
To: CHFA Board of Directors

From: Di

Date: May 15,2001

RE: State Legislative Report

Below you will find a number of bills that may be of interest to you. It is clear that some of
them will not move forward this year, and now that the Governor has released his May
Revise, many more may be held in fiscal committee. But housing continues to be a priority 
for a number of Members, so we anticipate continued interest in many of these proposals. Of
particular significance, Senator Burton recently introduced a housing bond bill, SB 1227,
which will certainly generate a great deal of interest and discussion as the months progress.
As always, if you have any questions or comments, please don't hesitate to call me at (916)
324-0801 or me at drichardson@chfa.ca.gov.

AB 404 Diaz New neighborhoodsprogram
status: ASM HOUSING AND COMMUNITY DEVELOPMENT Do pass as

amended and be re-referred to the Committee on Appropriations.
This bill would enact provisionsto be known as the New NeighborhoodsProgramthat would
provide at least 7 planning grants of not more than $250,000each to counties, cities, or cities and
counties to study the availability of multifamily affordable housing sites defined as 'new 
neighborhoods.' The bill would require that the studies be completed by January 1,2003 .The bill
would create the New Neighborhoods Multifamily Affordable Housing Fund.

0510912001

AB 406 Diaz Redevelopment
Status: 1 ASM HOUSING AND COMMUNITY DEVELOPMENT Referred

This bill would require redevelopment agencies to use not less than25% of all tax revenue
allocated to the agency for low- and moderate-income housing. 

to on H. C.D.

AB 490 Diaz Housing trust funds 
status:

This bill would requirethe Departmentof Housingand Community Development to establisha
program to make matchinggrants, from money appropriated by the Legislature for that purpose 
from the California HousingTrust Fund, to local agencies that establish housing trust funds, to
provide financing for affordable housing to be occupied primarily by low-incomepersons and 
families.

1 ASM APPROPRIATIONS In committee: first hearing. Referred 
to APPR. suspense file. 
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AB 905

AB 928

AB 930

AB 999

AB

AB 1170

SB 372 

Cohn
status: 04/25/2001 ASM APPROPRIATIONS In committee: Set first hearing. Referred 

This billwould create the Public Safety Downpayment Assistance Program, require the CHFA to
administer the program, and prescribe conditions for the provisionof downpayment assistance to 
public safety officers, as defined, employed by specified cities. 
Sponsor - State Controller 

Housing: down payment assistance: public safety officers 

to APPR. suspense file. 

Daucher
status: 1 ASM HOUSING AND COMMUNITY DEVELOPMENT In 

This billwould enact the Live Near Your Work Program administered by the Departmentof
Housing and Community Development that would providegrants through localjurisdictions to 
assist individuals to buy or rent housing near their work. The bill would create the Live NearYour
Work Fundand continuously appropriate any money deposited in the fund to the department for 
the purposesof the program.

Live Near Your Work Program

committee: Set first hearing. Hearing canceled at the request of author.

Keeley Program
status: 1 a.m. - Room 4202 ASSEMBLY APPROPRIATIONS 
This bill, which applies to program, would exempt home rehabilitation funds
from home price limits and would require the to use its best efforts to ensurea
reasonable geographic distribution of these funds .

Keeley
Status:

This billwould remove from the administrative autoriityof CHFA, establishing it as a
stand-alone separate entity governed by a new and separate boardof directors. It would also
pledge $65 million in committedCHFA funds in support of the new and would
exempt it from currentstatutes governing labor relations, personnel practicesand compensation.
Sponsor - CaliforniaAssociationof Realtors.

California Housing Loan Insurance Fund 
1 ASM APPROPRIATIONS In committee: Set first hearing. Referred

to APPR. suspense file. 

