
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final commitment modification on the following project, which 

is Park Place Apartments in the Van Nuys, Los Angeles, 

community. Dick, will you be taking over? 

MR. SCHERMERHORN: Yes. We do not have a full 

presentation on this because the request that is on the table 

here is for a $650,000 tax-exempt bridge loan. 

approved this project back in Pall of '98. 

The Board 

(Chairman Clark Wallace exited 

the meeting room.) 

What has happened in the intervening period, and 

what's detailed in the package, is the cost overruns that 

have occurred. 

about that situation. There have been a number of other 

additional funding sources that have agreed that, one, the 

cost overruns were legitimate, and two, that they have made 

financial contributions in this particular case to help 

mitigate that situation. 

We have been in negotiation with the sponsor 

There is no change to the first mortgage that was 

This amount would merely approved previously by the Board. 

make a tax-exempt loan to qualify the.project for four 

percent tax credits. 

original mortgage amount fell below the qualifying threshold 

for tax-exempt primary financing to qualify it for four 

percent tax credits so we need to increase the amount of tax- 

exempt loan on the project to qualify it for the four percent 

Because the costs have gone up the 

50 
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tax credits. 

credits that come to the project. 

And this loan would be repaid by the tax 

The increased amount has already been approved by 

the Tax Credit Committee so this would finalize the step of 

getting the additional resources on the project to cover the 

additional costs that took place and it will represent the 

requisite amount of tax-exempt financing that needs to be in 

place to qualify it for the four percent tax credits. 

with that we're recommending approval, be glad to answer any 

questions. 

And 

MS. HAWKINS: Board? Yes, Ms. Bornstein. 

MS. BORNSTEIN: Thank you, Madam Chair. Dick, I ' m  

assuming we're subordinate to the City of Los Angeles on this 

bridge loan? 

MR. SCHERMERHORN: NO. 

MR. WARREN: NO. 

MR. SCHERMERHORN: No. 

MS. BORNSTEIN: Oh, we're going to be ahead of the 

2ity of L o s  Angeles? 

MR. SCHERMERHORN: Yes. 

MS. BORNSTEIN: Okay. 

MR. SCHERMERHORN: We don't subordinate. 

MS. BORNSTEIN: Good, okay. The source of 

repayment will be -- 
MR. SCHERMERHORN: The tax credits. 

51 
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MS. BORNSTEIN: The tax credits. And it just takes 

two years to put that all together. 

MR. SCHERMERHORN: So that it meets bond counsel 

tests. 

MS. BORNSTEIN: Okay, good. Thank you. 

MS. HAWKINS: Yes, Ed, Mr. Czuker. 

MR. CZUKER: Could you please describe in a little 

greater detail what type of cost overruns changed the deal 

structure? 

MR. SCHERMERHORN: Okay. On page 851 of the Board 

package: The following unanticipated problems occurred during 

construction. All of the plumbing supply and waste lines had 

to be replaced. There was extensive dry rot uncovered during 

rehab that was not originally anticipated. 

problem of doing all of this on a three-story building. 

had to get --  All of the units stacked had to be vacated at 
the same time in order for them to be able to do this, which 

created vacancy problems on it. 

Then there was a 

They 

The existing plywood sheer panels were too thin to 

meet code so they all had to be replaced. 

demolition of many of the interior plaster walls which 

contained asbestos, which then required a licensed asbestos 

removal contractor to come in and help out. 

Biscovered that the lightweight concrete floors on the second 

and third floors were badly deteriorated once they got them 

That required 

And then they 

. I  
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uncovered and they had to repair those. Hence the increased 

costs. 

MS. HAWKINS: Any other questions or comments? I 

can only say that I sympathize and will not be critical of 

their analysis since I just went through a replumbing of a 

house that was built in 1929 and I ran into every one of 

these situations. 

MR. SCHERMERHORN: That's why rehabs are always 

tricky. 

comments? 

MS. HAWKINS: Yes. 

MR. SCHERMERHORN: And difficult. 

MS. HAWKINS: Okay. Any other questions or 

Hearing none - -  
MS. EASTON: Move to approve. 

MS. H?iWKINS: Yes? 

MS. EASTON: I'll just make a motion to approve. 

MS. BORNSTEIN: Second. 

MS. HAWKINS: It's been moved and seconded. Any 

Curther discussion? Hearing none let's call for the roll. 

MS. OJIMA: Thank you. Ms. Peterson? 

MS. PETERSON: Aye. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Aye. 

MS. OJIMA: Mr. Czuker? 

MR. CZUKER: Aye. 

53 
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MS. OJIMA: Ms. Easton? 

MS. EASTON: Aye. 

MS. OJIMA: Ms. Hawkins? 

MS. HAWKINS: Aye. 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Aye. 

MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Aye. 

MS. OJIMA: Mr. Wallace? 

(No response). 

MS. OJIMA: Resolution 00-11 has been approved. 

MS. HAWKINS: Thank you. 

MS. OJIMA: Thank you. 

SOLUTION 00-12 

MS. HAWKINS: Let's move on to Item number 6, which 

is a discussion, recommendation and possible action relative 

to the adoption of a resolution amending Resolutions 00-05A 

and 00-06A authorizing the issuance of bonds and approving 

the Form of a new indenture for the issuance of commercial 

paper. Mr. Carlson. 

MR. CARLSON: Thank you, Madam Vice Chairman. I ' m  

not here to give a full report about the proposed acquisition 

of the Section 236 portfolio; that project is still in its 

infancy as far as we're concerned. But one of the things 

that we have done is identify that when your Board passed the 
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financing resolutions in January to grant us authority to 

sell debt for the year 2000 this was not anticipated at the 

time. 

So what we would like to do with this action is 

have your Board approve a new resolution, 00-12, which would 

amend the prior resolutions and give us the authority to 

authorize as much as $600 million of borrowing to acquire 

multifamily loans and give us the ability to enter into --  
our ability to enter into short-term credit facilities. Have 

that increased by $600 million and authorize us, in fact, to 

apply to the state's Pooled Money Investment Board. This is 

the Board that's chaired by the State Treasurer that sets 

investment policies for all the state and local money that is 

in the investment pool. 

We have, currently, $150 million borrowing from the 

investment pool for, basically, our single family loan 

warehousing program. The financing resolutions that were 

approved in January authorized us to increase that to $250 

million if we needed to. This would add another $600 

million, so up to $850 million if that were necessary. 

In addition, we identified a type of borrowing that 

we have not yet ever done here at the Agency, it's called 

commercial paper. 

borrow for interim purposes. 

involved in a large commercial paper borrowing program now to 

It's the typical way in which corporations 

The State Treasurer is already 
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finance general obligation-type projects. Also, the 

Department of Water Resources has a CP program. 

paper is usually known as CP. 

Commercial 

We think we should have that type of authority 

We have here the form of a commercial paper ourselves. 

indenture, which obviously is not a lot of fun to read but 

it’s typical of the type of indentures that we have. We 

would like authority to have that be one more type of debt 

weapon in our arsenal, if you will, and we think that would 

make us even more like the type of financial corporation that 

we like to emulate. 

So with the thought that this is a preliminary step 

that needs to be done in order to get us ready. We don’t 

know what kind of debt we‘ll need to issue at all for the 

acquisition of Fannie Mae’s portfolio. 

one more kind that we could use when the time comes. With 

This would just add 

that, I‘ll be glad to take any questions and would ask f o r  

your approval of resolution 00-12. 

MS. HAWKINS: I have a question. Mr. Klein, go 

ahead. 

MR. KLEIN: While I support this tool in the 

financing arsenal of the Agency I have a concern. 

the quality of the staff execution nor with the advisors, 

Not with 

because I think they are both excellent, but I have a concern 

that as Board Members we have a different level of 
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responsibility in the type of programs we're getting into 

where debt management and the kind of debt we're in is much 

more complex than may have historically been true for the 

Agency. 

In the mid-1970,s the Urban Development Corporation 

of  New York had a substantial amount out in floating rate 

debt. The New York City bond crisis meant that John Burnette 

(phonetic) who was the head of that agency, had to negotiate 

a private placement of $600 million to take out that floating 

rate or short term debt. 

(Chairman Clark Wallace re- 

entered the meeting room.) 

John Burnette was a brilliant individual, probably 

one of the finest people in housing finance in the history of 

the United States, and he effectively carried that out by 

private placement of that $600 million with more than 30 

savings banks, savings and loans and banks in New York City. 

When I read our Business Plan I see that we are 

doing a fair amount and significantly increasing amount of 

short term financing, which I think is a responsibility as 

well. We have to accept that challenge, and I think our 

staff has done a wonderful job in executing on that challenge 

to date in using short-term debt to meld with a rollover in 

3ur single family debt portfolio to really extend our 

potential to make loans, and in the multifamily portfolio we 
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I have proposed before, and I think it's critical 

to my own position in approving this or the Business Plan, 

that we have a Board subcommittee on finance that is prepared 

individually to meet with the finance staff more intensely on 

these issues than the Board as a whole. 

the expertise of the Treasurer's staff, we have the expertise 

of Governor's staff appointments here on the Board. 

We certainly have 
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are going to see those same techniques applied. 

the swaps they are executing are great. 

protecting us on a large portion of that debt, but there is 

I think that 

They are really 

another portion that, as the Business Plan points out, they 

can't really strategically position us to use swaps 

efficiently on. 

We have a Board that was initially designed to be 

substantively involved and this is a critical point in our 

evolution where our staff has taken on the challenge we have 

put before them. 

aggressively accept the responsibility that comes with our 

nandate to them and be involved in reviewing in much greater 

Level of detail the financial structures, debt management and 

risk management structures we're putting in place. 

But it's our responsibility as a Board to 

So I applaud this program and the Business Plan 

program but I really don't feel I can participate in 

npproving this or the Business Plan without the designation 

Df a subcommittee of the Board. Which doesn't have to happen 
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today but it has to be a commitment to designate a 

subcommittee of the Board who will substantively take on this 

responsibility. We have a very major program here. I think 

this is a good instrument, but this is something that I've 

raised before. 

going to proceed in a prudent way. 

At this point I feel it's critical if we're 

MS. HAWKINS: Thank you, Mr. Klein. Mr. Mozilo 

next; and I turn the Chairmanship over to Mr. Wallace. 

CHAIRMAN WALLACE: Go ahead. 

MR. MOZILO: By the way, I do support what Bob 

said, that the surveillance should be a little more intense 

because these are complicated issues. 

questions, and I apologize, I think I ' m  probably repeating 

one of them because I wasn't present when this took place. 

One is, the reasoning behind the acquisition of the 236's, 

the acquisition of the portfolio from FHA is what? What is 

I've got three 

the reason for that? 

Secondly, what is the rating on the CP? Is it the 

And thirdly, state rating or do you have a separate rating? 

the issue that Bob raised as to the swaps. 

limitations on the swapping techniques? 

be critical to making certain that we can weave our way 

through these volatile markets. Those are the three 

questions. 

Why do we have 

Because that would 

MR. CARLSON: Okay. I - -  
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MR. SCHERMERHORN: I'll answer them. 

MR. CARLSON: I probably -- 
MR. SCHERMERHORN: I'll answer number one. 

MR. CARLSON: Right. 

MR. SCHERMERHORN: There is an opportunity prior t, 

August 1 to acquire the California FHA Fannie Mae 236 

portfolio. 

is to get into a direct lending role with the project owners 

so that we could fashion potential refinancing or extended 

financing arrangements to extend the affordability. Those 

projects are either eligible or will be coming eligible fo r  

prepayment over the next ten years and it's an opportunity 

for us to get into a direct involvement with those projects. 

To be able to do a better and more effective due diligence on 

the projects to ascertain which would be the best candidates 

for re-fi. Primarily it's - -  

The reason we would be interested in doing that 

MR. MOZILO: Let me ask you relative to that then. 

ire we in conflict with established intermediaries who would 

iormally carry out this function? Mortgage bankers, banks? 

MR. SCHERMERHORN: No, Fannie is only offering 

:hese to public housing agencies. 

is only to the public housing agencies. 

This one-time opportunity 

MR. MOZILO: Thank you. 

MS. PARKER: Dick, I wanted to add to that. 

Sasically, our colleague housing finance agencies across the 
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country are almost sort of in the first position to take a 

look at being able to accomplish this. 

MR. MOZILO: Thank you. 

MR. C?W,SON: If I may on the second question about 

ratings. We would probably recommend pledging the Agency's 

general obligation to CP and that would, at a minimum, give 

us the double-A-minus, double-A-three ratings that we carry 

on the CP. 

MR. MOZILO: Moody's and S&P? 

MR. CARLSON: Yes, yes. Also, away from the 

interest rate risk, the loan portfolio is all guaranteed by 

FHA and the assets would be pledged. 

about limitations we have on swaps. 

talking about are the unswapped variable rate obligations of 

the Agency, I think, as I've stated in the report that's in 

the back there, I think our purpose there has been to try to 

have the Agency's assets and liabilities better matched. 

The third question 

I think, if what we're 

We have approximately, now, something like a little 

over $500 million worth of variable rate debt against which 

we have not entered into swaps or entered into any kind of 

external hedges. That's intentional. Most of that, the risk 

3n most of that is limited by the fact that it's against 

seasoned portfolios of single family loans to be paying down 

pickly. 

there against each piece will drop over the years. 

And we should see over time that the net amount 
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We are looking at some hedged strategies involving 

the purchase of interest rate caps. 

probably doing that at some out-of-the-money interest rate. 

But what we're trying to do here is make sure that we have 

used the internal hedging of the Agency. 

invested at a variable rate, largely in the state's 

We would recommend 

We have money 

investment pool, which we'd like to make sure that we have at 

least the same amount of variable rate debt outstanding as we 

have there. 

Also, there is enormous annuity value in our single 

family program. If rates fall and people pay off their loans 

we have lost that annuity value. 

like an interest-only strip and we need to hedge that with 

variable rate debt as well. 

pushing that envelope and see what is that amount of variable 

rate debt that we should have that's essentially there to 

You can almost look at it 

So it is our intention to keep 

help us match our assets and liabilities. 

MR. MOZILO: Just one other question related to 

that. I ' m  assuming you're working with advisers -- 
MR. CARLSON:. Yes. 

MR. MOZILO: 

MR. CARLSON: Yes. 

MR. MOZILO: Because there's a lot of tools 

-- on this entire hedging strategy. 

available today, a lot of derivative instruments that have 

been developed that weren't around in 1970. Because he could 
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have gotten approved much easier today than he could have 

back in the 70's. 

MR. CARLSON: Right. 

MR. MOZILO: In the volatile environment we are in 

today, and the spread widening that we have, how db you find 

that market in terms of the process you're going through in 

issuing additional bonds? 

MR. CARLSON: Well, I think what it's made - -  it's 
made it clear to me that the swap market has really proved 

its worth as the best way for us, in many cases, to raise 

money and lock up a fixed rate. I think what we're seeing 

right now in the short-term markets--and apparently it's seen 

every year at tax time, this has just been a higher and 

sharper change --  
MR. MOZILO: Well, it's inverted. 

MR. CARLSON: Well, I'm thinking about tax-exempt 

floating rates have spiked more than they usually do and they 

haven't come down yet. But the way I look at that is that in 

February our tax-exempt floating rates were below two percent 

BO now they are over five percent. 

the wash is the thought, it has over time. 

And it all comes out in 

MS. PARKER: Ken has under the Report tab the most 

recent report on the bond sale we have just done. We are 

eontinuing to use the services of the swap advisor that we 

nad hired, Peter Shapiro, and his company, last year. I know 
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that the ability to do swaps with our most recent deal was we 

were able to --  Wasn't the figure $18 million, Ken? 

MR. CARLSON: Yes, that's correct. 

MS. PARKER: Of essentially reduced costs to the 

Agency. Which allows us, in a sense, to be able to keep our 

rates down in an increasing rate environment. 

look at every transaction that we're doing these days to 

figure out what is the best combination of fixed and variable 

rate products and essentially use the benefit of the 

advisors, both our underwriters and our swap advisors. 

MR. MOZILO: Thank you very much. 

CHAIRMAN WALLACE: Carrie. 

MS. HAWKINS: Yes. I believe I support this 

We essentially 

resolution, however, I would like to follow up on Angelo's 

point because I think we always need to be sensitive that we 

do not compete with the private sector in anything that they 

can do. That we should concentrate on the things that the 

private sector can't do as well as we can for the market. 

RRgelo, is there any issue with the mortgage bankers and 

Pannie Mae as far as only offering this to public housing 

agencies? Do you think that would be -- 
MR. MOZILO: No. I mean, if that was an option I'm 

6ure that mortgage bankers would object to it, but they don't 

have that option it seems to me. So be it. 
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MS. PETERSON: I have a point of clarification, 

mainly, and that is that by adopting this resolution we are 

authorizing changes to the existing financing mechanisms. 

But I would assume that whatever both borrowing mechanism is 

used and purchasing mechanism is used that this would come 

back to the Board for a vote at a subsequent meeting. 

that correct? 

Is 

MR. SCHERMERHORN: That is correct. If there is 

going to be a transaction around this we will bring it to the 

July Board Meeting. 

MS. PARKER: Let me just add. Obviously, I think 

what Ken and the staff were proposing to do here is to give 

us some additional tools in the tool chest. We're not going 

to be moving forward on any of these without substantially 

greater discussion. 

I think Dick may or may not touch on this when we 

do the Business Plan but we have hired consultants to help us 

with the acquisition of this 236 portfolio. 

at a number of these kinds of financial transactions. We are 

in communication with the Treasurer's Office and his staff 

abput a number of these options. 

point in time it is as much of anything as getting a feel 

We are looking 

I think at this particular 

from the Board about their ability to have us look at these. 

But we're a long way from, you know, going,headlong into any 

of these at this point in time. 
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risk management profiles and choices that are being made 

substantively. And that this certainly is not intended here 

to create a burden on the Board. Members of the Board could 

volunteer for this committee to take on the additional time 

responsibility. 

But when we come back with specific applications, 

which may be part involved in opportunities like this August 4 
1st opportunity which is coming upon us pretty quickly, this 

will create a foundation where the Board will have the 

comfort to strongly and aggressively continue to support the 

staff in the initiatives we so much want to see carried out. 
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CHAIRMAN WALLACE: Bob. 

MR. KLEIN: f would like to make a motion for 

approval. But since we're looking at it, conditioned upon 

that motion, including a provision for establishing of a 

subcommittee of the Board that will work with the staff to 

understand the programs substantively. To understand the 

And certainly Peter Shapiro is an Outstanding 

advisor and Ken and his staff have done an outstanding job, 

as has the Agency staff in general. 

into areas here, very significant areas, on the risk 

management and staying uncovered in some of these positions, 

where we will have problems at times with unexpected yield 

changes. 

last couple of weeks, for example. 

But we are going to get 

Unprecedented changes like we've been seeing in the 

That we need to be 

66 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

prepared as a Board to know that there will be these problems 

but we have looked at them and we are comfortable land we can 

continue through them with strong support for the staff. 

CHAIRMAN WALLACE: Bob, that‘s too long a motion 

for me to - -  
MR. KLEIN: The motion is specifically that I move 

approval with the inclusion of a Board committee which will 

volunteer to commit additional time to work with the staff 

for a technical understanding of the risk in financing 

mechanisms we are using. 

MR. MOZILO: Mr. Chairman. Could you withhold your 

motion for a second? 

MR. KLEIN: Yes. 

MR. MOZILO: Just so I can get a sense of history. 

Has there ever been a subcommittee of the Board, to anybody’s 

knowledge, in the past? 

MR. SCHERMERHORN: Yes. 

MS. PARKER: Mr. Mozilo, there is a subcommittee 

that exists -- 
MR. SMERMERHORN: Not for this purpose but there 

was for programs. 

MR. MOZILO: For other purposes there has been a 

subcommittee. And two, can I get a sense of the -- 
MS. PETERSON: Dick, why don’t you -- LaVergne, you 

want to provide a little history? 
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MR. LaVERGNE (FROM THE AUDIENCE): Yes. In the - -  
CHAIRMAN WALLACE: Dick, come on up to the 

microphone. 

(Tape 1 was changed to tape 2.) 

MR. LaVERGNE: Up until the late 80's --  
CHAIRMAN WALLACE: 

MR. LaVERGNE: My name is Richard LaVergne, I'm 

This is Dick LaVergne. 

Chief Deputy for the Agency. 

was a financing subcommittee of the Board that did 

essentially what is being discussed today. 

met prior to the full Board, although there are a number of 

other alternatives on how to do that. 

first time that such a subcommittee was -- 

Up until the late 80's there 

That committee 

This would not be the 

MS. PARKER: And currently there exists another 

subcommittee which is the committee on insurance, which does 

meet periodically after the Board meeting. 

MR. MOZILO: Can I just get a sense from the staff, 

and from you, Terri, of how you feel about that? Do you 

consider that a supportwintrusion? What is your sense? 

MS. PARKER: Mr. Klein's suggestion or having - -  
MR. MOZILO: The subcommittee that has been 

proposed. 

MS. PARKER: Actually, what I was going to suggest 

to offer to the Board Members: What I would like to do is 

actually take a little time after this Board meeting and meet 
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with many of you to get your input on what exactly you would 

like this committee to be. 

accomplish and how it would function. In that sense, would 

it be a subcommittee that, as LaVergne has suggested, met 

previously in the past prior to a Board meeting. 

What you would like to have it 

1 

I know that when I sat on STRS for a number of 

years STRS had a subcommittee which was the investment 

committee. 

were interested in the investment committee so it met at a 

separate time but all the Board fhembers sat on it. 

And in that particular case all the Board hiembers 

So I guess what I would like to do is come back and 

get a sense of what the subcommittee would do and then what 

the interest of the Board Members would be. What they would 

see as to how it would be utilized and function. Then offer 

that to the Board for a little bit more discussion before we 

settle on a prescribed task and function on how it would 

work. To give you a little bit better feel. 

MR. MOZILO: I think what Bob's proposal is, I 

think, to have a subcommittee, let's assume that it's have a 

subcommittee, or focus through a subcommittee on this 

particular issue. That's really what I think he has proposed 

here, without getting into the specifics of how it would work 

m d  how it would meet. How does that -- How would a proposal 
like that sit with you at this juncture? 

MS. PARKER: You know, I think, again, if the 
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1 
committee feels that this is useful for them staff will be 

responsive. Clearly, the Board has to act, not only in 

setting our philosophy but also the due diligence and has 

fiduciary responsibilities. 

we would want you to be comfortable in having the appropriate 

I think we would recognize that 

amount of knowledge and expertise in order to be making these 

kinds of fiduciary decisions. You have to vote. Your names 

go on the record and we want to make sure that you are 

comfortable. And I think Bob is correct. And, Mr. Mozilo, 

you said, we are entering into more and more complex kinds of 

financial arrangements, frankly, in order to be responsive to 

make deals happen in California. 

I think we would not be responsive in that sense as 

staff if there were an uncomfortability among the Board 

Members that they, in order to serve in their role, didn't 

have enough information. 

So in that sense I don't see it as putting something on us 

that would be some kind of burden, I think that's our 

responsibility. 

We clearly want to be responsive. 

MR. MOZILO: Okay, thank you. 

CHAIRMAN WALLACE: With that in mind let me suggest 

that the Chairman should make the appointments. And I think 

we probably should do this, at least on an interim basis, for 

maybe a year or so. 

then we can evaluate it. So my sense is that I should 

See how it goes, see if it's positive, 
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probably appoint three members. 

MR. MOZILO: I think we have to have a motion. 

CHAIRMAN WALLACE: I'm not going to do it. I'm 

floating a trial balloon. 

MR. MOZILO: I see. 

MS. PARKER: Do you want to do this today? I'm 

just suggesting --  Dick, I don't know enough about how it 

functioned in the past. I would be a little bit more 

comfortable to go back and find out a little bit more 

information about how it functioned and report that back to 

the Board, perhaps at the next meeting. Is that --  
MR. KLEIN: Well, whether it's three or five 

members, I don't think we need to decide on that today. 

I would think we could give the Chairman authority based upon 

the staff's investigation, to carry it out. 

But 

CHAIRMAN WALLACE: That's fine. Are you 

comfortable with that, Dick? Ken? 

MR. CARLSON: Oh, sure. 

CHAIRMAN WALLACE: Terri? 

MS. HAWKINS: 1'11 second that. 

CHAIRMAN WALLACE: Why don't you give me, which I 

probably already have inherently, the authority to appoint a 

committee on this issue after discussion with the staff. And 

we'll come back with a specific proposal, I hate to say this, 

at the July meeting, because you're about to hear it's a 
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horrendously long agenda anyway. 

you would then amend your motion to --  
But we will do that. So if 

MR. KLEIN: Mr. Chairman, I will amend my motion to 

directly give the Chairman the authority to investigate with 

staff the size of the subcommittee and the procedures the 

subcommittee will follow in carrying out this responsibility 

in creating the subcommittee and its reporting relationship 

with the Board. 

MS. HAWKINS: And 1/11 second that. 

CHAIRMAN WALLACE: Okay. And that's concurrent 

with the motion, Bob --  

4 
MR. KLEIN: Yes. 

CHAIRMAN WALLACE: --  to approve Resolution 00-12. 
MR. KLEIN: Incorporated in that motion, yes. 

CHAIRMAN WALLACE: Correct, Carrie? 

MS. HAWKINS: Yes. 

CHAIRMAN WALLACE: Okay. On that motion is th 

any further discussion? 

re 

MR. BEAVER: I have a comment, Mr. Chairman. Just 

so everyone knows, that committee's deliberations would be 

subject to the open meeting rules. 

CHAIRMAN WALLACE: Fine, I don't think we have a 

problem with that. 

some volunteers, or people who have interest. At the end of 

the meeting if you'll come and mention that to Terri or to me 

And let me just make a comment. I'd like 

4 
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that will help us move this along. Everybody got the sense 

of what we're trying to do here? 

MR. BEAVER: I just have another cautionary 

Deliberations among Board Members about how this comment. 

committee would work probably should be on the record. 

the sense that we're talking about -- 
I get 

MR. KLEIN: Is that three members or more? Is that 

what you're saying? 

CHAIRMAN WALLACE: You can't have -- 
MR. BEAVER: I have the concern that what the 

Chairman was asking for was an opportunity for Board Members 

to come and offer their comments about how the committee 

should be set up. And I just wanted to caution that - -  
MS. PARKER: Dave, do I have the authority to speak 

with Board Members on a one-on-one basis about what they 

would see would be important to them to have the subcommittee 

accomplish? 

MR. BEAVER: It moves into a dangerous area. If 

you are going to talk to one or two Board Members maybe that 

would be okay. 

MR. KLEIN: Can I ask for clarification? My 

impression was that boards had the ability to talk about 

procedural matters when they're not making substantive 

decisions. They are not' affecting the economic interest of 

any party, they are not making substantive decisions. They 
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are talking about topics, they are talking about who has the 

time to volunteer. Those things, my understanding, can be 

discussed outside of those limitations. 

MR. BEAVER: That is not really my understanding. 

I think the creation of a conanittee, the deliberations 

concerning that are matters that would fall within the open 

meeting rules, would be my view. 

MR. KLEIN: Well, the deliberations concerning the 

creation of the committee have already occurred. 

merely setting the agenda and/or the topics to be covered and 

procedures. It’s not - -  

This is 

CHAIRMAN WALLACE: Who wants to serve? And we’ll 

fieal with that. 

MR. KLEIN: Okay. 

CHAIRMAN WALLACE: I understand your concern and I 

believe we can deal with that. 

MR. KLEIN: Okay. 

CHAIRMAN WALLACE: If I have to we‘ll deal with it 

3n the record at the next meeting. 

MR. KLEIN: Okay. 

CHAIRMAN WALLACE: But in the meantime I‘d like an 

indication of people who might be interested in serving. 

t clearly understand you would be, Bob. 

And 

MR. KLEIN: Right. Right. 

CHAIRMAN WALLACE: I’ve read the tea leaves and I 
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sense that. There's a couple others that I would encourage. 

My sense is, on the record, that we need about a three 

member--I'm not committed to it--but we need three members 

rather than a committee of the whole, for example. Things 

like that. So I think we can effectively deal with it and 

not violate the Brown Act. Okay? Yes, Julie. 

. MS. BORNSTEIN: Not to beat this point to death; I 

concur with the advice of our counsel. But just one issue 

for you to consider, Mr. Chairman. If we had a three member 

subcommittee then two people of that subcommittee would be a 

quorum and I would suspect then that those two people would 

be subject to the open meeting laws as a quorum of a 

regularly constituted sub-body of this body. 

suggest perhaps a larger number on that subcommittee so that 

the simple meeting of two Board Members who might happen to 

be on that subcommittee doesn't constitute a quorum. 

not sure if counsel agrees with that interpretation,but I 

flould be worried about a quorum of a regularly constituted 

So I would 

And I'm 

sub-body. 

MR. BEAVER: Yes, that's an interesting point. 

3bviously, the larger the subcommittee the larger the 

threshold that you would have to cross before it becomes a 

neeting problem. 

MS. BORNSTEIN: I would recommend perhaps instead 

D f  three, maybe five. 
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CHAIRMAN WALLACE: I'm not committed to anything, 

I'm just giving you some for-instances. 

with legal counsel before we bring back the recommendation to 

And we will consult 

you. 

MS. BORNSTEIN: Thank you. 

CHAIRMAN WALLACE: Steve, isn't this fun? 

MR. NISSEN: It reminds me of a prior incarnation. 

The State Bar had its own open meetings act. 

MR. MOZILO: The thing in common is there are too 

(Laughter). 

many attorneys involved. 

MR. NISSEN: You have an --  Pardon? 
MR. MOZILO: The thing they had in common, there 

were too many attorneys involved. 

MR. NISSEN: I'm not arguing with you. 

CHAIRMAN WALLACE: Hearing all this valuable input, 

we will come back to you at the next meeting with some 

recommendations. But first things first. Is this something 

we want to do? 

else want to speak to the motion? 

further discussion, secretary, call the roll. 

There's a motion pending on the floor, anyone 

Hearing and seeing no 

MS. OJIMA: Thank you, Chairman. Ms. Peterson? 

MS. PETERSON: Aye. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Aye. 

MS. OJIMA: Mr. Czuker? 

76 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MR. CZUKER: Aye. 

MS. OJIMA: Ms. Easton? 

MS. EASTON: Aye. 

MS. OJIMA: Ms. Hawkins? 

MS. HAWKINS: Aye. 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Aye. 

MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Aye. 

MS. OJIMA: Mr. Wallace? 

MR. WALLACE: I was waiting for Bob to vote no but 

I'm going to vote yes on it. 

MS. OJIMA: Thank you, Mr. Chairman. Resolution 

00-12 has been approved. 

CHAIRMAN WALLACE: Resolution 00-12 has been 

approved, thank you. And thank you, Bob, and Board, for your 

indulgence. 

SOLVTION 00-12 

So with that we move on to Item 7, which is the 

Business Plan. And to kick that off I'll ask for Terri to 

give her opening remarks. 

MS. PARKER: Thank you, Mr. Chairman. Now that we 

have discussed the financing portion of this we are going to 

move into, basically, the Business Plan, which lays out and 

operationalizes for the staff what we would have as our goals 
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and objectives for the next five years. I think I pretty 

capsulized my comments in my letter to you all.. We think 

that this is a very aggressive Business Plan and appropriate 

of starting our next 25 years of operation. It's almost $8.8 

billion in totality over the five years, which is an increase 

over the Business Plan that we adopted just a year ago of 

$7.1 billion. I think it's important to note that those 

numbers are larger goals,but the Agency continues to be more 

successful at meeting the targets we set for ourselves. 

When the Board adopted the Business Plan last year 

that created the first year of implementation, the year that 

we're in, single family had a goal of $1 billion; we will 

meet that. It had a goal of $155 million for multifamily; we 

will meet that and exceed that 125 percent. 

side it had a goal of $385 million; we are projecting to be 

68 percent of that goal. 

of years ago we were barely in the teens of meeting our 

objective. 

Durselves but ones that we believe are achievable. 

On the insurance 

Which if you recall, only a couple 

So we continue to set aggressive goals for 

In addition to the production side that we will go 

through for single family, multifamily and insurance, we will 

also talk a little bit about our operational budget. Jackie 

ail1 do a presentation on that. It does have a 12.2 percent 

increase but, basically, 75 percent of that is statutorily 

Sriven because of salary increases that are required. And 4 
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since we are growing we need additional space. We can 

certainly -- And Jackie will be able to go through and 
articulate where all those dollars are. 

The last three points I want to leave you with 

before Dick and John go into their presentations are: 

is not in any way a status quo, even though some of these 

numbers do continue over the period of time. The numbers 

that we will have here will have additional risk on the 

Agency in order to be achieving these. 

assumptions that we have had to make which will, obviously, 

be predicated on what happens in the market, what happens 

with private activity bond, what happens to, essentially, 

whether we have products that frankly will work in the 

dynamics that the state will be seeing in the next five 

years. 

This 

There are a number of 

The second thing about the Business Plan is it is 

not meant to be a static plan, it will be a dynamic plan. 

There are a number of things that are happening in the state 

and at the federal level that will impact the Agency. 

don't have enough detail in order to incorporate them into 

the Business Plan but I have listed them. 

We 

We are on the threshold of the state enacting 

legislation which could give additional responsibilities that 

we think are appropriate to the Agency to do, whether it be 

to do a down payment assistance program for teachers, whether 

7 9  
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it be to do a down payment assistance program in greater 

amounts for first time home buyers. 

many of those activities and we will be coming back through 

board resolutions when we have more infoxmation to make 

We may be a player in 

amendments to this Business Plan to essentially take on and 

play a role in helping the home ownership and rental housing 

programs to the extent that we can to the state. 

The last comment is, as we have made mention in our 

previous Board meeting, and it's in the minutes, the staff 

have really challenged themselves to look at our goals and 

objectives based on maximizing public benefit. 

theme. We are measuring everything against that, whether it 

be home ownership programs, multifamily programs, and even in 

the insurance area. When someone comes to us,that is our 

question and it has provided great clarity for the staff in 

our discussions. 

customers that being challenged on public benefit not only is 

appropriate, but where the focus should be for all of us. 

That is our 

* (  

And I think that we are hearing from our 

So with that I will turn it over to the staff for 

the presentation of the Business Plan. 

MR. SCHERMERHORN: Well, if this works we'll start 

with single family. 

(Video presentation of project begins.) 

Our mission in single family is to make financing 

4 Dpportunities available to very low, low and moderate income 
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first time home buyers. Our objective is to provide those 

first time home buyers with supportive mortgage financing and 

to achieve equitable distribution of our loans throughout the 

state and between new construction and resale. 

The strategies for the new Business Plan that we're 

looking at is to continue providing the long-term, fixed 

rate, below market first mortgage that is the primary product 

that we offer. To continue providing the tiered rate 

structure for low and moderate income. As you recall, last 

year we introduced that and it's been very successful in 

achieving a number of our objectives. 

basis point spread between the low income rate and the 

We currently have a 75 

moderate income rate and I'll show you some more specifics of 

that here shortly. 

We are also, from a strategy standpoint, continuing 

to assist very low income and low income with supportive 

programs such as the Affordable Housing Partnership Program, 

which is the program in which we offer a 25 basis point 

reduction to the borrowers who have locality down payment 

assistance support coming in with the transaction with us. 

Also our 100 percent loan program. 

Nonprofit Housing Program, Rural Development Leveraging 

Program are things that we are using to support this 

activity. Also, we want to maintain the statewide lender 

network with our financing available on a year-round basis. 

The Self Help Builders, 
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This was the goal for this year, $1 billion. We 

started with our reservations. As you may recall, at the 

beginning of the fiscal year last year we were coming out 

from under a substantively constrained scenario in which we 

had much greater demand than we had resource availability for, 

so our reservations started at an abnormally low level and 

over the time we were able to pick that up. 

this curvature to occur here because as we neared the end of 

the calendar year we were looking at what it would take to 

aake this number here. 

We allowed fo r  

This reservation push in here has put a sufficient 

pipeline in that we will be able to loan-purchase a 

sufficient amount to make this particular bogey. We have an I 
xror margin of about one-half of one percent at this point 

in making that right there. This line is our loan purchases 

:o date. What will happen as we go into the new fiscal year 

low is the loan purchase line is making a little push at the 

End of the year and then it will drop back to just underneath 

w r  reservation. 

Since loans that we are reserving today won't be 

wrchased until next fiscal year that means that our activity 

rill be starting to count for our next fiscal year's program. 

le are starting at that point right now at about the 

resenration level we want to be. We may need to constrain it 

L little bit more but we're pretty close to where we want to 
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be at this juncture, assuming some of the characteristics for 

next fiscal year. 

are starting off this year in really good shape to continue 

with our activity. 

That's what we have accomplished and we 

Our activity that we are looking at is a 

maintenance of the $1 billion production level on an annual 

basis in the Five Year Plan. we look fine from a resource 

support standpoint to do this next year. 

years it will become more challenging because our ability to 

recycle will be dwindling. 

likely that we are going to need a higher level of private 

activity bond support in order to make this production level 

if that is to be maintained. There are obvious unknowns at 

this juncture, just how much leveraging and in what fashion 

are we going to be able to accomplish it. But for plan 

purposes we think, given what we see in the foreseeable 

future and the need for affordable housing, that this is a 

In the subsequent 

It is at this juncture most 

legitimate objective to have on the table and work towards. 

In support of that, the Mortgage Assistance Program 

under our Housing Assistance Trust Fund auspices. 

recall last year the Business Plan had a total of $25 million 

spread $5 million a year. We came to the Board in January to 

revise that. In effect, collapse that $25 million into a two 

You may 

year period because of the high demand that was occurring in 

the use of our down payment assistance to make the 100 
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percent loan program. We have re-looked at what resources we 

have available; 

What may be happening--and I stress may, we don't 

know what's going to be happening in the next couple of 

years. You are all probably aware extensive discussions are 

taking place with the Administration and with the Legislature 

and at local levels about more down payment assistance 

because many folks are coming to the conclusion that when it 

comes to providing affordable home ownership that down 

payment assistance is the single-most impactive form of 

assistance that you can put out on the street right now. 

Given that, for this coming fiscal year we would 

like to maintain the $15 million level. Then we propose to 1 
phase it on down in anticipation of the possibility of other 

resources coming into play. The fact that we have got - -  
This aggregates to a $50 million figure so we are proposing 

to double our amount of mortgage assistance over a five year 

period from the previous plan. 

take a look at what is going to hagpen this coming fiscal 

But we want an opportunity to 

year and see just how much of this is going to be needed in 

the out years. And obviously, we would revisit that as 

needed during the coming fiscal year and, of course, at next 

tear' IS Business Plan review. 

Self Help Program. We have maintained $2 million 

i s  the development loan level for some time. It is a niche 
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program. 

meet with them annually. 

million level this year. 

applications in the pipeline for it, it's their, for various 

reasons, their processing of this product which takes 

extended periods of time to get their deals put together 

isn't going to make a June 30 cutoff date. 

have at least $1 million worth of it early on in the coming 

fiscal year because we have got about $3 million worth of 

applications in the pipeline right now. So the Self Help 

Program we're recommending to continue in that particular 

level. 

It is very helpful to our clients out there. We 

We are not going to make a $2 

Not that we don't have the 

We'll probably 

I mentioned the tiered interest rate structure. 

Today this is what our tiered interest rate structure looks 

like on the street. Our vanilla rate is our low income rate 

statewide and that's currently at 7.5. AHPP, which I 

mentioned, gets a 25 basis point preferential rate if there 

is locality down payment assistance accompanying the loan. 

rhis product is not available for moderate income. The 75 

Dasis point spread produces an 8.25 rate for moderate income 

right now. In the high cost areas we propose to maintain the 

rate differential, the 25 basis point rate differential that 

ue have been using for some time now so that the low income 

rate currently in the high cost areas would be at 7.25 and 

tor an AHPP loan 7 percent. 
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I'm going to skip, if you were following in the 

Board package. 

actually follows multifamily but I want to put it in here 

because the bulk of this activity tends to be -- and right 

The HAT loan and CAP program discussion 

off the bat I have an exception but quite a bit of what we're 

talking about is single family oriented. We have HAT Program 
support. You'll see in the Business Plan it's a little bit 

different from how we have done it in the past. 

There is HAT Program support that we have 

specifically to either our single family or multifamily 

programs that is identified in the single and the multifamily 

program discussion. For instance, the Mortgage Assistance 

Program we just talked about is a specific single family 

program support use of our HAT funds. 

multi-programmatic. 

Dr they may be a combination of the two. 

These HAT programs are 

They may be single or they may be multi 

As an example, the HELP Program, probably our most 

recent, innovative product on the street, is a loan to 

locality program where we do not dictate the program 

structure. 

ft year with our $10 million request for submissions --  and 
Qe're getting on average somewhere close to two-to-one 

requests for the amount that we put on the street. 

saying to the locality, you identify what is your housing 

?riority, what public agency established that priority and 

What we say to the locality when we go out twice 

We are 
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what is this program that you are going to use this money for 

that directly produces affordable housing consistent with 

that local priority. That in a nutshell is the essence of 

the application that they have to submit to us. 

It has been running about three-quarters support 

for multifamily, there have been some single family support 

proposals that have come in, but we have been fully 

subscribed on this program. We have put out $30 million to 

date on the program. It was originally conceived as a five 

year program; we are finishing the second year of it. The 

$30 million has been fully subscribed, we have another $10 

million that we are in process of considering right now. 

It's over-subscribed so it will be fully utilized. 

June 30 we will have the $40 million that we had planned for 

So by 

the first two years fully utilized. 

extend, to continue with the program for the full five year 

We are proposing to just 

period of this Business Plan. Clark. 

CHAIRMAN WALLACE: We've got a question. 

