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State of California

MEMORANDUM

To: Board of Directors Date. January 11,2001

Sl

~Ken Carlson, Director of Financing
From: CALIFORNIA HOUSING FINANCE AGENCY

Subject: REPORT OF BOND SALE AND RELATED INTEREST RATE SWAPS
HOME MORTGAGE REVENUE BONDS 2001 SERIES ABCD

Yesterday we determined the rates for $35.9 million of fixed-rate bonds and arranged fixed
rates through the swap market for $124.1 million of variable rate bonds, for a total of $160

million of bonds to be delivered on January 25. The tax-exempt variable rate bonds’ initial
rates will be set on January 23 with weekly resets occurring thereafter. The taxable bonds’

tates will be set quarterly based on the LIBOR index.

The $35.9 million of fixed-rate tax-exempt bonds have been structured as serial, term, and
capital appreciationbonds. All of the taxables and $12.1 million of the tax-exempts will be
issued in variable rate form and swapped to fixed rates. These swapped bonds have been
structured as “planned amortization class” bonds, and the swap amortizations match that of the
correspondingbonds.

Proceeds of the bonds will be used to purchase approximately 1,240new loans with rates
ranging from 5.75% to 7.75%.

Overall interest rates have declined markedly since our last bond issue in November. For
example, our capital appreciation bonds (Series B) priced yesterday at 5.625% as compared to
6.25% in November, and our taxable bonds (Series D) obtained a swap rate of 6.215% as
compared with 6.843% in November.

This issue is the second we have done where 70%($1 12 million) of the bonds are taxable. The
benefit of using a higher percentage of taxable bonds (70% versus 60%) is that we can save
approximately $16 million of tax-exempt authority for another transaction later this year. This
is our third issuance in which the Federal Home Loan Bank of San Francisco has purchased all
($112million) of our taxable bonds. Staff of the FHLB have indicated to us that they now have
approval from their Board to purchase all our taxable bonds this year.




Board of Directors

January 11,2001

Lloyds Bank (a highly-rated British bank) has partnered with the California State Teachers’
Retirement System to provide liquidity in the unlikely event that the $12.1 million of tax-
exempt variable rate bonds are put back to us by investors and new investors cannot be found.
All bonds are insured by FSA and therefore rated triple-A by both Moody’s and Standard &

Poor’s.
SERIES AMOUNTS INTEREST | MATURITIES TAX STATUS
RATES |
Series A $7,000,000 4,60% : 8/1/16 Non-AMT
Series B 28,884,660 3.10%- = 8/1/02-8/1/31 AMT
5.625% |
Series C 12,115,000 3.90-4.31%* [ 8/1/22 & 8/1/31 AMT
" SeriesD 112,000,000 6.215%* | 8/1/22 Taxable
$ 159,999,660 ]
*swap rates

hmrb2001abcdrevised.doc/dlc




January 10, 2001

. STATUTORY CAPS ON BONDED INDEBTEDNESS
| OF STATE HOUSING FINANCE AGENCIES

According to the National Council of State Housing Agencies, the state housing finance
agencies of 25 states have no statutory limit on outstanding bonded indebtedness. Such states
include Virginia, Connecticut, Pennsylvania, New Jersey, Maryland, Florida, Wisconsin, and
Ohio, each with large housing agencies with debt in excess of $2 billion.

Of the state housing finance agencies with debt caps, some, such as Massachusetts, have such
limitations because the state itself backs the housing agency’s debt. Other large states (such
as New York) have debt limits for their housing agencies as a statutory artifact; originally the
state’s backing was pledged but is no longer.

The attached table shows indebtedness information for those state housing agencies with
statutory debt caps and debt in the $2 billion range or higher. Note especially that, for three
of the agencies shown, outstanding indebtedness actually fell over the past year. Of the six
agencies listed, only the California Housing Finance Agency is in danger of reaching its
statutory cap next year.

Attachment
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