Migden
status: 1 ASSEMBLY FLOOR ASSEMBLYTHIRDREADING FILE
This billwould increase the amount of bond debt CHFA could have outstanding by 
$2,200,000,000
Sponsor: CHFA

California Housing Finance Agency: bonds

Firebaugh Housing: downpayment assistance 
stahls: 05/23/2001 a.m. - Room 4202 ASSEMBLY APPROPRIATIONS 
This billwould create the BuildingEquity and Growth in Neighborhoods Fund and would
continuously appropriate any money in the fund to the department for grants to cities, counties,
and cities and counties for assistancefor downpayment to qualifyingnew home buyers in those
cities, counties, and cities and counties in specified areas that have taken prescribedactions to
remove barriers to affordable housing.
Sponsor - CaliforniaBuilding Industry Association 

Dunn Preservation Interim Loan Programs
status: SEN APPROPRIATIONS Placed on APPR. suspense file.
This billwould establish preservation interim loan programs known as the Preservation
Opportunity Program and the Interim Repositioning Program ,and require the department to
contract with the agency to make loanson prescribed terms to preserve and maintain the
affordabilityof assisted housing developments pursuant to those programs. 
Sponsors: Housing California and NHCD
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SB 401 Tax credits: second mortgages 
status: 04/25/2001 SEN REVENUE AND TAXATION Set first hearing. Testimony

taken. Further hearing to be set.
This billwould authorize a homeownership tax credit, as specified, against those taxes for each
taxable year beginningon or after January 1,2002, for qualified lenders, as defined. The bill
would also authorize the committee to allocate housing tax credits to lendersthat make qualified 
2nd mortgage loans to qualified low-incomehomebuyers.
Sponsor: CaliforniaBuilding Industry Association 

SB 519 Vincent Military base conversion: housing
status: 04/11/2001 SEN HOUSING AND COMMUNITYDEVELOPMENT Set first

This bill would establish the CaliforniaTemporary MilitaryAffordable Housing Authority within the
CaliforniaHousingand FinanceAgency to, amongother things, examine and select housing units
on a decommissioned militarybase for renovationand leasingas affordable senior housing.
Sponsor Commission on Aging.

hearing. Hearing canceled at the request of author.

Burton Housing Bond Act of 2002
status: 04/24/2001 SEN HOUSING AND COMMUNITYDEVELOPMENT To

This bill would enact the Housing Bond Act of 2002 which, if adopted, would authorize, for
purposesof financing those existinghousing and code enforcement programs, the issuanceof
bonds in an amount up to $980,000,000 pursuantto the State General Obligation Bond Law.

on H. C.D.
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MEMORANDUM

To:

From: Di Richardson

Date: May 15,2001

CHFA Boardof Directors

RE: AB 999 (Keeley)

At the last board meeting, there was some discussion regardingAB 999 (Keeley), a bill
that would remove the California Housing Loan Insurance Fund from the 
administrativeauthority of CHFA, establishing it as a stand-alone separate entity governed by
a new and separate board of directors. Since our initial discussions, the bill has been 
amended to delete the $110million appropriation, but the billwould continue to pledge $65
million in already committedCHFA funds in support of the new and would exempt it
from current government codes covering labor relations, personnel practices and
compensation.

Per that discussion, Ihave attachedan “Executive Summary“ that outlines the content
of bill, the intent of the sponsor, potential impactsof the bill, as well as outstanding questions
and issues. Chairman Wallace has also requested that I include a more detailed analysis, for
those of you interested in a more extensive discussion.

AB 999 recentlypassed the Assembly HousingCommittee, and is currently pending
on the Assembly Appropriations Suspense File.

It is likely that there will be additional discussion at the board meeting later this week.
Pleasenote that the bill is not on the agenda as an action item. This memo is for information
and discussion purposes only. 
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EXECUTIVE SUMMARY
AB 999 (Keeley)

AB 999 would remove CaHLIF from the administrative authority of CHFA, establish it as a
stand-alone separateentity, create a new Board, pledge $65 million in already committed 
CHFA funds, and would exempt it from current government codes covering labor relations, 
personnel practices and compensation. As introduced,AB 999 also contained an additional
$110million appropriation from an unspecified source to capitalize the fund. However, the
bill was amended on May 2, and that appropriation was deleted.

The sponsor and the author’s premise is that CaHLIF is an under performing mortgage
insurance fund, and that AB 999 would enable CaHLIFto do more business.

A.

B.

When the bill was heard in Assembly Committee, the author stated that as
long as is part of CHFA, it will never be granted the AAA rating it deserves,
because it will never be rated higher than its parent (CHFA);

1.

2.