Mr. Mozilo. 

MR. SCHERMERHORN: Yes, sir. 

MR. MOZILO: Dick, two questions. One, what is 

driving the down payment issue? Is it FHA's three percent 

down requirement or the GSE's down payment requirement? 

is there a down payment requirement? 
Why 

CHAIRMAN WALLACE: Why is there a down payment 
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requirement? 

MR. MOZILO: Yes. I asked you first. (Laughter). 

MR. SCHERMERHORN: I was making sure I understood 

the question. 

way. 

1 don't think anybody has asked it to me that 

MR. MOZILO: Yes. Well, because you are having to 

give the subsidy for the down payment. 

MR. SCHERMERHORN: Because the lending mechanisms, 

by and large on the street, are not 100 percent loans. 

MR. MOZILO: That's it. What's driving it is 

outside of the Agency. 

MR. SCHERMERHORN: Yes. 

MR. MOZILO: The requirements outside of the 

Agency. 

the agencies on eliminating the down payment? 

absolutely right, the down payment is the biggest barrier 

that the low income borrower faces, by far. 

reason for a down payment. 

three percent. 

tell you that from 50 years of doing-this, it makes the loan 

Is there any effort being made, Dick, to work with 

You're 

But there is no 

There is no justification for a 

I can It doesn't make the loan any better. 

no better. 

to get the guarantors, the FHA's and GSE's, to eliminate for 

And 1 was wondering if there is any effort to try 

this category of borrower, the down payment. Because we 

would be able to leverage those dollars a lot better if we're 

not in that category. 
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MR. SCHERMERHORN: Yes. We don't have any 

organized effort on our part other than what John has been 

trying to do from time to time from an insurance standpoint. 

MR. MOZILO: Yes. 

MR. SCHERMERHORN: But from a program standpoint, I 

mean, the reality is we're just not an impactive entity 

against an FHA or the commercial lenders. 

MR. MOZILO: But the collection of the housing 

agencies are. 

issue that would be raised by the association of the housing 

agencies. To raise that level of sensitivity. We have been 

trying to do this for years. 

It used to be 20 percent, then it went to 10. 

I just would suggest that that might be an 

We've been whittling it down. 

MR. SCHERMERHORN: Yes. 

MR. MOZILO: Then 5, so we're getting there. 

M F t .  SCHERMERHORN: Okay. 

MR. MOZILO: But certainly I think it would be a 

uorthwhile effort on the part of the association. 

second, I just want a clarification on the Self Help. 

that a development loan to developers? 

And 

Is 

MR. SCHERMERHORN: That is a development loan to a 

nonprofit developer to help them get the land acquisition and 

:he project organized. 

nake commitments on the take-out loan to that developer for 

palified borrowers. 

And then on the back end of it we 

89 



- 793 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4 
MR. MOZILO: Thank you. 

CHAIRMAN WALLACE: Bob. 

MR. KLEIN: On the HELP Program and on the Mortgage 

Assistance Program, particularly the down payment assistance 

portion. 

the borrower to help them get the money and when they resell 

do they pay us back that loan? 

get a start and create a revolving fund or is it a grant? 

And the same question applies to the HELP program. 

Is the down payment assistance portion a loan to 

Are we trying to help them 

MR. SCfIERMERHORN: Okay. We don't do grants, it's 

a loan. 

sleeping second until there is title transfer, then at title 

transfer the loan is required to be repaid. 

In the case of the Mortgage Assistance it is a 

In the case of 

the HELP program it is a loan to the locality and we don't 

get involved in the security of whatever program theyare 

doing. 

is borrowing from us.?'hey will repay the loan within the 

agreed upon time frame, no greater than ten years. 

The security is the guarantee from the locality who 

Our Small Business Development Program had in the 

previous couple of years a very low and almost non-existent 

level of activity. 

He won't make quite $2 million of development loan with 

zompensating balance loans this fiscal year, we'll be over $1 

nillion, but we have got over $3 million worth of 

This past year it has suddenly increased. 

spplications working in the pipeline right now for this 
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activity. 

getting into single--mostly single family but a couple of 

small multifamily concepts are on the table right now--or 

nonprofit entities involving small start-ups that are focused 

on producing affordable housing. 

trend that has occurred this past fiscal year and we continue 

to include it in the Business Plan as a recommendation to 

maintain a commitment for that particular activity. 

They are small developers who are interested in 

It's a very encouraging 

So those are HAT programs that span single or 

multifamily activity that we are proposing. 

new category of consideration, the Contract Assistance, 

because what we thought was going to be a one-time activity 

may turn out to be a growing pool of activity for the Agency 

to handle. We call these, CAP'S, they're Contract 

Assistance. 

are coming from some other source and the Agency is being 

We are adding a 

These are programs in which the monies for this 

contracted to administer the programs. 

And in this case the School Fee Rebate Program is 

the most notable recent one for us to do. 

million appropriation for a four year period. 

looks like this is the program started halfway through that 

fiscal year on January 1 so we had to get adjustments to the 

program parameters and it will finish up now the end of this 

calendar year. The way the money is planned to be allocated: 

It was $20 million for the first year, which was a half year, 

It was a $160 

The reason it 
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and then it breaks out $40 mil-lion a year until this last 

fiscal year. 

multifamily in these amounts. This is the amount that is 

available for these programs on an aggregating basis. 

And it breaks down between single and 

In single family there are three down payment 

For those of you not familiar with the assistance programs. 

School Fee Rebate Program the essence of this is the 

developers were concerned they couldn't produce affordable 

housing because of the school fees that they had to pay. 

Between a proposition, l A ,  and' state legislation, SB-50, 

there was $160 million appropriated to be utilized as, in 

effect, a rebate back to those developments that were paying 

school fees. 

Now, in single family there are three programs. 

The first two are what are generally referred to as the 

developer programs and those will rebate the school fees 

above the state mandated level, which is currently $2.05 a 

square foot. It requires school districts to do an analysis 

of their School fee needs and certify that with the state and 

those certified amounts are eligible for rebate. The program 

structure rebates the money direct to the borrower, not to 

the developer, in single family. 

3own payment assistance program, in effect, in which any 

lender in the state can have, with a qualified borrower, 

submits the requisite application to us. 

So that what we have is a 

We cut a check that 
1 
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goes directly to the borrower's escrow account and it becomes 

monies that counts towards them for down payment purposes in 

that account. 

The first program is for economically disadvantaged 

counties, there are 12 of them that meet the statutory 

definition. The second program is the $110,000 sales price 

limit program available statewide; and the third one is a 

first time home buyers program also available statewide. 

There were built-in problems with these, we discovered, as 

the program has been on the street for the last year and a 

half. The $110,000 sales price limit program is too low. 

The sales price is too much of a limit given what's happened 

the last year and a half. 

And in the case of the first time home buyer 

program, what was mandated in the legislation was the use of 

HCD's low income requirements, which is an eight-step chart 

that is by family size, by county, low income. The problem 

is, with those two criteria in place in today's market those 

thresholds are too low to generate the level of activity that 

is going to use $160 million. We submitted proposals. We' 

met with all the affected parties, alerted them that this 

problem was clearly surfacing in our administration of the 

program. 

administration to make adjustments to this. 

sales price limit from $110,000 to $130,000 statewide and to 

Recommendations have been made to the 

To raise the 
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adjust the income limits from low to moderate income limits 

for the first time home buyer program. 

that are pending. 

Final decisions on 

But this is a contract administration program that 

we currently have in hand. 

Terri mentioned atthe outset of the presentation here, there 

are other programs being contemplated and some of them may be 

contracted to CHFA to administer. If so, we will be coming 
back to the Board for approval to do those and they will be 

reflected in our future Business Plan activity. Okay. With 

that, that's the Single Family And Other Program portion of 

our presentation. Ed. 

What is being discussed, and as 

MR. CZUKER: You didn't comment on the multifamily 

bottom line on that chart. 

MR. SCHERMERHORN: I'm sorry. 

MR. CZURER: Could you, perhaps, put it back up, 

please. 

MR. SCHERMEMORN: Yes. I'm sorry. I meant to do 

that, too. 

is a direct rebate to developers. We have a formula that we 

zreated that for X amount of school fee rebate, if they want 

to get the rebate the development has to commit to dedicating 

LA X number of units for incomes at 35 percent of median for 

55 years. 

io one anticipated at the front end. 

The multifamily is a single program in which this 

It started slow. We ran right into a problem that 

1 
There is a tax impact 
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issue that if we rebate the money to the developer it becomes 

a taxable issue. 

We spent some time working with developers and the 

attorneys on what is the best way to deal with this since 

it's a federal tax law issue there wasn't anything we could 

do about that. 

process that they can make a choice. 

We finally fashioned a client-acceptable 

They can either take 

the lump sum day one and deal with the tax issue themselves, 

or, two, we will make a long-term loan and they can deal with 

it. Either way they have got tax issues they have to deal 

with but they have a choice as to which way they deal with 

it. . 

And our activity is starting to perk up on 

multifamily as a result of that and we have been getting some 

projects here f r 6m market rate project developers who are 

coming in for the rebate and committing one to three, 

whatever the formula works out, whatever number of units, in 

what is otherwise not planned to be an affordable housing 

project. They are committing those units in those market 

rate projects for affordable housing purposes. 

having a positive benefit there that we had hoped for but 

So it's 

weren't sure it was really going to happen. 

Okay, now we can move on to --  Are there are any 
other questions on single family or other programs? 

let me see if I can get to you, John. 

If not, 
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Our new plan calls for $1.9 billion over the next 

five years. 

be 100 percent financing in some fashion. It's either a 97 

with a 3 percent silent second or a 100 percent loan, or in 

the case of STRS, a 95 percent loan with a 5 percent silent 

second. 

financing through the entirety of the five year plan. 

Interesting that nearly all of the business will 

4 
So in almost every case we will have 100 percent 

We are a self-renewing fund. We operate on the 

margin and try to extend the limits to which either the GSE's 

will lend and the lenders will facilitate and the rating 

agencies will permit us. Consequently, we have a 

continuation of what we have done in the past. If the 
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MR. SCHIENLE: Good morning, Mr. Chairman, Members 

of the Board. 

three parts. 

a comment on our past year's performance, and then show you 

I'd like to segregate my short discussion into 

One is the new plan for the new five year plan, 

some graphs which show CaHLIF in transition from the old to 

the new. 
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For the short discussion of the past. Even though 

we are not devoted completely to 100 percent financing in the 

past, nevertheless 82 percent of our loans in our portfolio 

have loan to values of 95 percent or greater. 

just three percent of the total market so we're operating in 

That market is 

a very small piece of the market with very low equity. 

Another 17 percent of our loans are in condominiums. 

Over time we have shifted from being an exclusive 

The move CHFA lender to developing markets with the GSE's. 

in this past year has been more dramatic than ever, 85 

percent of our last year's business has been with the GSE's. 

And you can see that in the chart that's up now. 

upward in the most recent past two years has been the 

increased production in the GSE markets, Fannie and Freddie, 

The spike 

and the CHFA business has been slowly declining over time. 

(Ms. Carrie Hawkins exited the 

meeting room.) 

Our business is for borrowers who have very low 

equity, the 100 percent lending, who have low credit scores. 

Those loans that the private mortgage insurance market 

doesn't want. And we do both by extending lower premium 

rates to the buyers. So we give them, in effect, again, on 

the margin, what the private market views as an inferior 

borrower, and provide insurance with lower rates. 

Critical to anything we do is our loss management 
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and our delinquency control. Given that we are operating on 

the margin it is critical to us to have a pattern of success. 

Once we stub our toe and prove that whatever we are doing on 

the margin will result in failure we are dead in the water. 

We can't derive new products, bring new products to the 

market. Consequently, because of our success we are able to 

extend our success into even more new markets with lower 

credit scores, lower equity and lower premiums. The two 

major controls ever us are the rating agencies. If we stub 

our toe and show that a new type product is inferior, has a 

poor track record, the rating agencies will curtail our 

activity there. 

into new territory because they are reluctant. 

And forever we are trying to lead the GSE's 

Finally, the graphs. The first one you j u s t  saw is 

our transfer of production from CHFA to GSE production. 

second one is the resulting portfolio change which shows in 

our portfolio the accumulated, if you will, servicing 

portfolio on the top of our CHFA loans has hit its high point 

and is slacking off as loans are prepaid. Then on the bottom 

we are supplementing that with the loans that we're producing 

ntith the GSE's to aate. 

The 

The last chart is the dynamic portion of all of 

this, which I think is fascinating in terms of what has 

nappened. The lower line, starting actually higher at the 

3eginning. 4 All national mortgage insurers on a national 
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802 

basis, their loss ratio over time. The significance of that 

is that most of those losses have been in California. 

California has been a drag. It actually is the most 

significant piece of the loss ratio on a national basis for 

the mortgage insurers. 

have the runoff of those loans and moved their national loss 

ratio from 70 down into the 'teens for 1999 and it's expected 

to drop a little bit lower next year. 

Which over time now have been able to 

The rating agencies are very concerned with two 

things for the private mortgage insurers. One is that 

because their loss ratio is so low their profit is so high 

that they have begun to be, and have been in the recent past, 

targets of opportunity for, particularly the GSE's who see 

the chance to take risks, and take premium from what the 

mortgage insurers would have had and had more profit. 

there is that going on. 

So 

In addition the rating agencies are very concerned 

with high ratio lending and are, in effect because they are 

big brother to all the profitable agencies in watching what 

their trends might bring, are warning them that the loss of 

premium or the increased expenses they might have to give up 

to the GSE's plus the volatility of high ratio lending on top 

of the past experience in California, they're warning the 

MI'S to hang tough. 

is the MI'S will not move as quickly as we would have thought 

And I think the result of that will be 
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into high ratio lending except for very high credit scores. 

That’s one market they seem to be willing to accept. 

The other line is ours, which is a California-only 

line. We started, and have completed a cycle now, of moving 

in from the 20 percent loss ratio up to 87 percent and now 

back to 20. We are in 

one state. Several markets within the state, but it can move 

That’s a very sensitive ratio for us. 

dramatically for us, much more than for the national MI’S. 

The corollary to that ratio, the loss ratio, really is our 

profit ratio. When we were at the highest of our loss ratio 

we were marginally profitable and now as that has moved down 

we are very profitable. 

profit in our industry. 

there any questions? 

Loss ratios are really a proxy for 

That‘s the end of my comments. Are  

CHAIRMAN WALLACE: Jeanne. 

MS. PETERSON: Probably this is my own ignorance 

but I note that 62 percent of the CaHLIF loans were for 

families below 80 percent of median income. 

R, what the maximum income is, and B, where those other 38 

percent are? And then secondly I also note that less than 

half of the loans were made to minorities and I wasn’t sure 

if there was any specific targeting to communities to try to 

increase that ratio? 

I‘m wondering, 

MR. SCHIENLE: All right. Our statutory limit is 

We try to 140 percent, our practical limit is 120 percent. 
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stay at 120 percent wherever practical. 

achieve the most production if we allow lenders to operate at 

a zero to 120 percent spread. But on the other hand, we have 

in the past coached the lenders that we want to do inner city 

lending. Major city, inner city lending. Then the 

derivative of that is minorities, lower incomes. And because 

we're offering lower credit scores and lower equity the other 

We find that we can 

attributes follow. 

are a niche insurer. 

loans they lose interest. 

We find if we try to target - -  We already 
If we can't allow lenders to produce 

We don't really offer a subsidy to 

the lender, we offer an otherwise uninsurable loan. 

MS. PETERSON: So the answer to the first question 

is that the other 38 percent are somewhere between 80 and 

120. 

MR. SCHIENLE: Yes. 

MS. PETERSON: And to the second is that we don't 

really target specifically to inner city areas. 

MR. SCHIENLE: We do, yes. 

MS. PETERSON: We must be doing some targeting to 

the high-cost counties. 

MR. SCHIENLE: Yes. 

MS. PETERSON: Because we have such a high 

percentage going there. 

MR. SCHIENLE: That's right, we go toward high-cost 

counties and toward inner cities. That's how we describe 
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what we would like lenders to be involved with. 

MS. PETERSON: Thank you. 

MS. PARKER: Jeanne, I think these programs are 

obviously in conjunction with our GSE's, Fannie in 

particular. 

MS. PETERSON: Sure. 

MS. PARKER: They're trying to go after those 

And so f think what John is saying is that while we markets. 

don't specifically go to minorities, indirectly because of 

how we have focused the program that is a group that is being 

served disproportionately. I think one of the things that we 

have talked internally about doing this Business Plan is 

looking at ways to continue to have John be successful in 
I 

meeting his plan goals. 

activities that, in that sense, can further strengthen John's 

ability to have his program be known. 

program is known the more it is used and the more effective 

it is. 

We'll be talking about marketing 

Clearly, the more his 

CHAIRMAN WALLACE: Bob. 

MR. KLEIN: I had three questions. One is, when we 

were at 87 percent loss ratio what'was the average length of 

time that those loans had been outstanding where there was a 

loss incurred? The second was, it's showing that we have 17 

percent of our loans in condominiums. Were a 

3isproportionate amount of the losses in condominiums? I And 
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the third question is, there's a reference in the materials 

today that we are going to increase the percentage of 

condominium lending in order to penetrate the urban areas --  
MR. SCHIENLE: Yes. 

M F t .  KLEIN: --  because of affordability issues, 
which I clearly understand. How will this affect our future 

loss ratios? 

MR. SCHIENLE: Let's see if I have them all. The 

typical peak loss period is about five years after 

origination and in this case the loans that defaulted f o r  

which we paid losses in 1997 were about five years old. We 

were kind of the garbage market for condos. There are a lot 

of FHA loans that would have been insured by the FHA but 

weren' t approved projects and then we get the dropouts from 

there, really. 

MR. KLEIN: And does that mean we --  
MR. SCHIENLE: The condo market is volatile, but as 

long as it doesn't overwhelm us in terms of our total 

portfolio I ' m  not terribly afraid of it. 

MR. KLEIN: Was there a significant 

disproportionality between the condo share of our portfolio 

and the percentage of losses? 

MR. SCHIENLE: There is in terms of severity. The 

severity of loss in the condo market, which is more volatile, 

was greater than, about ten percentage points greater, than 
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4 
detached. So yes, it was greater. Currently going into the 

plan we, because of affordability, we would say that in many 

markets the only thing we can probably hope to insure would 

be condos. 

MR. KLEIN: Yes. 

CHAIRMAN WALLACE:' Any further questions? Okay, 
let's move on. Back to you, Dick, on multifamily. 

MR. SCHERMERHORN: Last but not least let's discuss 

multifamily. 

opportunities available for very low, low and moderate'income 

individuals and families. Our objectives are to maximize the 

Our mission is to make rental housing 

public purpose benefit of these programs; to increase the 

affordable housing stock in California; to facilitate the 

preservation of affordable rental housing; and to address 

unmet needs. 
I 

Our strategies to do that include providing the 

lowest practical long-term fixed rate mortgage. 

strategies trying to accomplish two things. One, we're 

trying to get the longest term of affordability on projects 

chat we finance in our portfolio; and two, we're trying to 

3et the least amount of cost to the project for debt purposes 

30 that we can maximize the amount of affordability in a 

project. 

We have the 

We are planning on continuing to provide both the 

I interim and long-term financing vehicle for at-risk projects. 
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Continue, as an example today, the bridge loan financing to 

qualify projects for the four percent tax credits; and to 

maintain our special needs financing program; and to develop 

wholesale lending opportunities. 

on those. Let's take a look at -- 
1'11 get to the specifics 

The way we are coming at this Business Plan, as I 

discussed with the Board at the last meeting, is to look at 

this in terms of retail and wholesale. In the retail area we 

are continuing our direct lending involvement with for- 

profit, nonprofit and government agencies. We're formalizing 

a wholesale approach to this, providing secondary market 

support in its broadest sense. 

As noted in the narrative in here, it is too early 

to really identify a, quote, 'Five Year *Plan* because this is 

formative. We have an immediate opportunity, we think. 

That's plugged into the first year. 

year we will make additional assessments and come back to the 

Board with additional ideas and recommendations regarding 

this area. Then the HAT program activity that is directly 

supportive of multifamily, the strategy here is that these 

loan funds are used to support our primary lending objectives 

in either of these categories. 

But this coming fiscal 

Let's talk about this year. In the plan this year 

Re had estimated maybe $70 million worth of new construction 

wtivity. This is what we got for commitments on it. A 
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couple of projects, 315 units. We have structured 

preservation to be inclusive of our interim financing 

program, our permanent financing for preservation, and the 

rehab program which addresses the hroader definition of 

preservation as the Agency applies it, which is, the co- 

option of any existing unit for affordable housing pukpose. 

Interim and permanent are more narrowly focused on just the 

at-risk projects that are out there. 

So as you recall, after last year's Business Plan, 

last summer we came back to the Board about the interim 

financing program. 

that this was a needed and workable vehicle for us. We took 

the $20 million that w e  had in the Business Plan and said, 

okay, here is where we would like to apply this, and we did. 

We got $24 million-plus of interim financing activity that 

the Board approved this past fiscal year and that is included 

by and large in the permanent amount. 

double count this over here on units and projects. 

Which we had met the industry and decided 

That's why I didn't 

But the combination of our interim and permanent 

Einancing for at-risk preservation purposes was for eight 

projects, 1430 units. Actually, we add to that today the 

$12,074,000 in permanent financing activity. 

three projects get added. 

today's actions, so it's actually more like $126 million. 

4nd then we had one project that met our broader definition. 

TtJo of the 

This report does not include 
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So in the aggregate what we ended up with--and then we have 

Special Needs. 

activity, obviously, was heavijy focused on preservation and 

rehab activity this past year. The absolute flip of what we 

thought we were going to when we started last spring. 

In the aggregate what happened was our 

It resulted in: Our goal was to do $126 million, 

to include $6 million in Special Needs. 

project surface. And this is subsidy amount, this is not the 

We only had one 

mortgage amount. We had this amount that we were doing here. 

We obviously have surpassed that , and today‘s added $12 
million to this takes us to $167 million and change that the 

Board has committed final commitments on our multifamily 

Business Plan. Resulting in 14 projects now and nearly 2,000 

units supported this fiscal year. Well, hang on. Okay. 

What we’re talking about for the Business Plan this 

coming year is starting at a $200 million level. 

forewarn you right now. 

And I will 

We have 17 projects in the pipeline 

requesting final commitment action at the July Board Meeting . 
All 17 may not make it. But it is likely we will have as 

many projects before you at the July meeting as you approved 

in totality this fiscal year. Plan your agendas accordingly. 

The HAT loan activity. By the by, we are currently 

handling three special needs projects in the 17 that we’re 

looking at for the upcoming meeting. And it will be a range. 

We have new construction, we have preservation and we have 
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4 
special needs in this package coming up. 

HAT loans. We are basically proposing to reduce 

the amount of HAT loan monies that we're committing, in the 

multifamily program specifically. And the reason is, is what 

I was noting for earlier. 

restructuring on the at-risk deals that we're doing we have 

found that we can better utilize other existing resources to 

make those deals work. We will still have an ongoing need 

for bridge loan financing, for transition subsidy support, 

for state/local assistance, etcetera. But we don't foresee 

as high a level of need in this as we have the past year. 

we're looking at doing at about a $20 million level. 

Is that the template of 

So 

This is the wholesale program. When we talked at 

the last meeting we were estimating the number. 

uith this right now is we now have the portfolio list from 

Where we are 

Fannie Mae and that's why the number we now know is the 

naximum amount of the portfolio to be purchased would be $567 

nillion. 

{et. We don't have all of the information on their 

servicers, we don't have the loan expiration dates. 

3on't have this, apparently, on some single database that the 

3eople we're dealing with know about. 

:his from their servicers, we expect to get this shortly. 

rill be instrumental, obviously, in calculating what we may 

)r may want to do. 

We don't have all the information from Fannie Mae 

They 

They are aggregating 

It 

I 
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workable strategy or 

talked to some of my 

agencies W have been 

unsuccessfully attempted 

and can't get them off 

selling the portfolic. 

pricing for that state 

greater than what they 

- 812 

two - -  And I'll tell you right now, I've 

counterparts in other state housing 

cortemplating this. One eastern state has 

to negotiate with Fannie Mae on this 

of their premium pricing kick on 

The problem is that the premium 

agency is their cost of funds would be 

can debt service off of the portfolio. 

109 

tracted with Caine, Gressel and Slater, 

ly qualified both as a financial and 

has extensive experience working with 

ies, and most recently has been working 
I 

with the state of W hington on this very same thing. 

Although their leve of activity is only around $50 million 

the issues are stil the same. We just recently contracted 

them. We have had 1: first strategy sessions with them. 

t much more to report at this point 

to give us,in the next 30 days an 

e the primary issues and options that 

at in pursuing this from a 

t, from a financing standpoint, from a 

standpoint. There are, clearly, from 

with them, a range of approaches that 

w e  might consider. 

ceed, if it appears that there is a 
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MR. SCHERMERHORN: From my standpoint, we're 

jetting the benefit of whatever the information needs demand. 

Ve're dealing with their west coast component but I have --  
MR. KLEIN: A lot of their financing - -  
MR. SCHERMERHORN: But their entire organization is 

* 4  involved in this in a couple of areas. 

But they can't get Fannie Mae's attention to this issue. 

we're hearing similar things from a couple of other state 

And 

agencies who aren't quite as far in the process with Fannie 

as this particular agency was. We have hopes, however, of 

finding a workable solution to this and see if we can get 

there. 

CHAIRMAN WALLACE: What's the likely timing on 

that, Dick? 

MR. SCHERMERHORN: If it's going to work,we will 

have a full proposal to you at the July Board Meeting because 

we --  
CHAIRMAN WALLACE: In addition to the 17? 

MR. SCHERMERHORN: In addition to the plethora of -1 
projects that we will have for your consideration. 

QCiAIRMAN WALLACE: Schedule a two-day meeting. 

Bob. 

MR. KLEIN: In the Caine, Gressel, Midgley, 

and Slater firm, CGMS, are you getting the benefit 

3f the entire firm or just the west coast? 
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MR. KLEIN: 1 Right. A lot of their financing 

expertise is out of their east coast off ices. 

been talking to them.: 

MR. KLEIN: 1 Okay. 

Any? Okay, Dick. 

according to this. 

slide that's true too. 

CHAIRMAN W LACE: 

MS. PARKER: { Mr. 

Yes, I know, Gene has 

Any other questions for Dick? 

I think that just about did it. 

Keep it rolling. It did, 

Yes, according to the blank 

Okay. What's - -  
Chairman, obviously the balance 

of the Business Plan all of the activities of 

the support functions Administration, 

etcetera, all of that If you have some 

questions on the oper tional budget Jackie is here, all the I 
staff are here. I thtnk what we will clearly say again, if 

this activity materializes--particularly from the standpoint 

of the additional act vity if some of these programs that are 

currently being considered by the Legislature materialize--we 

will be coming back not only to impact our production numbers 

but to talk about the administrative and staff resources 

needed to accomplish it. 

t 
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I think, again, unless the Board Members are 

interested in going into the particular areas for which staff 

are here, this is the Business Plan that we have presented 

for your consideration. 

CHAIRMAN WALLACE: An& those areas are pretty well 

spelled out and not dissimilar to what we have seen 

heretofore. 

MR. MOZILO: Mr. Chairman, I move the acceptance. 

MR. CZUKER: I'd second. 

CHAIRMAN WALLACE: Thank you. Any discussion on 

the motion to approve the Business Plan contained in 

Resolution 00-13? Yes, Jeanne. 

MS. PETERSON: Just a short point. I'd like to 

commend the staff and the Executive Director for the Business 

Plan. And to say, particularly for the record, that the 

Treasurer's Office has over the course of the past year tried 

to educate itself to the workings of Housing Finance Agency 

here, and particularly was interested in seeing a couple of 

3oals put forward which have to Bo with preservation and 

special needs. And so I just wanted to give a note of thanks 

that both of these have been recognized and that we hope that 

the goals will be met. Obviously the preservation program is 

porking and is a wild success and it sounds as though the 

special needs is going to be a comer. 

CHAIRMAN WALLACE: We've got three more special 
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needs in July, which is about what we've done heretofore. 

MS. PETERSON: It sounds like the whole fiscal plan 

and goals will be met after the July meeting. 

MR. SCHERMERHORN: No, only half of it. 

CHAIRMAN WALLACE: Bob. 

MR. KLEIN: I would like to say that the staff has 

done a wonderful job in picking up the challenge, on 

multifamily in particular, which was an area that I tried to 

emphasize in the last two or three years. 

appreciative of the tremendous effort. When I hear there's 

17 projects in the pipeline for one meeting I know the staff 

has accepted a huge burden. 

that is greatly appreciated. The tremendous progress the 

staff has made in making multifamily an area where we can 

really perform at a very high level. 

I am extremely 

It is an intensive work period 

CHAIRMAN WALLACE: Thank you, Bob. Julie. 

MS. BORNSTEIN: Thank you, Mr. Chairman. I would 

like to echo the thanks of everyone else and join with that 

to the staff. 

discussions under the state budget, as the Executive Director 

told you about, by the July meeting we ought to know exactly 

what the Legislature and the Governor are going to provide in 

the way of housing funds. 

department at HCD to work in partnership with this Agency and 

we look forward to working together to not only, perhaps, 

I would like to indicate that given the 

It has been a pleasure for our 
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work even more aggressively on this five year plan but to 

carry out a number of other programs. 

good start. 

But it’s certainly a 

CHAIRMAN WALLACE: Thank YOU. 

MS. PARKER: Mr. Chairman, at least one extra 

point, if I could, to indulge you for a moment. I think I 

just want to say, again, that we have reiterated. The staff 

have been working for a number of years trying to figure out 

something that would work in this preservation environment. 

I think no one is more excited about it than, really, us 

under Dick’s leadership, of finding something that is 

responsive to the market. We have people who are essentially 

calling us. I think through trial and error we --  It wasn’t 1 
stumbling across this. 

that will work for us as long as it works within the market. 

That we have actually found something 

But I wanted to add to what my colleague, Julie, 

has said. To the extent that there are additional resources 

for housing that are provided in the budget, particularly to 

help with gap financing and making projects that wouldn‘t 

qualify otherwise, we may be able to see even more of an 

Dpportunity. 

increase that will even add more to the opportunities of what 

can essentially be accomplished Over this five year period. 

And hopefully if the bond cap and tax credits 

CHAIRMAN WALLACE: Well said. Hearing and seeing 

4 
no further discussion on the motion to approve the Five Year 
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Business Plan, secretary, call the roll. 

MS. OJIMA: Thank you. Ms. Peterson? 

MS. PETERSON: Aye. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Aye. 

MS. OJIMA: Mr. Czuker? 

MR. CZUKER: Aye. 

MS. OJIMA: Ms. Easton? 

MS. EASTON: Aye. 

MS. OJIMA: Ms. Hawkins? 

(No response). 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Aye. 

MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Aye. 

MS. OJIMA: Mr. Wallace? 

MR. WALLACE: Aye. 

MS. OJIMA: Resolution 00-13 has been approved. 

CHAIRMAN WALLACE: 00-13 has been approved. 

SOLVTZON 00-14 

Let's move on to the budget. Jackie is here and 

ready. 

MS. RILEY: Good afternoon, Mr. Chairman and Board 

There is very little else I can really add to this Members. 

discussion. As you can all see we have a very aggressive 
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Business Plan. 

our increase in this year's budget are statutorily mandated 

increases. 

that we need and some growing pains space. 

Terri pretty well outlined that 75 percent of 

The rest are really for some additional positions 

We have to have 

more space to accommodate more staff. 

questions I'd be glad to answer those. 

CHAIRMAN WALLACE: 

If there's any 

What are you contemplating about 

the space situation? 

MS. RILEY: Well, fortunately, we have space in 

Culver City. 

some new space in the Senator Hotel building. 

have some space available. 

years left on a firm term lease in that building. 

as cognizant as we are of our growing demands for space. 

There is some concern in the new ownership of the building 

that they really don't want us to get a whole lot larger 

there because when the time comes, probably, for us to leave 

we are their anchor tenant. 

We are pretty muchart ofspace --  we're taking on 

They still 

We are at slightly over four 

They are 

Since most of their leases are of a much smaller, 

two- to five-thousand square foot per client, that would 

leave them with a huge gap. So we have been talking about 

it. If that eventuality happens of us leaving, doing some 

kind of phasing out or something else. So we're starting to 

think about our additional space needs, even though it's four 

years prior to the actual happening. 
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CHAIRMAN WALLACE: And as I recall, we have very 

favorable rates on the bulk of our space. 

MS. RILEY: Yes, we do. 

CHAIRMAN WALLACE: So they're going to be happy to 

see it roll over. 

MS. RILEY: Probably, yes. Although they like us 

quite well, we have been a great tenant for them. 

CHAIRMAN WALLACE: Sure. 

MS. PARKER: Well, at the moment there is some 

additional state office space that has been built around 

there that they actually lost tenants to. 

MS. RILEY: Yes. 

MS. PARKER: So there is a tremendous amount of 

competition around there. 

CHAIRMAN WALLACE: Right. 

MS. RILEY: There is. 

CHAIRMAN WALLACE: Not too soon to start thinking 

about alternative space. 

MS. RILEY: Oh no, we're keeping a close eye on 

what's going on in the area, what buildings are available and 

what the rents are. We're bird dogging it right now. 

CHAIRMAN WALLACE: Okay. Yes, Bob. 

MR. KLEIN: Mr. Chairman, in terms of that 

particular lease. Since we are such an important lease in 

that building, even though it is four years on the 
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alternative, I take it we are going to see if we can get a 

long-term extension at favorable rates. 

factor of the landlord that if he renews the lease now with a 

The uncertainty 

known market, he might be better off at a substantial 

discount. 

CHAIRMAN WALLACE: Somewhere in-between where we 

are now and where they are now, and that's a pretty good gap, 

I believe. 

MS. RILEY: Yes. 

CHAIRMAN WALLACE: Sometimes it's not a bad 

strategy. 

MS. RILEY: Actually, that's what we did the last 

time around. 

year optional renewal. 

have done that early on before our lease expired. 

was at a point in time where there was a downturn in the 

economy and they were really glad to have us re-up at some 

very favorable rates, and that's really what we are enjoying 

right now. 

We entered into an eight year lease with a two 

Which we did pick up the option, we 

And that 

CHAIRMAN WALLACE: At that time. 

MS. RILEY: At that time. 

CHAIRMAN WALLACE: 

MS. RILEY: They were absolutely thrilled. Things 

They were thrilled to have us. 

lave changed a little bit downtown. 

CHAIRMAN WALLACE: Yes. Okay, any other questions 
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for Jackie? 

improvements. 

There's finally some personnel budget 

MS. RILEY: Yes, long overdue. 

CHAIRMAN WALLACE: Thatfs kind of been stacked up 

for most of the last decade. 

MS. RILEY: Yes, absolutely. Some long overdue pay 

raises for our employees, and those are included. From last 

year and those anticipated in September of this year. 

CHAIRMAN WALLACE: Which was tough. The '90's 

weren't easy up there. 

MS. RILEY: No. Hopefully,we are seeing some 

effects of that in our recruitment efforts. -Recruitment 

efforts are beginning to be a little easier for us too. 

CHAIRMAN WALLACE: Bob. 

MR. KLEIN: I didn't understand that comment. 

Certainly we need to aggressively increase our salary base 

for professionals if we can, because in the private sector 

that market, as you know, is red hot. So are we, in fact, 

Cully utilizing our ability to stay competitive? 

reference you just made? 

increase salary? 

What is the 

We had some increased ability to 

CHAIRMAN WALLACE: Yes, yes. There's more money, 

Dbviously, with the state surplus. Plus there was a backlog 

mtil, what, 'last year? 

MS. RILEY: Yes. They were negotiated --  Most all 
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.of our employees are rank-and-file employees subject to 

contracts and those labor union contracts were approved last 

year. 

9.5 percent for staff and coming up in September of this year 

there will be an additional 4 percent pay raise. 

In this current fiscal year.there was an increase of 

MS. PARKER: Bob, but I think where you're going. 

Jackie and I have also talked, and Jackie has actually just 

added a new person to her staff replacing a staff member we 

lost earlier in the year, to go through some of our 

classifications, particularly in the finance, accounting and 

home - -  
MS. RILEY: Underwriting. 

MS. PARECER: Underwriting. To essentially look at 4 
those classifications and see whether or not they are 

competitive for recruitment purposes, given that our 

competition is the market. 

analysis through the State Personnel Board, Department of 

Personnel Administration, if we are able to get any 

adjustments to those classifications. 

Jackie's work plan for the year and we will be ticking those 

classes off one by one to essentially deal with what we think 

we're going to be needing to do from a recruitment standpoint 

in order to be aggressive for the Business Plan. 

Which will require a full 

But it is part of 

MR. KLEIN: I appreciate that because I think we 

have a very exciting program going but with the economy out 
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there drawing people out from the public sector we need to 

support our staff as aggressively as possible. As well in 

the exempt positions. 

to look at our exempt positions and support them to make sure 

that they are competitively compensated. 

I'm wondering if we have the ability 

CHAIRMAN WALLACE: It's limited. It's tough, it is 

not easy. 

all this approved through the State Personnel Board and it's 

not easy. 

You're part of the big mix. You have got to get 

MS. RILEY: Right, it's not easy. 

CHAIRMAN WALLACE: And it's kind of everybody is 

thrown into a big pot and they move kind of --  We don't have 

the discretion to do merit pay in the light that you do when 

you are in private enterprise. 

MS. RILEY: Well, for the past several years the 

Department of Personnel Administration is the entity that is 

responsible, really, for the contracts and for employee 

salaries. They really have not done any comparable salary 

surveys of what's going on in the marketplace, they really 

Eeel that collective bargaining is the tool that drives the 

salaries. That does in some of the areas. 

an indicator for our specific classifications. 

It isn't as good 

MR. KLEIN: But when you go back to --  We have six 
x seven exempt positions. Is that what we have? 

MS. RILEY: We have 11. 
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- 7  
MR. KLEIN: Eleven exempt positions. 

MS. RILEY: Yes. 

M F t .  KLEIN: In those positions I can tell you. I 

know what the reality is today, but at the time this 

institution was launched it was clearly the intent to keep 

those competitive, given this is a self-supporting entity. 

And it was to be viewed distinctly differently in those 

increases and in the process for increases than agencies that 

were dependant on taxpayer dollars. 

So I would hope that we make a special effort, and 

there are some people around that still have that history 

well in mind, to convey to the Governor's Office the message 

that those positions, if we're going to continue to accept 

the kinds of challenges that our staff has in moving the 

multifamily program forward, we have to keep the very best 

people we can, and attract the best people. We need to go 

back to that original philosophy of viewing ourselves 

separately because this is a self-supporting entity. 

MS. PARKER: Mr. Chairman, I really -- 
CHbIRMAN WALLACE: We're going to put you in charge 

of that committee. 

MS. PARKER: I appreciate, you know, and the staff 

out there are ready to line up behind you. 

of the things that we're doing, we're in the process because 

there are so many new folks in Sacramento, of walking through 

I will say, one 

4 
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an educational process of how CHFA operates. 

Bob , as you said, it is a very unique entity in 
state government. And for many people who are new to state 

government, who are beginning to have a sense of how it 

operates, when you then try explaining to them that CHFA is 

unique. 

because that really sort of makes people really concerned. 

I try not to use the word independence too much 

Because we are part of the Executive Branch. But that we are 

different from the standpoint that if we don't create 

business we have no role. 

So we are going through a process of working with 

all of our new colleagues in state government, helping them 

understand what we do. Clearly it is helpful for us because 

there is a number of key people that serve on this Board and 

as we come along through that process and we need to --  if we 
see roadblocks we are going to be trying to pursue avenues to 

essentially accomplish them. 

We are waiting to see whether or not with the new 

salary increases that we have and some of the more aggressive 

recruiting techniques, including the Internet, that 

administrqtive staff are using, that that's going to help us 

with our recruiting efforts. But if it's not we will go to 

the next tier of what we have to do in order to get the kind 

of people we need to do to make the Business Plan work. 

we will keep all of you in reserve if we need you to make 

And 
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special cases. 

CHAIRMAN WALLACE: But I will tell you, having 

headed another department at the state, you have got to be 

cautious how you go about this we're different, we're 

independent and so on. 

do that. 

can. 

not so different too. 

careful and I think they are. 

we approve the budget. 

You can raise some hackles when you 

f think you're handling it as discreetly as you 

While we're different we are sometimes viewed as being 

So we have got to be a little bit 

Having said that, I recommend 

MR. CZUKER: So moved. 

MS. BORNSTEIN: I so move. Second. 

CHAIRMAN WALLACE: Ed and Julie. Any further 

discussion on the motion? 

secretary, call the roll. 

Seeing and hearing none, 

MS. OJIMA: Thank you. Ms. Peterson? 

MS. PETERSON: Aye. 

MS. OJIMA: Ms. Bornstein? 

MS. BORNSTEIN: Aye. 

MS. OJIMA: Mr. Czuker? 

MR. CZUKER: Aye. 

MS. OJIlulA: Ms. Easton? 

MS. EASTON: Aye. 

MS. OJIMA: Mr. Klein? 

MR. KLEIN: Aye. 
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828 
MS. OJIMA: Mr. Mozilo? 

MR. MOZILO: Aye. 

MS. OJIMA: Mr. Wallace? 

M F t .  WALLACE: Aye. 

MS. OJIMA: Resolution 00-14 has been approved. 

CHAIRMAN WALLACE: Resolution 00-L4 is hereby 

approved. Moving to Item 9. 

OTITER BOARD M A m R S  

Are there any other non-scheduled, not agendized 

items from the Board Members or the public? I have 

discreetly forgotten to ask for public input a l l  day long, 

which is mostly CHFA input anyway. Any other items? 