There is no guarantee that moving CaHLIF out of CHFA will result in a
higher credit rating. Such a thing cannot be determined without a rating
analysis by which would take into account a number of issues, including 
but not limited to: a detailed business plan and explanation of strategy; a
comparison and contrast of the role of CaHLIF in relation to private
proposed risk-to-capital levels; credit quality of the business to be written;
parameters on income levels of borrowers; loan-to-value ratios;
insuring of second mortgages; limitation on the size of mortgages insured, 
geographical distribution of writings; destination of insured mortgages; 
competition with other staffing levels; and level of capitalization.

Based on conversations we have had with rating agencies, it is our
understanding that CaHLIFcould never attain such a rating, whether inside or
outside of CHFA - because its portfolio is not as diversified as the bigger 
national that have that rating its business is limited to California, it
serves mainly high cost areas, and the bulk of its business is high LTV).

The sponsor and author also argue that despite its glowing financial reviews and
stellar delinquency rates, CaHLIF is required to provide deeper coverage on the loans
it insures (50%v. 20-30%)because of that lower credit rating. Thus, he contends if
you move out of CHFA, it will automatically qualify for a higher credit
rating, not be required to insure loans as deeply, and thus its money will be able to go
farther insure more loans). 

1. These two issues are totally unrelated. deeper coveragehas nothing 
to do with any rating requirement. CaHLIFhas to provide deeper coverage 
because of the risk associated with its loans. The bulk of loans CaHLIF insures 
are 97%LTV and above, have more flexible underwriting, and are located in
high cost areas of the state. In order to make those loans attractive to the



secondary market, they are required to have deeper coverage. Without this
coverage, no one would buy the loans. This is true even with private mortgage
insurance companies. The riskier the loan, the deeper the insurance. A larger
portion of loans have that deep coverage because such a large portion 
of them are 97% LTV or higher and that many of it’s borrowers have credit
scoresbelow the industry norms.

2. In addition,while CaHLIF currently has the statutory authority to insure loans
to individuals with incomes up to 120% of the median level for most or
up to 140% of median if the property is located in a high cost county, most of its
loans (approximately 55%) are to borrowers with incomes below 80% of
median.

C. This year, the mortgage insurance that will be written for loans at 97% LTV and
higher is estimated to be $1 billion. Therefore, $400million production 
volume is currently serving 40% of this high-risk market. Since no insurance fund
would ever be expected to cover all of a market niche, this proposal leaves a number
of questions unanswered 

Rather than talking about doing more business, the real question is who isn’t
being served?
What population is proposed to be served? Would it be limited to first time
homebuyers? Low to moderate incomebuyers? Would there be sales price limits 
above FHA, Mae, Freddie Mac limits? Buyers with lower credit scores? 
Lower LTV ratios than CaHLIFis currently serving? 
If CaHLIF is currently serving 40% of the 97% LTV and above market, do the
proponents want CaHLIF to assume greater risk and do a larger share of that
market? Or do they want CaHLIF to move into the lower LTV market and
compete more directly with the private What if any savings would this be to
the homebuyer? What would be the public benefit?
Are there houses that aren’t being sold because people can’t get MI? Isn’t
California’sproblem that we need to increase the housing stock?
Isn’t the credit rating directly linked to the amount of capitalization available? At
what level would the fundbe capitalized if it were moved outside of CHFA?
How was that number derived? How do we know if that number is sufficient to
maintain the current credit rating, let alone get a higher rating?
Has a rating agency done a rating analysis? Don’t we need to have that
information sowe know what level of capitalization will be required-and how
much capital it will take to get something more than we have leaving at
CHFA?
Given the fact that the $110appropriation has been deleted from the bill, how
does the plan to capitalizethe fund? 
Could movement of this bill in its present form, without adequate capitalization, 
have an adverse effect on current portfolio? Will current investors 
view this as a signal from the State that it plans to separate from CHFA
without proper capitalization,placing CaHLIF’ current portfolio at risk?



J

D. The bill proposes to require that $65 million of housing bond reserves be pledged to
an independent This is not financially feasible for the following reasons: 

1. These restricted bond security reserves are already, and foremost,pledged to
the Agency’s housing bondholders. 

2. With the fundsused to secure bondholders interests it would not be possible to
allow them to be pledged to another independent entity outside of the
administrativecontrol and responsibility of the Agency.