Seeing none, any members of the public, Item lo? 

Hearing and seeing none we will adjourn on a note of the next 

meeting being a three day meeting (laughter). We'll give you 

some advance notice but it is going to be a long meeting, 

there's no doubt about it. It's in Sacramento at the airport 

on July 13. 

there. 

I suggest you plan on spending most of the day 

I wouldn't try and schedule flights out much before 

five o'clock. We are hereby adjourned. Thank you very much. 

Good session, staff and Board. 

(Thereupon the meeting was 

adjourned at 12:30 p.m.1 

--000-- 
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CERTIFICATION AND 

DECLARATION OF TRANSCRIBER 

I, Ramona Cota, a duly designated transcriber do 

hereby declare and certify, under penalty of perjury, that I 

have transcribed two (2) tapes in number and this covers a 

total of pages 1 through 125, and which recording was duly 

recorded at Burbank, California, in the matter of the Board 

of Directors Public Meeting of the California Housing Finance 

Agency on the 11th day of May, 2000, and that the foregoing 

pages constitute a true, complete and accurate transcript of 

the aforementioned tapes, to the best of my ability. 

Dated this 29th day of May, 2000, at Sacramento 

County, California. 

Ramona Cota, Official Transcriber 

--000-- 

126 



831 

THIS PAGE 
INTENTIONALLY 
LEmBIANK 



Date: 26-Jun-00 

Project : Longacres at Seabreeze 
Location: 5720 Carmel Valley Rd. 
C@: San Diego 

Type: Family 
County: sen Diego 

BOnoW8r: Chelsea Inv. Cop. 
GP: pac. sw Corn. ~ e v .  Fi 3 2 
LR TBD 
Program: Taxable 
CHFA # : 00-0024 

1 I I AMI Per Unit 

CHFA First Mortgage 
CHFA Bridge 
Master Developer's Cash 
Other Loans 
AHP Funds 
Donated Land 
Borrower's Contribution 

$1,240.000 
so 

$216,833 
$0 
$0 

$9so,ooo 
$0 

$32.632 
$0 

$5,706 
$0 
$0 

$25,000 
$0 

Tax Credii Eauitv I $3,100,090 I $81,581 
ICHFA Bridae so I $0 

I ~CHFA HAT- i o  I $0 I - -  

r z l  22.5% 
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CALIFORNIA HOUSING FINANCE AGENCY 
Final Commitment 

Project Name: Longacres at Seabreeze Farms 
CHFA Project # 00-0024 

SUMMARY: 

This is a Final Commitment request for a taxable first mortgage in the amount of 
$1,240,000, amortized over 30 years at 8.25% interest. The project, Longacres at 
Seabreeze Farms, is a 38-unit new construction, family project located at 5720 Cannel 
Valley Road, San Diego, in San Diego County. 

LOAN TERMS: SlM rtnagg 

Loan Amount: $1,240,000 

Interest Rate: 8.25% 

Tern: . 30 years 

Financing: e Taxable 

LOCALXTY INVOLVEMENT: 

Neither the City of San Diego, nor the Housing Authority of the County of San Diego 
have funds in the project; however, they do have occupancy restrictions imposed on the 
project as part of the Master Planned Community land use restrictions. Through a Master 
Affordable Housing Agreement and Declarations, Restrictions 8z Covenants, the project 
will be monitored by the Housing Authority and will be required to rent 20% of the units 
to families earning less than 65% of median income for fifty-five years. 

PROJECT DESCRIPTION 

This 38-unit project is part of a 185-lot subdivision and will be constructed in four, two- 
story buildings on 2.3 acres. "bere will be twenty-two, two-bedroom units averaging 907 
square feet and sixtesn, three-bedroom units averaging 1,127 square feet. There will also 
be a one-story community building with a central laundry area, a tot lot, and forty covered 
parking spaces and 39 open parking spaces. The project is within close proximity to 
shopping, parks, and schools. 

. 
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MARiCET DEMAND: 

. The project's primary market area (PMA) is considered to be the community of Cannel 
Valley with an estimated population of 12,238. Within this community there are a total 

,, of 4,840 housing units, of which 75% are owner occupied single family residential, the 
remaining 25% are multifamily units. The majority of the housing development was 
completed by 1988. Demand for moderate priced rental housing is strong with average 
rents in San Diego County at $857 per month with a 99% occupancy rate. Rents have 
incmased over 14.2% in the past year. 

HOUSING SUPPLY: 

There are approximately 1,013 rental units in the Cannel Valley area, with an average 
vacancy rate of less than 18, and average rents of $1,183 per unit. With the surrounding 
housing being primarily upper end single family homes, Longacres at Seabreeze Farms 
will provide a much-needed affordable rental housing option. There is no new or 
proposed residential construction within the area. 

Rent Differentials (Proposed Rents vs. Market) 

Subject Market Difference Percent 
Rent Level Property Rate Avg. Btwn Market of Market 

45% $493 $1,220 $727 40 6 
50% $553 $1,220 $667 45 % 
60% $674 $1,220 $546 55 % 
65% $734 $ 1,220 $534 60% 

45% $567 $1,500 $933 37 8 
50% ' $637 $1,500 $863 42 % 
65% $846 $1,500 $654 56 % 

Two Bedroom 

ThreeBedmm 

OCCUPANCY RESTRICTIONS: 

CHFA: 20% of the units (8) will be restricted to 50% or less of median income. 

City of 
San Diego 

TCAC: 

20% of the units (8) will be restricted to 65% or less of median income. 

37% of the units (14 ) will be restrid to 45% or less of median income. 
40% of the units (15 ) will be restricted to 50% or less of median income 
05% of the units (02 ) will be restricted to 60% or less of median income 
18% of the units (07 ) will be restricted to 65% or less of median income 

June 26,2000 3 



ENVIRONMENTAL: 
836 

The minimal findings of the Phase I-Environmental Assessment Report prepared by 
GEOCON in September 1998 were mitigated and a Mitigated Negative Declaration was 
recorded by the City of San Diego on September 14, 1999. The DUDEK & Associates, 
Inc. Acoustical Assessment report of January 26, 1999 findings have been addressed in 
the final design of the project. 

ARTICLE 34: 

The City of San Diego has adequate Article XXXN authorization to accommodate this 
project. Evidence of a project specific allocation or a satisfactory opinion letter will be 
required prior to loan close. 

DEVELOPMENT TEAM: 

Borrower’s pmfde: The project will be owned by Longacres at Seabreeze Farms, L.P., a 
California limited partnership in which Emerald Downs, LLC, a subsidiary of Chelsea 
Investment Corporation (‘%IC”), is the developer and general partner, and Pacific 
Southwest Community Development Corporation (PSCDC) is the non-profit public 
benefit, managing general partner. 

CIC provides consulting services and specializes in the development and management of 
affordable housing. With over 14 years experience in California and Arizona, CIC have 
assisted in the development of over 1,758 multifamily units. Most recently CIC was the 
co-developer with Kaufman & Broad Multi-Housing Group, Inc on two projects that 
created 572 new units in San Diego County. CIC is currently working with the Senior 
Community Centers of San Diego for the development of a 2Oeunit affordable senior 
housing development on Market Street in San Diego. 

Pacific Southwest Community Development Corporation mission is to help resolve 
difficult housing and economic issues facing low-income persons and families in the 
southwestern United States. PSCDC works with all level’s of government, lenders, other 
non-profit corporations and community leaders. PSCDC’s governing board of directors 
are comprised of individuals representing a cross-section of social backgrounds and 
professions. Since 1996, PSCDC have co-developed 7 multifamily developments with 
over 1638 units. 

Contractor: The Borrower is negotiating a construction contract with Centex Homes 
who is the master developer for the Seabreeze Farms Master Planned Community. 
Longacres at Seabreeze Farms meets the master developers inclusionary zoning 
affordable housing requirements. 

June 26,2000 4 
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Centex Homes is a national developer of single-family, commercial, and multifamily 
developments with earnings of $22.4 Million in 1999. Centex builds homes ranging in 
price from $54,000 to $1.1 million, with an average price of $185,700. 

Architect: Architectural plans were prepared by William Hedenkamp. Hedenkamp & 
Associates Architecture & Planning bave been in existence for 24 years specializing in 
residential, commercial & industrial development. Hedenkamg has designed over 2,618 
new multifamily units in southern California. 

Management Agent: Chelsea Investment Corporation (Chelsea) plans on managing the 
subject property. Chelsea cmnt ly  manage over 525 units with another 112 units coming 
on-line in July, 2000. Chelsea also has extensive tax credit property management 
experience and typically provide one-year on-site management of new properties while 
the non-profit housing sponsors train to take over the management of the developments. 

June 26,2000 5 



838 

CHFA First Mortgage 
CHFA Bridge 
Master Developer's Cash 
Other Loans 
AHP Funds 
Donated Land 
Borrower's Contribution 
Tax Credit Eauit~ 
CHFA Bridge 
CHFA HAT 

Date: 26-Jun-00 

$1,240,000 $32,632 8.25% 30 
$0 $0 0.00% 

$216,833 $5,706 7.00% 
$0 $0 0.00% 
$0 $0 0.00% 

$950,000 $25,000 
$0 $0 

$3,100,090 $81.581 
$0 $0 0.00% 
$0 $0 0.00% 

Pmject : Longacres at Seabreeze Appmism Dennis Cunningham units 38 
matkn: 5720 Cannel Valley Rd. Cunningham 6 Assoc. -mb 1 

02130 Merket. s 4,700,000 &imp S 
t b m c  Chelsealnv. Corp. bxdne: S 4,680,000 stoties 2 

cap Rate: 8.00% Bldg. rvpe New Conduction -Diego 
bun@&: Sen- 

OP: Pac. SW Cam. Dev. FbIeIVoke: $ 4,700,000 O m  SQ Ft 39,186 
LP: TBD LondSqFt 100,188 

Program: Taxable 
CHFA I :  00-002-S 

L m N :  
Loancost 22.5% 
LorvlNelue 26.4% 

b C r O m ,  
Commimrent Fee 
Finance Fee 
Bond Origination Guarantee 
Rent Up Account 
Operating Expemse Reserve 
Marketing 
Annual Replacement Reserve Deposit 
Construction Defects Security Agreement 

h e i s  of Requlmments 
1.oook OfLoenAmOunt 
1.00% dLoanAmount 
1.00% ofLoanAmount 

15% ofGIossIncome 
10% ofGroaslncorne 
10% of Grosslncome 

0.6% ofHardCosts 
2.50% of Hard- 

Amount 
$12,400 
$12,400 
$12,400 
$41,917 
$27,944 
$27,944 
$13,602 
$56,675 

8ecurity 
Cash 
Cash 
Letter of Credit 
Letter of Credit 
Letter of Credit 
Letter of Credit 
Operations 
Letter of Credit 
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Name of Lender/Source 
CHFA First Mortgage 
CHFA Bridge 
CHFA HAT 
Master Developer's Cash 
Donated Land 
Other Loans 
Totel kr8thUtiOMl Financing 

E9uny fhnaing 
Deferred Developers Fee 
Borrower's Contribution 
Tax Credit Equity 
1-1 Equity Financing 

TOTAL SOURCES 

Amount 
1,240,000 

0 
0 

21 6,833 
950,000 

0 
2,-,833 

0 

3.1 00,090 
0,100,000 

6,508,923 

$ per unit 
32,632 

0 
0 

5,706 
25,000 

0 

0 

81,581 
81 $81 

144,919 

Acquisition 
Rehabilitation 
New Construction 
Architectual Fees 
Survey and Engineering 
Const. Loan Interest & Fees 
Permanent Financing Fees 
Legal Fees 
Resewes 
Contract Costs 
Construction Contingency 
Local Fees 
TCACmher Costs 
PROJECT COSTS 

Developer OverheadProfd 
ConsultanWrocessing Agent 

TOTAL USES. 

955,000 
0 

2,589,366 
80,000 
20,000 

182,058 
29,800 
48,600 
97,805 
20,000 

321,271 
9,500 

756,450 
S,10@,850 

397,073 
0 

251 32 
0 

68,141 
2,105 

526 
4,791 

784 
1 ,ns 
2,574 

526 
8,454 

250 
19,907 

134,470 

10,449 I 

0 

144,919 
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Total Rental Income 
Laundry 
Other Income 
CommerciaVRetail 
Gross Potential Income (GPI) 

Less: 
Vacancy Loss 

277,164 7,294 
2,280 60 

0 - 
0 

279,444 7,s4 
- 

13,972 368 

Total Net Revenue 265,472 6,986 

Payroll 
Administrative 
Utilities 
Operating and Maintenance 
Insurance and Business Taxes 
Taxes and Assessments 
Reserve for Replacement Deposits 
Subtotal Operating Expenses 

Financial Expenses 
Mortgage Payments (1 st loan) 
Total Financial 

Total Project Expenses 

251 58 662 
22,024 580 
18,749 493 
23,270 61 2 
7,861 207 
31,630 832 
13,602 358 

142,293 3,745 

11 1,788 2,942 
111,788 2,942 

254,082 6,686 

840 
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RESOLUTION 00-15 

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT 

WHEREAS, the California Housing Finance Agency (the "Agency") has received 
a loan application from Longacres at Seabreeze 'Farms, L.P., a California limited 
partnership (the "Borrower") seeking a loan commitment under the Agency's Taxable Loan 
Program in the mortgage amount described herein, the proceeds of which are to be used to 
provide a mortgage loan for a development to be known as Longacres at Seabreeze Farms 
(the "Developmmt"); and 

prepared its report dated June 26,2000 (the "Staff Report") recommending Board approval 
subject to certain recommended terms and conditions; and 

WHEREAS, the loan application has been reviewed by Agency staff which has 

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, as 
the issuer of taxable bonds, to declare its reasonable oEficia1 intent to reimburse prior 
expenditures for the Development with proceeds of a subsequent borrowing; and 

WHEREAS, on November 25, 1997, the Executive Director exercised the 
authority delegated to her under Resolution 94-10 to declare the official intent of the 
Agency to reimburse such prior expenditures for the Development; and 

WHEREAS, based upon the recommendation of staff and due deliberation by the 
Board, the Board has detennined that a fml loan commitment be made for the 
Development, 

NOW, THEREFORE, BE IT RESOLVED by the Board: 

1. The Executive Director, or in hisher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to execute and 
deliver a f m l  commitment letter, subject to the recommended terns and conditions set 
forth in the CHFA Staff Report, in relation to the Development described above and as 
follows: 

DEVELOPMENT NAME/ MORTGAGE 
PROJECT NO *LOCALITY NO* UNIT S OUNT 

00-002-S Longacres at Seabreeze 38 $1,240,000 
Farms 
San Diego/San Diego 
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2. The Executive Director, or in hidher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to increase the 
mortgage amount so stated in this resolution by an amount not to exceed seven percent 
(7%) without further Board approval. 

3. All other material modifications to the fml commitment, including 
increases in aggregate mortgage amount of more than seven percent (7%), must be 
submined to the Board for approval. "Material modifications" as used herein means 
modifications which, in the discretion of the Executive Director, or in his/her absence, 
either the Chief Deputy Director or the Director of Programs of the Agency, change 
the legal, f m i a l  or public purpose aspects of the final commitment in a substantial 
way. 

I hereby certify that this is a true and correct copy of Resolution 00-15 adopted at a 
duly constituted meeting of the Board of the Agency held on July 13, 2000, at 
Sacramento, California. 

ATTEST: 
Secretary 
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hojecr : Tice Oaks 
Location: 2150 Tice Valley Blvd. 
cily: Walnut Creek 
cowuy: Contra Costa 
DPe: Senior 

Borrower: TBD 
Member MP Preservation lac. 
Member TBD 
Program: TPx-Exempt 
CHFA # : 00-019-N 

1 * 1  I I 1 1  F b I  Rr Unit Lam to Value 

=FA First Mortgage $2.475.000 $27,198 
CHFA Second Mongage s2.540.ooo $6,593 
HOME (Contra costa) saoo*000 $6,593 
CDBG (Walnut Creek) 5604.ooo $6.637 
Tax Credit Equity $2,310,599 S2S.391 
Reserve Money far Rehab $766,185 $8.420 
Transfer of Bal. of Rep]. Reserve s2oo,oO0 $2.198 
CHFA Bridge Loan so so 
CHFA HAT Loan so so 

I Reserve Rquirements 
Unit Mix and Income I 

Page 1 
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CALIFORNIA HOUSING FINANCE AGENCY 
Final Commitment 

Ptoject Name: Tice Oaks 
CHFA Project #00-015-N 

SUMMARY: 

This is a Final Commitment request for a tax-exempt first mortgage in the amount of 
$2,475,000 amortized over 30 years at 6.20% and a tax-exempt second loan of 
$2,540,000 amortlzed over 11 years at 6.20%. Tice Oaks is a 91-unit elderly project 
located at 2 150 Tice Valley Boulevard, Walnut Creek, in Contra Costa County. 

LOAN TERMS: 1" MORTGA GE 2" MORTGAGE 

Loan Amount $2,475,000 $2,540,000 

Interest Rate: 6.20% 6.20% 

Term: 

Financing: 

30 years 

Tax Exempt 

11 years 

Tax Exempt 

LOCALITY INVOLVEMENT: 

The City of Walnut Creek will be providing a 30- year, $604,OOO residual receipts loan to 
the project. The Contra Costa County HOME loan program will be providing a 30-year, 
$600,000 residual receipts loan. 

SECTION 8 CONTRACT. 

Current Status: "be property is cunently owned by a for-profit partnership and 
encumbered by a CHFA loan d t b  an existing Section 8 contract that expires in 201 1. 
There is also an existing City of Walnut Creek affordability restriction on the property 
that expires in one year. The CHFA loan will be paid off through this transaction and the 
Section 8 contract will be assigned to the new borrower. The transfer of the property to a 
non-profit partnership at this time allows for a new tax-exempt mortgage to extend the 
affordability of the project another 19 years with Section 8 rents through 2011 and tax 
credit, locality and CHFA affordable rents through year 2030. 

June 26,2000 2 
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Conversion Scenario: The Borrower will seek renewals of all Section 8 HAP contracts 
or the equivalent project-based subsidies for their full term and through out the project’s 
useful life. When the Section 8 subsidy expires, the project will operate under a mix of 
locality, CHFA and tax credit rents, all with income restrictions at 30%, 50% & 60% of 
median income. A transition operating account will be required to subsidize the project 
costs if required during the transition from Section 8 to non-subsidized rents. Funding of 
the Transition Operating Account (the “Account”) is contemplated as follows: 

The Account will be initially funded with $100,000 cash from the Project’s existing 
reserve accounts maintained by CHFA. 

Additional annual Account deposits totaling approximately $275,000 will be made 
from the Project’s cash flow from the date of loan closing and continuing until the 
expiration of all HUD subsidies. 

Account funds will be used to cover any approved operating expense shortfall and 
will be maintained for the benefit of the project and through the life of the CHFA 
loan pursuant to the provisions of a CHFA approved transition plan. 

PROJECT DESCRIPTION: 

This 19-year old project has five, one and two-story buildings with a total of 90 one- 
bedroom units and 1 two-bedroom manager’s unit. This elderly project has five different 
one-bedroom floor plans with an average unit size of 600 feet. In addition to the 
extensive landscaping, there is a community room with a kitchen, a smdl hair salon & 
exercise room, a central laundry room and 42 on-site parking spaces. 

PROPOSED REHABILITATION: 

Tice Oaks is currently in good condition requiring relatively minor rehabilitation work. 
The proposed scope of work is based on the physical needs assessment prepared by ESRI, 
Inc. on behalf of Mid-Peninsula Housing Coporation, and a Physical Needs Assessment 
(“PNA”) prepared by Catherine Dolf & Associates on June 5,2000. The proposed scope 
of rehabilitation incorporates the areas of concern identified in these reports and will be 
partially funded by existing replacement reserves beld by CHFA. The major rehab 
components include the following: 

exterior painting and sealing 
newkitcbencabine!ts 
new smoke detectors 
parking area repairs 
landscape improvements 

re-roof & sealing of wood shingles 
replacement of fencing 
new faucet & shower valves 
replacement of some heating & a/C units 

June 26,2000 3 
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RELOCATION: 

Given the minimal scope of work, relocation is not anticipated. The Agency will require 
compliance with any and all applicable provisions of the Uniform Relocation Act. 

MARKET DEMAND: 

Walnut Creek is the fourth largest populated city in Contra Costa County with a c a n t  
population of 80,400 and a mean household income of $81.440, which is above the 
county average income of $79,000. The high demand for rental housing in Walnut Creek 
is reflected by the low vacancy rates currently averaging 3.44%. Developments with high 
rents in the surrounding neighborhoods are experiencing vacancy rates of 3% to 5%. 

Rent Differentials (Market vs. Restricted Subject Rents) 

Rent Level Subject Section 8 Market Dif. Btwn Market 96 of Market 
One Bedroom 

30%rents $415 $813 $925 $510 44% 
5096rents $633 $813 $925 $292 68 96 
60%rents $712 $813 $ 925 $ 213 76 % 

HOUSING SUPPLY: 

The existing housing stock in Walnut Creek is 68% owner occupied and 32% renter 
occupied. Within the immediate neighborhood, 51% of the households earn under 
$50,000 year. Home buying is unaffordable for two thirds of the population in Contra 
Costa County wanting to buy in Walnut Creek because the average home price is 
$338,698. There are currently two market rate apartment projects in the planning stage 
that will provide 336 new rental units in Walnut Creek. 

OCCUPANCY RESTRICTIONS: 

&A: 20% of units (19) restricted to 50% of median income. 

City of Walnut Creek 35% of the units (32) restricted to 30% of median income. 
40% of the units (36) restricted to 50% of median income. 
25% of the units (23) restricted to 60% of median income. 

County of Walnut Creek 11 units restricted to 30% or less of median income. 

June 26,2000 
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TCAC: 35% of the units (32) restricted to 30% of median income. 
40% of the units (36) restricted to 50% of median income. 
25% of the units (23) restricted to 60% of median income. 

Note: The rent levels represent those submitted for approval in the project’s CDLAC 
application which will be monitored by TCAC. 

ENVIRONMENTAL 

A Phase I wxt is not required as this project is currently in CHFA’s loan portfolio. 
Lead-based paint and asbestos inspection reports have betn ordered. Any 
recommendations from these reports will be incorporated into the final scope of work and 
will be a condition of the final commitment. 

ARTICLE 34: 

A satisfactory opinion letter will be required prior to loan close. 

DEVELOPMENT TEAM 

Borrower’s Profile: The Borrower will be MP Tice Associates, a yet to be formed 
California Limited Partnership with MP Preservation, Inc., a subsidiary of Mid-Peninsula 
Housing Corporation, a California public benefit corporation, (“MPHC) as the sole 
general partner. The tax credit equity investor has not yet been identified. 

Contm&or: MPHC will be soliciting bids from eligible contractors in the near future. 
Contractor to be determined. Construction cost estimates were made by the Borrower 
and reviewed by the Agency. 

Architect: Given the limited scope of rehabilitation, ar~ architect will not be required. 

Management Agenk Lexington Associates, Inc. will continue to manage Tice Oaks 
after transfer of ownership to the Borrower. Lexington Associates, Inc. bas over 20 years 
of affordable housing management experience and cmntly manage over 977 units in 12 
rental projects. 

June 26,2000 5 



Date: 26-Jun-00 

1BR 613 32 
1 BR 613 36 

, I BR 613 22 
1 BR 613 1 

ai 

Projen: TiccOPks Appmiser: f(0thrine Snugis-Brigbt units 91 
tocmion: 21u) T i e  Valley Blvd. Roperty Valuation HMdiaqp M I S  0 

caWy5-p: collwcoeea ws95 Montn: t 8.125.000 W&iingS S 
Bomwr: TBD I-: t 8200,000 Stories 1 & 2  
GP MPReservpsionIru. FinolVdue: f 8200.000 W S q R  s9.285 

Wnlmncreek Qv Rate: 7.50% Bldse Acq./Rchab 

tp TBD 117.176 

30% $415 $15,505 
50% 5633 $22,150 
60% $712 $26.580 

Manager $712 NIA 

CHFA First Mortgage 
CHFA Second Mortgage 
CDBG (Walnut Creek) 
HOME (Comra costa) 
Tax Cdi t  Equii 
Transfer of Bal. of Red.  Reserve 

I I kaormt Perunit I Rate I Tern 

$27,198 
$27,912 
36.637 
36,593 

W.391 
$2.198 

6.20% 
6.20% 
0.001 
0.00% 
0.00% 
0.00% 

30 
11 
30 
30 

Reserve Money for R&b I $766,185 I $8.420 I 0.00%. I 
ICHFA Bridge Loan s o l  s o 1  0.00% I 

I s o l  s o l  0.00% I 

Basis of Requirements 
1.25% OfLagnAmOunt 
1.25% O f ~ A I m u U t  
1.00% OfLoanAUKnlat 
0.00% OfGrossIocomc 

t0.00% o f o l w s ~  
0.001 OfGroSsIocomc 
$No perunit 

Amount 
$62.688 
$62,688 
$so, 150 
so 

$94,164 
so 

$33,115 
~l00.m 
s29o.ooo 
Sl00,ooo 

-tY 
Cash 
Cash 
CashorUX: 
Cash 
cash or ux3 
cash 
opentions 
cash 
Cashflw 
Cash 

. .  
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Ncrne of Lender / SocrrCc 

CHFA First Mortgage 
CHFA Second Mortgage 
CDBG (Walnut Creek) 
HOME (Contra Costa) 
Reserve Money for Rehab 
Reserve money for Reserws 
Total Institutional Financing 

Amount 
2,475,000 
2,540,000 

~ , o o o  
600,000 
766,185 
uK),OOo 

7,185,185 

sper unit 
27,198 
27,912 
6,637 
6,593 
8,420 

. 2,198 
78,958 

Equiry Fiiurncing 

Contributions From Operations 0 
Developer's Equity 0 

Tax Credit Equity 2,310,599 25,391 - 
- 

Total Equity Fhauciug 2,310,599 25,391 

TOTAL SOURCES 9,4%,784 104,349 

Acquisition 
Rehabilitation 
New Cansmrctl 'on 
Architecnral Fees 

Canst. Loan lnterest & Fees 
Permanent Financing 
lrgal Fees 
Reserws 
contract costs 
Construction Contingency 
IAcalFeCs 
TCACIothcr Costs 
PRoJEcTcom 

survey and Engineering 

7,537,500 
764,400 

0 
1 5 , m  
50,000 

0 
127,875 
10 ,m 

344,314 
7,500 

94,700 
7,100 

103,758 
9,062,647 

413,137 
U),m 

0 

9,rn.W 

82,830 
8,400 

0 
165 
549 

0 
1,405 

115 
3,784 

82 
1,041 

78 
1,140 

99,590 

4,540 
220 

10499 
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a 

c 

Total Rental Income 937,272 99.596 10,300 
Larmdry 4,368 0.5 % 48 
Otber Income 0 0.0% 
COmmercial/Retail 0 0.0% - 
G m s  Potential Income (GPO 941,640 100.0% 10,348 

b. 
vocpncyLcms 

Total Net Revemae 

47,082 5.096 

894,558 95.0% 

517 

9,830 

Payroll 
Administrative 
Utilities 
Operating and Maintenance 
Insurance and Business Taxes 
Taxes and Assessments 
Reserve for Replacement Deposits 
Subtotal Operating Expenses 

Financial Expenses 
Mongage Payments (1st loan) 
Total F i i  

97,300 
?7,803 
24,275 
64,375 
19,900 
1,384 

33,215 
318,252 

19.5% 
15.6% 
4.9% 
12.9% 
4.0% 
0.3% 
6.6% 
63.6% 

181,903 36.4 7% 
. *  181,903 36.4% 

1,069 
855 
267 
707 
219 

15 
365 

3,497 

1,999 
1,999 

Total Project Expenses 500,155 100.0% 5,496 

858 
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RESOLUTION 00-16 

RESOLUTION AUTHORIZING A FINAL WAN COMMITMENT 

WHEREAS, the California Housing Finance Agency (the "Agency") has 
received a loan application from Mid-Peninsula Housing Coalition, a California 
nonprofit public benefit corporation (the "Borrower") seeking a loan commitment under 
the Agency's Preservation Loan Program in the mortgage amounts described herein, 
the proceeds of which are to be used to provide mortgage loans for a 91-unit 
multifamily housing development located in the City of Walnut Creek to be known as 
Tice Oaks Apartments (the "Development"); and 

WHEREAS, the loan application has been reviewed by Agency staff which has 
prepared its report dated June 26,2000 (the "Staff Report") recommending Board 
approval subject to certain recommended terms and conditions; and 

as the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse 
prior expenditures for the Development with proceeds of a subsequent borrowing; and 

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, 

WHEREAS, on October 18, 1999, the Executive Director exercised the 
authority delegated to her under Resolution 94-10 to declare the official intent of the 
Agency to reimburse such prior expenditures for the Development; and 

WHEREAS, based upon the rkommendation of staff and due deliberation by 
the Board, the Board has determined that a final loan commitment be made for the 
Development. 

NOW, THEREFORE, BE IT RESOLVED by the Board: 

1. The Executive Director, or in his/her absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to execute 
and deliver a f m l  commitment letter, subject to the recommended terms and 
conditions set forth in the CHFA Staff Report, in relation to the Development 
described above and as follows: 

PROJECT DEVELOPMENTNAME/ NUMBER MORTGAGE 
NUMBER- i 2 l 3 m E s m  

00-015-N Tice Oaks Apartments 91 $2,475,000 
Walnut CreeWContra Costa $2,540,000 

I 

i 
i 
I I 
I 
1 
I 
i 
i 

I 
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2. The Executive Director, or in hisher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to increase the 
mortgage amount so stated in this resolution by an mount not to exceed seven percent 
(7%) without further Board approval. 

3. All other material modifications to the final commitment, including increases 
in mortgage amount of more than seven percent OW), must be submitted to this Board for 
approval. "Material modifications" as used herein means modifications which, when 
made in the discretion of the Executive Director, or in hisher absence, either the Chief 
Deputy Director or the Director of Programs of the Agency, change the legal, financial or 
public purpose aspects of the final commitment in a substantial or material way. 

I hereby certify that this is a true and comct copy of Resolution 00-16 adopted at a duly 
constituted meeting of the Board of the Agency held on July 13, 2000, at Sacramento, 
California. 

ATTEST: 
Secretary 
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Project : Cascade Apts. 
h a t i o n :  7600 hitridge Ave 
City: Sacramento 
County: Sacramento 
Type: Family 

Borrower: AF Evans Co. 
GP: TBD 
Lp: Lend Lease 
h g r a m :  Tax Exempt 
CHFA # : 00-008-N 

. 

I I I  I I I 74 I I I I 
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CALIFORNIA HOUSING FINANCE AGENCY 
Final Commitment 

Project Name: Cascade Apartments 
CHFA Project ## 00-008-N 

SUMMARY: 

Thisis a Final Commitment request for a tax-exempt first mortgage in the amount of 
$2,025,000, amortized over 30 years at 6.20% interest, and a one-year, tax-exempt bridge 
loan in the amount of $70,000, at 6.20% interest. The project, Cascade Apartments, a 74- 
unit, family project is located at 7600 Fruitridge Avenue, Sacramento, in Sacramento 
County. 

LOAN TERMS: “M 

Loan Amount: $2,025,000 $70,000 

Interest Rate: 6.20% 6.20% 
c 

Term: 30 years 1 Year 

Financing: Tax Exempt Tax Exempt 

GOVERNlMENT INVOLVEMENT: 

The Department of Housing & Community Development’s Multifamily Housing Program 
has committed a $1 ,000,OOO loan, at 3% interest, payable with residual receipts for fifty- 
five years. 

SECTION 8 CONTRACT: 

Current Status: The 74-u~it Cascade Apartment project has 73 project based Section 8 
units with a HAP contract that expires March 31, 2001. There is currently a two-year 
waiting list for the Section 8 units. 

Conversion Scenario: Upon expiration of the HAP contract, the majority of residents 
would be likely to remain a mix of Section 8 and tax credit tenants for several years (or 
longer), depending an the rate of turnover. Given the uncertainty of the HAP contracts 
continuing after expiration, staff is requiring a standby operating reserve to subsidize 
project costs in the event the tenant profile changes from Section 8 to a traditional tax- 
exempt bond / tax credit rent structure. Funding of this Standby Operating Account will 
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come from excess project cash and up to $450,000 in Agency funds subject to the terms 
and conditions established by the Agency. The following scenario is contemplated. 

The Standby Operating Account will be established by depositing $lOO,OOO from 
project cash flow. 

The Agency will provide a $450,000 Standby Operating Commitment to cover 
approved operating shortfalls, which will be drawn from on an “As Needed” basis 
at 3% interest. 

The Standby Operating Account must be maintained for the benefit of the project 
until all units have transitioned to Agency approved affordable mnts or as 
otherwise approved by the Agency. 

PROJECT DESCRIPTION: 

This 74-unit gated community was built in 1965 on an irregular 2.5-acre parcel. There 
are 6 one and two-story buildings with 52 one-bedroom units measuring approximately 
600 square feet and 22 two t p h o m  units measuring approximately 720 square feet. 
There are central laundry areas, a tot lot, and 79 open parking spaces. The project is 
within close proximity to several restaurants, shopping, parks, schools, churches, and fire 
and police stations. 

PROPOSED REHABILITATION: 

The current rehabilitation budget is estimated to be $1,260,000 with the following 
primary components to be addressed: 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

New 30-year asphalt shingle roof 
carports a 

Addition of 2 Trash Enclosures 
Relocation of Mail Boxes 
Replacement of some patio surrounds 0 

a 

a 

Replacement of some skylights 

Repair sidewalks 
Addition of dishwashers 
Installation of new light fixtures 

upgrade N C  in all units 

June 26,2000 

0 

0 

0 

0 

3 

Upgrade signage and lighting 
Landscaping Improvements 
Addition of gated Pool and Spa 
Addition of BBQ area near pool 
Addition of 150 s.f. storage shed 
insulation of all attic spaces 
Install new playground equipment 
Repair and reseal the parking lot 
Repair/upgrade cabinets & countertops 
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I section CHFA Market Amount of Percentage 

~ ) ; c d r o o m  
50% $590 $479 $525 $46 91% 
60% $590 $479 5525 $46 91% 
Two bedroom 
50% $657 $553 $625 $72 88% 
60% $684 $553 $625 $72 88% 

Rent Level 8 Rents Rents Rate Avg. Difference Difference 

RELOCATION: 

Minimal relocation is planned as the rehabilitation will occur as tenants vacate the units. 
Once units are rehabbed, the existing tenants will be relocated into the newly renovated 
units. The Agency will require compliance with any and all applicable provisions of the 
Uniform Relocation Act. 

MARKETDEMAND: 

The project’s primary market area (PMA) is considered to be within a one-mile radius of 
the site where 68% of the population have an average household income below $35,000 
per year. The PMA estimated population is 8,265, with projected population in 2003 of 
8,643. With single family home prices averaging $11O,OOO, the proposed rents will 
provide the PMA population with an affordable housing option. As of April 2000, CB 
Richard Ellis estimates the PMA vacancy rates average 1.5% for the South Sacramento 
Area. Based on the unit rents and amenities, the project should be able to sustain a 97% 
occupancy rate once rehabilitation is complete. Based on current market conditions rents 
are expected to increase moderately over the next 12 months. 

HOUSING SUPPLY: 

The project is located in a mixed-use area with the majority of the surrounding apartment 
complexes ranging in age from 13 to 40 years old. According to the County and City 
Planning Departments, no new complexes are planned in the subject’s immediate 
neighborhood. Since the PMA has experienced a decrease in vacancy rates, an increase 
in waiting lists, and an increase in rents in the apartment market over the past few years, 
the emphasis is currently on apartment renovation and rehabilitation. 

Rent Merentials (Proposed Rents vs. Section 8 vs. Market) 

4 

. .  . 
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OCCUPANCY RESTRICTIONS: 

CHFA: 
HCD: 
TCAC: 

\ 

20% of the units (14) will be restricted to 50% or less of median income. 
100% of the units (74) will be restricted to 60% or less of median income. 
100% of the units (74 ) will be restricted to 60% or less of median income. 

ENVIRONMENTAL: 

Both the Phase I-Environmental Assessment Report prepared by PIERS Environmental 
Services, Inc. in December 1999. The physical needs assessment performed by EMG, 
Inc. on April 25, 2000 recommended rehabilitation that has been incorporated in the 
proposed scope of work. Asbestos and --Based Paint inspection reports have been 
ordered. Any recommendations €tom these reports will be incorporated into the final 
scope of work and will be a condition of the final commitment. 

ARTICLE 34: 

A satisfactory opinion letter will be required prior to loan close. 

DEVELOPMENT TEAM: 

Borrower’s profile: A.F. Evans Company, Inc. will be the general partner of a yet to be 
formed limited partnership with Lend Lease as the tax credit equity limited partner 
investor. As of January 2000, A.F. Evans Company has over 23 years of experience and 
has completed over 5,150 units with an additional 979 units under construction and 841 
units in design. 

Contractor: The Borrower is negotiating a contract with Precision General Contractor, 
bc. (“A.ecision”) who has provided the scope of work estimates on the project. Precision 
is a national construction company with offices in Texas, Missouri & California. 
Precision specializes in construction and nhabilitation of apartment building, including 
affordable housing. To date they have served as the general contractor on 19 projects 
with a total of 28,000 units and they ate currently the general contractor on 3 affordable 
housing rehabilitation projects in California. 

Architeck The scope of rehabilitation does not w m t  a supervising architect so A.F. 
Evans will supervise the work. Mogavem Notestine is the architectural fm selected to 
design the pool and landscaping. 
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Management Agent: Evans Property Management, Inc., a subsidiary of A.F. Evans 
Company, will manage the project. Evans Property Management currently manages over 
30 projects with over 4900 units. Included in this number are 8 CHFA funded projects 
with a total of 723 units. 

J 
June 26,2000 6 
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T y p e l s i m p l ~  AMI Rent Max Income 
, 1BR I 600 10 I 508 $479 $21,150 

2BR 1 720 4 1  50% $553 $23,800 
I I I I 
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, 1,BR 600 42 60% $479 . $25,380 
2BR 720 ~ 17 60% $553 $28,560 
2BR 720 1 Manager $553 $0 

74 

Date: 26Jun-00 

h & t  : Cascade Apts. 
tdrotion: 7600 Fruitridge Ave 

Sacramento 
UrntyIZip: Sacramento 
Bomwer: AF Evm Co. 

GP: TBD 
Lp: Leadham 

Appnrieec Timothy Wright, MAI 

c4pRate: 9.00% 

*Rehab $ 2,800,000 
M V a L u e :  $ 2,800,000 

Palmer, Grotb & Retka 

A s - h V o l ~  $ 2,660,000 

LTCLZV: 
LuanlCost 44.4% 
LoonlVolue 72.3% 

Units 
Handicap Units 
Bldge Dw 
B i L i i d i n g S  
stories 
O m  Sq Fr 
-sgn 
UnitslAcm 
Total Parking 
Coverwt Parking 

74 
2 
AcdRehab 
[jR 
2 & 3  
48,414 
11 1,078 
29 
79 
0 

Deferred Develb 

EscrowB 
Commitment Fee 
Finance Fee 
aondorigination Guarantee 
Rent up Accouat 
OpeiatingErpenrre-e 
Marketing 
Annual Replacement Reeerpe Depoeit 
Initial Deposit to bpi. Res. 
Transition xteimve 
standby i3Vmtmg * Reeerve 

Basis of Rcquhements 
1.25% ofban Amount 
1.25% d h h o u n t  
1.00% O f h h o u n t  
2.50% d h ~ l n c o m e  

10.00% of(fr0husXncome 
2.50% ofGm3t3kLcome 
$307 PerUnit 

Lump sum 
LumpSum 

Amotrpt 
$25,813 
$25,313 
$20,950 
$11,956 
$47,825 
$13,710 
$22,718 
$37,000 
$100,000 
$450,000 

security 
Cash 
Cash 
btter of Credit 
Letter of Credit 
Latter of credit 
Letter of credit 
Operations 
Cash 
cash Flow 
Agency Funds 
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a 

x 

* 

a 

Permanent 
NaUneoflendet/&utce Tax-Exempt Per unit 

CHFA Bridge 0 

Contributions From Operations 0 

CHFA First Mortgage 2,028,000 27,365 

HCD Loan l,OOO,OOO 13,514 

Total Institutional Financing 3,025,000 40,878 

- 
- 

Equfty Finarncing 
Tax Credits 
Developers Cash 

1,538,094 
0 

20,785 
' 0  

Deferred Developer Equity 0 0 
Total Equity Financing 1,538,094 20,786 

TOTAL SOURCES 4,beS,094 61,663 

Acquisition 
Rehabilitation 
New Construction 
Architectual Fees 
Survey and Engineering 
Const. Loan Interest Bt Fees 
Permanent Financing 
Legal Fees 
Reserves 
Contract Costs 
Construction Contingency 
Local Fees 
TCAC/Other Costs 
pRoJEcTcosTs 

2,520,000 
1,284,999 

0 
68,750 
28,750 
49,842 
70,465 
20,000 

114,491 
10,900 

170,100 
30,000 

0 
17,365 

0 
929 
389 
674 
952 
270 

1,547 
147 

2,299 
405 

92,606 1,251 
$4,reO,sO3 60,282 

Developer Overhead Admin Fee 102,191 1381 
Consultant/Roceesing Agent $0 0 
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% of totat 8 per unit 

Total Rental Income 644,848 99.4% 7,363 
Laundry 3,552 0.6% 48 
Other Income 0 0.0% - 
CommerCiayRetail 0 0.0% - 
Gross Potential Income (GPQ 648,400 100.0% 7,411 1 

Ltss: 
Vacancy Loss 

Total Net Revenue 

12,710 2.3% 172 

bsB,690 97.7% 7,299 
- 

Payroll 
Administrative 
Utilities 
Operating and Maintenance 
Insurance and Business Taxes 
Taxes and Assessments 
Reserve for Replacement Deposits 
subtotal Operating Expenses 

Pynaacfol Expenses 
Mortgage Payments (1st loan) 
Total Pipandal 

72,592 17.7% 981 
31,707 7.7% 428 
44,840 10.9% 606 
30,899 7.5% 418 
6,032 1.5% 82 
51,915 12.7% 702 
22,710 5.5% 307 

260,703 63.7% 5,529 

148,830 36.3% 2,011 
148,830 86.3% 2,011 

Total Project Rperrrres 409,655 100.0% s,s34 
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RESOLUTION 00-17 

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT 

WHEREAS, the California Housing Finance Agency (the "Agency") has 
received a loan application from AFE - Cascade Associated, L.P., a California limited 
partnership (the "Borrower") seeking a loan commitment under the Agency's 
Preservation b a n  Program in the mortgage amounts described herein, the proceeds of 
which are to be used to provide a mortgage loan for a 74-unit multifamily housing 
development located in the City of Sacramento to be known as Cascade Apartments 
(the "Development "); and 

WHEREAS, the loan application has been reviewed by Agency staff which has 
prepared its report dated June 26,2000 (the "Staff Report") recommending Board 
approval subject to certain recommended terms and conditions; and 

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, 
as the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse 
prior expenditures for the Development with proceeds of a subsequent borrowing; and 

WHEREAS, on October 18, 1999, the Executive Director exercised the 
authority delegated to her under Resolution 94-10 to declare the official intent of the 
Agency to reimburse such prior expenditures for the Development; and 

WHEREAS, based upon the recommendation of staff and due deliberation by 
the Board, the Board has determined that a final loan commitment be made for the 
Development. 

NOW, THEREFORE, BE IT RESOLVED by the Board: 

1. The Executive Director, or in hisher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to execute 
and deliver a final commitment letter, subject to the recommended terms and 
conditions set forth in the CHFA Staff Report, in relation to the Development 
described above and as follows: 

PROJECT DEVELOPMENTNAME/ NUMBER 
ls!a!mB-- 
00-008-N Cascade Apartments 74 

Sacramento/Sacramento 

MORTGAGE 
OUNT 

$2,025 ,OOO 
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Resolution 00- 17 
Page 2 

2. The Executive Director, or in hidher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to increase the 
mortgage amount so stated in this resolution by an amount not to exceed seven percent 
(7%) without further Board approval. 

3. All other material modifications to the f d  commitment, including increases 
in mortgage amount of more than seven percent (7%), must be submitted to this Board for 
approval. "Material modifications" as used herein means modifications which, when 
made in the discretion of the Executive Director, or in hisher absence, either the Chief 
Deputy Director or the Director of Programs of the Agency, change the legal, financial or 
public purpose aspects of the fml commitment in a substantial or material way. 

I hereby certify that this is a true and correct copy of Resolution 00-17 adopted at a duly 
constituted meeting of the Board of the Agency held on July 13, 2000, at Sacramento, 
California. 

ATTEST: 
. secretary 



Project : Charter Oaks diorrowec Charter Oaks Assoc. 
Location: 5025 Brown Valley Road GP: Trinity Housing Found. 
City: Napa LP: AF Evans Company 
County: Napa Program: Tax Exempt 
me: Family CHFA#: 00-009-N 
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CALIFORNIA HOUSING FINANCE AGENCY 

Final Commitment 
Project Name: Charter Oaks Apartments 

CHFA Project #00-009-N 

SUMMARY: 

This is a Final commitment request for a tax-exempt first mortgage in the amount of 
$4,245,000 amortized over 30 years at 6.20%. Charter Oaks Apartments is a 75-unit 
family project located at 3025 Browns Valley Road, Napa, in Napa County. 

LOAN TERMS: f m  MORTGAGE; 

Loan Amount $4,245,000 

Interest Rate: 

Term: 

6.20% 

30 years 

Financing: Tax-Exempt 

LOCALITY INVOLVEMENT: 

The Housing Authority of the City of Napa has approved a $237,500 residual receipts 
loan that will be funded in year 2004. This loan will pay off the balance of a five-year, 
unsecured loan of $700,000 from the Northern California Community Loan Fund 
(“NCCLF’) which was used to acquire the project. It is anticipated that the annual debt 
service on the NCCLF loan will be paid from net operating income during years 1 
through 3. If net operating income from the project is not sufficient to make the annual 
payments or payoff the remaining balance of the loan in 2004, NCCLF will direct it’s 
recourse to the developer, not the project. 

SECTION 8 CONTRACT: 

Current Status: Tbe property has an existing Section 8 contract that expires in January 
2003. 

Conversion Scenario: When the Section 8 subsidy expires, the project will then operate 
under a mix of locality, CHFA and tax credit rents, all with income at 50% and 60% of 
median income. A standby operating account will be required to subsidize the project 

June 26,2000 2 
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costs during the transition from HUD rents to tax-exempt bond and tax credit rents. 
Funding of the Standby Operating Account (the “Account”) will be as follows: 

The Account will receive a commitment for a maximum level of $5oO,OOO with 
Agency funds. Monies expended under the terms of the Account will be in the form 
of a loan (the Transition Loan) bearing annual interest at the rate of 3% simple 
interest, payable from the Project’s residual receipts. 

Account funds will be used to cover any approved operating expense shortfall 
incurred until a complete transition fiom Section 8 rents to locality, tax credit and 
CHFA rents has occurred. 

PROJECT DESCRIPTION: 

Charter Oaks is a seventeen year-old project built on a nine-acre parcel, of which four 
acres are rolling hills. The project consists of nine, two-story buildings on the flat, five 
acre portion of land. There are a total of 15 one-bedroom units averaging 570 square feet; 
44 two-bedroom units averaging 733 square feet, and 36 three-bedroom units averaging 
893 square feet. This low-density project has a community building, community garden 
area, tot lot, basketball court, volleyball corn, central laundry area, picnic area and 
covered parking areas. 

PROPOSED REHABILITATION: 

The proposed scope of work is minimal and is based on the physical needs assessment 
prepared by Catherine Dolph & Associates. The major rehabilitation components include 
the following: 

roof replacement sidewalk triphazard repairs 
fence around community garden replacement of patio fencing 
dryrotrepairs siding repaidreplacement 

0 installation of smoke detectors 0 minor landscaping improvements 
0 replacement of some kitchen appliances new play ground equipment 
0 replacement of some A/C units replacement of some carpeting/ vinyl 

painting of exterior 0 new project signage 
additional exterior lighting new picnic BBQ’s and tabledbenches 

RELOCATION: 

The minimal amounts of interior rehabilitation can be done without relocation of tenants. 

June 26,2000 3 



MARKET DEMAND: 

Napa’s c m n t  estimated population is 71,400 with a projected median income of 
$48,496 in year 2001. Vacancy rates currently average less than 3% per year and the 
subject property maintains waiting lists for all size units. With increasing home prices 
and higher interest rates, older housing stock remains in demand. Developers are 
choosing preservation of existing rental units as an affordable alternative to new 
construction. 

Rent Differentials (Market vs. Restricted Subject Rents) 

Rent Level Subject Section 8 Market ,Mt. Btwn Market % of Market 
One Bedroom 
50% rents $499 $765 $690 $191 72 % 
60% rents $569 $765 $690 $121 82 8 
Two bedroom 
50% rents $560 $916 $825 $265 67 % 
60% rents $680 $916 $825 $145 82 8 
Three bedroom 
50% rents $620 $1040 $975 $ 355 63 8 

I 60% rents $785 $1040 $975 $ 190 80 8 

HOUSING SUPPLY: 

Napa is comprised predominantly of single family homes, with approximately 26% of the 
housing stock being multifamily units. A family would need to earn $4,800 per month to 
“afford the mortgage on an averaged priced home in Napa with 10% down. Only 25% 
of Napa’s families currently earn enough to qualify for a home purchase and only 16% of 
the current market rate rental stock is affordable for families earning 50% of median 
income. Given these conditions, the demand for affordable housing units will continue 
to remain strong. 

OCCUPANCY RESTRICTIONS: 

CHFA: 
Housing Authority: 
TCAC 

20% of units (15) restricted to 50% or less .of median income. 
100% of units (75) restricted to 80% or less of median income. 
100% of units (75) restricted to 60% or less of median income. 
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ENVIRONMENTAL: 

A Physical Needs Assessment (“PNA”) was prepared by Catherine Dolph & Associates 
on May 1,2000. The proposed scope of rehabilitation incorporates the areas of concern 
identified in the PNA. The PNA incorporated the cast of completing the dryrot and 
termite work identified in the termite inspection prepared by D & M Termite Inspection 
Services on March 27,2000. A Phase I Inspection dated April 4,2000 was performed by 
Piers Environmental. No adverse conditions were noted. 

ARTICLE 34: 

A satisfactory opinion letter will be required prior to loan close. 

DEVELOPMENT TEAM 

Borrower’s Pmfde: The borrower will be Charter Oaks Associates, L.P., a California 
Limited Partnership with A.F. Evans Company as developer and general partner and the 
Trinity Housing Foundation, a California non-profit 501 (c)3 corporation (“Trinity”) as 
managing general partner. The tax credit equity investor and limited partner will be 
Boston Financial Tax Credit Investments. 

A.F. Evans has developed over 4,300 housing units in their 23 years of experience. 
Currently A.F. Evans has 979 units under construction and they have another 668 units in 
the planning stage. 

Trinity is a charitable housing organization comprised of three principals. The President, 
Mr. William Leone, has over 20 years experience in real estate; Mr. Scott Hammel, Vice 
President and general counsel, was the founding member and senior attorney of the law 
f m  Litigation Advocates Group specializing in real estate matters; and Mr. Kenneth 
Haymaker, treasurer and CFO, who has been involved in real estate investments for 22 
years. 

Contractor: Recision General Contracting (“precision”) will be handling the entire 
rehabilitation contract. Precision has national experience with the successful completion 
of over 28,000 units. 

Architect: Given the limited scope of rehabilitation an architect will not be required. 
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Management Agent: A.F. Evans Company manages its own properties through its 
wholly owned subsidiary Evans Property Management, Inc. (EPMI). EPMI was created 
by A.F. Evans 20 years ago in order to ensure that its developments were maintained at a 
high standard of excellence. EPMI currently manage around 4,900 multifamily units in 
29 projects. A majority of the EPMI managed projects include a low-income residential 
component. 

June 26,2000 6 



895 Date: 26-Jun-00 

h j e c t :  Charteroaks 

Napa 
Lucation: 3025 Brown Valley Road 

wnty1Zip: Napa 94568 
Bonvwer: CharterOr9rAssoc. 

OP: AF Ewrrro comp8ny 
GP: TtinityHousing Found. 

Pcrypnrm: Tsrkempt 
CHFA # : 00909-N 

Appmiser: Jim Fogelberg 

CopRCrte: 8 . W  
A d s  Volrre $ 6,690,000 
MerRchab $ 6,720,000 
FhIValue: $ 6,720,000 

Palmer, Groth, Pietka 
Units 
Handicap Units 
Btdgr TVP~ 
Buildings 
stories 
G r a ~  Sq Fs 
LOndSqR 
UnitslAcn 
Total Parking 
Covered Parking 

75 
4 
-b 
9 
2 
60,000 
990,810 
8 
121 
75 

mcrows 
commitmeat Fee 
Finance Fee 
Bond Origination ouerantee 
Rent up Account 
0PeratinsE.penee-e 
Marketing 
Annual Replacement Reserve Deposit 
Inim Deptnjit to Re& Ree. 
Standby Opera t ingResem. 

of Requirements 
1.25% O t I h o u n t  
1.25% OfhAmOUnt 
1.00% OfIaarrhount 

10.00% ofGroseIncome 
10.00% ofotosaIncome 
10.00% O f ~ X n c o m e  

$350 PerUnit 
$1,OOo PerUnit 

Amotmt 
$53,063 
w,m 
$42,450 

$0 
$59,076 

$0 
$26,250 
$7S,OOO 
$500,000 

security 
Cash 
Caeh 
Letter of Credit 
Istter of credit 
Letter of Credit 
Letter of Credit 
Operations 
Cash 
Agency Funds 
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Pennaaent 
NumeqfLender/sout.lce Tax-Exempt Perunit 
CHFA First Mortgage 4,245,000 56,600 
CHFAHAT - 0 
NCCLF 700,000 9,333 
Total Institutional Fiaanchg 4,948,000 66,933 

muitnr *crndndl 

Deferred Developer Equity 0 .  0 

Tax Credits 1,905,388 25,405 
Napa Housing Authority 237,500 S, 167 

Total Equity Financing 2,142,880 20,672 

TOTAL SOURCES 7,007,800 84,808 

Acquisition 
Rehabilitation 
New Construction 
Architectual Fees 
Survey and Engineering 
Const. Loan Interest h Fees 
Permanent Financing 
Legal Fees 
Reserves 
Contract Costs 
Construction Contingency 
Local Fees 
TCACYOther Costs 
PROJECT COSTS 

heloper's Fee 
ConsultantPmcessing Agent 

TOTAL USES 

5,555,000 
578,300 

0 
0 

5,000 
14,000 

124,625 
27,500 

176,526 
11,100 
95,000 
8,000 

0 
7,711 

0 
0 

67 
187 

1,662 
367 

2,354 
148 

1,267 
107 

321,475 4,286 
$6,916,826 92,220 

68,287 1577 
103,075 708 

$7,087,800 84,506 
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96 of t o m  8 per unit I 
Total Rental Income 745,748 98.9% 9,943 

' Laundry 8,100 1.1% 108 
M e r  Income 0 0.0% - 
C o m m ~ t a i l  0 0.0% - 
Qroes Potential bpcomc 103,848 100.096 10,051 . 
Less: 
Vacancy Loss 

Total Net Revenue 

29,943 4.0% 399 

723,905 96.096 9,652 
- 

Payroll 
Administrative 
Utilities 
Operating and Maintenance 
Insurance and Business Taxes 
Taxes and Assessments 
Reserve for Replacement Deposits 
Subtotal Operating Expensee 

99,050 18.0% 
48,446 8.8% 
23,340 4.2% 
36,772 6.7% 
2,431 0.4% 
1,000 0.2% 

26,250 4.8% 
237,289 43.2% 

1,321 
646 
311 
490 
32 
13 

350 
s, 164 

311,992 56.8% . 4,160 1 FiopndalErpeor~ 
Mortgage Payments (1st loan) 
Total Financial 311,992 56.8% 4,160 

* ew,mo 100.056 7,324 I 
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RESOLUTION 00-18 

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT 

WHEREAS, the Califonria Housing Finance Agency (the "Agency") has 
received a loan application from A.F. Evans Company, a California corporation, on 
behalf of Charter Oaks Associates, L.P., a California limited partnership (the 
Borrower") seeking a loan commitment under the Agency's Preservation Loan Program 
in the mortgage amounts described herein, the proceeds of which are to be used to 
provide a mortgage loan for a 75-Wit multifamily housing development located in the 
City of Napa to be known as Charter Oaks Apartments (the "Development"); and 

WHEREAS, the loan application has been reviewed by Agency staff which has 
prepared its report dated June 26,2000 (the "Staff Report") recommending Board 
approval subject to certain recommended terms and conditions; and 

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, 
as the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse 
prior expenditures for the Development with proceeds of a subsequent borrowing; and 

WHEREAS, on October 18, 1999, the Executive Director exercised the 
authority delegated to her under Resolution 94-10 to declare the official intent of the 
Agency to reimburse such prior expenditures for the Development; and 

WHEREAS, based upon the recommendation of staff and due deliberation by 
the Board, the Board has determined that a final loan commitment be made for the 
Development. 

NOW, THEREFORE, BE IT RESOLVED by the Board: 

1. The Executive Director, or in hisher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to execute 
and deliver a final commitment letter, subject to the recommended terns and 
conditions set forth in the CHFA Staff Report, in relation to the Development 
described above and as follows: 

PROJECT DEVELOPMENT NAME/ NUMBER ' MORTGAGE 
NUMBER- OF UNITS AMOUNT 

00409-N Charter Oaks Apartments 75 $4,185,000 
Napa/Napa 
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2. The Executive Director, or in hidher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to increase the 
mortgage amount so stated in this resolution by an amount not to exceed Seven percent 
(7%) without further Board approval. 

3. All other material modifications to the final commitment, including increases 
in mortgage amount of more than seven percent (7%), must be submitted to this Board for 
approval. "Material modifications" as used herein means modifications which, when 
made in the discretion of the Executive Director, or in hisher absence, either the Chief 
Deputy Director or the Director of Programs of thc Agency, change the legal, financial or 
public purpose aspects of the final commitment in a substantial or material way. 

I hereby certify that this is a true and correct copy of Resolution 0-18 adopted at a duly 
constituted meeting of the Board of the Agency held on July 13, 2000, at Sacramento, 
California. 

ATTEST: 
Secretary 



Projec? : Park Pacific Apts. Borrower: Village Park Pacific, L.C. 
Locorion: 10256 La Hacienda Ave. GP: Foundation for Social Resources 
afy: Fountain Valley LP: VPM Park Paciflc LLC 

Program: Tax Exempt county: orange me: Family CHFA i! : 009224 

$12.3SO.000 $71,802 
selkr second s3202355 $18,618 
Developers Cash $122.570 $713 
PumPDcnt 
CHFA Fim Mortgage $12,975.000 s75.436 
Developers Cash so so 
Deferred Developer Equity so so 
Tax Credit Equity $4,557,222 526,495 

rzzzl 74.042. 

Section Page 
Narrative 2 
Project~ummary . 6 

Roiea Rofilc 

I 
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Reserve Rquimnenu 
Unit Mix and inmmc 
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CALIFORNIA HOUSING FINANCE AGENCY 
Final Commitment 

Project Name: Park Pacific Apartments 
CHFA Project # 00-022-N 

SUMMARY: 

This is a Final Commitment request for a taxable acquisition loan in the amount of 
$12,350,000 at 7.0% interest for 2 years and a tax-exempt permanent fmt mortgage in the 
amount of $12,975,000, amortized over 30 years at 6.20% interest. Park Pacific 
Apartments is an existing 172-unit. family project located at 10256 La Hacienda Avenue, 
Fountain Valley, in Orange County. 

LOAN TERMS: ACOUISITION PERMANENT 

Loan Amount: $12,35O,OoO $12,975,OOO 

Interest Rate: 

Term: 

Financing: 

7.00% 6.20% 

2 years 30 years 

Taxable Tax-Exempt 

PROJECT DESCRIPTION: 

This 172-unit family project is part of a 472-unit project that was constructed in three 
phases3n 1970. The subject is referred to as Phase II and is legally separate from the 
other two phases and is situated on 6.135 acres. There are 13 two-story buildings with a 
mix of one and two-bedroom floor plans ranging in size from 688 square feet to 916 
square feet. The project is extensively landscaped and has a p l ,  spa, two laundry 
rooms, 213 carport spaces and 10 open parking spaces. 

PROPOSED REHABILITATION: 

The proposed rehabilitation is estimated to cost $1.4 million dollars with the following 
primary components to be address: 

Replaceroofs 
Replace Heaters & NC's 

June 26,2000 

Plumbing repairs & upgrades 
Repair patio fencing & fascia 

2 



PROPOSED REHABILITATION: (CONTINUED) 

Repair upstairs decks as needed Patch, slurry seal & stripe driveways 
0 Replace c&pet and vinyl flooring 0 Resurface pool and deck 

Replace window coverings Purchase new pool m a  furniture 
Install new ranges & hood fans 0 Install new refrigerators & disposals 
Paint all interior units 0 Repladrepair countertops as needed 

0 Eradicate termitedrepair termite damage Dryrot repairs 

RELOCATION: 

The units are to be rehabilitated through normal unit attrition and will not require 
permaneat relocation of tenants. Temporary relocation may be required if the buildings 
need to be fumigated. The Agency will require compliance with any applicable 
provisions of the Uniform Relocation Act. 

MARKET DEMAND: 

The project’s primary market area (PMA) is considered to be the City of Fountain Valley 
where the current estimated population is 54,754 and the median home value is $285,300. 
The PMA median household income is currently $56,115 compared to the Orange County 
median income of $68,300. With over half of the households in the PMA earning less 
than $50,000 per year, rental housing is in high demand with occupancy rates averaging 
over 98%. 

HOUSING SUPPLY: 

Fountain Valley is 98% built out, with present land uses being 50% single family homes, 
10% condominiums, 20% apartments, and the remainder being commercial or industrial. 
Park Pacific is surrounded by similar apartment communities and is in close proximity to 
retai1 centers, supennarkets, restaurants, schools, and parks 

In a survey of over 1,400 rental units, only 16 were vacant. Rental rates continue to 
increase as the Ental market continues to remain srrong and prospective tenants migrate 
out of the more expensive areas of Wie and Newport Beach. According to CB Richard 
Ellis, the amount of new construction starts in the southern part of Orange County will 
decline in 2000 as entitled land available for future developmeat is limited. Developers 
are responding to rental demands by acquiring and renovating the existing housing stock. 

June 26,2000 3 
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Rent Differentials (Proposed Rents vs. Market) 

Subject Market Merence Percent 
Rent Level property Rate Avg. Btwn Market of Market 

50% $ 677 $865 $188 78 % 
60% $764 $865 $101 88 % 

50% $ 755 $1,015 $260 74 8 
60% $ 912 $1,015 $103 90% 

60% $ 912 $1,055 $143 86 % 

One Bedroom 

Two Bedrood One Bath 

Two Bedroom / Two Batb 

\ 

OCCUPANCY RESTRICTIONS: 

CHFA: 20% of the units (34) restricted to 50% or less of median income. 

TCAC: 100% of the units (100) restricted to 60% of median income. 

. . .  -. . 

ENVIRONMENTAL: 

A Physical Needs Assessment bas been ordered from EMG, Inc. along with seismic 
inspection report from Dames 8z Moore. The findings from a termite report prepared by 
RK Exterminators on June 11, 2000 have been incorporated in the final scope of work. 
The Phase I report prepared by Project Resources, Inc. on February 28, 2000 requires 
implementation of an ongoing Operations & Maintenance plan for the minimd levels of 
asbestos and lead-based paint discovered in the project. Further findings or 
recommendations from outstanding reports will be incorporated into the final scope of 
work and will be a condition of the final commitment. 

ARTICLE34: 

A satisfactory opinion letter will be required prior to loan close. 

DEVELOPMENTTEAM: 

Borrower’s profile: The borrower is Village Park Pacific, LP, a California limited 
partnership with VPM Park Pacific LIX, is co-general partner and Foundation for Social 
Resources, inc. is the managing general partner. 

June 26,2000 4 
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Scott J. Barker and Steve Tomlin are the sole members of VPM Park Pacific LLC which 
is a subsidiary of Village Investments and Village Property Management, Inc. 
(collectively “VPM’). VPM has 24 years of multifamily development, rehabilitation, and 
management experience and currently own and manage over 4,400 rental units. 

Foundation for Social Resources, Inc. c‘ Foundation”) was formed in 1988 and currently 
owns or has a beneficial interest in 35 apartment complexes comprising approximately 
6500 units. Foundation is located in Costa Mesa California. Mr. William Hirsch is the 
President of Foundation. 

Contractor: The Borrower bas solicit bids €or the proposed scope of work. A contractor 
will be selected once all of the environmental reviews and recommendations have been 
finalized. 

Architect: The scope of rehabilitation does not warrant an architect. VPM has renovated 
over 2,000 units and have adequate experience to supervise the rehabilitation of Park 
Pacific Apartments. 

Management Agent: Village Property Management, Inc. is a full service residential 
property management company. VPM currently manages two CHFA financed projects 
with 285 units. Mr. Philip H. McNamee established VPM in 1965 to manage his 
personal investments of single family homes. Between 1992 and 1979 Mr. McNamee, 
through limited partnership, purchased over 900 single-family homes in Orange County. 
In 1978 Mr. McNamee expanded his operations to include fee management of 
multifamily apartment developments. Mr. Scott Barker has been associated with VPM 
since 1976 where he established all corporate, project and partnership accounting 
procedures. He remains active in the supervision of all aspects of asset and property 
management. 

June 26,2000 5 
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Ihte: 26-Jun-00 

h j e a  : Park Pacific Apu. 
foEmion: 10256 La Hecicndr Ave. 

Fomrain Valley 

Borrwc Village Park Pacific, L.C. 
alqvmp: onnge 92708 

GP: Famdrtioa for Social Rcsourccr 
tP: VPMRrkPrificLLC 

LaM/carr 74.0% 
taonNalw 72.8% 

in 
AcqlRehab 
13 

'2 
134,880 
267.302 
28 
223 
213 

CHFA Loon A q .  
Seller Second 
Developen Cash 

12,350,000 
S3202,255 
Sl22.570 

$71,802 
518,618 
$713 

7.00% 
0.00% 
0.00% 

2 

rermanent 
ICHFA First Mortgage S 12,975 ,oOO $75,436 6.20% 30 
seller secopd so so 0.00% 
Tax Credit Equity s4,557.222 $26,495 0.00% 
Developers Cash so so 0.00% 
CHFA HAT so so 0.00% 

Basis of Reqllireznents 
1.25% of&anAmount 
1.25% of&anAmoum 
1.00% OfLapnAmOum 
0.00% 0forossIafonv 
30.00% oforosslncomc 
0.001 O f G r o S s ~  

$3so perunit 
SMO petunit 

Amount 
5154,375 
$162.188 
$129,750 

so 
$179,388 

so 
S60,m 
566,000 

-tY 
Clsb 
cash 
Imer of Credit 
Letter of Credit 
Leacr of Credit 
Letter of Wit 

Clsb 
operations 
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Name of Lender 1 Source 
CHFA Acq. Loan 
CHFA First Mortgage 
CHFA HAT 
Seller Secooa 
Total lastftptional F’irmcing 

16quity-cing 
Tax Credits 
Developers Cash 
Deferred Developer Equity 
Total Equity Financing 

Acquisition permanent 
Taxable Per unit Tprr-Exempt Per Unit 
12,350,000 71,802 0 - 12,975,000 75,436 

0 
3,202.255 18,618 0 

U S 2 2 5 5  90,420 l2,975,000 75,436 

. 
- - 

0 0 4,557,222 26,495 
122,570 713 0 ’ 0  

122,m 713 4,557322 za,49s 

101,932 TOTAL SOURCES 15,674,825 91,133 17,532322 

I 
Acquisition 
Rehabilitation 
New Construction 
Architemal Fees 

Const. Loaa interest & Fees 
Permanent Financing 
Legal Fees 
Reserves 
conbraft costs 
Construction Contingency 
Local Fees 
TCAC/other Costs 
PRoJEcTmms 

s w e y  &En- 

15,340,Ooo 
0 
0 
0 

9,500 
20,000 
154,875 

0 
129,750 
13,200 

0 
0 

89,186 
0 
0 
0 

55 
116 
900 
0 

754 
77 
0 
0 

15,001,177 
1,493,675 

0 
0 
0 

73,250 
167,188 
90,OOo 
265,388 

0 
192,525 

0 

87,216 
8,684 

0 
0 
0 

426 
972 
523 

1.543 
0 

1.1 19 
0 

7,500 44 88,520 515 
15,674,825 91,133 $17,371,722 100,998 

Developer Overbead Admin Fee 0 0 0 a 
C o n s u b a P r m e  Agent 0 0 $lao,Soo 933 

TOTALUSES w,6749=5 91,133 S 1 7 D 3 2 2  101,932 
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96 of total $ per unit 

Total Rental Income 1,651,344 99.1% 9,601 
Laundry 14,448 0.9% 84 
Other Income 0 0.0% - 
CommerciallRetail 0 0.0% - 
Gross Potential Income (GP9 1,665,792 100.0% 9,685 

Less: 
vacancy Loss 

Total Net Revenue 

116,605 7.0% 678 

1,549,187 93.0% 9,007 
- 

Payroll 
Administrative 
Utilities 
Operating and Maintenance 
Insurance and Business Taxes 
Taxes and Assessments 
Reserve for Replacement Deposits 
Subtotal Operating Expenses 

Financial Expenses 
Mortgage Payments (1st loan) 
Total Financial 

Total hject  Expemes 

97,598 6.5 96 567 
91,847 6.1% 534 
94,750 6.3 % 55 1 
146,117 9.7% 850 
39,883 2.6% 232 
21,902 1.5% 127 
60,200 4.0% 350 
552,297 36.7% 3,211 

953.614 63.3% 5-544 .-- _ _  .- .- -.- . - . _ _  

953,614 633% 5,544 

1,505,911 100.0% 8,755 
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RESOLUTION 00-19 

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT 

WHEREAS, the California Housing Finance Agency (the "Agency") has 
received a loan application from Village Park Pacific, L.P., a California limited 
partnership (the "Borrower") seeking a loan commitment under the Agency's 
Preservation b a n  Program in the mortgage amounts described herein, the proceeds of 
which are to be used to provide mortgage loans for a 172-unit multifamily housing 
development located in the City of Fountain Valley to be known as Park Pacific 
Apartments (the "Development "); and 

WHEREAS, the loan application has been reviewed by Agency staff which has 
prepared its report dated June 26,2000 (the "Staff Report") recommending Board 
approval subject to certain recommended terms and conditions; and 

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, 
as the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse 
prior expenditures for the Development with proceeds of a subsequent borrowing; and 

WHEREAS, on October 18, 1999, the Executive Director exercised the 
authority delegated to her under Resolution 94-10 to declare the official intent of the 
Agency to reimburse such prior expenditures for the Development; and 

WHEREAS, based upon the recommendation of staff and due deliberation by 
the Board, the Board has determined that a fml loan commitment be made for the 
Development. 

NOW, THEREFORE, BE IT RESOLVED by the Board: 

1. The Executive Director, or in hisher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to execute 
and deliver a final commitment letter, subject to the recommended terms and 
conditions set forth in the CHFA Staff Report, in relation to the Development 
described above and as follows: 

PROJECT DEVELOPMENT NAME/ 
N U M B E R L Q C A W T Y  
00-022-S Park Pacific Apartments 

Fountain Valley/Orange 

NUMBER MORTGAGE 
Qum€sL !&mYmL 

$12,45O,OOo 172 
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2. The Executive Director, or in hidher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to increase the 
mortgage amount so stated in this resolution by an amount not to exceed Seven percent 
(7%) without further Board approval. 

3. All other material modificatioIls to the final commitment, including increases 
in mortgage amount of more than seven percent (7%), must be submitted to this Board for 
approval. "Material modifications" as used herein means modifications which, when 
made in the discretion of the Executive Director, or in hisher absence, either the Chief 
Deputy Director or the Director of Programs of the Agency, change the legal, financial or 
public purpose aspects of the final commitment in a substantial or material way. 

I hereby certify that this is a true and c o m t  copy of Resolution 00-19 adopted at a duly 
constituted meeting of the Board of the Agency held on July 13, 2000, at Sacramento, 
California. 

ATTEST: 
Secretary 



Date: 26-J~-00 

Froject : Ocean View Apts. 
Location: 555 Crespi Drive 
City: Pacifica 
County: san Mate0 
OP: Senior 

Borrower: 
GP: 
LP: 
Rvgram: 
CHFA # : 

NAHT 
NAHT 
TBD 
SOl(CX3) 
99-016-N 

CHFAFirstMortgage 
HOMEICDBG funds 
City RDA funds 
City of Pacifica 
Other 
Developer Equity 

$9,325,000 ' 

$700,000 
$300,000 

$1,650,000 
$0 

$75.731 

I $93,250 
I 
I $7,000 

a9000 
$16,600 

* $ o  
$757 

Tax Credits I $0 I $0 
ICHFA Bridge $0 I $0 
ICHFA HAT- I $0 I 
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CALIFORNIA HOUSING FINANCE AGENCY 
Final Commitment 

Project Name; Ocean View Apartments 
CHFA Project # 99-0 16-N 

SUMMARY: 

This is a Final Commitmemt request for a tax-exempt fmt mortgage in the amount of 
$9,325,000, amortized over 30 years at 5.75% interest. The project, Ocean View 
Apartments, an existing 100-unit, elderly.project is located at 555 Crespi Drive, Pacifica, 
in San Mateo County. 

LOAN TERMS: 

Loan Amount: 

Interest Rate: 

Term: 

Financing: 

0 .  

$9,325,000 

5.75% 

30 years 

Tax Exempt 50 1 (c)3 

LOCALITY INVOLVEMENT: 

The City of Pacifica is acquiring the project through eminent domain proceedings and 
will sell the project to the Borrower. (The City of Pacifica will make an unsecured loan 
to the project using CHFA HELP Program funds in the amount of $1,650,000.) The 
County's CDBG and HOME Programs will be providing loans totaling $700,000 at 3% 
interest for 35 years. The City will be providing Redevelopment Agency funds in the 
amount of $300,000 as a 30-year residual receipts loan. 

PROJECT DESCRIPTION: 

This 100-unit elderly community was built in 1972 on a 1.5-acre parcel overlooking the 
ocean. There are 100, one-bedmom units measuring approximately 505 square feet, in 
two, three-story buildings joined together by an enclosed bridge. The buildings have 
secured access and emergency pull cords and intercoms in tach unit. There is a central 
laundry area, a recreation building with a small kitchen facility and accessible bathrooms. 
There are 46 subterranean parking spaces below one of the buildings and parking is also 
available on the street. Elevator service is available in each building with access to the 

June 26,2000 
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units via interior hallways. The project is within a third of a mile from the Senior Center, 
shopping, transportation, and post office. 

PROPOSED REHABILITATION: 

The proposed rehabilitation is minimal and estimated to cost $300,000 with the following 
primary components to be address: 

Parking area re-striping 
Vinylsiding 
Addition of handrails 
CommonAreaCatpeting 

RELOCATION: 

RoofRepairs 
0 Gutter & Downspout repairs 
0 Upgrade of Fire & E-Call system 
0 Common Area Painting , 

Given the minimal scope of rehab, there will be no requirement for relocation of tenants. 

MARKET DEMAND: 

The project’s primary market area (PMA) is considered to be within the City of Pacifica 
where the current estimated population is 41,050 and the median income for a two person 
household is $59,900. It is estimated that over 50% of the elderly rental households earn 
less than 50%-of median income. With such a high percent of lower income elderly, the 
affordable rental units will remain in high demand. 

a 
HOUSING SUPPLY: 

The project is located along the coast in the City of Pacifica where housing is at a 
premium and unaffordable to most low income families. Approximately 70% of the 
project is occupied by households with Section 8 Housing Vouchers who could not 
otherwise afford to live in market rate units. The current market rents in Pacifica for one- 
bedroom units range from $950 to $1,500 per month, and rents for two-bedroom units go 
for as much as $2,000 por month. Overall occupancy rates exceeded 97% per mum in 
1998. The affordable housing rental market should remain strong given the strength of 
the local economy, low vacancy rates, the lack of affordable housing, steady population 
growth and the lack of construction of new apartment projects. 

Rent Differentials (Proposed R a t s  vs. Market) 

Morket Merence Percent 
Rtat L#d property Rate Avg. Btwn Market of Market 

50% $ 748 $1,150 $402 65% 
60% $ 842 $1,150 $308 73% 
65% $1,038 $1,150 $1 12 90% 

sbb)cet 

One Bedroom 

June 26,2000 3 
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OCCUPANCY RESTRICTIONS: 

CHFA: 20% of the units (20) restricted to 50% or less of median income. 

HOWCDBG: 3% of the units (3) restricted to 50% or less of median income 
8% of the units (8) restricted to 60% or less of median income 
38% of theunits (38) restricted to 80% or less of median income 

City of Pacifica: 100% of the units (100 ) restricted to 80% of median income. 

ENVIRONMENTAL: 

Dames and Moore completed a Phase I inspection in March that had no significant 
findings. The Borrower provided a Capital Needs Assessment prepared by McDonough, 
Holland & Allen in December 1999 which provided the basis for the current scope of 
work. An additional physical needs assessment has been ordered from EMG, Inc. Any 
recommendations from the report will be incorporated into the final scope of work and 
will be a condition of the final commitment. 

8 

ARTICLE 34: 

A satisfactory opinion letter will be required prior to loan close. e 
DEVEJBPMENT TEAM: 

Borrower’s profde: A subsidiary of National Church Residences (“NCR’), an Ohio 
non-profit corporation, will be the sole general partner of a yet to be formed limited 
partnership called Pacifica Senior Housing Limited Partnership. 

Founded by Rev. John R. Glenn and four Ohio Presbyterian churches in 1961, NCR is a 
not-for-profit corporation governed by a 24-member Board of Trustees with a healthy mix 
of professional, business, and human service backgrounds. NCR provides high quality 
housing and health care communities, as well as supportive services to persons with 
modest incomes. NCR currently serve over 15,000 residents and have nearly 1,000 
employees. With over sixteen years of experience with multifamily rental housing in 
California, NCR has developed and currently manage 5 projects with a total of 366 units 
in Los Angeles and Orange counties. 

e 
Contractor: The Borrower will solicit bids for the proposed rehabilitation once the entire 
scope of work has been finalized. Preliminary rehab costs were derived from, and based 
upon the scope of work identified by the Capital Needs Assessment prepared by 
McDonough, Holland & Allen. 

June 26,2000 4 



933 

Architect: The scope of rehabilitation does not warrant an architect. 

Management Agent: National Church Residences (NCR) currently manage over 13,000 
units in Ohio and California and will manage the Ocean View Apartments. NCR’s 
California managed properties currently maintain a vacancy rate of less than 3% per 
mum. 
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Date: 26-Jun-00 

100 

Rojed .- Ocean Vim Apts. Appraiser: Walter Carney Units 100 
Lixation: 655 Crespi Drive HdbergBthociates Handicap units 

1 

PacitiCe Cop Rate: 7.50% 
~Uniylzip: SanMateO 94044 As-lrVdUe $ l O , ~ , O O o  

GP: NAHT FidVdUe:  $11,4OO,ooo 
Bommer: NAHT AperVdue $ 11,4OO,OOo 

LP: TBD 
LlWITV: 

hwunt: SOl(CK3) LoonlCost 77.4% 
CHFA #: 99-016-N LconIVd~e 81.8% 0 

L 

Amount 

CHFA First Mortgage $9,325,000 
HOWCDBG funds $700,000 
City of Pacifica $1,650,000 
City RDA h d s  $300,000 
Developer Equity $75,731 
Tax Credit Equity $0 
Deferred Developer Fee $0 
CHFA Bridge $0 
City of Pacifica $0 

w e  nm 
Buildings 
stories 
G m s  s9 Fr 
-sqn 
UnitslAm 
Total Parking 
covered Parking 

Per Unit I Rate 

$93,250 
$7,000 

$16,500 
$3,000 

$757 
$0 

5.75% 
3.00% 
3.00% 
3.00% 

$0 
$0 0.00% 
$0 0.009 

E.crowe 
Commitment Fee 
Finance Fee 
Bond OriginationGuarantee 
RentupAccOunt 
operatingw-=-e 
Marketing 
AnndRaplacemsnt ReeerrreDeposit 
Initial Deposit to Repl. Reserve 
Transition Fund 

AodRehab 
2 
3 
71,372 
66.340 
67 
46 
46 

Tenn - 
30 
35 
10 
30 

Basis of Requtrementa 
1.25% OfLoanAmount 
1.25% o f I a a n h o u n t  
0.00% OfLoanAmouat 
0.0096 OfGmseIacome 

10.0096 OforaSeXncome 
0.00% OfOrogeIncome 

350 PerUnit 
lo00 PerUnit 

$0 PerUnit 

Amount 
$116,563 
$116,563 

$0 
$0 

$112,356 
$0 

$35,700 
$102,000 

$0 

security 
Cash 
Cash 
Letter of Credit 
Letter of Credit 
Letter of Credit 
Letter of Credit 
Operations 
Cash 
Operations 
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NameQfLender/source 

city of Pacifica 

CHFA First Mortgage 
CHFA Bridge 

HOWCDBG funds 
City RDA h d s  
Other Loans 
Total Institutional Financing 

Equitg Ftnuncing 
Tax Credits 
Developer Equity 
Total Equity Financing 

TOTAL 8OURCES 

Amount 
9,325,000 

0 
1,650,000 

700,000 
300,000 

0 
11,975,OOO 

0 
75,731 

75,731 

12,050,731 

$per a t  
93,250 

0 
16,500 
7,000 
3,000 

0 
119,750 

0 
757 
757 

120,507 

Acquisition 
Rehabilitation 
New Construction 
hchitectual Fees 
Survey and Engineering 
Const. Loan Interest & Fees 
Permanent Financing 
Legal Fees 
Reserves 
Contract Costs 
Construction Contingency 
Local Fees 
TCACYOther Costs 
PRoJEcTcolsTs 

Developer OverheadPdt 
Consultan- Agent 

11,100,000 
300,000 

0 
0 
0 

15,000 
248,625 
30,000 

214,356 
6,750 

30,000 
0 

12,000 
11,858,731 

0 
95,000 

11 1,000 
3,000 

0 
0 
0 

150 
2,486 

300 
2,144 

68 
300 

0 
120 

119,557 

0 
950 

TOTALUSBS 12,080,731 120,507 
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8 per upit 

Total Rental Income 1,111,560 11,116 
Laundry 6,000 60 
Other Income 6,000 60 
CommerciaVRetail 0 - 
Oroer PoteatiaI Income (OPI) 1,123,Wo 11,236 

w 
Vacancy Loss 66,178 562 

Total Ret Revenue 1.087.382 10,674 

Payroll 
Administrative 
Utilities 
Operating and Maintenance 
Insurance and Business Taxes 
Taxes and Assessments 
Reserve for Replacement Deposits 
Subtotal Operating Erpenses 

0 
0 
0 
0 

2,348 
302,400 
35,700 

340.448 

- 
- 
23 

3,024 
357 

3,404 

Financial Expenses 
Mortgage Payments (1st loan) 653,018 6,530 
Total W c i a l  653.018 6,530 

Total Project Expenses 993,486 @.ass 
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RESOLUTION 00-20 

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT 

WHEREAS, the California Housing Finance Agency (the "Agency") has 
received a loan application from National Church Residences, an Ohio nonprofit 
corporation (the "Borrower") seeking a loan commitment under the Agency's 
Preservation Loan Program in the mortgage amounts described herein, the proceeds of 
which are to be used to provide a mortgage loan for a lOeunit multifamily housing 
development located in the City of Pacifica to be known as Ocean View Apartments 
(the "Development"); and 

WHEREAS, the loan application has been reviewed by Agency staff which has 
prepared its report dated June 26, 2000 (the "Staff Report") recommending Board 
approval subject to certain recommended terns and conditions; and 

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, 
as the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse 
prior expenditures for the Development with proceeds of a subsequent borrowing; and 

WHEFEAS, on October 18, 1999, the Executive Director exercised the 
authority delegated to her under Resolution 94-10 to declare the official intent of the 
Agency to reimburse such prior expenditures for the Development; and 

WHEREAS, based upon the recommendation of staff and due deliberation by 
the Board, the Board has determined that a f d  loan commitment be made for the 
Development. 