E. It should also be noted that the bill would exempt from the Government code
(Section 22) covering public employee fair labor laws, open meetings,Departmentof
Personnel Administration and StatePersonnelBoard rules, civil serviceprocedures,
standard of health and safety and public employee representation rights.

F. Section 16of the bill also exempts the new entity from investing funds under current
StateTreasurer guidelines and, instead authorizes the investment of public funds
under the much more liberal private insurance carrier guidelines (which includes
investments in junk bonds, etc. Another reason why CHFA bondholder securities
cannot be pledged.)



AB 999 (Keeley)
SUMMARY
This billwould remove the CaliforniaHousing Loan Insurance Fund (CaHLIF) from the
administrativeauthority of CHFA, establishing it as an independentauthority governed
by a separately appointed board of directors.

PURPOSE OF THE BILL
According to the sponsor, separating CaHLlF from CHFA will allow it to compete
effectively with more flexible mortgage insurance products because it will be governed
by its own board of directors, knowledgeable in the insurance area and not beholden
to CHFA.

ANALYSIS
A primary mission and goal of the California Housing Finance Agency (CHFA)
is providing affordable housing opportunities to first time homebuyers. An
integral part of this is accomplished with our California Housing Loan Insurance 
Fund (CaHLIF), which insures first-time homebuyer mortgage loans in the
California market to stimulate housing opportunities for the benefit of
homeowners. CaHLIF, as a part of CHFA, reports directly to an appointed
Boardof Directors and an appointed Executive Director. A Director of
Insurance, who serves at the pleasure of the Executive Director of CHFA, 
administersCaHLIF. Although the Executive Director has the responsibility for
administering the day-to-day affairs of bothCHFA and CaHLIF, the Directorof
Insurance manages (subjectalso to the review and approval of the Insurance 
Committeeof the CHFA Board) the business and affairs of the insurance fund,
determines the amount of premium to be charged for its insuranceprogramsas
authorizedby law and the Board, determines the liabilityof CaHLlF for the
payment of any insuranceclaim, and establishes the underwritingcriteriafor
the programs.

AB 999 would remove CaHLlF from the administrative authority of CHFA, 
establish it as a stand-alone separate entity, create a new Board, pledge$65
million in already committed housing funds, appropriate an additional$110
million from an unspecifiedsource for its support, and would exempt it from
current government codes covering labor relations, personnel practices and
compensation.

CHFA is governed by a 14member Boardof Directors (11voting members), six 
appointed by the Governor, one each appointed by the Speaker of the
Assembly and the Senate Pro Tempore; and six ex officio membersspecified
by statute (State Treasurer, Secretaryof Business, Transportation and 
Housing, Directorof Housingand Community Development, Director of
Finance, Directorof Office of Planning and Research, and Executive Director of
CHFA). Membersserve six-year terms, except for the Executive Director, who
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serves five. The Governor is required to make his appointees from a list of 
categories, including local elected official, residential real estate banking,
residential builder, organized labor, low income rental housing management,
manufactured housing financing and development, and the general public. The
appointees of the Speaker and Senate Pro Tempore are considered
representativesof the general public. This bill would place CaHLlF under the
governance of its own five member Boardof Directors, includingthe Secretary 
of the Business, Transportation and Housing Agency (or designee) and
the Directorof Insurance, who would serve as ex officio members. The 
remaining three memberswould be appointed by the Governor, subject to
Senate confirmation, and would serve terms of eight, six, and four years
respectively. The Director of Insurancewould be requiredto have
demonstrable knowledge of the insurance industry; the other three members
would be requiredto have experience and expertise in mortgage finance and
mortgage guarantee insurance.

Although CHFA is governed by an independent Boardof Directorsand granted 
a great deal of autonomy by statute, it is designated as part of the Business
Transportationand HousingAgency (Health and Safety Code 50900). While
this bill would requireCaHLlF to submit certain reports, including its annual
budget, to the Secretary of the Business, Transportation and HousingAgency,
for review, it contains no language placing CaHLlF under the

umbrellaof any current state entity, and in fact
provides in at least four different places that neither CaHLlFnor the 
administrationof its Fundwould be subject to the supervision or approval of
any division or officer of state government other than its boardof directors.

Under current law, the Governor appoints the Chairperson of the CHFA Board
of Directors. This bill would allow the Boardto choose its own
chairpersoneach year.