NOW, THEREFORE, BE IT RESOLVED by the Board: 

1. The Executive Director, or in hidher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to execute 
and deliver a final commitment letter, subject to the recommended terns and 
conditions set forth in the CHFA Staff Report, in relation to the Development 
described above and as follows: 

PROJECT DEVELOPMENT NAME/ 
NUMBER- 
99-016-N Ocean View Apartments 

PacifidSan Mate0 

NUMBER MORTGAGE 
Q!Zmm AMOUNT 

100 $9,325,000 

c 
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10 

11 

12 
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14 
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16 

17 

18 

19 

20 

21 
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24 

-25 

28 
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2. The Executive Director, or in hisher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to increase the 
mortgage amount so stated in this resolution by an amount not to exceed seven percent 
(7%) without fiuther Board approval. 

3. All other material modifications to the final commitment, including increases 
m mortgage amount of more than seven percent (7%>, must be submitted to this Board for 
approval. "Material modificatiorrs" as used herein means modifications which, when 
made in the discretion of the Executive Director, or in hisher absence, either the Chief 
Deputy Director or the Director of Programs of the Agency, change the legal, financial or 
public purpose aspects of the final commitment in a substantial or material way. 

I hereby certify that this is a true and correct copy of Resolution 00-20 adopted at a duly 
constituted meeting of the Board of the Agency held on July 13, 2000, at Sacramento, 
California. 

ATTEST: 
Secretary 

I 
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R o j m  : 8th & Natoma Family Housing Borrower: Episcopal Community Services 
Location: 165 8th Street GP: 8th St. Community Resources 
ary: SanFrancisco LP: Mmitt Capital 
county: SF h g m :  Special Needs 
me: Family CHFA # : 99-OWN 

Mercy Lagn F d  -Mini Perm 
SF MOH -Rap A - Amonized 
SF MOH -R.ap A - De- 
SF RDA HOPWA 
SF MOH - CDBG 
AHP 
Developer Gpital Campaign 

SS25.100 
s3,8!59,m 
$3,889,031 
$689,407 

$1,122.B0 
$2oo.ooo 
3775.OOo 

s10.940 
580,406 
$81,022 
$14,363 
$23.380 
$4,167 
$16,146 

Tax Credits I 56,845.306 I $142.61 1 
[CHFA Loan to Lender $6,500,000 I $1 35.4 17 
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CALIFORNIA HOUSING FINANCE AGENCY 
Final Commitment 

Project Name: 8th & Natoma Apartments 
CHFA PROJECT # 99-034-N 

SUMMARY: 

This is a request for a taxable loan for 8* & Natoma Apartments. The Agency will make a 
2-year loan to the construction lender, Union Bank, at a 1% interest rate, which will be 
secured by a letter of credit for the amount of the Agency loan. Union Bank will pass along 
the savings from the Agency loan to the Borrower by reducing their construction interest 
rate. 

The project is a 48 unit, new construction, family housing development located at 165 8* 
Street in San Francisco. The project contains 4 one-bedroom units, 12 two-bedroom units, 
27 three-bedroom units and 5 four-bedroom units. The project will serve special-needs 
population of families who are either homeless or in danger of becoming homeless. Fifteen 
of the units will be reserved for families where the adult member has either a diagnosed 
mental illness, has a history of substance abuse, or has been diagnosed with HIVIAIDS and 
is homeless or in danger of becoming homeless. The Sponsor is Episcopal Community 
Services (ECS). 

LOAN TERMS: LOAN TO CONSTRUCTION LENDER 

Loan Amount $6,500,000 

Interest Rate: 1% 

SPECIAL NEEDS LOAN TERMS: 

The Agency's involvement will be limited to making a reduced interest loan to the 
construction lender. The loan will be re-paid by an equity payment from the tax credit 
investor at pennanent loan closing. The Agency will not take either a security interest in 
the real estate or an assignment of the general partner's interest in the tax credits. 

An interest rate subsidy of $199,358 will be required to reduce the interest rate from 8.25% 
to 1%. This loan affords the Agency an opportunity to utilize federal funding sources to 
deepen project affordability. 

06/2fjJ2ooo 2 
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Lender Loan RejmymentTerms Term Interest 
Amount Rate 

Mercy Loan Fund $525,100 fully amortized over term of 5 6.00% 

SF MOH - Prop A - $3,859,500 Residual receipts, effective 15 7.15% 
gmortized mterest 
SF MOH - Prop A - $3,889,037 Residual receipts, simple 50 3.00% 
deferred interest 
SF MOH - CDBG $1,122,250 Residual receipts, simple 50 3.00% 

interest 
SF RDA HOPWA $689,407 Residual receipts, simple 50 3.00% 

interest 

r 

loan 

AHP $200,000 Forgivable loan 10 0.00% 

LOCALMY INVOLVEMEN" 1 RENT SUBSIDIES /'AND OTHER FUNDING 

The project has a commitment from HUD for fifteen (15) Shelter Plus Care rent 
subsidies. The Shelter Plus Care subsidies are project based but expire in 5 years. 
Renewal is discretionary with HUD. The Shelter Plus Care subsidies support a small, 
five year, $540,100 permanent loan from the Mercy Loan Fund. 
The project has received a commitment for thirty-two (32) Section 8 certificates from 
the San Francisco Housing Authority. * The MAP agreements for these certificates are 
only year-to-year, but the expectation is that these certificates will be "permanent" 
because they are replacement housing for lost HUD Hope 6 projects. These certificates 
will support a $3,859,500 locality loan that will be fully amortized over 15 years at a 
7.15% interest rate with the proceeds of the Section 8 rent subsidies. In the event that 
the Section 8 contracts are not renewed, this loan will be become a deferred loan, 
payable from residual receipts. 
The City of San Francisco has agxed to make thee additional loans to the project, 
totaling $5,700,734. These loans are residual receipts, and deferred for 50 years. The 
four locality loans total $9,560,194. To date, $7,882,121 has been committed to the 
project by the locality. The borrower has requested an additional $1,855,588 from the 
City. The City bas indicated a willingness to increase their deferred Prop A loan, but 
will not make a firm d m t  until theccmstmm 'on costs have been fmralized. 
Tb#e is a S200.W A?iP folgivable loan. 
The Borrower will contribute $775,000 in equity at construction loan closing. These 
funds will come from fuadraising. Of this amount $345,000 has been raised and the 
remaining $410,000 pledged. The City has agreed to loan the Borrower these funds at 
0% interest in the event that the Borrower has not raised the full mount by construction 
loan closing. 

0 The borrower received an allocation of 9% tax credits in 1999. 
Construction will be at prevailing wage rates. Compliance will be monitored by the 
City. 

8 
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SPECIAL NEEDS PROGRAM: 

This project will provide 48 units of new permanent, supportive housing for very low- 
income families who are homeless or in danger of becoming homeless. All of the units will 
have rental subsidies. At least 100 children will be housed together with their families. The 
applicants will be drawn from the City of San Francisco Shelter Plus Care and Section 8 
waiting lists and screened by EHS. 

There are 14,000 homeless people in San Francisco, half of them with families. There are 
only 21 1 family shelter beds available, and on any given night 100 families are turned 
away. The impact on families is devastating. When parents loose their housing, they loose 
their children, who are often placed in foster care. Ninety-five percent (95%) of the 
families engaged in court-mediated reunification in San Francisco site a lack of affordable 
housing as the most significant barrier to reuniting with their children. For parents the loss 
of their children adds anguish to adversity. For children, the lack of a stable home and 
healthy family often sets the stage for high-risk behaviors and spells an uncertain future at 
best. 

Social Service Program: 

The Sponsor will provide Social Services. The social service program will include the 
following components: 

a family skills program, 
social and recreational programs for families, 
health care and related education for both parents and children, 
case management services to support each person in the family, 
mental health services, 
educational, vocational and training opportunities, 
a child development center for infants and toddlers and pre-school children, 
an after school program for elementary school children, 
And an after school program for pre-teens and teens. 

ECS has received a social service start up grant of $80,000 from the City of San Francisco 
Social Service’s Department. They have also received a two-year grant totaling $95,000 
from the Copration for Supportive Housing. They anticipate that they will receive 
between $262,704 and $343,749 for social services fiom the City of San Francisco Social 
Service’s Department. M a g  the first 5 years of the project, between $38,747 and $43,233 
in rental income will be available from the Shelter Plus Care rent payments for services. 
They will also be eligible for Supportive Housing Initiative Grants from the State of 
California. 

ECS plans to hire 11 people to staff the supportive services program including a Support 
Services Director, five (5) case managep for mental health, adult services, families and 

06/26/2000 4 
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children and youth, a family resource specialist, a vocational specialist, and two full time 
child care staff. There will also be two part time housing support staff. 

PROJECT DESCRIPTION: The property is located on a 26,206 square foot site currently 
occupied by an existing three story older 50,000 square foot warehouse. It is in the South 
of h4arket Area (SOMA) District of San Francisco. 

The existing improvements will be demolished and replaced with a new 48 unit family 
affordable housing project. Upon completion there will be four (4) one-bedroom units 
ranging in size from 563 to 612 square f e  "here will be twelve (12) two-bedroom units, 
ranging in size from 771 to 1,104 quare feet, three of which are townhouse units. There 
will be twenty-seven (27) three-bedroom units ranging in size from 1,000 to 1,126 square 
feet, ten of which are townhouse units. There are five (5)  four bedroom units ranging in 
size from 1,203 to 1,494 square feet. In all, there are 20 different floor plans. 

The new development will contain two separate but connected buildings with a total of 
92,000 square feet of usable space. Of this 77,310 will be reserved exclusively for 
residential uses, 10,733 square feet will be available for supportive services serving both 
the residents and other clients of the sponsor. There will also be 3,557 square feet for the 
sponsor's administrative offices. The service and residential areas will be separate, and 
serviced by different elevators. 

- 

The larger building will be five stories with the ground floor comprised with an enclosed 
parking garage, main lobby, and skills center. The second through fifth levels will contain 
42 residential units, The second level will have residential units, three open courtyards for 
residents, a 4,196 quare foot tenant service area, and a community room. The third floor 
will have more residential units and the sponsor's office area. The fourth and fifth floors 
will be exclusively residential. The ground floor will be concrete, and will support the 
paved courtyard areas, as well as the four story I-HR fxe-rated, sprinkled, wood-frame 
construction above. 

The smaller building will be a four-story, wood fkame building. The ground floor will 
contain a child care center and a courtyard with playground area. The second, third and 
fourth floors will contain six residential units. They will be connected to the larger 
building by a pedestrian bridge 011 the second floor level. 

RELOCATION: Relocation is complete. There were ten (10) small commercial 
establishments in t&e existing warehouse. Ail ten have been relocated as per the 
requirements of the relocation plaa prepared Pacific Relocation Consultants of Oakland, 
Califanria dated November 22,1999, and the quhements of the Uniform Relocation Act. 
The San Francisco Redevelopment Agency monitored the relocation. 

06/26/2000 5 
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MARKET DEMAND: 

The City of San Francisco has a population of 790,500. It is at the geographic center of the 
Bay Area, which is the 4* largest metropolitan center in the United States with a population 
of 6,900,000. The San Francisco housing market is one of the most expensive in the 
country. Vacancy rates have been approximately 1% for the last several years and the 
overall market has stayed very strong with rapidly escalating prices. The supply of housing 
is very limited and the outlook for the housing market is very positive. 

@ 

The project area is in the South of Market Area (SOMA) district that has historically been 
characterized as an industrial neighborhood. Recently it has become the main area of 
development in San Francisco and is transitioning from an older industrial and secondary 
office area to newer office developments, livdwork projects and new residential 
developments. It is well served by transportation. The general outlook for the neighborhood 
surrounding the project is positive. 

Rent Differentials (Market vs. Restricted Subject Rents) 

Rent Level Subject Project Mkt. Rate Avg. Mfference Percent 
Note: As long as Shelter Plus Care md Project Based Section 8 renal subsidies are in placc, the tenanu will pay the 
lower of 30% of their income or the restricted rent. 

One bedroom 
45 % $494 $1,275 $78 1 39 % 
50% $612 $1,275 $663 48 % 

18% $21 1 $1,650 $1,439 13 % 
45 I $561 $1,650 $1,089 34 % 
50% $636 $1,650 $1,014 39 % 

Two Bedmom 

ThreeBedmm . 
35 96 $498 $2,200 $1,702 23 % 
45 96 $617 $2,200 $1,583 28 % 
50% $751 $2,200 $1,450 34 % 

35 % $574 $2,650 $2,076 22 k 
45 % $679 $2,650 $1,971 26% 
50% $866 $2,650 $1,784 33 % 

Four Bedroom 

HOUSING SUPPLY: 

Demand is strong for both market rate and affordable housing in San Francisco. Vacancy 
rates for market rate housing are under 1%. and units are filled at mover .  

06/26/2000 6 
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The demand for affordable housing in San Francisco far exceeds the current supply. There 
are 8,700 HUD Section 8 Project-based housing units in San Francisco. There is an average 
of 5,OOO to 6,000 persons on the waiting list for assisted housing. The typical waiting 
period is 36 months. 

OCCUPANCY RESTRICTIONS: 

CHFA: 100% of the units (47) restricted to 50% of xnedian income for 10 
years. A supportive service program for the residents in place for 10 
years. 

SF MOH: 89% of the units (42) restricted to 60% of median income. 
1 1 % of the units (OS) restricted to 40% of median income. 
1 1 % of the units (OS) reserved for people with H N I A I D S .  

TCAC: 17% of the units (08) restricted to 50% of median income. 
62% of the units (29) restricted to 45% of median income. 
21% of the units (10) restricted to 35% of median income. 

AHP: 100% of the units (47) restricted to 50% of median income. 

ENVIRONMENTAL: 

A Phase I and Phase Il Environmental Assessments were performed by Erler & Kalinowski 
and dated 3/18m. They identified the presence of lead and asbestos in the existing 
building, and an underground fuel tank. The lead and asbestos have been removed from the 
structure, and the fuel tank has been properly removed. The borrower has obtained 
appropriate clearances for abatement measures taken to date. 

A Soils Sampling Analytical Report was also prepared by Erler & Kalinowski on 3/24/1999 
that identified I& contamination in the soils. The borrower prepared a mitigation plan, 
which bas been approved by the San Francisco Department of Public Health. The 
mitigation plan nquirsd that all materials excavated from the site be analyzed and disposed 
of at an appropriate iandfii, and that any materials retained on site be properly 
encapsulated. The cost of the soil mitigation is estimatgd at $200,000. This cost was not 
anticipated. 

ARTICLE 34: 

A satisfactory opinion letter will be required prior to loan close. 

06/26/2000 7 
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DEVELOPMENT TEAM 

Borrower’s profile 
Episcopal Community Services has a long history of working effectively with homeless 
people in San Francisco. Founded in 1983 to develop an emergency response to San 
Francisco’s “temporary homeless problem”, the organization currently has a 4.5 Million 
dollar annual operating budget. They operate the following programs: 

The Kip Kannon House, which provides 104 low-income housing units, in a service 
intensive environment. Seventy percent of the residents are dual diagnosed with mental 
illness, HIV/AJDS and or substance abuse. 
Pacific Bay Inn, a master-leased 76 unit SRO housing formerly homeless men and 
women, in a service intensive environment. 
The Rose. ECS provides supportive services for a 76 unit SRO for homeless and 
formerly homeless people in San Francisco. The Rose is owned and managed by Mercy 
Charities Housing California. 
The Sanctuary Shelter, which provides clean and sober shelter, meals, clothing, social 
services, job counseling and rehabilitation for homeless people in San Francisco. 
Multi-Service Center North, a day program provides meals, clothing, social services, 
job counseling and rehabilitation for homeless people in San Francisco. 
The Senior Center, which provides activities, lunches social services and case 
management for very-low income and homeless seniors in San Francisco. 
The Skills Center, which provides opportunities for homeless and low-income people to 
gain skills through basic education, adult literacy, job counseling and job training. 

Contractor 

The Contractor is Obayashi Corporation of Danville, CA. Founded in 1932, they have built 
twenty-eight residential projects in the last five years, sixteen of which were affordable 
family housing projects. Obayashi Corporation is involved in a negotiated bid agreement 
with the Borrower. 

Architect 

The Architect is Robert Herman, FAIA, of Herman & Coliver. They have designed forty- 
one (41) affordable housing developments over the last ten years including one Agency 
project, the Arc Apartments. 

Management Agent: Mercy Services Corporation will manage the project. They own and 
manage 57 affordable housing developments witb 2,814 units of housing. Many of their 
properties are service enriched. 

06/26/2000 8 
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RESOLUTION 00.21 

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT 

WHEREAS, the California Housing Finance Agency (the "Agency") has received a 
loan application from Episcopal Community Services (the "Borrower") seeking a loan 
commitment under the Agency's Taxable ban Program in the amount described herein, the 
proceeds of which are to be used to provide a loan for a development to be known as 8th & 
Natoma Apartments (the "Development"); and 

WHEREAS, the application from the Borrower has requested that the Agency make 
the loan to Union Bank under the Agency's Taxable Loan Program for the Development; 
and 

WHEREAS, the loan application has been reviewed by Agency staff which has 
prepared its report dated June 26, 2000 (the "Staff Report") recommending Board approval 
subject to certain recommended terms and conditions; and 

WHEREAS, based upon the recommendation of staff and due deliberation by the 
Board, the Board has determined that a final loan commitment be made for the 
Development. 

NOW, THEREFORE, BE IT RESOLVED by the Board: 

1. The Executive Director, or in hisher absence, either the Chief Deputy 
Director or the Director of Programs of the Agency is hereby authorized to execute and 
deliver a final commitment letter, subject to the recommended term and conditions set 
forth in the CHFA Staff Report, in relation to the Development described above and as 
follows: 

DEVELOPMENT NAME/ LOAN 
E Y B a m x L L  H Q d M 3 . S -  

99-034-N 8th & Natoma Apartments 48 $6,500,000 
San Francisco/San Francisco 
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2. The Executive Director, or in hidher absence, either the Chief Deputy 
Director or the Director of Prcjgrams of the Agency is hereby authorized to increase the 
mortgage amount so stated in this resolution by an amount not to exceed seven percent 
(7%) without further Board approval. a 

3. 
in mortgage amount of more than seven percent (7%), must be submitted to the Board for 
approval. "Material modifications" .as used herein means modifications which, in the 
discretion of the Executive Director, or in hisher absence, either the Chief Deputy Director 
or tbe Director of Program of the Agency, change the legal, financial or public purpose 
aspects of the f m l  commitment in a substantial way. 

All other material modifications to the final commitment, including increases 

I hereby certify that this is a true and correct copy of Resolution 00-21 adopted at a duly 
constituted meeting of the Board of the Agency held on July 13, 2000, at Sacramento, 
California. 

ATTEST: 
Secretary 
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0: Board of Directors Date: June 29, 2000 

Linn Warren, Chief of Multifamily 
Ken Carlson, Director of Financing 

From: CALIFORNIA HOUSING FINANCE AGENCY 

Subject: purchase of Fannie Mae's California Portfolio of FHA-Insured Section 236 Loans; and 
Approval of Form of New Bond Indenture 
Resolution 00-22 

This is to request approval for the Agency to purchase from the Federal National Mortgage 
Association ("Fannie Mae") its available portfolio of mortgage loans on properties in 
California with acurrent aggregate principal balance of less than $300 million and insured by 
the Federal Housing Administration under Section 236 of the National Housing Act of 1937 
as amended. In addition, because the type of bond financing now recommended is different 
than had been previously approved, a new form of indenture is also offered for approval. 0 
BACKGROUND: 

In August of 1999 Fannie Mae issued notice to all state and local housing agencies that it 
was willing to sell loans from its portfolio of FHA Section 236 loans. The notice letter 
represented a "one-time" offer and made clear that the sale would have to be completed by 
August 1,2000. 

The Agency began formulating its new Business Plan at the beginning of this calendar year, 
and one element was the formalization of a retail and wholesale program strategy for our 
multifamily programs. It appeared that the Fannie Mae offer would be a logical activity to 
include in the wholesale program area. It also appeared to be an opportunity to more 
effectively engage a segment of the affordable housing market that would be desirable to 
preserve. 

In late April, 2000, we engaged CSG Advisors, Incorporated, of San Francisco to assist us in 
determining whether it would be feasible and desirable for the Agency to buy the portfolio 
within the available timeframe. Their initial task was to identify the key factors for CHFA 
to consider in purchasing the portfolio, the critical risk characteristics of the portfolio, the 
potential programmatic obligations if CHFA became the owner of the loans, and the 
alternatives to buying the entire portfolio. 1. 

. .  . .  
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By early June CSG had substantially finished its evaluation and identified a highly desirable 
course of action. We've attached the CSG report entitled "Feasibility of CHFA Purchase of 
Fannie Mae's Section 236 Loan Portfolio" as it thoroughly and succinctly covers the issues 
we considered in arriving at our recommendation. In summary, the furdings and 
recommendations were that: 

1. CHFA has two Business Plan purposes in purchasing the portfolio - (1) retaining the 
Section 236 Interest Reduction Payment ("IRP") to maximii affonhbility and (2) expanding 
CHFA's involvement in preservation efforts. 

2. In order to achieve this dual purpose, it is valuable and necessary to purchase the entire 
portfolio. 

3. However, since there is now an alternative way to preserve the IRP without buying the 
loans, CHFA should only buy the portfolio if it can do so in a very safe, reasonable, low- 
cost and low-risk way. 

4. In considering financing options, CHFA would want to be able to recover its costs and 
avoid interest rate and prepayment risk. 

5 .  Using taxable financing from Fannie Mae is the simplest, least expensive and most 
feasible way to purchase the portfolio. 

6. CHFA would not take on any FHA or HUD obligations by becoming the owner of the 
loans. CHFA's attorneys, however, need to determine if its statutory borrowing authority 
for this taxable financing imposes any additional requirements on CHFA with respect to these 
projects. 

PROPOSAL: 
As the f i n g  alternatives were being considered, CSG learned that Fannie Mae's Public 
Finance Division was willing to provide "pass through" financing to us. This was of great 
interest as it would result in a much more efficient and effective transaction accomplishing 
both the Agency's and Fannie Mae's public purpose and financial objectives. 

The "pass through" bonds will be privately placed with Fannie Mae, and the proceeds will 
simultaneously be used to acquire the FHA 236 California partfolio. CHFA will become the 
mortgagee of mwd, but the Servicing will continue to be done by GMAC (current servicer 
of this portfolio). Lam revenues will flow from the servicer through a bond trustee on a 
monthly basis to Fannie Mae, who will thereby be receiving the loan revenues (less servicing 
and other fees) as the bond hvestor rather than as mortgagee. A copy of the draft bond 
indenture for the proposed "Multifamily I.oan Purchase Bonds, 2000 Issue A" is attached. 

The remaining number of projects in the Fannie Mae portfolio should be about 250, which, 
as a result of prepayments, is slightly less than our estimates earlier this year. We 
discovered 8n error regarding the unpaid principal balance total: the correct amount at 
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March 2000 was approximately $274,000,000. The estimated costs for the Agency to do this 
transaction are $325,000, and this amount is intended to be recovered through a small annual 0 cost recovery fee. 

A Section 236 preservation financing plan is under development and will include initial 
communications to the project owners of CHFA's role as mortgagee and our interest in 
preserving these projects as affordable housing resources. We will also be analyzing the 
portfolio project data to determine what financing strategies would be most effective. 

JIECOMMENDA'IION : 

It is our recommendation that the Board adopt the attached Resolution 00-22 to authorize the 
acquisition of Fannie Mae's California FHA 236 loan portfolio and utilization of the "pass 
through" bond structure. This authorization would enable the Agency to pursue its 
preservation program objectives as the mortgagee of the loans without any additional real 
estate or interest rate risk. 

Resolution 00-22 would amend Resolution 00-6A (the multifamily financing resolution 
adopted in January) to authorize the issuance of bonds under the form of the "pass-through" 
indenture, and it would authorize the purchase of up to $300,000,000 of FHA-insured loans 
from Fannie Mae's Section 236 porrfolio and the execution of the loan sale agreement, 
servicing agreements. and other necessary agreements. 

- 

a 
Attachments 
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INTRODUCTION 

OR behalf of the California Housing Finance Agency, CSG Advisors was asked to help 
CHFA determine whether it was feasible to purchase Fannie Mae's portfolio of California 
FHA Section 236 loans. 

This work included identifying key factors for CHFA to consider in purchasing the 
portfolio, critical risk characteristics of the portfolio, potential programmatic obligations 
if CHFA becomes the owner of the loans, and alternatives to buying the entire portfolio. 
Because of Fannie Mae's August I deadline, an important issue was whether it would be 
feasible to buy the portfolio within that timekame. 

This report summarizes CSG's analysis of the portfolio purchase. It includes potential 
reasons for buying the loans: alternatives to purchasing the portfolio, including HUDs 
recent "decoupling" policy for Section 236 loans; financing risks, costs and other issues; 
and concludes with key findings and recommendations. 

WHY PURCHASE THE PORTFOLIO 

Background: The POrfolio And The Section 236 Program 

?%e Portfolio. As of April, Fannie Mae's California portfolio included 283 individual 
Section 236 loans. The total unpaid principal balance was $274 million. It is estimated 
that these loans represent more than half the outstanding Section 236 loans in the State. 

With the exception of one loan maturing in 2001 and another in 2004, all the loans in the 
portfolio mature between 2009 and 2017. The outstanding loan balances are not large, 
with the majority ranging from $500,000 to $2.5 million. The largest individual loan is 
$6.5 million. 

The interest rates on the loans are 7%, 7.5%,8% and 8.5%. The particular rate depends 
on when a loan was originated. In all cases, however, when the projects were initially 

payment to 1 %for the full rem uf the loan. The result is that the bcmower pays 1 % 
interest on its loan and the federal government pays the difference each month, so that the 
lender (currently Fannie Mae) receives the full rate. 

Interest Reduction Payment. Tbe federal subsidy on each loan, called tbe "Interest 
Reduction Payment" or IRP, was fully budgeted at the time each loan was made and is 
not subject to annual Congressional appropriations. 

* funded, HUD set aside a subsidy in an amount sufficient to reduce the borrower's 

In return fw this federal subsidy, the borrower entered into a HUD regulatory agreement, . 
essentially requiring that all tenants when they move into the building have incomes no 
greater than 80% of median. In many cases, the projects later received Section 8 project- 
based assistance for some or all of the units. e 

- 2 -  
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Section 236 loans have maturities of up to 40 years and are eligible to prepay after 20 
years. Borrowers are thus now eligible to prepay these loans and terminate the federal 
'affordability restrictions. 

Retaining the Interest Reduction Payment. Over the last few years,.as the Section 236 
projects became eligible to prepay their loans, state and local housing finance agencies 
have worked with non-profit and other buyers to purchase these projects, arrange new 
financing and provide continuing affordability. 

As a tool to help in this effort, housing finance agencies asked that HUD permit the 
already budgeted IRP to continue even after the loan was prepaid. By being able to 
borrow against these ongoing federal subsidies, more funds would be available to help 
pay for the purchase, rehabilitation and affordability of the property. Federal legislation, 
under Section 236(b), provided that the IRP could continue ifa state or focal government 
owned the Section 236 loan at the time it was prepaid as an FHA-insured loan. 

Reasons For Purchasing The Pottfolio 

Given this background, there are two reasons why CHFA would consider purchasing the 
Fannie Mae Section 236 portfolio. 

1. Maximize Public Benefit By Preserving The IRP 

By owning the Section 236 portfolio, CHFA would be the owner of each of the loans 
at the time of a restructuring. It would thus qualify under Section 236(b), which 
allows the IRP to continue if (i) a state or local government owns the Section 236 
mortgage at the time when the FHA insurance is tenninated and (ii) there is a new 
IRP agreement to maintain low-income affordability. 

, 

Since no one can anticipate which loans will prepay and at what point, owning the 
entire portfolio allows CHFA to meet these Section 236(b) requirements for all the 
loans in the portfolio that might eventually be restructured. 

There has been an important change since CHFA initially contacted Fannie Mae 
about buying the portfolio. On May 16'. new federal regulations were issued that 
now provide an alternative to a state or local government actually having to own the 
loan when the FHA insurance is terminated. 

Under this new alternative, Section 236(e)(2), the IRP may continue after the Section 
236 loan is prepaid if: 

(i) the project owner enters into a new affordability agreement continuing for 
five years beyond the new IRP term (the same requirement as Section 
236(b)), and 

(ii) a public agency, such as CHFA, agrees to oversee the new IRP 
affordability agreement. 

- 3 -  
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Thus, purchasing the portfolio is now one way, but not the only way, to potentially 
retaih the IRP. 

2. Expand CHFA's Involvement In Preservation 

As the state5 housing fmance agency, CHFA is in a key position to work with project 
sellers and potential buyers to help restructure projects and preserve affordability. As 
the owner of a Section 236 loan, CHFA would haw a direct place "at the table", and 
be able to contact project owners (e.g. who would now be its borrowers) about 
CHFA financing programs. As the lender, it would be notified of an owner's 
intention to prepay a loan and remove affordability restrictions, and it could 
potentially help bring together interested buyers and sellers. 

Thus, although the new federal regulations no longer require a public agency to own the 
loan when the FHA insurance is teirninated. However, from CHFA's point of view there 
may still be important Business Plan and housing preservation masons for CHFA to 
become the lender on these existing loans. 

Conclusion . 
Given the fact that there is now an alternative under new federal regulations to directly 
owning the loans, CHFA should consider purchasing the portfolio only if it can do so in a 
very safe and reasonable way, minimizing any cost or risk exposure to the Agency while 
still taking on this new role. 

ALTERNATIVES TO BUYING THE PORTFOLIO 

There are several potential alternatives to directly buying the entire portfolio. 

1. Instead of Purchasing the Portfolio, Rely on the Section 236(e)(2) Regultrtions 

As stated above, under the new regulations, portfolio ownership is no longer the only way 
to retain the IRP. The IRP and project affordability can be preserved regardless of 
whether a public agency owns the loans. As sellers find buyers willing to preserve 
project affordability, the parties would follow the process outlined in the new Federal 
regulations to retain the IRP. 

However, without the involvement of an agency such as CHFA, this process could be 
much more time-consuming and complex. There would not be an environment in which 
buyers and sellers have immediate and timely access to CHFA financing programs and 
tools for maximizing affordability and helping implement preservation projects. 

- 4 -  
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2. Seek To Buy Individual Loans From The Portfolio Only When Needed 

On behalf of CHFA, CSG contacted Fannie Mae to see if it would be willing to sell 
individual project loans to CHFA only when needed, Le. only at the time a particular 
seller was ready to terminate the FHA insurance on a project loan. Thus CHFA would 
buy the loan only when a restructuring was already in process and the old loan was about 
to be paid off. This approach would avoid the need for Fannie Mae to sell off its entire 
California portfolio, and for CHFA to buy it. 

Fannie Mae indicated, however, that it could only sell loans from this portfolio - 
whether one or all - only through August 1 of this year. Why should this be the case? 

? 

Over the last few years, various state and local housing finance agencies have purchased 
individual Section 236 loans from Fannie Mae as part of their preservation efforts. 
However, Fannie Mae's accountants determined that the continued "one-off sale of loans 
from its national Section 236 portfolio would change the portfolio's investment 
classification. This would have significant accounting consequences for Fannie Mae, 
including regularly having to mark all loans to market. 

To avoid this problem, Fannie Mae decided to create a single, national one-year window, 
from August 1,1999 through August '1,2000, to sell loans to housing finance agencies. 
Agencies could buy individual loans or entire state portfolios during that period, but after 
the cut-off date Fannie Mae would no longer sell any loans. 

Recognizing this overall concern, CSG asked Fannie Mae - despite this general rule - if 
it couldn't still sell individual loans in the future to CHFA on the very day, or day before, 
a project owner prepaid the old loan. There could then be no question of the value of the 
loan at that time, and perhaps it would be possible to avoid the adverse accounting 
treatment. In mid-May, Fannie Mae responded that, regardless of the approach, it could 
only sell loans prior to the initial cut-off date. 

Therefore, if CHFA wants to buy any loans, whether individual loans or the entire 
" California portfolio, it will have to do so by Fannie Mae's cut-off date of August 1. 

3. Buy A PorlSon Of Tire Portfolio 

Given the magnitude of the portfolio - almost 300 loans, totaling over $270 million -- we 
then explored with CHFA staff the possibility of buying only a portion of the portfolio. 
For example, the Agency could buy only those loans where prepayment risk seemed 
higher, or only those in areas with high local rents. 

Although there have been various studies, including one by the California Housing 
Partnership Corporation, of the likelihood of individual loan prepayment, the answer is no 
one really knows which loans will actually prepay. Even within a single city, it has been 
very difficult to predict what owners will do. Which owners will ultimately decide to sell 
their projects, or exchange partnership interests for interests in a larger Real Estate a 

. .  . .  . %  .. ,. .. . . . . . . . 
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Investment Trust, or keep the project and its affordability restrictions and 1% financing, 
or keep the project but without the affordability restrictions and 1% financing? Even in 
the same housing market, owner objectives vary (and may change over time). Tax law 
consequences, including capital gains and recapture upon sale, are often critical. The 
interests of the general partner and the limited partners may be quite different. 

If it is difficult to predict within a single city and housing market, which Section 236 
projects are the likeliest preservation candidates, it is almost impossible to do for a state 
as large and diverse as California. 

After considering this more selective alternative, it seemed like it would make more 
sense, if CWFA wanted to be able to contact and work with the widest range of owners, to 
design an approach that would deal with the entire portfolio. The aim would be tb take 
advantage of the very size of the portfoIo to achieve economies of scale and establish a 
simple, overall approach to negotiations with Fannie Mae and financing that would 
benefit from the Agency dealing with the entire portfolio. . 

4. Find Another Interim Purchaser 

Another possibility would be to identify a separate financial institution with the resources 
to buy the entire portfolio, but who would be willing 0- as individual loans are about to 
prepay -- to sell the individual loans to CHFA just before the FHA insurance was 
terminated. Fannie Mae had been willing to do this in the past. Could CHFA find 
another financial institution that would be willing to buy, hold and ultimately transfer 
loans, without the new Fannie Mae restrictions? 

Last fall, we had discussions with Federal Home Loan Bank about potentially financing a 
purchase of a Fannie Mae Section 236 portfolio. From those discussions it became clear 
that that FHLB would be interested in working on such an effort, but that the approach 
needed to be simple and fit in with traditional FHLB investment categories. For example, 
the FHLB could buy rated taxable bonds. 

.) Given the August 1 deadline, the prospect of convincing a Federal Home Loan Bank or 
other major financial institution to take on the interim ownership of a portfolio of Section 
236 loans seemed infeasible. In addition to the timeframe itself, key problems would be: 

The scale of the portfolio and investment needed, and the level of analysis and due 
diligence that would be required; 

The uncertain prepayment characteristics of the loans, making it hard to determine 
an appropriate expected yield; 

How those prepayment characteristics might be affected by the very efforts of 
CHFA to encourage preservation; 

- 6 -  



972 
The difference in expected yield between what Fannie Mae was likely to require 
as a seller (based on initial conversations) and what other buyers might expect; 
and 

. The difficulties of having Fannie Mae, CHFA and a third party all work together 
quickly. 

Finally, even if such an effort were successful, CHFA would not be the lender on the 
loans and so would not be in its desired position of contacting existing owners. 

Conclusion 

Given CHFA’s dual purpose of retaining the IRP and playing a central role in 
the preservation effort, it seemed necessary to find a way to purchase the entire portfolio 
from Fannie Mae. The next question was whether this could be done in a way that would 
meet the Agency’s objectives. 

FINANCING THE PURCHASE 

Key Criteria 

Given the unusual nature of the transaction -- where CHFA’s objectives are really simply 
to be able to hold loans during an interim period while designing preservation efforts -- 
several key criteria are important in deciding how to buy and finance the portfolio. 

1. CHFA should seek either to avoid up-front costs or to minimize them and 
recover them over time from the financing. 

2. CHFA should avoidprepayment risks. The prepayment risk of these loans is 
highly unusual and uncertain. For example, the interest rate on the loans varies 
from 7% to 8.S%, but borrowers all pay the same 1%. Unlike almost all other 

prepayment. If loans are bought at a higher price than the bonds, prepayments 
could result in significant financial loss. In particular, CHFA would not want to 
be in a position where it would lose money if it accomplished its very objective of 
helping structure successful preservation projects. 

“ loans, the overall interest rate has nothing to do with the likelihood of 

3. CHFA should ovoid taking on interest rute risk, and not borrow short-term 
funds to buy the portfolio from Fannie Mae and then have to arrange longer-term 
fuancing . 
4. The financing should be as simple and as quick to put together as possible, in 
order to meet the desired timeframe. 

- 7 -  
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5. The financing needs to be taxable, because existing loans to for-profit owners 
(until restructuring or acquisition of the project by a new owner) do not qualify for 
tax-exempt financing. 

6. Perhaps, most difficult, the financing would need tofir the torgetprices and 
yield Fannie Mae wants on its por@olio. As a seller, Fannie Mae has an expected 
high target yield. CHFA would need to find a taxable bond buyer or buyers at this 
scale of financing willing to pay a similar yield - and able to quickly iuzderstund 
the prepayment and other factors affecting Section 236 loans. 

7. Given the recent volatility in the interest rate markets, CHFA would want to 
know it could make the deal work at the time it was actually priced, without 
needing extig money fiom the Agency. 

Given these key objectives, it is also important to say what is not a critical objective. 
Generating significant fee income for CHFA is not possible, where the Agency does not 
bring the benefits of taxcxempt financing and there is unlikely to be any positive spread 
between Fannie MaeS pricdyield objectives and those of a bond purchaser. 

. 

Thus, the aim was to find a simple, quick method of financing the loans with as little 
financial risk or cost 8s possible, either now or in the future. With no financial upside, 
the aim would be to avoid downside. 

These, then, were the problems in thinking about a financing solution. 

Alternatives 

In working together with CHFA’s finance staff, it became clear that there were three 
possible approaches to financing the portfolio: 

Third party fixed-rate taxable financing. 

Third party variable-rate taxable financing. 

Taxable financing directly &om Fannie Mae. 

mid Party Fixed Rate Financing. Prior to our work with CHFA on this portfolio; CSG 
had spent several months working with the Washington State Housing Finance 
Commission and a major investment banker in negotiating with Fannie Mae and 
considering financing options. Two things became apparent from the negotiations. 

First, although Fannie Mae was malring its Section 236 portfolios available for sale, its 
view of pricing would not necessarily be the same as that of potential purchasers. In fact, 
as loans at each interest rate were analyzed, Fannie Mae’s prices appeared to be 1% to 2% 
above that reflected in the current market for Section 236 loans. This disparity reflects 
the inefficiencies in the market (which is not nearly as efficient as for taxable mortgage- 

- 8 -  
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backed securities). It also reflects Fannie Mae’s experience as the long-term investor in 
these loans which, until recently, have had relatively few prepayments (since owners were 
locked-out from prepaying for the first 20 years). In other words, Fannie Mae might 
make loans available for sale, but its price might reflect its continuing expectations for 
simply holding the loans. 

Second, it would be extremely difficult to find any taxable buyers willing to accept a 
yield that would meet Fannie Mae’s prices. The required spread to Treasuries would be 
less than taxable buyers were expecting on mortgage-backed securities (which are far 
more liquid and have greater prepayment predictability). The required yield in mid-May 
would have been less than 7.5%. To find such buyers on a portfolio as large as 
Califomia’s seemed particularly difficult. 

Third P u q  VurWZe Rote Financing. It is possible for CHFA to sell taxable variable 
rate debt to purchase the portfolio. The problem, however, would be how to avoid 
significant interest rate risk to the Agency. Given the fixed rates on the existing loans, 
the volatility and upward pressure on short-term taxable rates, and the great prepayment 
uncertainty about these loans, it would not be possible to buy an interest rate hedge that 
would eliminate significant interest rate risk exposure. 

Given CHFA’s objectives -- how to purchase the loans in a relatively costless and riskless 
way, without downside exposure, rather than simply using the Section 236(e)(2) 
decoupling regulations -- variable rate financing did not appear feasible. 

Fannie Mae Financing. With Agency staff concurrence, CSG contacted Fannie Mae’s 
public finance division to see if it would consider buying the taxable bonds. There 
seemed to be several possible advantages to CHFA if they would do so. 

A private placement to Fannie Mae would involve the lowest possible up-front 
costs. 

There would be almost no due diligence and disclosure issues on this very large 

any other possible party. 
- portfolio, since Fannie Mae would be far more familiar with the portfolio than 

F a d e  Mae would have an incentive to use its leverage with GMAC, the 
existing servicer of the entire national portfolio, to assign or transfer servicing 
for CHFA at the lowest possible annual cost. 

CHFA could avoid the difficult issues of loan price negotiation with Fannie 
Mae. As long as Fannie Mae was willing to buy the bonds at a yield that would 
support the loan purchase price, the price issues would be within Fannie Mae -- 
rather than vis-a-vis CHFA. (Mer  several months of price negotiation for 
another state, we had not been able to influence Fannie Mae’s pricing approach). 

0 Interest rate volatility would not affect the execution of the transaction. 

/ I  
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It could be possible to recover up-front issuance costs over time, using the same 
relatively fast prepayment speed assumptions Fannie Mae was already making in 
pricing the loans. 

In presenting this approach to Fannie Mae’s public finance division, we indicated the 
value for affordable housing of preserving the IRP on these projtcts. Moreover, Fannie 
Mae’s purchase of these bonds would be an important tool for meeting its commitment to 
affordable housing finance h~ I direct and simple way. Finally, because CHFA’s 
objectives were to avoid downside rather than to generate significant fee income, there 
would be little difference between what Fannie Mae would receive on the loans if it kept 
them and what it would earn on the taxable bonds. 

Costs and Financiul Issues of Fannie Mae Bond Approach 

The term sheet for the proposed transaction reflects the following: 

0 

0 

0 

- 0  

0 

The bonds would be privately placed with and held by Fannie Mae as a single 
purchaser. 

If Fannie Mae later wanted to divide and re-sell the bonds, Fannie Mae may be 
required to obtain and pay for a AA rating. 

Costs of issuance would be paid byCHFA but recovered through an annual fee, at the 
same effective interest rate as the bonds themselves (Le., about 7.4%). 

The bonds will be monthly pass-through bonds, so that whatever funds are received 
on the various interest rate loans will be passed on to the bondholder net of fees. 

No 30-day payment lag need be funded, which would othmise require about $1.5 
million in additional upfront costs. 

Both the loans and the bonds will be priced at par, avoiding the need for any 
premiums, or discounts or mismatches between these prices. 

In addition to -vexing costs of issuance, CHFA will receive a small annual fee of 
1.5 basis points (about $4O,OOO per year initially). 

- 10- 



KEY PROGRAMMATIC OBLIGATIONS 

Two major questions were raised by CHFA in terms of programmatic obligations it might 
be required to address as owner of the portfolio. 

FHA and HUD Requirements 

First, does CHFA take on any additional burden under FHA or HUD regulations because 
it owns the loans? The answer to this is no. The owner of a Section 236 loan is simply 
the lender, and as long as FHA insurance is in place, HUD is responsible for 
administering the affordabilityhegulatory agreement for the Section 236 project. The 
owner of the loan is simply the recipient of the borrower’s 1% payment and the IRP. 

The actual servicing of the loans, including receiving payments from the borrower, 
obtaining the IRP, and dealing with delinquencies and defaults, would continue to be 
performed by the servicer, in the same way GMAC currently services for Fannie Mae. 

CHFA Requirements 

CHFA’s legal department and bond counsel are reviewing CHFA’s statutes to determine if 
the statutory authority to be used for this taxable borrowing will impose any requirements 
on CHFA with respect to these projects. This is an important issue and needs to be 
resolved before approving the transaction at the July Board meeting. 

FINDINGS AND RECOMMENDATIONS 

Based on the above analysis, we believe that: 

1. 

2. 

3. 

4. 

5. 

CHFA has two Business Plan purposes in purchasing the portfolio -- retaining the 
IRP to maximize affordability and expanding CHFA’s involvement in preservation 
efforts. 

In order to achieve this dual purpose, it is valuable and necessary to purchase the 
entire portfolio. 

However, since there is now an alternative way to preserve the IRP without buying 
the loans, CHFA should only buy the portfolio if it can do so in a very safe, 
reasonable, lowcost and low-risk way. 

In considering financing options, CHFA would want to be able to recover its costs 
and avoid interest rate and prepayment risk. 

Using taxable financing from Fannie Mae in the simplest, least expensive and most 
feasible way to purchase the portfolio. 

- 11 - 
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6. CHFA would not take on any FHA or HUD obligations by becoming the owner of 

the loans. CHFA’s attorneys, however, need to determine if its statutory borrowing 
authority for this taxable financing imposes any additional requirements on CHFA 
with respect to these projects. 

- 12- 
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984 THIS INDENTURE, made and entered into as of the first day of July, 2000, by and 
between the California Housing Finance Agency, a public instxumentality and a political subdivision of 
the State of California (herein called the “Agency”), and U.S. Bank Trust National Association, a national 
banlung association duly organized and existing under the laws of the United States of America, having a 
corporate trust office in San Francisco, California, and king qualified to accept and administer the trusts 
hereby created, as trustee (hmin called the “Trustee”); 

0 

W I T N E S S E T H :  

WHEREAS, the Agency has been mated by the Zenovich-Moscone-Chacan Housing 
and Home Finance Act (constituting Division 31 of the Health and Safety Code of the State of 
Califanria), as amended (parts 1 through 4 of which me herein called the “Act”); 

WHEREAS, the Agency has detcmined to h w  money for the purpose of financing 
the purchase from the Federal National Magage Association (“Fade Mae”) of a partfolio of 
multifamily rental housing loans insured by the Federal Housing Administration in accordance with 
Section 236 of the National Housing Act, and to that end has duly authorized the issuance of its bonds 
hereunder, and to secure the payment of the principal thereof and of the interest and premium (if any) 
thereon, and the observance of the covenants and conditions herein contained, has authoxized the 
execution and delivery of this Indenture; 

WHEREAS, said bonds are to be issued hereunder and designated the “California 
Housing Finance Agency Multifamily Loan Purchase Bonds” (herein called the “Bonds”), m an original 
aggregate principal amount of $ [ A M O W ” ;  

WHEREAS, all acts and proceedings required by the Act and other applicable law, 
including all action requisite on the part of the Agency, its Board of Directors, its members and its 
officers necessary to make the Bonds, when executed by the Agency, authenticated and delivered by the 
Trustee and duly issued, the valid, legal and binding obligations of the Agency, and to constitute this 
Indenture a valid, legal and binding agreement for the uses and panposes herein set forth, in accordance 
with its terms, have been done and taken; and the execution and delivery of this Indenture have been in all 
respects duly authorize4 

NOW, THEREFORE, THIS INDENTUR,E WITNESSETH, that in order to secure the 
payment of the principal of and interest on the Bonds, and to declare the t a m s  and conditions upon and 
subject to which the Bonds are to be issued and received, and in consideration of the premises and of the 
purchase and acceptance of the Bonds by the holders thereof, and for other valuable consideration, the 
receipt whereof is hmby acknowledged, the Agency does hereby grant, bargain, sell, warrant, convey, 
c o n k ,  assign, transfer in trust, grant a secrpitY interest in, pledge and set over unto the Trustee and to 
its successors in the trusts hmby created, all and singular, the property of the Agency, real and personal, 
hereinafter described (said property being hemin sometimes referred to as the “Trust Estate”), in each 
case subject to the provisions of this Indenture permitting the use and application thereof for or to the 
purposes and on the terms and conditions set forth in this Indenture: 

1. All of the right, title and mtmst of the Agency in, to and under the Loans (as 
hereinafter defined) financed pursuant to this Indenture; 

2. All of the Revenues (as hereinafter defined); 

3. All proceeds of the sale of Bonds; 
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4. All Accounts, and the moneys and securities therein, other than the Costs of 

Issuance Subaccount of the Program Account and the Fees Account (as those terms are hereinafter 
defmed); and 

5. All property which is by the express provisions of this Indenture required to be 
subjected to the lien here& and any additional property that may, &om time to time hereafter, by delivcry 
or by writing of any kind, k subjected to the lien hereof by the Agency or by anyone on its behalf, and 
the 'Ifusttt is &by auth- to receive the same at any time as additional security hereunder; 

TO HAVE AND TO HOLD, all and singular, the Trust Estate, including any and all 
additional property that by virtue of any provision hereof or of any Supplemental Indenture hereto shall 
hereafter become subject to this Indemture and to the trusts hereby created, unto the Tiustee and its 
successors in the trusts hereby nested, 

iN TRUST, NEVERTHELESS, and, except as expressly provided herein, for the qual 
and proporhonate h e f i t  and security of the holders fram time to time of any of the Bonds, without 
prefmnce, priority or distinction as to lien or otherwise of any one holder of Bonds over any other holder 
of Bonds by reason of priority in the issue, sale or negotiation thereof, or of any other cause, so that each 
holder of Bonds shall have the same rights, privileges and lien under and by virtue of this Indenture, so 
that every holder of Bonds shall, subject to the terms hereof, be equally and proportionately secured 
hereby, as if all such obligations had been duly issued and sold and negotiated simultaneously with the 
execution and delivery of this Indenture; 

authenticated and delivered, and that the TNst Estate shall be held by the Trustee, subject only to the 
Mer covenants, conditions, uses, applications and trusts hereinafter set forth, and the Agency agrees 
and covenants with the Tiustee and with the holders from time to time of the Bonds, as follows: 

And it is hereby covenanted and agreed that all of the Bonds shall be issued, 

ARTICLE1 

DEFINITIONS AND INTERPRETATION 

Section 103. Defimttons. Unless the context otherwise requires, the tenns defined in this 
Section shall, for all purposes of this Indenture and of any Supplemental indenture, have the meanings 
herein specified, the following dehitions to be equally applicable to both the singular and plural forms of 
any of the tenns herein define& 

"m means an accouut, subaccount or h d  created by or pursuant to this 
Indame. 

"A&"' Parts 1 through 4 of Division 31 of the Health and safety Code of the State, 
and all laws supplementary thereto and amendam thereof. 

"Aggn&' meam the Ca l i fda  Housing Fiaance Agency, a public instrumentality and a 
political subdivision of the State, mated by and existing under the Act. 

hhhU&& means the Chairperson, the Executive Director, the Deputy Director LI 

or the Director of Financing, or any other person authorized by resolution of the Agency to act as an 
Authorized Officer hereunder. 
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. .  means, at any given time, an amount equal to one percent 

means any beneficial owner of 2000 Issue A Bonds held in book- 

bb 

(1 .O%), or any integral multiple thereof, of the aggregate Principal Amount of all Bonds then outstanding. 

bb 

entry form. 

e 
"'W means any bond or bonds, as the case may be, authorized under, secured by, and 

issued pursuant to, this Indenture. 

" b d b l d d '  or "IIplder" or " W j d " ' a n y  similar term means the person in whose 
name a Bond is registered. 

means the fnst day of each calendar month, commencing 
Sqtember 1,2000. "- means the owner of a Development and the direct or indirect obligor on a 
Loan. 

m'' means any day other than (i) a Saturday, a Sunday or another day on bb * 

which banking institutions in the State of California or the State of Minnesota are authorized or obligated 
by law or executive order to be closed, (ii) a day on which the New York Stock Exchange is authorized or 
obligated by law or executive order to be closed, (iii) any day on which banking institutions located in the 
city in which the Principal Office of the Loan Servicer is located are authorized or obligated by law or 
executive order to be closed, or (iv) any day on which Fannie Mae is closed. 

"1c;c;de" means Cede & Co., the nominee of DTC, and any successor nominee of DTC. 

"Gb&xmd' means the Chairperson of the Board of Dixctors of the Agency. 

means items of expense payable or reimbursable directly or 
indirectly by the Agency and related to the authorization, sale and issuance of Bonds and the purchase of 
the Loans. 

means the Account so designated which is established 
and created by Section 402. 

means a written opinion, including supplemental opinions thereto, &b 1 * .  

addressed to the Agency and signed by an attorney or firm of attorneys (who may be counsel for the 
Agency) acceptable to the Agency and the Trustee. 

'- means a deed of trust or other instrument which CanstitUtes a lien on real 
praperty and improvements thereon and secures the obligation to repay a Loan. 

"'D&kdhm"means any Loan in d e h l t  in accordance with its terms. 

Q~Y&uD@ means any housing development or multifamily rental housing (as those 
terms are used in the Act), financed by one or more Loans purchased with the proceeds of Bonds. 

means the Director of Financing of the Agency. 4 .  
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'm" means The Depository Trust Company, New York, New York, and its successors 

and assigns. 

"ESr;tow Paymgn&"means any payments made with respect to any Loan in order to 
obtain or maintain loan insurance, any subsidy and any fire or other hazard insurance and any payments 
required to be made with respect to any Loan for reserves or escrows for operating expmses or 
replacements or for taxes or other governmental charges or similar charges to be paid by a B m w e r  and 
required to be escrowed pending their application. 

means the Executive I)iractar of the Agency. 

'Fannie" means Federal National Mortgage Corporation, a corporation organized . 

bb 

b 

and existing under the laws of the United States of America. 

"-" means the Account so designated which is established and created by 
Section 502. 

"l3dwamf means the Trustee, any Paying Agent and any co-trustee appointed 
hereunder, 

EgdXaf  means any fiscal year (or other comparable period) of the Agency. bb 

*'- means the United States Department of Housing and Urban Development or its 
successor. 

bb- means this Indenture as it may from time to time be amended, modified or 
supplemented by Supplemental Indentures. 

'b-" means the Account so designated which is established and created by 
Section 502. 

means, for all Bonds in the aggregate as of the first day of each bb 

calendar month, an amount equal to the excess of 

(1)thesumof 

(a) all ammts received by the Tiustee through the twenty-fifth day of the next 
preceding calendar month with respect to intenst due on the Loans (net of any fees payable to the 
Loan Senticer with rem to tbe Loans) tbrough the first day of the next prccedmg calendar 
month, plus 

(b) all amounts received by the TNstct witb respect to interest amed on 
amounts in the iatnnSt Account and the Principal Account through the twenty-fifth day of the 
next plrectding calendar month, plus 

(c) all amounts received by the Tiustee with respect to interest earned on 
amounts held by the Loan Senricer under the Servicing Agreement through the twenty-fifth day 
of the next preceding calendar month, 

in each case to the extent not previously paid to the Bondholders; over 

(2) the sum of 
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(i) the amount of the Trustee’s Fee accrued through the fvst day of the next 
preceding calendar month and not previously paid to the Tiustee, plus 

(ii) the amount of the Issuer’s Fee accrued through the first day of the next 
preceding calendar month and not previously paid to the Issuer. 

means any of the following which at the time are lawful *a 

investments under the laws of the State for the moneys held hereunder then proposed to be invested 
therein: (1) direct general obligations of the United States of America or of the State, or obligations the 
payment of the principal of and mtcrest on which are unconditionally guaranteed by the United States of 
America, any federal agency of the United States of America, or the State; (2) bands, consolidated bonds, 
collateral trust debentures, consolidated debentures, or other obligations issued by Federal Land Banks or 
Federal Intmediate Credit Banks established under the Federal Farm Loan Act, as amended, debentures 
and consolidated debentures issued by the Central Bank for cooperatives and Banks for Cooperatives 
established under the Fann Credit Act of 1933, as amended, bonds or debentures of the Federal Home 
Loan Bank Board established under the Federal Home Loan Bank Act, stock, bonds, debentures and other 
obligations of Famrie Mae or of the Government National Mortgage Association, established under the 
National Housing Act, as amended, bonds of any Federal Home Loan Bank established under said act, 
bonds, debentures and other obligations of the Federal Home Loan Mortgage Corporation guaranteeing 
timely payment of principal and interest, bonds, notes, and other obligations issued by the Tennessee 
Valley Authority under the Tennessee Val19 Authority Act, as amended, except, in each case, securities 
evidencing ownership interests in specified portions of the interest on or principal of such obligatlons; 
(3) commercial paper rated within the highest two rating categories of at least one nationally recognized 
rating agency and issued by corporations (a) organized and operating within the United States; and 
(b) having total assets in excess of five hundred million dollars (%5OO,OOO,OOO); (4) bills of exchange or 
time drafts drawn on and accepted by a commercial bank the general obligations of which are rated within 
the highest two rating categories by at least one nationally recognized rating agency, otherwise known as 
bankers acceptances, which are eligible for purchase by the Federal Reserve System, and negotiable 
certificates of deposits issued by a nationally or state-chartered bank or savings and loan association 
which are insured by federal deposit insurance, or which are issued by an institution the general 
obligations of which are rated within the highest two rating categories by at least one nationally 
recognized rating agency; (5) bonds, debentures, and notes issued by corparations orgamed and 
operating within the United States and rated within the highest two rating categkes by at least one 
nationally recognized rating agency; (6) repurchase agreements or reverse repurchase agreements, with 
nationally recognized broker-dealers which are agreements for the purchase or sale of Investment 
Obligations pursuant to which the seller or buyer agrees to repurchase or sell back such securities on or 
before a specified date and for a specified amount, which seller or buyer has outstanding long-term 
indebtedness which are rated within the highest two rating categories by at least one nationally recognized 
rating agency; (7) investment agreements with corporations, financial institutions or national associations 
within the United States the general obligations of which (or, if payment of such investment agreement is 
guaranteed, the general obligations of the guarantor) are rated within the highest two rating categories by 
at least one nationally recognized rating agency; (8) interest bcaring accounts in State or national banks or 
other financial institutions having principal ofices in the State (including those of the Trustee or its 
affiliates) which, to the extent they are not insured by federal deposit insurance, are issued by an 
institution the g e n d  obligations of which arc rated within the highest two rating categories by at least 
one nationally recognized rating agency; (9) interests m any short term investment fund (including those 
of the Trustee or its afliliates) h c t e d  to investment m obligations described m any of clauses (1) 
through (5)  of this definition and which is rated within the highest two rating categories by at least one 
nationally recognized rating agency; or (10) deposits in the Surplus Money Investment Fund referred to in 
Section 5 1003 of the Act. 

e 
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"m" means, with respect to the Bonds, July 1,2000. 

' means a monthly distribution to the Issuer, payable on the first day of each 
calendar month, commencing September 1,2000, in an amount equal to one-twelfth (1112) of [0.045]% of 
the Rincipal Balance of the Loans as of the fnst day of the next preceding calendar month. 

"h" means a loan made, purchased or otherwise acqukd with the proceeds of Bonds, 
for the c(~11s1~ctl 'on or permanent financing of a Development, and for which the obligation to repay is 
evidenced by a Note and accuredby me or more Deeds of Trust. AU Loans m the T W  Estate as of the 
date of issuance of the Bcinds arc listed on Exhii  B attached hereto and by this refcrcnce made a part 
h d .  

"W means, with respect to any particular Loan, the Note, Deed of Trust, 
any loan agrement, any regulatory agreement and all other agreements of the h w e r  relating to a 
Loan and of which HUD, the Agency or the Trustee is a party or a beneficiary. 

. .  -means any mounts received by the Agency or the Trustee 66 

representing recovery of the Priaclpal Balance of any Loan (exclusive of amounts representing regularly 
scheduled principal payments) as a result of (1) any voluntary prepayment of all or part of the Principal 
Balance of a Loan, including any prtpayment, fee, premium or other such additional charge; (2) the sale, 
assignment or other disposition of a Loan (including assignment of a Loan to collect upon mortgage 
insurance, if any, and including any disposition pursuant to Section 606); (3) the acceleration of a Loan 
(for default or any other cause) or the foreclosure or sale under a Deed of TNst or other proceedings taken 
in the went of default of such Loan; and (4) compensation for losses incurd with respect to such Loan 
fiom the proceeds of condemnation, title insurance or hazard insurance. 

-" means [OMAC Commercial Mortgage Corp.], or its successor or 
successors as lpervicer or lpervicers, as the case may be, of the Loans. 

means an instrument evidencing a Boxmwer's obligation to repay a Loan. 
b means a certificate signed by an Authorized officer. 

-", when used with refermce to bonds and as of any particular date, describes bb 

all Bonds theretofore and thereupon beiug d e l i v d  accpt (1) any Bond cancelled by the Trustee, or 
proved to the satisfiaction of the T ~ s t e e  to have been canceued by the Agency or by any other Fiduciary 
at or before said date, (2) any bond paid or deemed to be paid within the meaning of Section 120 1, and 
(3) any Bond in lieu of or in substitution for which another Bond shall have been delivered pursuant to 
Sections 305,306,308 or 906. 

"pllbra8an"mcamtrbrDac brokcr-deala banks and other financial institutions from 
time to time for which DTC holds Bonds as a stc\aities daposifoay. 

any particular Bond, the ratio of the principrts Amount of such Bond on such date to the Rincipal Amount 
of all Bonds on such date. 

. .  

--- zncans, as of any particular date of calculation with respect to . .  . 

means any paying agent for Bonds appointed pursuant to or as provided U .  

in Section 202@) or Section 1 108, and its successor or successors and any other corporation or . 
association which may at any time be substituted in its place pursuant to this Indenture. 
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Permitted” means, with respect to any particular Loan, such liens, . 66 

encumbrances, resewations, easements and other imperfections of title as are acceptable to WUD. 

by Section 502. 
means the Account so designated which is established and created 

mebns, as of any particular date of calculation with respect to any 

U ’ ’ 

’ 

particular Bond, the principal amount of such Bond Outstanding as of such date of calculation. 

means, with respect to each Loan, the unpaid principal balance bb * 

thereof. 

means, when used with respect to a particular Fiduciary or the Loan . .  
Servicer, the office of such Fiduciary or b a n  Servicer so designated herein or in any notice given by 
such Fiduciary or Loan Servicer to the Agency, and in the case of the Tiustet, as of the date hereof, is at 
the applicable address set forth in Section 1209. 

Bond Payment Date, an amount equal to all amounts received by the Trustee with respect to principal of 
the Loans (including any Loan Principal Prepayments) through the close of business on the Record Date 
for such Bond Payment Date to the extent not previously paid to the Bondholders. 

means, with respect to all Bonds m the aggregate as of each Sb * * 

“- means the Agency’s program of making or acquiring Loans pursuant to this 
Indenture. 

“- means the Account so designated which is established and created by e Section402. “‘w means the twenty-fifth (25th) day (whether or not a Business Day) 
immehately preceding each Bond Payment Date. 

-, when used with respect to a particular Bond or partion thereof, u 

means the Principal Amount of such Bond or portion to be redeemed plus the applicable premium, if any, 
payable upon redemption thereof in accordance with its terms. 

‘‘&gru& means amounts received by the Agency or the Trustee (1) as or representing 
payment or ftcovery of the principal of or interest on any Loan, including, without limiting the generality 
of the foregoing, scheduled payments of principal and interest on any Loan and paid fiom any source 
(including both timely and delinquent payments and any late charges) and Loan principal Repayments, 
and (2) all mwst, profits or other income derived fiom the investment of amounts in any Account; but 
“Revenues” shall not include (a) Escrow Payments, (b) any amounts represmting reimbursement to the 
Agency of advances of principal or interest or expenses incurred by the Agency in connection with the 
collection or recovery of principal of, or interest on, or other amounts due under, any Loan, (c) the 
proceeds of hazard insurance to the extent used to repair or rebuild a damaged Development, or 
(d) scrvicing fees, insurance premiums or other similar fees or premiums imposed by the Agency. 

)t means that certain Servicing Agreement, dated as of July 1,2000, 
between the Agency and the Loan Servicer, as it may be amended h time to time, or any other 
agreement serving the same purpose with respect to the Loans. 

“&a&” means the State of California. 
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66 -Indenture” or6‘- means any indenture 

entered into between the Agency and the Trustee amending or supplementing this Indenture in accordance 
with the provisions of this Indenture. 

“w means U.S. Bank Trust National Association, in San Francisco, California, or 
its successor as Trustee hereunder as provided in Article XI. 

means the fee of the Trustee and Paying Agent, payable on the first day 
of each calendar month, commencing September 1,2000, in an amount not to exceed in the aggregate 
with respect to any montb one-twelfth (1112) of [O.OlS]% of the Principal Balance of the Loans as of the 
first day of the next pnctdmg calendar month. 

Indenture. 

64 

’*-” bas the meaning given to such temr in the granting clauses of this 

section 102. * . The following rules of construction shall govm this 
Indenture: 

Words importing any particular gender include all other genders. 

Words importing the maturity or coming due of a Bond do not include or connote the 
coming due of such Bond upon redemption thereof prior to maturity. 

Words nnporting persons include natural persons, finns, associations, tmsts, partnerships 
and corporations. 

The terms “herein”, “here~mder’~, ”bereby”, “hereto”, “hereof’ and any sipilar terms, 
refer to this Indenture as a whole; the term “heretofore” means before the date of this Indenture; and the 
term “hereafier” means after the date of this Indenture. 

Articles and Sections mentioned by number only an the respective Articles and Sections 
of this Indenture so numbered. 

Any captions, titles or headings preceding the text of any Article or Section herein and 
any table of contents or index attached to this Indenture or any copy thereof are solely for convenience of 
reference and shall not cmtitute part of this Indenture OT affect its meaning, collstNction or effect. 

. Nothing in this Indenture expressed or implied is 
intended or shall be construed to collfer upon, or to give to, any person, other than the Agency, the 
Fiduciaries, and the Bondholders, including any subrogee or assignee of the Bondholders, any right, 
remedy or claim under or by rcaso~l of this Indentun, and any covenants, stipulations, obligations, 
promises and agreements in this Indenture contained by and on behalf of the Agency shall be for the sole 
and exclusive benefit dthe Agency, the Fiduciapies and the Bondholders, including any subrogee or 
assignee of the Bandholdas. 

section 104. 
inteqreted in accodance with the laws of the State without regard to conflicts of laws principles. 

Section 103. 

. This Indenture shall be governed by and construed and 

. .  . .  Section 105. + . If any one or more of the provisions, 
covenants or agreements in this Indenture on the part of the Agency or any Fiduciary to be perf i ied 
should be contrary to law, then such provision or provisions, covenant or covenants, or agreement or 
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agreements, shall be deemed severable from the remaining provisions, covenants and agreements, and 
shall in no way affect the validity of the other provisions of this Indenture or of the Bonds. 

. Any fund or account required by this Indenture to be 
established and maintained by the Trustee may be established and maintained in the accounting records of 
the Tnrstee, either as a fund or an account, and may, for the purposes of such recards, g y  audits thereof 
and any rcparts or statements with nspect thereto, be treated either as a fund or as an account; but all such 
records with respect to all such h d s  or accounts shall at all times be maintained in accordance wlth 
generally accepted accounting principles, to the extent practicable, and with due regard far the 
requirements of Section 603 and for the prottction of the rights of every bolder of Bonds. 

Section 106. 

ARTKLEII 

AZrraORIZATION OF BONDS 

. In order to provide d ic i en t  funds far the 
purposes of this Indenture, Bonds of the Agency, each to be designated “Califarnia Housing Finance 
Agency Multifamily b a n  purchase Bonds, 2000 Issue A** are hereby authorized to be issued in an 
original Principal Amount equal to $[AMOUNT). The Agency is of the opinion and hereby ratifies its 
previous determination that the issuance of Bonds in such principal amount is necessary to provide 
sufficient funds at this time to be used and expended to acquire loans made far the purpose of financing or 
refinancing the acquisition, constnrction, rehabilitation or development of multifamily rental housing. The 
Bonds are being issued to provide funds to be credited to the Program Account established by this 
Indenture. 

. .  Section 201. 

Section 202. . The Bonds shall be authenticated and 0 delivered by the Trustee u p o n ~ ~ ~ ~ ~ ~ ~ t h % g e n c y  contained in an Officer’s Certificate 
and in exchange far the purchase pice specified in such Oficer’s Certificate. 

ARTICLEIII 

TERMS AND PROVISIONS OF BONDS 

Section 301. -. (A) . The Bonds shall be 
dated July 1 , 2000, their “Issue Date”, and shall mature (subject to pior payment as provided in 
subsection @) of this Section) on August 1 , 20 17. 

03) p. Interest on the Bonds shall be payable 
on the first day of each calendar month, each a “Bond Payment Date”. The “Record Dates” for the Bonds 
shall be as set farth in the definition in Section 101, i.e., the close of business on the twenty-fifth (25th) 
day (whether or not a Business Day) immediately preceding each Bond Payment Date. 

(C) . Each Bond shall bear interest 
payable on each Bond Paymemt Date m an mount equal to such Bond’s Participation Percentage times 
the Interest Raquirrment for all Bonds on such Bond Payment Date. 

@I 
Principal of each Bond shall be payable on each Bond Payment Date in an amount equal to such Bond’s 
Participation Percentage times the Principal Requirement far all Bonds on such Bond Payment Date. The 
aggregate Principal Amount of all Bonds Outstanding as of the close of business on each Bond Payment e 
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Date shall be equal to the aggregate Principal Balance of all Loans as of the close of business on the 
Record Date for such Bond Payment Date. 

(E)- J?uiwba . The Tiustee is hereby appointed Paying Agent for the Bonds at its 

-. Thc Bonds will not be subject to optional redemption 

Principal Office m Ssn Francisco, California. 

prior to maturity,provided, however, that principal of .tbt Bonds shall be payable from time to time in 
accordance with subsection (C) of tbis Section fnrm Loan Rincipal Repayments constituting all or part 
ofthe Principal Requirement on theBonds and derived bmtransactionspumittedby Section 606. 

W. The Bonds shall be issued only as l l l y  registered Bonds in Auth-d Denominations, as 
defmed in Section 101. The Bonds and the Tnrstee's certificate of authentication and regisiration to 
appear thereon are to be in substantially the farms set farth in Exhibit A bareto, respectively, with 
necessary or appropriate variations, omissions and insertions, as permitted or required hereby. Any 
portion of the text of any Bond may be printed on the back of such Bond and in its place may be inserted 
a paragraph refrrring to such text. The Bonds may be printed, lithographed, typewritten or otherwise 
reproduced. 

Q 

Section302. w. (A) 

(B) 

(C) 

m. The Bonds shall be numbered &om 1 upward in the order of their 

7. The Bonds shall be payable, with respect to interest and 
principal, only in lawful money of the United States of America. Each Bond shall be entitled to the 
payment of all interest and principal that is payable on each Bond Payment Date that is after the Bond 
Payment Date next preceding the date of registration thereof and before the date of cancellation of such 
Bond[, unless it is registered on or before a Bond Payment Date for such Bond and after the Record Date 
for such Bond Payment Date, in which event it shall be entitled to the payment of interest and principal 
that is payable on each Bond Payment Date that is after the first Bond Payment Date after such Record 
Date and before the date of cancellation of such Bond). Payment of the principal of and interest on any 
Bond shall be made to the person whose name appears on the bond registration books of the Trustee as 
the registered owner thereof as of the close of business on the R d  Date next preceding the Bond 
Payment Date, whether or not such day is a Business Day, such interest to be paid by check mailed to 
such Bondholder at such Bondholder's addrcss as it appears on such registration books. 

issuance, preceded by the letter designation "A". 

@) W-. Upon the written request, meived on or before 
the applicable Record Date, of a registered owner of Bonds with an aggregate Participation Percentage 
greater than one percent (1 .O%), payments of interest and principal on such Bonds shall be made by wire 
transfer ftom the Trustee to the rcgismd m e r  of such Bonds. Each payment of inkrest or principal on 
Bonds, whether by check or wire transfa, shall be BccompIllljed by infarmation specifjmg the amount 
and the CUSP number (if available). 

provisions, specifications and descriptiw words not inconsistent with the pvisions of this Indenture as 
may be necessary or desirable to comply with custom, or otherwise, as may be dctcnnined by the Agency 
prior to the delivery thereof. 

Section 304. Eatecution. (A) The Bonds shall be executed in the name ofthe Agency by 
the manual or facsimile signature of an Authorized Officer, and its corporate seal (or a facsimile thereof) 
shall be thereunto affixed, imprinted, impressed, engraved or otherwise reproduced and attested by the 

Section 303. m. Tbe Bonds may mtain or have endorsed thereon such 

a 
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manual or facsimile signature of another Authorized Officer of the Agency, or in such other manner as 
may be required by law. In case any one or more of the Authorized Officers who shall have signed, 
sealed or attested any of the Bonds or whose signature appears on any of the Bonds shall cease to be such 
Authorized Officers before the Bonds so signed and sealed shall have been actually authenticated by the 
Trustee or delivered or caused to be delivered by the Trustee or issued by the Agency, such Bonds may, 
nevntheless, be authenticated and issued and, upon such authentication, delivery and issue, shall be as 
binding upon the Agency as if the persons who signed or sealed such Bonds or whose signatures appear 
on any of the Bonds had not ceased to hold such offices or be so employed until such delimy. Any Bond 
may be signed and sealed on behalf of the Agency by such persans as at the actual time of the execution 
of such Bond shall be duly authorized or hold the proper office in or employment by the Agency, 
although at the Issue Date of such Bond such persons may not have been so authorized or have held such 
office or employment. 

(B) The Bonds shall bear thereon a certificate of authentication executed by the 
Trustee. Only such Bonds as shall bear therean such certificate of authentication shall be entitled to any 
right or benefit under this Indenture, and no Bond shall be valid for any purpose under this Indenture until 
such certificate of authentication shall have been duly executed by the TNstet. Such certificate of 
authentication upon any Bond shall be canclusive evidence that the Bond so authenticated has been duly 
issued under this Indenture and that the holder thereof is entitled to the benefits of this Indenture. 

Section 305. T r a n s f u o f .  Any Bond may, in accordance with its terms, be 
transferred upon the books required to be kept pursuant to the provisions of Section 307, by the 
Bondholder in whose name it is registered, in person or by such Bondholder's duly authorized attorney, 
upon surrender of such Bond for cancellation, at the Principal Office of the Tnrstec, accompanied by a 
written, duly executed instrument of transfer in a form approved by the Trustee. Whenever any Bond or 
Bonds shall be surrendered for transfer, the Agency shall execute and the Trustee shall authenticate and 
deliver a new Bond for a like aggregate principal amount. 

upon any transfer. The Trustee shall also require the payment by any Bondholder requesting any such 
transfer of any tax or other governmental charge required to be paid with respect to such transfer. 

0 
The Trustee may charge a reasonable sum for each new Bond authenticated and delivered 

m o  transfer of any Bond shall be required during the period from and including each 
Record Date to and including the related Bond Payment Date.] 

Section 306. -. Bonds may be exchanged at the Principal Office of the 
Trustee for a like aggregate principal amount of Bonds of other authorized denominations. The Trustee 
may charge a reasonable sum for each new authenticated Bond deliwred upon any exchange except in the 
case of any exchange of temporary Bonds for definitive Bonds. The TNstet shall also require the 
payment by the Bondholder requesting such exchange of any tax or other govemxncntal charge required 
to be paid with respect to such exchange. 

[No exchange of any Bond shall be required during the period fKnn and including each 
Record Date to and including the related Bond Papent  Date.) 

Section307. ' . The Trustee will keep or cause to be kept, at the Principal 
Office of the Trustee, sufficient books for the regisbation and lransfer of the Bonds, which shall at all 
reasonable times be open to h.lspectian by the Agency; and, upon presentation for such purpose, the 
Trustee shall, under such reasonable rules as it may prescribe, register or transfer or cause to be registered 
or transferred, on said books, Bonds as hereinbef&eprovided. fhe Agency and the Trustee may &at the e 
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registered owner of tach Bond as the absolute owner thereof for all purposes, and the Agency and the 
Trustee shall not be affected by any notice to the contrary. 

Section308. 1 . If any Bond shall become 
mutilated, the Agency, at the expense of the holder of said Bond, shall execute, and the Trustee shall 
thereupon authenticate and deliver, a new Bond of like denomination and number in exchange and 
substitution for the Bond so mutilated, but only upon nnrcnder of such Bond at the Principal office of the 
Trustee. Every mutilated Bond so sumridered to the Trustee shall be cancelled by it and delivered to, or 
upon the d e r  of, the Agency. Ifany Bond shall be lost, destroyed or stolen, evidence of such loss, 
destructbn or theft may be submitted to the Trustee and, if such evidence be satisfactory to the Trustee 
and indemnity satisfactory to it shall be given, the Agency, at the expense of the Bondholder, shall 
mecute, and the Trustee shall thereupon authenticate and deliver, a new Bond of like denomination and 
number. The Agency may require payment of a sum not exceeding the actual cost of preparing each new 
Bond authenticated and &livered under this Section and of the expenses which may be incurred by the 
Agency and the Trustee in the premises. Any Bond authenticated and delivmd under the provisions of 
this Section in lieu of any Bond alleged to be lost, destroyed ar stolen shall constitute an original 
additiotlal contractual obligation an the part of the Agency whether or not the Bond so alleged to be lost, 
destroyed or stolen be at any time enfaceable by anyone, and shall be equally and praportionately 
entitled to the benefits of this Indenture with all other Bonds secured by this Indenture. 

Section 309. * . m e s  DTC have a program or 
mechanism to handle bonds @assthrough certificates) structured in this manner?] (A) The Bonds 
shall be initially issued in the form of one separate, single, fully-registered Bond. Upon initial issuance, 
the ownership of the Bonds shall be registered m the registration books kept by the Trustee in the name of 
Cede, as nominee of DTC. Except as provided in paragraphs (B) and @) of this Section, all of the 
Outstanding Bonds shall be registered in the registration books kept by the Thstee in the name of Cede, 
as nominee of DTC. 

(B) With respect to the Bonds registered in the registration 'books kept by the Trustee 
m the name of Cede, as nominee of DTC, the Agency, the Trustee and the Paying Agent shall have no 
responsibility or obligation to any participant or to any person on behalf of which a participant holds an 
interest in the Bonds. Without limiting the immediately precedmg sentence, the Agency, the Paying 
Agent and the Trustee shall have no responsibility or obligation with respect to (i) the accuracy of the 
records of DTC, Cede or any Participant with respect to any ownmhrp interest in the Bonds, (ii) the 
delivery to any participant ar any 0th person, other than a Bondholder, as shown in the registration 
books kept by the TNstee, of any notice with respect to the Bonds, or (iii) the payment to any Participant 
or any other person, other than a Bondholder, as shown in the registration books kept by the Trustee, of 
any amount with respect to principal of or mtmst on the Bonds. The Agency, the Paying Agent and the 
Trustec may treat and consider the person in whose name each Bond is r e g i s t d  in the registration books 
kept by the Trustee as the holder and absolute owner of such Bond for the puspose of payment of 
principal, premium and interest with ncspect to such Bond, for the purpose of giving notices of matters 
with respect to such Bond, for the prrrpose ofregistering transfm with respect to such Bond, and for all 
other purposes whatsoever. Tbe TNstee and tbe Paying Agent sball pay aU principal of and interest on 
the Bonds only to ox upon the order of the respective Bondholders, as shown in the registration books 
kept by the Trustee, 8s provided in Section 307, or their respective attorneys duly authorized in writing, 
and all such payments shall be valid and effective to fully satisfy and discharge the Agency's obligations 
with respect to payment of principal of and interest on the Bonds to the extent of the sum or sums so paid. 
No person other than a Bondholder, as shown in the registration books kept by the Trustee, shall receive a 
certificated Bond evidencing the obligation of the Agency to make payments of principal and interest 
pursuant to this Indenture. Upon del ivq by DTC to the Trustee of written notice to the effect that DTC 
has detennined to substitute a new nominee in place of Cede, and subject to the provisions herein with 
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respect to Record Dates, the word "Cede** in this Indenture shall refer to such new nominee of DTC; and 
upon receipt of such a notice the Tiustee shall promptly deliver a copy of the same to the Agency. 

the Trustee shall in any way limit the provisions of paragraph (B) of this Section or in any other way 
impose upon the Agency any obligation whatsoever with respect to persons having interests in the Bonds 
other than the Bondholders, as shown on the registration books kept by the Trustee. The Trustee shall 
take all action necessary for all representations of the Agency in any such letter or agnement with respect 
to the Paying Agent and the Tiustee, respectively, to at all times be complied with. 

(C) No letter or other agreement required to be delivered to DTC by the Agency or 
a 

@) DTC may determine to discontinue providing its services with respect to the 
Bonds at any time by giving reasonable notice to the Agency and the Trustee and discharging its 
responsibilities with respect t h m o  under applicable law. The Agency, in its sole discretion and without 
the consent of any other person, may tuminate the services of DTC with respect to the Bonds. Upon any 
such discontinuation or termination of the services of DTC with respect to the Bonds, if no substitute 
securities depository willing to undertake the functions of DTC hereunder can be found which, in the 
opinion of the Agency, is willing and able to undertake such functions upon reasonable and customary 
terms, the Agency is obligated to deliver Bond certificates at the expense of the Beneficial Owners of the 
Bonds, and the Bonds shall no longer be restricted to being registered in the registration books kept by the 
Trustee in the name of Cede as nominee of DTC, but may be registered in whatever name or names 
Bondholders transfbing or exchanging Bonds shall designate, in accordance with the provisions of this 
Indenture. . 

(E) Notwithstanding any other provision of this Indenture to the contmy, so long as 
any Bond is registered in the name of Cede, as nominee of DTC, all payments with respect to principal of 
and interest on such Bond and all notices with respect to such Bond shall be made and given, respectively, 
in the mannq agreed upon by DTC and the Trustee. Beneficial Owners shall have no lien on or security 
interest in any rebate or refund paid by DTC to the Trustee which arises &om the payment by the Trustee 
of principal of or interest on the Bonds in immediately available funds to DTC. 