Under current law, CHFA Boardmembersare authorized to receive per diem of
up to $100 per day for each day’s attendanceat a board meeting, up to $300
per month, plus travel and other necessary expenses. AB 999 would provide 
that except for the Director, CaHLlF board memberswould be entitledto per
diem set at $100 per day for each day’s attendance at a board meeting (no cap
is included), plus travel and other necessary expenses. 

Under current law, the salary for the Directorof Insurance is subject to the
review and approval of the Department of Personnel Administration (DPA).
The salary for the Executive Director of CHFA is established by the Board in an
amount reasonably necessary to attract and holda person of superior
qualification. That salary, however, cannot exceed that of the Secretary of the
Business, Transportation and HousingAgency, and is also subject to the
review and approval of the Department of Personnel Administration. AB 999
would similarly authorize the CaHLlF Board to establish the salary for the 
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Directorof Insurance, but does not appear to contain a cap or require DPA
approval.

Under current law, CaHLlF is authorizedto have up to five positions designated
as managerial, subject to designation by the Department of Personnel
Administration. All other positionsare required to be representedemployees
subject to state civil service. This bill would eliminate the cap on the number of
employees that can bedesignated managerial, authorizingall employees other
than clerical, ministerial, and nonspecialized positions in the private mortgage
guaranty industry to be designated managerial. 

Under current law, the Director of Insuranceis required to establish procedures
for approved lending institutions to follow in the event of a default on a loan 
insuredby the InsuranceFund. AB 999would further require those procedures
to require the lending institution to provide noticeof a delinquency, giving 
CaHLlF the opportunity to counsel the borrower, cure the default, reinstate a 
delinquent housing loan prior to foreclosure, exercise a power of sale, or
otherwise acquire the title and possession of the property. If that notice were
not provided, CaHLlF would be authorized to deny payment of the claim. This
is already currently practice something required by CaHLlFof its current
lenders, and as such, adds no realvalue.

Under current law, moneys in the Insurance Fund can be used to create
reserves for loan loss guarantees and for the initial administrative expenses of
the program that are not offset by premium income. AB 999 would specifically 
include energy efficient mortgagesas products that can be guaranteed by the
fund. CaHLlFstaff explained these programsare rare not becauseof a lack of
availability of insurance, but becauseoverall loan limits from the conventional
marketplace Freddie and Fannie) that make it difficult to includethese
costs in a loan without exceeding those limits. 

CaHLlFcurrently has been awardeda claims-paying ability rating of by
Standardand Poor‘s and by Moody’s. These ratings are requiredby
CaHLlFto offer any mortgage insurance product in the primary or secondary
home loan markets. AB 999 would capitalize CaHLlF as a separate entity by 
requiringCHFA to leave in force its current $65 millionpledge; utilize $25
million in existing CaHLlF reserves; and provide an additional $110million from
an unnamedsource. The $65 million pledgefrom CHFA would be required to 
be secured by unrestricted reserves, and would begin to decrease
incrementallyonce the earnings on the Insurance Fund exceed $150,000,000.
However, CHFA has no “unrestricted“ reserves. If such a pledge were made to
CaHLlFfrom other State funds and based on historical CaHLlF earnings,
CHFA believes it would take CaHLlFapproximately 15years to release the
pledge.

This billwould only become effectiveif the Secretary of the Business,
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Transportationand Housing Agency receiveswritten certification from the 
insurance Departmentof Standardand Poor's that (1) the current rating and
claims paying ability of CaHLlF will be retained or improved under this act, with
existing reserves and currently available support in place; and (2) the current
rating of CHFA will be retained or improved. (It is not clear from the bill who
would be requiredto pay for that ratingstudy.) Given the significant risk 
associatedwith an insurance fund, rather than provide for the determination of
the viability of it as an independent entity after the enactment of legislation,
more appropriately, this information and determination should be developed
and considered prior to such legislativeaction.

LEGISLATIVE HISTORY
The California Association of Realtors has sponsored similar legislationseveral times 
in the past. FormerAssembly Member Dan introducedthree bills to transfer
CaHLlF from CHFA (AB 3566 in 1990; AB 114 and AB 457 in 1990) but noneof
these bills proposedan appropriation to augment the CaHLlF reserve fund as
currently proposed. FormerAssembly Speaker Willie Brown re-introducedthe bill in
1993 as a companion measure to a statewide housing bond proposal (AB but
that billwas subsequently amended to removethe CaHLlF transfer provisions before
it passedthe Legislature.