0 
ARTICLEN 

APPLICATION OF BOND PROCEEDS 

. The Tiustee shall apply the proceeds of the . .  Section 401. 
Bonds and certain other moneys, as follows: 

(A) The proceeds &an the sale of the Bonds, m the aggregate amount of 
%[AMOUNT], shall be applied as follows: 

(1) $[ACCRUED, PROBABLY NONE], reprrsenting accrued mterest on 

$[AMOuNTJ shall be dqoskd in the hgram Account for the purpose 

the Bonds to the date of delivery, shall be deposited in the Interest Account. 

of purchasing the Loans. 
(2) 

(B) Moneysmeivcd from the Agency in the aggregate amount of %[COI AMOUNT] 
shall be deposited in the Costs of Issuance Subaccount. 

The Tiustee may establish such temporary accounts or subaccounts on its records as are 
necessary or appropriate to facilitate such deposits and transfers. 
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. .  Section 402. of Pr- 

IssuanceSubaccount. (A) The Agency hereby establishes and creates a separate trust account to be held 
in trust by the Trustee and designated the “Program Account” and a subaccount therein designated the 
“Costs of Issuance Subaccount*’. 

(B) Except as otherwise provided herein, moneys m the Program Account shall be 
used solely for (1) the purchase of the Loans upon requisition of the Agency filed with the Trustee in the 
form of an Officer’s certificate. The Agency shall maintain acc\aate records of all such requisitions, a 
description of the Loans financed pursuant hereto and the purchase price and Principal Balance of such 
Loans as of their date ofpurchase. In the event €hat there arc amounts rcmhing h the Program Account 
on the date tbree months after the date of issuance of the Bonds and that were deposited therein for the 
purpose of purchasing Loans, the Trustee shall transfer such amounts to the Principal Account and shall 
for all prnposes @eat such amounts as if they were Loan Principal Prejmymmts. 

(C) Moneys m the Costs of Issuance Subaccount shall be used solely for the payment 
of Costs of Issuance of the Bonds upon requisition of the Agency filed with the Tiustee in the fonn of an 
Officer’s Certificate. In the event that $bere are moun!s xunainhg m the Costs of Issuance Subaccount 
on the date three months after the date of issuance of the Bonds, the Trustee shall transfer such amounts to 
the Agency free and clear of the lien of the Indenture. 

@) No amount shall be charged against the Program Account except as expressly 
provided in this Article. 

ARTICLEV 

LIMITED OBLIGATIONS; PERFECTION OF PLEDGE; 
APPLICATION OF REVENUES AND OTHER MONEYS 

. (A) The principal of and Section 501. of P U  . .  
interest on the Bonds shall be limited obligations of the Agency payable solely out of the Trust Estate 
which is hereby pledged to secure the payment of the principal of and interest on the Bonds, subject to the 
provisions of this Indenture permitting the use and application thereof for or to the purposes and on the 
t m s  and conditions set forth in this Indenture. 

(B) The pledge hereby made and the security interest granted by the granting clauses of 
this Indenture shall attach, be pcrftcted and be valid and binding fiom and afier the time of the initial 
delivery by the Tiustee of the Bonds without any fintha action on the part of the Agency. The proceeds 
of the sale of the Bonds, the Revenues, tbc Loans financed hereunder, and all Accounts and moneys and 
securities thmin so pledged and then or thereafter received by the Agency or the Trustee shall 
immediately be subject to the lien of such pledge and security mtemt without any physical delivery 
thereof or further act, and the lien of such pledge and securie mtaest shall be valid and binding and prior 
to the claims ofsnyaadsilpties having claims of any kind in tat, corrtracto~ otherwise against the 
Agency or any Fiduciary imspectin of ether such parties have notice thereof, 

and creates the following Accounts: 
Section502. 1 . The Agency hereby establishes 

(A) the Fees Accomc 
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(C) the Rincipal Account. 

Section 503. . (A) All Revenues collected or received by, or 
deposited with, the Trustee s h x : ; ! ,  allocated and applied by the Trustee solely as 
provided in this Indenture. All Revenues collected or received by the Agency shall be deemed to be held, 
and to have been collected or received, by the Agency as the agent of the Trustee and shall forthwith be 
paid by the Agency to the Trustee[; -, however, that the Agency may transfer Revenues directly to 
any investment agreement provider for credit to an Investment Obligation held in the name of the Agency 
and the Trustee]. 

(B) ’ All Revenues shall be credited by the Tnrstee upon receipt by the Trustee as 
follows: 

(1) all amounts received by the Tnrstee with respect to mtcrest accrued on 
the Loans (net of any fees payable to the Loan Servicer with respect to the Loans), mterest eamed 
on amounts in the Interest Account and the Principal Account, and [interest earned on amounts 
held by the Loan Sexvicer under the Servicing Agreement] shall be credited during each calendar 
month in the following amounts to the following accounts in the following order of priority, the 
requirements of each such Account (including the making up of any deficiencies in any such 
Account or payment resulting &om lack of Revenues mfficient to make any earlier required 
deposit) at the time of credit or payment to be satisfied, and the results of such satisfiction being 
taken into account, befare any credit or payment is made subsequent in priority: 

E&, to the Fees Account, to the extent necessary to increase the amount 
therein so that it equals the sum of (a) the Trustee’s Fee payable on the next succeeding 
Bond Payment Date, and (b) the Issuer’s Fee payable on the next succeeding Bond 
Payment Date, and 

m, to the Interest Account, the balance of such amounts, 
constituting the Interest Requirement payable on the next succeeding Bond Payment 
Date. 

(2) 
(including any b a n  Principal Repayments) shall be credited during each calendar month to the 
Principal Account. 

all amounts received by the Trustee with respect to principal of the Loans 

. (A) The Trustee shall charge the Fees . .  Section504. 
Account, on each Bond Payment Date, an amount qual to the Tiustee’s Fee then due and payable and the 
Issuer’s Fee then due and payable, and shall cause the same to be applied to the payment of such 
Trustee’s Fee and Issuer’s Fee when due. 

(B) No amount shall be charged against the Fees Accouat except as expressly 
provided in this Article V. 

. (A) The TNstee shall charge the Interest 
Account, on each Band Payment Date, an amount equal to the unpaid Interest Requirements due on the 
Bonds on such Bond Pawent Date, and shall cause the same to be applied to the payment of such Interest 
Requirements when due. The Tmtee is hereby authorized to withdraw funds from the Interest Account 
and transmit funds to the Paying Agents in order to make such payments. 

. .  section505. 
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(B) 

. (A) The Trustee shall charge the Section506. 1 

No amount shall be charged against the Interest Account except as expressly 
provided in this Article V. 

Principal Account, on tach Bond Payment Date, an amount equal to the unpaid principal Requirements 
due on the Bonds on such Bond Payment Date, and shall cause the same to be applied to the payment of 
such principal Requirements when due. "he Tiustec is hereby authorized to withdraw funds from the 
Principal Account and transmit fin& to the Paying Agents in order to make such payments. 

No amount shall be charged against the principal Account except as expressly 
provided in this Article V. 

Section 507. InwstrnentafFunds. (A) The moneys held by a Fiduciary shall be a trust 
fund far tbr purposes hmof. Moneys athibutable to each of the Accounts, on instructions confirmed in 
Writing by an Autharized officer, shall be Emtestbd by the Fiduciary holding the same in Investment 
Obligations. 

9 

. .  . .  

(B) 

(B) Amounts held in each Account MI be invested in Investment Obligations 
maturing an or prior to the date when needed. Investment Obligations rejmsenting an investment of 
moneys attributable to any Account shall be deemed at all times to be a part of said Account. Such 
investments shall be sold at the best price obtainable whenever it shall be necessary to do so in order to 
provide moneys to make any transfer, withdrawal, payment or disbursement €tom said Account, or, in the 
case of any requited transfer of moneys to another such Account, may be transferred to that Account in 
lieu of the required mOneys if pmnitted hereby as an investment of moneys in that Account, and no 
Fiduciary shall be liable or responsible for any loss resulting from any investment made in accordance 
herewith. 

In computing for any purpose haeunder the amount in any Account or subaccount on any 
date, obligations credited to such h u n t  shall be valued at the lower of cost ar face value exclusive of 
accrued interest, and may be so valued as of any time within four days prior to such date. 

The Agency acknowledges that regulations of the Comptroller of the Currency 
grant the Agency the right to m d v e  brokerage confirmations of security transactions to be effected by 
the Trustee -der as they occur. The Agency specifically waives the right to receive such notification 
to the extent permitted by applicable law and agrees that it will instead receive periodic cash transaction 
statements which include detail for the mvcstment transactions effected by the Trustee hereunder; m, however, that the Agency retains its right to receive brokerage amfirmation on any investment 
transaction requested by the Agency. 

mTIcLEVI 

PARTICULAR COVENANTS OF AGENCY 

(C) 

Section 601. -. Subject to the other provisions of this Indenture, the 
Agency shall duly and punctually pay or cause to be paid the principal of and mtercst on the Bonds, at the 
dates and places and in the manner mentimed m the Bonds, accding to the bue atcnt and meaning 
thCreOf. 

Section 602. -. The Agency shall pay all taxes and 
assessments or other municipal or governmental charges, if any, lawfully levied or assessed upon the 
Agency with respect to its activities under this Indenture or upon any Revenues, when the same shall 
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become due, and shall duly observe and comply with all valid requirements of any municipal or 
govemmental authority relative to such activities, and shall not create or suffer to be created any lien or 
charge upon the Revenues or Loans or the Accounts created pursuant to this Indenture and the moneys 
and secuxities therein except the pledge, security interest and lien created hereby for the payment of the 
Bonds. 

. Upan the date of issuance of any 
of the Bonds, all conditions, acts and things required by law to exist, to have happened or to have been 
performed precedent to or in the issuance of such Bonds shall exist, shall have happened and shall have 
been performed, and such Bonds, together with all other indebtedness of the Agency, shall be within 
every debt and other limit prescribed by law. 

Section 604. -. (A) The Agency shall purchase the Loans, and shall 
do all acts and things necessary to obtain, receive and collect Revenues in such manner as is consistent 
with the Act and with sound lending practices and principles. 

. .  Section 603. -e 

(B) No Loan shall be purchased by the Agency with amounts in the Program 
Account unless the Trustee has received an Officer’s Certificate to the effect that the Agency believes on 
the basis of the information available to it that the Loan complies with the following tcnns, conditions, 
provisions and limitations with nspeet to such Loan and the related Borrower, Development and Loan 
Documents: 

(1) The Borrower and the Development are eligible under the Act, and the Deed 
of Trust has been executed and recorded in accordance with the requirements of existing laws. 

(2) The Deed of Trust constitutes and creates a lien (subject to Permitted 
Encumbrances) on the real property or interest therein of the Development. 

(3) There is title insurance in the full amount of the Loan insuring that the Deed 
of Trust constitutes and creates a lien (subject to Permitted Encumbrances) on the real propeq or 
interest therein of such Development. 

(4) The Loan is insured by HUD under Section 236 of the National Housing Act 
of 193 7, as amended. 

Such Officer’s Certificate shall not be deemed to be a representation or w~trranty of the 
Agency to the Bondholders in any n p c t  concerning the Loans. 

(C) The Agency may not consent to a modification of, or modify, the rate or rates of 
interest on, or the amount or time of payment of any installment of principal of or interest on, any Loan or 
the security for or any terms or provisions of any Note or Deed of Trust unless such modification is either 
(1) approved in writing by HUD and the holders of a majority in aggregate Principal Amount of the 
Bonds, or (2) required by HUD under the applicable HUD regulations. 

@) [The Agency may not amend or mod@ the Servicing Agreement in any manner 
that would have a material ad- effkt 011 Bondholders without the consent of the holders of a majority 
in aggregate Principal Amount of the Bonds. Ifthe Servicing Agreement is terminated for any reason 
prior to the payment in full of all of the Loans, the Agency shall use reasonable efforts to obtain a 
replacement Servicer that is qualified under applicable HUD regulations and, if practicable, is willing to 
serve as Servicer for no greater compensation than the original Servicer. Ifthe Agency cannot, after 
reasonable efforts, engage a qualified replacement Servicer at no greater cost than for the original a 
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Servicer, the Agency shall solicit proposals (using a description of Services oomparable, in the Agency's 
reasonable judgment, to the services provided under the original Servicing Agreement) from at least three 
qualified d c e r s  and shall select the most cost effective proposal offiring to service the Loans pmuant 
to such description of services. Notwithstanding the foregoing sentences of this paragraph, if the 
Servicing Agreement is tenninated for any reason, the Agency may service the Loans itself under the 
same requirements, terms (including campensation), conditions and obligations as were (1) undertaken by 
the original Servicer or (2) propod in the most cost effective proposal received in response to such a 
request for praposals.] 

. The Agency shall cause the Loan Servicer . .  Section605. 
to take all steps, actions and pmcccdmgs reasonably necessary to recover the balance due and to become 
due on a Defaulted Loan or to realize thc benefit of any insurance of such Loan or guarantee thereof, 
including but not limited to the prompt filing of notices of defiult, claims payment and extarsions for 
filing claims with HUD. Tbe Agency shall take such actions as may be neeessay to obtain payment of 

insurance benefits in cash, rather than in debentures. 

section606. 
. pwmitted. The Agency may not sell or otherwise transfer a Loan except in connection with obtaining the 
benefit of any insurance of such Loan or guarantee thereof or unless such Loan is a Defaulted Loan. 
However, nothing in this Indenture or any other document or agreement relating to the Bonds shall be 
construed to w e n t  the Agency from making a loan to any Borrower to r e f m c e  a Development, 
making a loan to a purchaser of any Devehgment, or otherwise participating in or inducing the 
prepayment of any Loan. In addition, the Agency may also release any Loan and transfer it out of the 
Trust Estate free and clear of the lien of this Indenture in exchange for depositing in the Principal Account 
an amount equal to the Principal Balance of the Loan and in the Interest Account an amount equal to 
accrued interest on the Loan as of the date of release, but only as part of a transaction or series of 
transactions described by an Officer's Certificate which specifies that the purpase of such transaction or 

-transactions is to atend the term of the low income occupancy requirements of the related Development 
or to target the low income occupancy requirements of the related Development to tenants with lower 
incomes than would otherwise apply. 

Section607. ( . Upon the happening of an 
Event of Default specified in Section lo02 and at the written request of the Tiustee or of the Holders of 
not less than twenty-five percent (25%) m Principal Amount of the Outstanding Bonds, subject to the 
approval of HUD, the Agency shall assign any or all of the Loans held by the Agency to the Trustee; 
provided, however, if the Trustee and the Bondholders are restored to their positions in accordance with 
Section 1015, the Tnrstee shall assign such Loans back to the Agency. 

indirectly extend or assent tothe cxmmm of the mahpity of any of the Bonds or the time of payment of 
any of the claims for interest by the purcbase ap frmding of sucb Bonds, or claims for interest or by any 
other arraagcnnmf and in case the maturity of any of tbe Baards or the time fap payment of any such 
claims for inttmst shall be admdcd, such Bonds or claims for interest shall not be entitled in case of any 

-default hereunder to the bef i t  baeof or to any payment out of any assets of the Agency or the funds 
(except funds held m trust for the payment of particular Bonds or pursuant hereto) held by any Fiduciary, 
except subject to the prior payment of the principal of all Bonds issued and Outstanding the maturity of 
which has occurred and has not'been extended and of such portion of the accrued interest on the Bonds as 

Section608. . "be Agency shall not directly or 

--shall not be represented by such extended claims for interest. 
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. .  . .  section609. (. 

(A) The Agency shall not hereafter create or pennit the creation of or issue any a obligations or create any additional indebtedness which will be secured by a charge and lien on the 
Revenues, the Trust Estate or other security for the Bonds, prior to or on a parity with the lien of this 
Indenture. 

(B) The Agency expressly reserves the right to adopt one or more general or special 
bond resolutions or to enter into one or more other indentures for any of its coprate  purposes and 
reserves the right to issue other obligations so long as the same are not a charge or lien prohibited by 
paragraph (A) of this Section. Specifically, but without limiting the fangoing, the Agency expressly 
reserves the right to authorize and issue bonds, notes, warrants, certificates or other obligations or 
evidences of indebtedness which as to principal or interest, or both, are payable from moneys which are , 
not Revenues as such tam is defined in this Indenture. 

Section 610. FurtherAssurance. At any time and all times the Agency shall, so far as it 
may be authorized by law, pass, make, do, execute, acknowledge and deliver, all and every such further 
resolutions, acts, deeds, conveyances, assignments, transfers and assurances and enter into such further 
agreements as may be necessary or desirable for the better assuring, conveying, granting, assigning or 
confirming all and singular the pledge of and grant of a security interest in the Revenues, the proceeds of 
the Bonds, the Loans and the Accounts hereby pledged or granted, or intended so to be, or which the 
Agency may hereafter become bound to pledge or grant. 

. I  . The Agency is duly Section611. 1 . .  
authorized pursuant to law to autharize and issue the Bonds, to enter into this Indenture and to pledge and 
grant a security interest in the Revenues, the proceeds of the Bonds, the Loans and the Accounts 
purported to be pledged hereby in the manner and to the extent provided herein. The Revenues, the 
proceeds of the sale of the Bonds, the Loans and the Accounts so pledged are and will be fiee and clear of 
any pledge, lien, charge or encumbrance thereon or with respect t h m o  prior to, or of equal rank with, the 
pledge and grant created hereby, and all corporate action on the part of the Agency to that md has been 
duly and validly taken. The Bonds and the provisions hereof are and will be the valid and binding limited 
obligations of the Agency in accordance with their terms and the terms hereof. The Agency shall at all 
times, to the extent permitted by law, defend, preserve and protect the pledge of the Revenues, the 
proceeds of the sale of the Bonds, the Loans and the Accounts so pledged hereunder and all the rights of 
the Bondholders hereunder against all claims and demands of all persons whomsoever. The Bonds shall 
not be deemed to constitute a debt or liability of the State or any political subdivision thereof other than 
the Agency, or a pledge of the faith and credit or the taxing power of the State or of any political 
subdivision thereof, other than the Agency. 

@ 

Section 612. statepledne. In Bccordance with the Act, the following pledge is included 
herein: 

The State pledges with the Holders of any Bonds issued under this Indenture that the 
State will not limit or alter the rights vested in the Agency to hlfill the terms of any agreemmts made 
with @e Holders or m any way impair the rights and remedies of such Holders until such Bonds, together 
with the interest thereon, with interest on any unpaid installments of interest, and all costs and expenses in 
connection with any action or proceeding by or on behalf of such Holders, are fully met and discharged. 

Section 613. -. The Agency shall keep and maintain proper books of 
record and account in which complete and accurate mtries will be made of all transactions relating to the 
Bonds, the Loans and the Accounts. Such books shall be open to inspection at reasonable times by the a 
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Trustee and any Holders of not less than five percent (5%) in Rincipal Amount of Bonds then 
Outstanding. 

ARTICLE VII  

WSERVED] . 

(B) To add to the limitations or restrictions herein contained other limitations or 
restrictions to be observed by the Agency which arc not contrary to or inconsistent with the provisions 
hereof as theretofore in effect; 

(C) To smmder any right, power or privilege reserved to or conferred upon the 
Agency herein, pvidtd that the s-er of such right, power or privilege is not contrary to or 
inconsistent with the covenants and agreements of the Agency contained herein; 

@) To confirm, as fUrtha assurance, any pledge under, and the subjection to any lien 
or pledge created or to be created by, this Indenture, of the Revenues or any other moneys, securities or 
c funds; 

(E) To appoint a successor Fiduciary; 

(F) 

(G) 

(H) 

(I) 

To cure any ambiguity, supply any omission, or cure or comct any defect or 

To insert such provisions clarifyins matters or questions arising hereunder as are 

To provide for the kuancc of&arerBa& or coupon Bonds, registrable as to 

To provi& far the issuance of book-entry fann Bonds a to modifL the 

inconsistent wovision herein, 

necessary or desirable and are not mataiafly advuse to the interests of the Bondholdrrs, 

principal, subject to any applicable requimnmtS of law; 

provisions with respect thacto; 

(J) To modify, amend or supplcment this Indenture or any Supplemental Indenture 
in such manner as to pennit the qualification hereof and themof under the Trust Indenture Act of 1939, as 
'amended or any similar federal statute hereafter in effect or under any state securities registration or "blue 
sky" law; 
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ARTIcLEvm 

SUPPLEMENTAL INDENTURES 

Scctim 801. 1 . Foranyoneormoreof 
the following purposes and at any time or fiwn time to time, a Supplemental Indenture may be entered 
into by the Agency &nd the Trustee which Supplemmtal Indenture, upon the execution and delivery 
thercofby an Authorized otlica oftbe Agency, [by F a d e  Mae ifand for so long as it is the sole 
Beneficial Owner of the Bonds] and by the 'I'm, sban be fully effective m accordance with its terms: 

covenants or agreements to be observed by the Agency which are not materially adverse to the interests of 
the Bondholders; 

(A) To add to the covenants or agreements of the Agency herein contained other 
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(K) To make any other change which does not materially adversely affect the 

Section802. ~ . Exceptas 
0 interests of the Bondholders; or 

provided by Section 801, at any time or from time to time, a Supplemental Indenture amending or 
supplementing this Indenture may be entered into by the Agency and the Trustee modifymg any of the 
provisions of this Indenture or releasing the Agency from any of the obligations, covenants, agreements, 
limitations, conditions or restrictions herein contained, but no such Supplemental Indenture shall be 
effective until the exemtion and delivery thereof by an Authorized Officer and by the Tnrstee and, unless 
no Bonds delivered by the! Agency prior to the adoption of such Supplemental Indenture remain 
Outstanding at the time it becomes effective, such Supplemental Indenture is cunsmted to by or on behalf 
of Bondholders in accordance with and subject to the provisions of Article IX. 

ARTICLEM 

AMENDMENTS 

Section 901. Mallrne of N&gs * , Any provision in this Article relative to the mailing of 
a notice or other paper to Bondholders shall be fully complied with if it is mailed, postage prepaid, only to 
the Trustee, to each registered owner of any Bonds then Outstanding at its last address, if any, appearing 
upon the registry books. 

Section 902. PowersofAmendment. In addition to those amendments to this Indenture 
which are authorized by Article MII, any modification or amendment of this Indenture and of the rights 
and obligations of the Agency and of the Holders of the Bonds hereunder, in any particular, may be made 
by a Supplemental Indenture with the written consent, given as hereinafter provided in Section 903, of the 
Holders of at least fifty percent (SO??) in Principal Amount of the Bonds Outstanding at the time such 
consent is given; and provided, further, that no such modification or amendment (i) shall permit a change 
in the tenns of any installment of interest thereon or principal thereof without the consent of the Holder of 
such Bond, or (ii) shall reduce the percentages of Bonds the consent of the Holders of which is required to 
effect any such modification or amendment, or permit the creation of a lien on the Revenues and other 
assets pledged under this Indenture prior to or on a parity with the lien of this Indenture, or deprive the 
Holders of the Bonds of the lien created by this Indenture upon such Revenues and other assets (except as 
expressly provided in this Indenture), without the consent of the Holders of all Bonds then Outstanding. 

Section 903. Qmm$ of B m .  The Agency and the Trustee may at any time, in 
accordance with the provisions of Section 802, execute and deliver a Supplemental Indenture malang a 
modification or amendment permitted by the provisions of Section 902, to take effect when and as 
provided in this Section. A copy of such Supplemental Indenture (or brief summary thereof or reference 
thereto), together with a request to Bondholders for their consent thereto (in a fonn which shall include a 
statement that any consent of the Bondholder, once filed with the Trustee, shall be irrevocable), shall be 
mailed by the Tiustee to Bondholders (but failure to mail such copy and request shall not affect the 
validity of such Supplemental Indenture when consented to as in this Section provided). Such 
Supplemental Indenture shall not be effective unless and until, and shall take effect in accordance with its 
tcrms when, there shall have been filed witb the Tnrstee (1) the Written consents of Holders of the 
percentage of outstaslding Bonds specified in Won 902, and (2) a Counsel's Opinion or opinion of 
counsel to the Agency stating that such Supplemental Indenture has beem duly and lawfblly entered into 
by the Agency in accordance with the provisions of this Indenture, is authorized or pennitted by the 
provisions of this Indenture and, when effective, will be valid and binding upon the Agency. Each such 
consent shall be effective only if accompanied by proof of the holding, at the date of such consent, of the 
Bonds with respect to which such consent is given, which proof shall be such as is permitted by Section 
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1202. A certificate or certificates by the Trustee that it has examined such proof and rhat such proof is 
sufficient under the provisions of Section 1202 shall be conclusive that the consents have been given by 
the Holders of the Bonds described in such certificate or certificates. Any such consent shall be binding 
upon the Holder of the Bonds giving such consent and upon any subsequent Holder of such Bonds and of 
any Bonds issued in exchange therefor (whether or not such subsequent Holder thereof has notice 
thereof). At any time afier the Holders of the required percentage of Bonds shall have filed their consents 
to such Supplemental Indenture, the Trustee shall make and file with the Agency a written statement that 
the Holders of such rtquned percentage of Bonds have filed and given such consents. Such written 
statement shall be conclusive that such ccmsents have been so filed and have been given. At any time 
themafter, notice, stating m substance that such Supplemental Indenture (which may be referrtd to as a 
Supplemental Indenture executed by the Agency on a stated date a copy of which is on file with the 
Trustee) has been consented to by the Holders of the required percentage of Bonds and will be effective 
as provided m this Section, shall be given to Bondholders by the Tiustee by mailing such notice to 
Bondholders (but f ~ l u r e  to mail such notice shall not prevent such Supplemental Indenture from 
becoming effective and binding as in this Section provided). A record, consisting of the papers required 
or permitted by this Section to be filed with the Tiustee and the Agency, shall be proof of the matters 
therein stated. Such Supplemental Indenture making such modification or amendment shall be deemed 
conclusively binding upon the Agency, the Fiduciaries and the Holders of all Bonds on the date specified 
therein or, if no date is specified, on the date the Trustee has received all consents and the Counsel's 
Opinion referred to in clauses (1) and '(2) above, except in the event of a f m l  decree of a court of 
competent jurisdiction setting aside such Supplemental Indenture in a legal action or equitable proceeding 
for such purpose commenced prior to the date on which such Supplemental Indenture is conclusively 
binding. 

e 

Section 904. bv I J- . Notwithstanding anyhng contained 
in Article Vm or in the fongoing provisions of this Article, the terms and  provision^ hereof and the rights 
and obligations of the Agency, the Trustee and the Holders of the Bonds thereunder, in any particular, 
may be modified or amended in any respect upon execution and delivery of a Supplemental Indenture by 
the Agency and the Trustee making such modification or amendment and upon receipt by the Trustee of 
the consent to such Supplemental Indenture of the Holders of all of the Bonds then Outstanding, such 
consent to be given and proved as provided in Section 903, except that no notice to Bondholders shall be 
required if a request to Bondholders for their consent to such Supplemental Indenture has been made as 
contemplated by Section 903. 

Section905. . Bonds owned or held by or for the account of the 
Agency shall be excluded and shall not be deemed Outstanding for the purpose of consent or other action 
or any calcuIation of Outstanding Bonds provided for in this Article, and the Agency shall not be entitled 
with respect to such Bonds to give any consent or take any other action provided for m this Article. At 
the time of any consent or other action under this Article, the Agency shall furnish the T~stee  an 
Officer's Certificate, upon which the Trustee may rely, describing all Bonds so to be excluded. 

Section906. . Bands delivered after the effective date of any action 
taken as in Article VIII or this Article pvided  may, and if the Trustee so deteanmes ' shal1,beara 
notation by endorsement or aahrrwise m farm approved by the Agency and the Trustee as to such action, 
and in that caseupan demand ofthe Holder of my Bond Outstanding at such dfcctve date and 
presentation of such Bond for such purpose at the Principal Office of the Trustee, suitable notation shall 
be made on such Bond by the Tiustee as to any such action. If the Agency or the Trustee shall so 
determine, new Bonds so modified as in the opinion of the Trustee and the Agency conform to such 
action shall be prepared and delivered, and upon demand of the Holder of any Bond then Outstanding, 
shall be exchanged, without cost to such Bondholder, for Bonds of the same tenor then Outstanding upon 
suxrender of such Bonds. 
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. .  Section907. ( . The Agency, so far as it may be 

authorized by law, may and if requested by any Fiduciary shall enter into additional contracts or 
indentures with any Fiduciary giving effect to any modification or amendment of this Indenture as 
provided in Article VIII or in this Article. 

. Nothing in Article Wr or this Article Section908. [ 
IX shall be mterpreted as prohibiting the Agency from modifjmg or amending the terms of any Bond 
with the consent of the Owner of such Bond if such modificaticm or amendment has no material adverse 
effect on the interests of any other Bondholder. 

. .  

ARTICLEX 

EVENTS OF DEFAULT AND REMEDIES OF BONDHOLDERS 

Section 1001. -. The Agency hereby determines that there shall be, and 
there hereby are, vested in the Trustee, in addition to all its property, rights, powers and duties mentioned 
or referred to in any other provision of this Indenture, the rights, powers and duties in this Article 
provided in trust for the Bondholders. 

Section 1002. -. Each of the following shall constitute an event of 
default under this Indenture and is herein called “Event of Default”: 

(1) if the Interest Requirement on any of the Bonds shall not be paid when due, 
or any principal Requirement of any of the Bonds shall not be paid when due, whether at maturity 
or upon call for redemption; or 

(2) if a default shall be made m the observance or performance of any covenant, 
contract or other provision in the Bonds or this Indenture and such default shall continue for a 
period of ninety (90) days aftn written notice to the Agency firom the Holders of at least five 
percent (5%) of the Pnncipal Amount of the Bonds Outstanding at such time or from the Trustee 
specifying such default and requiring the same to be remedied; or 

(3) if there shall have been entered an order or decree, by a court having 
jurisdiction in the premises, for relief against the Agency in an involuntary case under any 
applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or appointing a 
receiver, liquidator, assignee, custodm, trustee, sequestrator (or other similar official) of the 
Agency or of any substantial part of its property, or ordering the winding up or liquidation of its 
af€airs, and such order or decree shall have continued unstaycd and in effect for a period of sixty 
(60) consecutive days; or 

(4) if there shall have been instituted or commenced by the Agency a voluntary 
case under any applicable bankruptcy, insolvency, receivership or other similar law now or 
he reah  in efffect, or the Agency shall have consented to the entry of an order for relief against it 
in any involuntary case under any such law, or to the appointment of a receiver, liquidator, 
assignee, custodian, trustee, sequestrator (or other similar official) of the Agency or of any 
substantial part of its pmperty, or the Agency shall have made an assignment for the benefit of 
crediton, or failed generally to pay its debts as they become due, or admitted in writing such 
failure, or shall have taken any action in the fmtheemce of any such action; or 

(5)  if the State has limited or altered the rights of the Agency pursuant to the 
Act, as amended to the date of this Indenture, to fulfill the terms of any agreements made with the 
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Holders of Bonds or in any way impaired the rights and remedies of Holders of Bonds prior to the 
time such Bonds, together with the interest thereon and with interest on any unpaid installments 
of interest, and all costs and expenses in connection with any action or proceeding by or on behalf 
of such Holders, are fully met and discharged. 

The Trustee shall not be required to take notice or be deemed to have notice of any Event 
of Default hereunder except failure by the Agency to pay interest on any of the Bonds when due or to pay 

. any principal Installment or redemption premium when due as required pmuant to this Indenture or 
failure by the Agency to file with the Trustee any document required by this Indenture or any 
Supplemental Indenture unless the Trustee shall be specifically notified in writing of such default by the 
Agency or the Holders of at least five percent (5%) in Principal Amount of the Bonds then Outstanding, 
and in the absence of such notice so delivered the Trustee may conclusively assume that there is no Event 
of Default except as afansaid. 

Section 1003. -. Upon the happening and continuance of an 
Event of Default described in the preceding Section, the Trustee in its own name and as trustee of an 
express trust, on behalf and for the benefit and protection of the Holders of all Bonds may, after notice to 
the Agency, and upon the written request of the Holders of not less than twenty-five percent (25%) in 
Principal Amount of the Bonds then Outstanding shall, proceed to protect and enforce any rights of the 
Trustee and, to the 1 1 1  extent that the Holders of such Bonds themselves might do, the rights of such 
Bondholders under the laws of the State or under this Indenture by such of the following remedies as the 
Trustee shall deem most effectual to protect and enforce such rights: 

(1) by mandamus or other suit, action or proceeding at law or in equity, to 
enforce all rights of the Holders of Bonds, including the right to require the Agency to receive 
and collect Revenues adequate to carry out the pledge, the assignments in trust and the covenants 
and agreements made herein, and to require the Agency to cany out any other covenant or 
agrement with Bondholders and to perform its duties under the Act; 

(2) by bringing suit upon the Bonds; 

(3) by action or suit in equity, to require the Agency to account as if it were the 
trustee of an express trust for the Holders of Bonds; 

(4) by realizing or causing to be realized through sale or o t h d s e  upon the 
security pledged hereunder; 

(5)  by action or suit in equity, to enjoin any acts or things which may be 
unlawfbl or in violation of the rights of the Holders of Bonds. 

In the d i  of any rights and medies hereunder, the Trustee, in its own name 
and as trustee of an express trust on behalf of and for the benefit of the Holders of all Bonds, shall be 
entitled to sue for, onfarcc payment on and receive any and all amounts then or during any default 
becoming, and at any time remaining, due fiam the Agency for principal, Redemption Price, interest or 
otherwise, under any provision hereof or of the Bonds, and unpaid, with interest on overdue payments at 
the rate or rates of interest specified in such Bonds, together with any and all costs and expenses of 
collection and of all proceedings hereunder and under such Bonds, without prejudice to any other right or 
remedy of the Trustee or of the Bondholders, and to recover and enforce a judgment or decree against the 
Agency for any portion of such amounts remaining unpaid, with interest, costs and expenses, and to 
collect &om any moneys available for such purpose, in any manner provided by law, the moneys 
adjudged or decreed to be payable. 
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Section 1004. . The Trustee is hereby 
irrevocably appointed (and the  bonds shall be conclusively 
deemed to have so appointed the Trustee and to have mutually covenanted and agreed, each with the 
other, not to revoke such appointment) the true and lawful attorney-in-fact of the Bondholders with power 
and authority, in addition to any other powers and rights heretofore &ranted the Trustee, at any time in its 
discretion to make and file in any proceeding in banknrptcy or judicial proceedings for reorganization or 
liquidation of the affairs of the Agency eitha in the nespective names of the Bondholders or on behalf of 
all the Bondholders as a class, any proof of debt, amendment of proof of debt, petition or other document, 
to receive payment of any sums becoming distriiutable to the Bondholders, and to execute any other 
papers and documents and do and perfm any and all such acts and things as may be necessary or 
advisable in the opinion of the Trustee in order to have the respective claims of the Bondholders against 
the Agency allowed in any bankruptcy or other proceeding. 

Section 1005. Pow- . Nothing in this Indenture shall be 
deemed to give power to the Trustee either as such or as attorney-in-fact of the Bondholders to vote the 
claims of the Bondholders in any bankruptcy proceeding or to accept or consent to any plan of 
reorganization, readjustment, glrangement or composition or other like plan, or by other action of any 
character to waive or change any right of any Bondholder or to give consent on behalf of any Bondholder 
to any modification or amendment hereof requiring such consent or to any Supplemental Indenture 
requiring such consent pursuant to the provisions of Article MII or Article E. 

Section 1006. . (A) All rights of action hereunder or upon any of the 
Bonds enforceable by the Trustee may be enforced by the Trusteewithout the possession of any of the 
Bonds or the production thereof at the trial or other proceedings relative thereto, and any such suit, action 
or proceeding instituted by the Trustee may be brought in its name for the ratable benefit of the Holders 
of said Bonds subject to the provisions hereof. 

In any action, suit or other proceeding by the Trustee, the fees, counsel fees and 
expenses of the Trustee shall constitute chargeable costs and disbursements, and all costs and 
disbursements allowed by the court shall be a fyst charge on the Revenues. 

(B) 

. TheAgency Section 1007. ( . .  
covenants with the Trustee and the Bondholders that, if an Event of Default shall have happened and shall 
not have been remedied, (1) the books of record and accounts of the Agency and all records relating to the 
Bonds and the Loans shall at all times be subject to the inspection and use of the Trustee and of its agents 
and attorneys, and (2) the Agency, whenever the Tiustee shall demand, will account, as if it were the 
trustee of an express trust, for all Revenues and other moneys, securities and funds pledged or held under 
this Indenture far such period as shall be stated in such demand. 

' . (A) No Holder of any Bond shall SectionlOO8. [ 
have any right to institute any suit, action or proceeding in equity or at law for the mforcement of any 
provision hereof of for the execution of any trust hereunder or for any other remedy hereunder, unless 
(1 )(a) such Holder previously shall have given to the Agency and the Trustee written notice of the Event 
of Defiault on acLccount of which such suit, action or proceeding is to be instituted, (b) after the occurrence 
of such Evcnt of Default, written request shall have been made of the Trustee to institute such suit, action 
or proceeding by the Holders of not less than twenty-five percent (25%) in Principal Amount of the 
Bonds then Outstanding and them shall have been offered to the Tiustee security and indemnity 
satisfactory to it against the costs and liabilities to be incurred therein or thereby, and (c) the Trustee shall 
have refused or neglected to comply with such request within a reasonable time; or (2)(a) such Holder 
previously shall have obtained the writtem consent of the Trustee to the institution of such suit, action or 

. .  
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1009 
proceeding, and (b) such suit, action or proceeding is brought for the ratable benefit of all Holders of all 
Bonds subject to the provisions hereof. 

her action to affect, disturb or prejudice the pledge of Revenues and other assets hereunder, or, except in 
the manner and on the conditions in this Section provided, to enforce any right or duty h u n d e r .  

at any time pursuant to this Article shall, except to the extent, if any, otherwise directed by the court, be 
credited by the TNstee to the applicable Account specified by Article V. Such moneys so credited shall 
at all times be held, transfened, withdrawn and applied as presen'bed by the provisions of Article V. 

* . No remedy by the tcrms of this Indenture 
confemed upon or reserved to thc Trustee (or to Bondholders) is intended to be exclusive of any other 
remedy, but each and every such remedy shall be cumulative and shall be in addition to any other remedy 
given hereunder or now or hereafter existing at law or in equity or by statute. 

* . In the case of an Event of Default, the Holders of 
a majority in Principal Amount of the Bonds then Outstanding shall have the right, subject to the 
provisions of Section 1008, by an instrument in writing executed and delivered to the Trustee, to direct 
the time, method and place of conducting any proceeding for any remedy available to the Trustee, or 
exercising any trust or power confmd upon the Trustee; provided, however, that the Trustee shall have 
the right to decline to follow any direction if the Trustee shall be advised by counsel that the action or 
proceeding so directed may not lawfully be taken, or if the Trustee in good faith shall detmnine that the 
action or proceeding so directed would involve the Trustee in personal liability or be unjustly prejudicial 
to Bondholders not parties to such direction. 

section 1012. Effect of 1 . No delay or omission of the 

(B) No Holder of any Bond shall have any right in any manner whatever by its, his or 

. All moneys collected by the Trustee Section 1009. [ . .  

section 1010. 

Section 1011. 

Trustee or of any Holders of Bonds to exercise any right or power accruing upon any default shall impair 
any such right or power or shall be canstrued to be a waiver of any such default, or acquiescence therein, 
and every right, power and remedy granted or provided herein to them or any of them may be exercised 
from time to time and as often as may be deemed expedient by the Trustee or, in an appropriate case, by 
the Bondholders. 

Section 1013. * ' . No claim for interest appertaining to any of the Bonds 
which claim in any way at or after maturity shall have been tmnsfartd or pledged by or at the instance of 
the Agency separate and apart from the Bond to which it appertains shall, unless accompanied by such 
Bond, be entitled in case of an Event of Default hereunder to any benefit by or fi.om this Indenture except 
after the prior payment m full of tb: principal and Redemption Price of all of the Bonds then due and of 
all claims for interest then due not so t r a n s f e r r e d  or pledged. 

Section 1014. < * . NothinginthisAxticle 
contained shall affect or ixnpair the right of any Bondholder to Cnforct the payment of the principal of and 
interest on its Bonds, or the obligation of the Agency to pay the prbipal of and intmst on each Bond to 
the Holder thmof, a? the time and place expressed in such B d .  

. In case any proceeding taka by the Trustee 
on account of any Event of Default shall have been discontinued or abandoned for any reason, then in 
evtry such case the Agency, the Trustee and the Bondholders shall be restored to their former positions 
and rights hereunder, respectively, and all rights, remedies, powers and duties of the Trustee shall 
continue as though no such proceeding bad been taken. 

- 
. .  section 1015. 
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ARTICLEXI 

THE FIDUCIARIES 

Section 1101. . U.S. Bank Trust National Association, is hereby . 
appointed as Trustee hereunder for the purpose of receiving all moneys which the Agency is tequked to 
deposit or cause to be deposited with the Trusteehereunder, to hold in trust, allocate, use and apply the 
same as provided in this Indenture and otherwise to hold all the offices and to perfann all the functions 
and duties provided in this Indenture to be held and performed by the Trustee. 7'he Trustee shall, prior to 
an Event of Dehlt ,  and after the curing of all Events of Default which may have OCCMCCI, pcrfonn such 
duties and only such duties as are specifically set f d  in this Indenture. The Trustee shall, during the 
existence of any Event of hfault  (which has not been cured), exercise such of the rights and powers 
vested in it by this Indenture, and use the same degree of care and skill in their exercise, as a reasonable 
person would exercise or use under the circumstances in the conduct of such person's own affairs. The 
Trustee hereby signifies its acceptance of the duties and obligations imposed it by this Indenture by 
executing and delivexing this Indenture; and by executing and delivering this Indenture, the Trustee is 
deemed to have accepted such duties and obligations, but only upon the terms and conditions set forth in 
this Indenture. No provision of this Indenture shall require the Twtee to expend or risk its own funds or 
otherwise incur any financial liability in the pedonnance of any of its duties hereunder, or in the exercise 
of any of its rights and powers, if it shall have reasonable grounds for believing that repayment of such 
funds or adequate indemnity against such risk or liability is not reasonably assured to it. The Trustee 
shall perform its functions and duties hereunder on its own behalf as Tiustee hereunder. 

The Agency and the Trustee shall establish such accounting, notice and other 
relationships as are necessary to Fovide for the operation of the Accounts and sub-accounts created under 
or pursuant to Articles and V, and the handling of the assets (including Loans) credited thereto in @ accordance herewith. 

section 1102. -. 
(A) The Agency may remove the Trustee upon thiw (30) days' prior wrilten notice at any 

time unless an Event of Default shall have occurred and then be continuing, and shall remove the Trustee 
if at any time requested to do so by an instrument or concurrent instruments in writing signed by the 
Holders of not less than a majority in aggregate principal Amount of the Bonds then Outstanding (or their 
attorneys duly authorized in writing) or if at any time the Trustee shall cease to be eligible in accordance 
with paragmph @) of this Section, or shall become incapable of acting, or shall be adjudged a bankrupt or 
insolvent, or a receiver of the Trustee or its property shall be appointed, or any public officer shall take 
control or charge of the Trustee or of its property or a& for the purpose of rehabilitation, conservation 
or liquidation, in each case by giving written notice of such removal to the Trustee, and thmupon shall 
appoint a successor Trustee by Supplemental Indenture. 

(B) The Trustee may at any time resign by giving written notice of such resignation to 
the Agency and by giving each Bondholder notice of such resignation by mail. Upon receiving such 
notice of resignation, the Agency shall pramptly appoint a r~ccessor Tiustee by Supplemental Indenture. 

(C) Any removal or resignation of the Trustee and appointment of a successor Trustee 
shall not become effective until acceptance of appointment by the successor Trustee has been transferred 
to such successo~ TNstee. If no successor Trustee shall have been appointed and have accepted 
appointment within forty-five (45) days of giving notice of removal or notice of resignation as aforesaid, 
the Agency, the resigning TNstee or any Bondholder (on behalf of itself and all other Bondholders) may 
petition any court of competent jurisdiction for the appointment of a successor Trustee, and such court 0 
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may thereupon, after such notice (if any) as it may deem proper, appoint such successor Trustee. Any 
successor Trustee appointed under this Indenture shall si&@ its acceptance of such appointment by 
executing and delivering to the Agency and to itipredecessor Trustee a written acceptance thereof, and 
thereupon such successor Trustee, without any further act, deed or conveyance, shall become vested with 
all the moneys, estates, propexties, rights, powers, trusts, duties and obligations of such predecessor 
Trustee, with like effect as if originally named Trustee here6 but, nevertheless on the request of the 
Agency or request of the successor Trustee, such predecessor Tnrstee shall execute and deliver any and 
all instnrments of conveyance or Mer assurance and do such other things as may reasanably be 
required for more fully and certainly vesting in and confirming to such successor Trustee all the right, title 
and interest of such p d c c e m r  Twtec in and to any property held by it under this Indenture, and shall 
pay over, transfer, assign and deliver to the successor Trustee any mcm9 or other property subject to the 
trusts and conditions herein set farth. Upon request of the successor Trustee, the Agency shall execute 
and deliver any and all insbumcnts as may be reasonably required for more furly and certainly vesting in 
and canfirming to sucb successor Trustee all such money% estates, prapcrties, rights, powers, trusts, 
duties and obligations. Any such successor Trustee shall promptly not@ each Paying Agent of its 
appointment as Tiustee, Upon acceptance of appointment by a successor Trustee as provided in this 
paragraph (C), !he Agency shall mail to each Bomiholda a notice of the succession of such Trustee to the 
trusts hereunder. If the Agency firils to mail such notice within ten (1 0) days after acceptance of 
appoinbnent by the successor Trustee, the successof Trustee shall cause such notice to be mailed. 

@) Any Trustee appomted under the provisions of this Section in succession to the 
Trustee shall be a trust,company or bank having the powers of a trust company doing business and having 
an ofice m California, having a combined capital and surplus of at least seventy-five million dollars 
($75,000,000), and subject to supervision or examination by federal or state authority. If such bank or 
trust company publishes a report of condition at least annually, pursuant to law or to the requirements of 
any supervising or examining authority above refmed to, then for the purpose of this Section the 
combined capital and surplus of such bank or trust company shall be deemed to be its combined capital 
and surplus as set forth m its most recent report of condition so published. In case at any time the Trustee 
shall cease to be eligible in accordance with the provisions of this paragraph @), the Trustee shall resign 
immediately in the manner and with the effect specified in this Section. 

of C -. Any company into which the Trustee may be 
merged or converted or with which it may be consolidated or any company resulting fiam any merger, 
conversion or consolidation to which it shall be a party or any company to which the Trustee may sell or 
transfer dl or substantially all of its coqcmte lrust business, provided such company shall be eligible 
under paragraph @) of Won 1 102, MI be the successor to such Tnrstee without the execution or 
filing of any paper or any mer act, anything herein to the contrary notwithstanding. 

Agency ah the Trustee, tbe A g s y  to the Trustee fiom time to time masonable compensation 
for all services rcndmd under this Indenture and reasanable expenses, charges, fees of counsel, 
accountants and ccwsultants and atber disb-mts, including those of their attorneys, agents and 
employees, incrrned in good faith in and abut the perfarmance of thir powers and duties under this 
Indenture.] The Agency fiatha agrees, to the extent pcnnitted by law, to mdemnify and save the Trustee 
harmless against any liabilities (mcluding, but not limited to, the ftes and expmses of counsel) which it 
may incur in the exercise and pdhmance of its powers, functions and duties under this Indenture, which 
are not due to the Trustee's own negligence or willful misconduct. 

contained shall be taken as statements of the Agency, and the Trustee assumes no responsibility for the 
comctness of the same, and makes no representation as to the validity or sufficiency of this Indenture or 

Section 1103. 

Section 1104. . [Subject to the tams of any other contract between the 

Section 1105. . The recitals of ficts herein and m the Bonds 
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of the Bonds, and shall incur no responsibility in respect thereof, other than in connection with its duties 
or obligations herein or m the Bonds assigned or imposed. The Trustee shall, however, be responsible for 
its representations contained in its certificate of authentication on the Bonds. The Trustee shall not be 
liable in connection with the performance of its duties hereunder, except for its own negligence or willful 
misconduct. Any Fiduciary may become the owner of Bonds with the same rights it would have if it were 
not such Fiduciary, and, to the extent permitted by law, may act as depositary for and permit any of its 
officers or directors to act as a member of, or in any other capacity with respect to, any committee f m e d  
to protect the rights of Bondholders, whether or not such A t t e e  shall represent the Holders of a 
majority in Principal Amount of the Bonds then Outstanding. 

. The Tiustee shall be protected in 
acting upon any notice, resolution, request, consent, order, certificate, repart, opinion, bond or other paper 
or document believed by it to be genuine and to have been signed or presented by the proper party or 
parties. The Trustee may consult with counsel, who may be counsel of or to the Agency, with regard to 
legal questions, and the opinion of such counsel shall be fbll and complete authorization and protection in 
respect of any action taken or suffered by it hereunder in good faith and in accordance therewith. 

@ 

Section 1106. -e to 

The Trustee shall not be bound to recognize any person as the Holder of a Bond unless 
and until such Bond is submitted for inspection, if required, and such person's title thereto satisfactorily 
established if disputed. 

Whenever in the administration of the trusts imposed upon it by this Indenture the 
Trustee shall deem it necessary or desirable that a matter be proved or established prior to taking or 
suffcring any action hereunder, such matter (unless other evidence in respect thereof be herein 
specifically prescribed) may be deemed to be conclusively proved and established by a Certificate of the 
Agency, and such Certificate shall be full warrant to the Trustee for any action taken or suffered in good 
faith under the provisions of this Indenture in reliance upon such Certificate, but in its discretion the 
Trustee may, in lieu them& accept other evidence of such matter or may require such additional evidence 
as to it may seem reasonable. 

@ 

Section 1107. . Alldocuments 
received by the Trustee under the provisions of this Indenture shall be W e d  in its possession and shall 
be subject at all reasonable times to the inspection of the Agency and the holders of at least five percent 
(5%) in Principal Amount of the Bonds, and their agents and wpresmtatives duly authorized in writing, at 
reasonable hours and under reasonable conditions. promptly after request therefor by the Agency or such 
Bondholders, or their agents and representatives duly authorized in writing, the Trustee shall furnish a 
written report in reasonable detail of the amount and description of any or all funds or investments held 
by it under this Indenture. 

Section 1108. . (A) The Trustee is hereby appointed to act as Paying 
Agent for the Bonds. The Agency may, at any time or Gnnn time to time, by Officer's Certificate, appoint 
one or more additional or replacement Paying Agents for the Bonds. Each Paying Agent shall be a bank, 
trust company or national banking association doing business and having its principal office in the States 
of Califonria, Illinois or New Yak, having trust powas and having a capital and surplus aggregating at 
least fifty million dollars ($50,000,000), willing and able to accept the office on reasonable and customary 
terms and authorized by law to perform all the duties imposed upon it hereby. Each Paying Agent shall 
signify its acceptance of the duties and obligations imposed upon it hereby by executing and delivering to 
the Agency and the Tiustee a written acceptance thereof. The Tiustee shall enter into such arrangements 
with any such Paying Agent as shall be necessary and desirable to enable such Paying Agent to cany out 
the duties of its office. The Agency may remove any Paying Agent at any time by giving written notice 
of such removal to such Paying Agent and to the Trustee. Any Paying Agent may at any time resign by 
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mailing notice of such resignation to the Agency, the Tiustee and the Bondholders. In the event of the 
resignation or removal of any Paying Agent, such Paying Agent shall pay over, transfer, assign and 
deliver any moneys held by it to its successor or, if there be no successor then appointed, to the Trustee. 
The Trustee shall mail prompt notice to the Bondholders of the acceptance of appointment by any 
successor Paying Agent. Any Paying Agent appomted under the provisions of this Section shall satisfy 
the criteria for eligibility set forth m this paragraph (A) with respect to an original appointment as a 
Paying Agent. 

Any company mto which any Paying Agent may be merged or converted or with 
which it may be consolidated or any company resulting from any merger, conversion or cansolidation to 
which any Paying Agent shall be a party or any company to which such Paying Agent may sell or transfer 
all or substantiauy all of its corporate trust business, provided such company is qualified to be a successor 
to such Paying Agent under paragraph (A) of this Section and shall be authorized by law to perform all 
the duties imposed upon it hereby, shall be the successor to such Paying Agent without the execution or 
filing of any paper or the perfbmmce of any fuatha act. 

(B) 

Section 1109. 7 . The Trustee shall separately hold and account for 
each of the accounts and subaccounts created under or pursuant to Articles IV and V, in each case subject 
to the provisions of this Indenture relating to the respective account or subaccount of which it is a part. 
The Agency and the Trustee shall establish such accounting, notice and other relationships as are 
necessary to provide for the operation of each such account or subaccount, and the handling of the assets 
credited thereto in accordance with this Indenture. 

ARTICLEXII 

MISCELLANEOUS 

Section 1201. . Anyhng herein to the contrary notwithstanding, any 
moneys, held by a Fiduciary in trust for the payment and discharge of any of the Bonds which remain 
unclaimed for two years after the date when such Bonds have become due and payable, either at maturity 
or by call for redemption, if such moneys were held by the Fiduciary at said date, or for two years after 
the date of deposit of such moneys if deposited with the Fiduciary a h  the said date when such Bonds 
became due and payable, shall, at the request of the Agency expressed in one or more Officer's 
Certificates delivered to the Trustee, be paid by the Fiduciary to the Agency as its absolute property and 
fiee fkom trust, and the Fiduciary shall thereupon be released and discharged with respect thereto and the 
Holders of such Bonds shall look only to the Agency for the payment thcreoe provided, however, that 
befm being required to make any sucb payment to the Agency, the Fiduciary shall, at the expense of the 
Agency, cause written notice to be sent to the Holders of such Bonds, at the address shown on the 
registration books of the Trustee, that said moneys remain unclaimed and that, aAa a date named in said 
notice, the balance of such moneys then unclaimed will be paid to the Agency. 

request, consent, rrvocation of consent or other instrument which this Indenture may require or permit to 
be signed and executed by Bondholders may be m ollc or mare instruments of similar tenor, and shall be 
signed or executed by such Bondholdus in pasan ar by tbcir att- duly authorized m writing. Proof 
of (1) the executian of any such instnmcnt, or of an instrument appointing or authorizing any such 
attorney, or (2) the holding by any person of any Bonds shall be sufficient for any purpose hereof if made 
in the following manner, or in any other manner satisfactory to the Trustee, which may nevertheless in its 
discretion require mer or other proof in cases where it deems the same desirable: 

Section 1202. * Any 
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(A) The fact and date of the execution by any Bondholder or his or her attorney of 

any such instrument may be proved (1) by the certificate of a notary public or other officer authorized to 
take acknowledgments of deeds to be recorded in the state in which he or she purports to act that the 
person signing such instrument acknowledged to him or her the execution thereof, or by the affidavit of a 
witness of such execution, duly sworn to before such a notary public or other officer, or (2) by the 
certificate, which need not be acknowledged or verified, of an officer of a bank, trust company or duly 
licensed securities broker or dealer satisfactmy to the Trustee that the person signing such instrument 
acknowledged to such bank, trust company, finn ar broker or dealer the cxccution thereof. 

* 
(B) The authority of a person or persons to execute any such instnrment on behalf of 

a carparate Bondholder may be established without further proof if such instrument is signed by a person 
purporting to be the president or a vice-president of such corporation with a corporate seal f l ied,  and is 
attested by a person pupor@ to be its secretary or assistant secrrtary. 

(C) The holding of Bonds, the amount, numbers and other identification thcreof, and 
the date of holding the same, shall be proved by the Bond registration books of the Trustee. 

Any request, consent or other insbuxnent executed by the Holder or owner of any Bond 
shall bind all funne Holders and owners of such Bond in respect of anythmg done or suffered to be done 
hereunder by the Agency or any Fiduciary in accordance therewith. 

Section 1203. / . The amounts held by any Fiduciary 
for the payment of the interest, principal or Redemption Price due on any date with respect to particular 
Bonds shall, pending such payment, be set aside and held in trust by it for the Holders of the Bonds 
entitled thereto, and for the purposes hereof such interest, principal or Redemption Price, after the due 
date thereof, shall no longer be considered to be unpaid. 

surrendered to the Agency or any Paying Agent, be cancelled by either of them and delivered to the 
Trustee, or if surrendered to the Trustee, be cancelled by it. No such Bonds shall be deemed Outstanding 
hereunder and no Bonds shall be issued in lieu thereof. 

Section 1204. . All Bonds purchased, redeemed or paid shall, if 

Section 1205. 1 . All reports, certificates, 
statements and other documents received by any Fiduciary under the provisions hereof shall be retained in 
its possession and shall be available at all reasonable times to the inspection of the Agency, any other 
Fiduciary or any Bandholder, and their agents and their representatives, any of whom may make copies 
thereof, but any such reports, certificates, statements or other documents may, at the election of such 
Fiduciary, be destroyed or othenvise disposed of at any time six years after such date as the pledge of the 
Revenues created hereby shall be discharged as provided m Section 1201. 

Section 1206. -. (A) All covenants, stipulations, promises, 
agreements and obligations of the Agency contained in this Indenture shall be deemed to be the 
covenants, stipulations, promises, agreements and obligations of the Agency and not of any director, 
officer or Cmployee of the Agency m his or bcr individual capacity, and no recourse MI be had for the 
payment of the principal or Redemption Price of or interest on the Bands or for any claim based thereon 
or hereunder against any director, member, officer or employee of the Agency or any natural person 
executing the Bonds. 

(B) Notwithstanding anyhng in this Indenture or in the Bonds contained, all obligations 
of the Agen&y incurred hereunder shall be limited obligations of the Agency and the Agency shall not be 
required to advance any moneys derived fiom any source other than the Revenues and other assets 
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pledged under this Indenture for any of the purposes in the Indenture mentioned, whether for the payment 
of the principal of or interest on the Bonds or for any other purpose of the Indenture. Nevertheless, the 
Agency may, but shall not be required to, advance for any of the purposes hereof any funds of the Agency 
which may be made available to it for such p ~ ~ ~ ~ s e s .  

Section 1207. . Whenever in this Indenture the giving of notice by mail 
or otherwise is required, the giving of such notice may be waived in writing by the person entitled to 
receive such notice and in any such case the giving or receipt of such notice shall not be a condition 
precedent to the validity of any action taken in reliance upan such waiver. 

Section 1208. . Whenever in this Indenture provision is made for 
the cancellation by the Trustee and the delivery to the Agency of any Bonds the Trustee shall destroy such 
Bonds and deliver a certificate of such destruction to the Agency. 

Section 1209. Notices. Unless otherwise specified hmm or m a Supplemental 
Indenture, it shall be sufficient service or giving of any notice, request, certificate, demand or other 
communication if the same shall be sent by registered or certified mail, retum receipt requested, or by 
private courier service which provides evidence of delivery, postage of other charges prepaid, or sent by 
telecopy or other electronic means which produces evidence of transmission, confinned by first class 
mail, and in each case shall be deemed to have been given on the date evidenced by the postal or courier 
receipt or other written evidence of delivery or electronic transmission. Unless a different address is 
given by either party as provided in this Section, all such communications shall be addressed as follows: 

If to the Trustee at its principal Office: 

r U.S. Bank Trust National Association 
One California Street, 4th Floor 
San Francisco, Califmia 941 I1 
Attention: Corporate Trust Department 
Tel: (4 15) 273-456 1 
Fax: (415) 273-4591 

[or, with respect to payments on the Bonds and exchanges or transfcrs of any Bonds: 

U.S. Bank Trust National Association 
180 East 5th Street, 4th Floor-Bond Drop Window 
St. Paul, Minnesota, 55101 
Tel: ] 

If to the Agency: 

California Housing Finance Agency 
1121 L Street, 7th Floor 
Sacramento, Califarnia 95 8 14 
Attention: Executive Directar 
Tel: 
Fax: 

If to the Loan Servicer: 
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GMAC Commercial Mortgage Corps 

Attention: 
Tel: 

The Agency and the Trustee, by notice given hmunder, may designate any different 
addresses to which subsequent notices, certificates, requests, demands or other communications shall be 
sent. 

All written notices required under this Indenture shall be by hand delivery, by first class 
mail (postage prepaid), or by telegram (charges prepaid), by facsimile transmission, or by cablegram, 
telex or teletype, promptly confirmed by letter (postage prepaid), and any such notice shall be effective 
when received. 

. This Indenture may be executed in any number Section 12 10. Execution in C m  . .  
of counterparts and each of such counterparts shall for all purposes be deemed to be an original; and all 
such counterparts, or as many of them as the Agency and the Trustee shall preserve undestroyed, shall 
together constitute but one and the same instrument. 

. .  . .  . .  Section 121 1 . 1  . If and for so long as any 
order or other action by a court exists that calls into question the validity of the continuing appropriation 
in Section 5 1000 of the Act: 

(A) the Agency shall request the State Legislature, as and when needed, but no less 
often than annually, to appropriate all amounts in the California Housing Finance Fund to the Agency for 
the purpose of carrying out the purposes of the Act; and a 

(B) the obligations of the Agency under this Indenture shall be limited to amounts 
appropriated by the State Legislature or otherwise made available, from time to time, to pay amounts due 
under this Indenture for the fiscal year in which such payments are due. 
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101 8 

IN WITNESS WHEREOF, the CALIFORNIA HOUSING FINANCE AGENCY has 
caused this Indenture to be signed in its name by its Director of Financing and its seal to be hereunto 
affixed and attested by the Secretary of the Board of Directors, and U.S. BANK TRUST NATIONAL 
ASSOCIATION, in token of its acceptance of the trusts created hereunder, has caused this Indenture to be 
signed in its carparate name by one of its authorized officers, all as of the day and year fust above 
written. 

a 
CALIFORNIA HOUSING FINANCE AGENCY 

By: 
Director of Financing 

Attest: 

Secretary of the Board of Directors 

U.S. BANK TRUST NATIONAL ASSOCIATION, as Trustee 

By: 
Authorized Officer 
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FORM OF 2000 ISSUE A BOND] 
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s 

CALIFORNIA HOUSING FINANCE AGENCY 

MULTIFAMILY LOANPURCHASEBONDS 

2000 ISSUE A 

August 1,2017 

xsa&Qa 
July 1,2000 

REGISTERED OWNER. 

PRINCIPAL SUM: DOLLARS 

The CALIFORNIA HOUSING FINANCE AGENCY, a public instrumentality and 
political subdivision of the State of California (herein called the “Agency”), far value received, hereby 
promises to pay to the registered owner identified above, or registered assigns, on the maturity date 
specified above (or upon prior payment as hereinafter described), the principal sum specified above in 
lawful money of the United States of America; and to pay interest thereon in like money &om the date 
hereof until payment of such principal sum is discharged as provided in this Indenture hereinafter referred 
to, [at the rate per annum specified above], payable on the first day of each calendar month, commencing 
Septenber 1,2000 (each a “Bond Payment Date”). The principal hereof and interest hereon is payable by 
check mailed on each Bond Payment Date to the person m whose name this Bond or any predecessor 
Bond is registered as of the 15th day preceding the applicable Bond Payment Date at such person’s 
address as it appears on the Bond registration books of the Trustee. Notwithstanding the fongoing, upon 
the written request of a registered owner of Bonds with an aggregate Participation Percentage greater than 
one percent (1 .O?!), payments of interest and principal on such Bonds shall be made by wire transfer fiom 
the Trustee to the rcgistmd owner of such Bonds. 

“Califarnia Housing Finance Agency Multifamily Loan Purchase Bonds, 2000 Issue A” (herein called the 
“Bonds”), in the initial aggregate principal amount of [AMOUNT), issued pursuant to Parts 1 through 4 
of Division 31 of the Health and Safety Code of the State of Califarnia, as amended (herein called the 
“Act”), and pursuant to chat certain Indcnturc, dated as of July 1,2000, by and between .the Agency and 
the Trustee, as the same may be amaded and supplemented fnrm time to time (herein called the 
“‘Indenture’’). 

a 

This Bond is one of the duly authorized bonds of the Agency designated as the 

This Bond shall not be deemed to constitute, a debt ar liability of the State of California or 

0 of any political subdivision thereof, other than the Agency, or a pledge of the faith and credit of the State 

DOCSSFl:4559552 
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of California or of any such political subdivision, other than the Agency. Neither the faith and credit nor 
the taxing power of the State of California is pledged to the payment of the principal of or interest on this 
Bond. 

This Bond shall not be entitled to any benefit under this Indenture, or become valid or 
obligatory for any purpose, until the certificate of authentication and registration hereon endorsed shall 
have been signed by the Trustee. 

The 2OoO Issue A Bonds are limited obligations of the Agency stcud by the lien of Olls 
Indenture on the TNst Estate, including the Loans, Rewenues and Accounts, as those tcrnrs are defined in 
this Indenture. Reference is  hereby made to the Act and to this Indenture, a copy of which is on file at the 
principal office of the Tiustw, and all indentures supplemental thereto for a description of the rights 
thmunder of the registered owners of the Bmds, of the nature and extent of the security for the Bonds, of 
the rights, duties and immunities of the Trustee and of the rights and obligations of the Agency 
thereunder, to all of the provisions of which Indenture the registered owner of this Bond, by acceptance 
hereof, assents and agrees. Capitalized terms used in this Bond but not othemise defined herein have the 
meanings m i d  to such tams by this Indenture. 

[Payment terms.] 

The registered owner of this Bond shall have no right to enforce the provisions of this 
Indenture or to institute actions to enforce the pledge, assignments in trust or covenants made therein or to 
take any action with respect to an Event of Default under this Indenture or to institute, appear in or defend 
any suit or other proceeding with respect thereto, except as provided in this Indenture. 

denomination of one one-thousandth of the aggregate Principal Amount of all Bonds Outstanding or any 
integral multiple theof .  

The 2000 Issue A Bonds are issuable as registered Bonds without coupons in the 

"his Bond is transferable by the registered owner hereof, in person or by such registered 
owner's attorney duly authorized in writing, at said office ofthe Trustee, but only in the manner, subject 
to the limitations and upon payment of the charges provided in this Indenture, and upon swcnder and 
cancellation of this Bond. Upon such transfer, a new Bond or Bonds of authorized denomination or 
denominations, for the same aggregate principal amount, will be issued to the transferee in exchange 
herefare. 

The Agency and the Txustee m y  treat the registered owner hereof as the absolute owner 
hereof for all pu~poses, and tbe Agency and the Tiustee shall not be fleeted by any notice to the contrary. 

The Indenture contains provisions permitting the Agency and the Trustee, without the 
cansent of any Bondholder, or m certain instances with the consent of the Holders of not less than fifiy 
percent (50%) m a m g a t e  principal amount of the Bonds at the time Outstanding, evidenced as provided 
in this Indenture, to execute supplemental indentures adding any provisians to, or changing in any 
manner, or eliminating any of tbc provisions of, this bdenhnt, provided, however, that no such 
supplementaJ indenture shall (i) permit a change in the terms of any installment of interest thereon or 
principal thsrrrof witbout tht ccmsent of the Holder of such Bond, or (ii) reduce the percentages of Bonds 
the consent of the Holders of which is required to effect any such modification or amendment, or permit 
the creation of a lien on the Revenues and other assets pledged under this Indenture prior to or on a parity 
with the lien of this Indenture, or deprive the Holders of the Bonds of the lien created by this Indenture 
upon such Revenues and other assets (except as expressly provided in this Indenture), without the consent 
of the Holders of all Bonds then Outstanding. ' 

WCSSFI :455955.2 
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Neither the members of the Board of Directors of the Agency nor any officer or 
employee of the Agency nor any person executing this Bond shall be subject to any personal liability or 
accountability by reason of the issuance hereof. @ 

It is hereby certified and recited that all conditions, acts and things required by the 
Constitution and statutes of the State of California or by the Act or this Indenture to exist, to have 
happened or to have been performed precedent to or in the issuance of the 2000 Issue A Bonds exist, have 
happened and have been performed and that the issuance of the 2000 Issue A Bonds, together with all 
other indebtedness of the Agency, is within every debt and other limit prescribed by said Constitution or 
StatllteS. 

IN WITNESS WHEREOF, the Califarnia Housing Finance Agency has caused this Bond 
to be executed on its behalf by the facsimile signature of its Executive Director, and its seal to be 
reproduced hmon and attested by the facsimile signature of the Secretmy of its Board of Directors, all as 
of the Issue Date set farth above. 

CALIFORNIA HOUSING FINANCE AGENCY 

Attest: a. 
Secretary of the Board of Directors 

Executive Duector 

DOCSSF 1 :455955.2 
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[TRUSTEE’S CERTIFICATE OF AUTHENTICATION AND REGISTMTIO~ 

This is one of the Bonds described in the within-mentioned Indenture and authenticated 
and xvgistered on: 

U.S. BANK TRUST NATIONAL ASSOCIATION, as Trustee 

BY 
Authorized Officer 

FORM OF ASSIG“TJ 

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto 

(Name and Address of Assignee) * the within Bond and does hereby irrevocably constitute and appoint 
Attorney, to transfer the said Bond on the Bond Register with full power of substitution in the premises. 

9 

Dated: 

Signature guaranteed: 

NOTICE: The signature to this assignment must carrespand with the name of the 
registered owner as it appears upon the face of the within Bond in every particular, without alteration or 
enlargement or any change whatever. 

Signatw(s) must be guaranteed by an Wigiile guarantor institution” meeting the 
requirements of the Tiustee, which requirements include membership or participation in STAMP or such 
other “signature Buaranty programw as may be determined by the Trustee m addition to or in substitution 
for STAMP, all in accordance with the Securities Exchange Act of 1934, as amended. 

DOClSSFl:455955.2 
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EXHIBIT B 

WIST OF LOANS AS OF ISSUE DATE OF BONDS) 

DOCSSFI :4559552 
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RESOLUTION NO. O0-E 

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY TO FACILITATE 
THE AFFORDABLE HOUSING PRESERVATION AcTTvmES OF THE AGENCY BY 
AMENDING RESOLUTION NO. M A  TO AUTHORIZE THE ISSUANCE OF BONDS 

ACQUIRING FROM FANNJE MAE A PORTFOLIO OF MORTGAGE LOANS INSURED 
BY FHA UNDER SECTION 236 OF THE NATIONAL HOUSING ACT 

UNDER A NEW FORM OF "PASS-THROUGH" INDENTURE FOR THE PURPOSE OF 

WHEREAS, the Califbrnia Housing Finance Agency (the "Agency") has 
determined that there exists a need in California for the h n c i n g  of mortgage l o a  for the 
acquisition, construction, development or preservation of multifamily rental housing 
developments that provide housing for persons and fjunilies of low or moderate income; 

Agency to provide such finaacial assistance by means of an ongoing program to make or acquire, 
or to make loans to fendem to make or acquire, mortgage loans that finance such developments; 

WHEREAS, the Agency has determined that it is in the public interest fbr the 

WHEREAS, pursuant to Parts 1 through 4 of Division 31 of the Califarnia Health 
and Safety Code (the "Act"), the Agency has the authority to issue bonds (including notes and 
other &dences of indebtedness) to provide d c i e n t  fimds to dnance such program; 

WHEREAS, on January 20,2000 the Agency adopted its Resolution No. W06A 
authorizing the issuance of Bonds (as defirred in the Act and such resolution, including notes and 
other evidences of indebtedness) to provide funds for the F%ogram (including the acquisition of 
existing Loans iinancihg existing Developments, as such capitalized t e r m  are &fined in such 
resolution), and also adopted its related Resolution No. WOSA; 

@ 

WHEREAS, on May 11,2000, tht Agency adopted its Resolution No. 00-12 to 
amend Resolution No. OO-OSA and M A  in order to fircilitate the affordable housing 
presavation activities of the Agency by authorizing the issuance of additional obligations to 
finance the acquisition of existing mortgage loans that finance existing developments and to 
approve a new fbm of indenture under which the Agency may isme commercial paper notes; 

WHEREAS, the Federal National Mortgage Association ("Fan& Mac") proposes 
to sell to the Agency Fannie Mae's available portfolio of such existing inortgage loans insured 
by the Federal Housing 
as amended with a current aggregate principal balance of approximately $270,000,000 (the 
"Section 236 Laad); 

*on under Section 236 of the National Housing Act of 1937,' 

WHEREAS, negotiations since the adoption of Resolution No. 00-12 with Fannie 
Mae have resulted in a propod form of transaction under which Fannie Mae would purchase a 
OOCSSFt :458489.1 



1029 

bonds issued by the Agency and the proceeds of the bonds would be used to purchase the Section 
236 bans; and 

WHEREAS, the bonds to bo issued by the Agency am pmposed to be limited 
obligations paying principal and interest on a pass-through basis under which the principal and 
interest paid on the Section 236 Loans will be used to pay principal and interest, respectively, on 
the bonds (net of the Agency's costs of issuing, cmying and administdng the transaction); and 

previously amended by Resolution No. 00-12, to approve a new form of indenture under which 
the Agency may h u e  pass-through bonds as described above and to authorize the purchsse of 
the Section 236 Loans; 

NOW, THEREFORE, 3E IT RESOLVED, by the CalHornia Housing Finance 

WHEREAS, the Agency now desires to amend Resolution No. 00106A, as 

Agency as fbllows: 

sectian. Al?wval  d Inordtrtoauthorize 
the execution and delivery of one or more indentures providing fbr the issuance of and securing 
pass-tbrough bonds of the Agency, Section 3 of Resolution No. WMA is bereby amended to 
move the word "or" &om immediately before subsection (ax1 6) thenof to immediately after 
such subsection (ax1 6) and to add thereafter a new subsection (1 7) to read as follows: 

"(16) the f m  of pass-thaough bond indenture presented to the July 13,2000 meeting of 
the Agency". 

section. AlmKmim OfP~rciIlw ofs- Inorderto 
authorize the purchase &om Fannie Mae of the Section 236 Loans, Section 10 of Resolution No. 
00-MA is hereby amended to add a new paragraph at the end thereof to read as follows: 

"The purchase by the Agency b m  the Federal National Mortgage Association 
(Fannie Mae") of its available portfolio of mortgage loans insured by Federal Housing 
Administration under Section 236 of the National Housing Act of 1937, as amended (the 
"Section 236 Loans") is h d y  authorized and approved. The current aggregate 
p h i p a l  balance of Section 236 bans so pmhased shall not excoed $300,000,000. The 
Executive Director and the other officers of the Agency arc hereby authobd and 
~~toexccutealldocumentsth~deemnecessaryincoMactionwiththepurchase 
fiom Fannie Mae of the Section 236 bans, including, but not limited to, a loan purchase 
or loan sale agreement and a servicing agreement." 

Sestkn3. of P m  All actions previously taken by the 
officers of the Agency in connection with the pmhase of the Section 236 Loens rmd &e issuance 
of bonds Cor such purpos~ arc hereby approved and ratified. 

WCSSF I :lSWEP. I 2 
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e 
SECRETARY’S CERTIFICATE 

I, David N. Beaver, Secretary of the Board of Directors of the California 
Housing Finance Agency, hereby certify that the foregoing is a true, and comt copy of 
Resolution W- duly adopted at a regular mating of the Board of Directoft of the California 
Housing Finance Agency duly called and held on the 13th day of July, 2000, 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 WlTNESS WHEREOF, I have executed this certificate and affixed the seal 
of the Board of Directors of the California Housing Finance Agency hereto this 13th day of 
July, 2000. 

David N. Beaver 
Semtary of the Board of 
Directors of the California 
Housing Finance Agmcy 

OOCSSF I :4S8489.1 
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SECRETARY'S CERTIFICATE 

I, David N. Beaver, Secretary of the Board of Directors of the California 
Housipg Finance Agency, hereby certify that the foregoing is a firll, me, and correct copy of 
the Resolution Oe- duly adopted at a regular meeting of the Board of Directors of the 
California Housing Finance Agency duly called and held on the 13tb day of July, 2000, of 
which meeting all said directors had due notice; and that at said meetkg said resolution was 
adopted by the following vote: 

AYES: 

NOES: 

ABSTENTIONS: 

ABSENT: 

I fiarther certify that I have carefully compared the foregoing copy with the 
original minutes of said meeting OII file and of record in my office; that said copy is a 111, 
true, and comct copy of the original nsolution adopted at said meeting and entered in said 
minutes; and that said resolutiop has not been amended, modified, or rescinded in any manner 
since the date of its adoption, and the same is now in 111 force and effect. 

IN m S S  WHEREOF, I have executed this certificate and affixed the seal 
of the Board of Directors of the California Housing Finance Agency hereto this - day of 

David N. Beaver 
Semtary of the Board of 
Directors of the California 
Housing F-ce Agency 



1033 

'MIS PAGE 
iNTlEMl0NAuY 
LEFTBLANK 



State of California 

M E M O R A N D U M  

B) Board of Directors 

1WIA 

Date: June 29, 2000 

Theresa A. Parker, Executive Directorw 
From: CALIFORNIA HOUSING FINANCE AGENCY 

Subject: Board Education: Variable Rate Financings 
Resolution 00-23 

At the May 11 meeting, the Board of Directors authorized the Chairman to establish a 
subcommittee for the purpose of increasing the understanding of the financial risks being 
taken by the Agency through its issuance of variable rate debt. 

History 

During the first 15 years of the Agency’s existence, there were standing committees for 
several purposes, including financing, lending , and administratiodlegislation. Generally , 
these committees met in the morning prior to each Board meeting and then made 
recommendations to the full Board later that morning or in the afternoon. This committee 
system was disbanded approximately 10 years ago, not long after the Board decided to meet 
every other month instead of monthly. For example, the last meeting of the Financing 
Committee was held in May of 1989. Today the only remaining official CHFA committee is 
the Insurance Committee. 

@ 

As my staff recalls, the main reason that the original committee system was disbanded was to 
streamline the review and approval process by reducing duplication of effort. Board 
members as well as staff recognized that too often the full Board spent as much time on each 
agenda item as had the assigned committee and little was being accomplished by having the 
committees review matters just prior to full Board consideration. 

In addition, we understand that committee members were frustrated by the formalities 
imposed on them by the State laws prescribing open meetings. Committee meetings seemed 
like mini-Board meetings, with the same kinds of legal requirements and formalities, such as 
leday notice of the agenda, quorum requirements, minutes of discussions and actions, and 
opportunities for public attendance and participation. 

piscussion 

Following the Board meeting, I met with staff to discuss format and substance issues in order 
to formulate recommendations to the Chairman and the Board of Directors for the 
implementation of the subcommittee proposal. Meanwhile, the Chairman also received 
feedback from Board members reluctant to serve because of the perception that additional 
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financial liability might be incurred by subcommittee members. In addition, other drawbacks 
of the committee approach, as discussed below, have come to mind. 

(1) The subcommittee approach would seem to reduce the opportunity for all 
members to gain a better understanding of this important subject matter and carry out 
their fiduciary responsibilities, regardless of their current level of financial expertise. 

(2) There may be difficulties in finaing Board members willing to serve or in 
scheduling subcommittee meetings, given the already large commitment of time that 
Board members give to CHFA as well as the stated concern about incurring greater 
financial liability. 

(3) There may be inefficiencies from duplication of briefmgs or discussions, where 
subcommittee matters are then discussed again at length before the full Board. 

proposal 

I would suggest that the Board instead consider directing the staff to provide all members 
with additional educational opportunities on the topic of the Agency's variable rate risks. 
This could be done through the following means: 

Staff briefinpS The Director of Financing would-be pleased to make structured 
presentations at each meeting and answer questions from members. 

- and/or - 
Workshops Staff could organize workshops in a similar format to that of last year's 
workshop on multifamily preservation. Such workshops could include presentations 
by the Agency's financial advisors and rating agency representatives. An initial 
workshop could be scheduled as part of the special August 10 meeting or the regular 
September 14 meeting. 

These two options would scem to overcome most of the above concerns about the 
subcommittee approach, and I would recommend that these options might fmt be pursued 
prior to the establishment of a subcommittee. If the Board agrees, I would recommend the 
adoption of the attached Resolution 00-23, which would add the foHowing sentence to Section 
6 of Resolution 00-12: 

"In lieu of the establishment of a subcornmime, the Chairman may direct the staff of 
the Agency to schedule Board briefmgs and/or workshops for the same purpose." 

Attachments 



RESOLUTION NO. 00-23 

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY 

ESTABLISHMENT OF A SUBCOMMITTEE OF THE BOARD OF DIRECTORS 
AMENDING RESOLUTION 00-12 TO AUTHORIZE ALTERNATIVES TO THE 

WHEREAS, the California Housing Finance Agency (the "Agency") has been issuing 
an increasing volume of its bonds in variable rate form over the past several years; and 

WHEREAS, the Board of Directors (the "Board"), on May 11, 2000, adopted 
Resolution 00-12 authorizing, inter alia, the Board Chairman to establish a subcommittee of 
the Board for the purpose of increasing the substantive understanding of the financial risks 
being taken by the Agency through its issuance of variable rate debt; and 

WHEREAS, the Board recognizes that alternative means exist by which the Board 
may increase its understanding of these risks; 

NOW, THEREFORE, BE IT RESOLVED, by the California Housing Finance 
Agency as follows: 

Section 1. hendment to Section 6 of Resolution 00-12. In order to provide for 
alternative means for the Board to increase its substantive understanding of the financial risks 
being taken by the Agency through its issuance of variable rate debt, Section 6 of Resolution 
00-12 is hereby amended to read as follows: 

Section 6. Authorization of the Establishment of a Subcommittee. In order to 
increase the substantive understanding of the financial risks being taken by the 
Agency through its issuance of variable rate debt, the Chairman is authorized, upon 
consultation with Agency staff and legal counsel, to establish a subcommittee of the 
Board of Directors. The Chairman is hereby authorized to determine the size of the 
subcommittee, establish procedures for the subcommittee to follow in carrying out its 
responsibilities, and detennine the reporting relationship of the subcommittee to the 
Board of Directors. In lieu of the establishment of a subcommittee, the Chairman 
may direct the staff of the Agency to schedule Board briefings and/or workshops 
for the same purpose. 

Note: The amendment is the addition of the sentence shown in boldface. 
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SECRETARY’S CERTIFICATE 

> I, David N. Beaver, Secretary of the Board of Directors of the California 
Housing Finance Agency, hereby certi@ that the foregoing is a full, true, and comct copy 
of Resolution 00-23 duly adopted at a regular meeting of the Board of Directors of the 
California Housing Finance Agency duly called and held on the 13th day of. July, 2000, 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, I have executed this certificate and affixed the seal 
of the Board of Directors of the California Housing Finance Agency hereto this 13th day of 
July, 2000. 

David N. Beaver 
Secretary of the Board of 
Directors of the California 
Housing Finance Agency 
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SECRETARY’S CERTIFICATE 

I, David N. Beaver, 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 00-23 duly adopted at a regular meeting of the Board of Directors of the 
California Housing Finance Agency duly called and held on the 13th day of July, 2000, 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 I have carefully comparedd 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, I have executed this certificate.and affixed the seal 
of the Board of Directors of the California Housing Finance Agency hereto this - day of 

9 -9 

[SEAL] David N. Beaver 
Secretary of the Board of 
Directors of the California 
Housing Finance Agency 
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