What is mortgage insurance?
The role of primary mortgage insurance is to provide mortgage lenders with an added
layer of credit protection should the property default on his or her
mortgage loan. Borrowerswith at least a 20% down payment on a house purchase
are not required to maintainmortgage insurance. Becausethis down payment
represents the equity the lender has protectingits loan should a default occur, higher
loan to value rations (LTV) mortgage loans 81% and above) are considered
riskier, and therefore are required to carry mortgage insurance.

Since many would-be homeowners, however, cannot come up with a 20% down
payment, the mortgage insurance effectively provides the lender with the "missing"
borrower equity in order to bring the effective LTV down to 80% - or even lower for
very high 95%) LTV loans. For example, a lender may require that a borrower
receiving a loan with a of 95% purchase primary mortgage insurance covering 
25% of losses. Should the borrower default, the lender would look to the mortgage
insurer to cover losses on the property in addition to other relatedexpenses that
mortgage insurers are responsible for paying including; unpaid interest 
accumulated between the default and the foreclosure, legal fees, broker fees,
physicalmaintenance of the property and closingcosts.

When a claim is made, the MI generally has the choice of paying the actual amount
of the claim and taking title to the property (and mitigate its loss by selling the
property), or paying the maximumclaim amount payable under the policy (in this
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example, 25% of the loan), and granting title of the property to the lender. The
avenue that is chosen by the MI is a function of the relative costs and benefits; 
managingand marketing foreclosed properties is typically expensive and generally
factor heavily in such a decision.

MIHistory
The predecessor to the CaliforniaHousing Loan Insurance Fund was statutorily
established in and was recodifiedin 1993. mission is to facilitate
home buying in California by insuringmortgages of individualswhom it considers
good credit risks but who would not normally qualify for private mortgage insurance.
Examples of such individualswould be first-time homebuyers, individualswhose
income levels are relatively low but who have good payment records, young teachers
and personswho own small businesses.

historic mission, as directed by the Boardof Directors, inaddition to 
expanding homeownership opportunities to homebuyers without competing with 
private mortgage insurance industry, is to demonstrate that certain types of loans, if
made under prudent underwriting guidelines, can represent good commercial risks.
CaHLlForiginally insured primarily CHFA originatedmortgages, but since 1993
CaHLlF has been substantially expanding its affordable housing outreach to
conventionalmortgages. As of today, current new business is made up of
90% conventional loans and only 10% CHFA originated loans.

insurance programs focus on those areas of California of greatest
affordable housing need, which are generally defined as highcost areas, such as
coastal areas of the state and the area around Los Angeles. Mortgage insurance is
readily available in other lower cost areas of the state (such as the CentralValley)
from other providers, including the Federal Housing Administration (FHA).

CaHLlF currently has the statutory authority to insure loans to individuals with 
incomes up to 120%of the median level for a metropolitan statistical area (MSA), or
up to 140%of the median if the property is located in a high cost county. However, 
most of its loans (approximately55%) are to peoplewith incomes lower than 80% of
median. The average loan size is $130,546 for existing book of business.

Incontrast to the private industry, which generally insures 10% - 30% of the
mortgageamount, CaHLlF insures50%. This higher insurance coverage has nothing
to do with CaHLlFmaintaining its ratings, but is the quid pro quo with FannieMae
and Freddy Mac acceptingtargeted loans that CaHLlF insures which have higher

moreflexible underwriting and a concentration in high cost areas. Although
this high level of coverage exposes it to higher loss risks, particularly in recessionary
times, CaHLlF mitigates this risk with a "hands on" mitigation philosophy that
promotes working with its borrowersto reduce losses and some cases forestall
lossesaltogether. CaHLlF relies heavily on counseling borrowers; both at the time a 
loan is made and at such time as the loan may become delinquent, to avoid default. 
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CHFA continues to work at expanding business and has partnered with the
secondary market for conventional mortgages, Fannie Mae and FreddieMac. This
is, in turn, beneficial to Fannieand Freddie in that the Department of Housingand
Urban Development (HUD) has directed them to purchaseor guarantee more loans 
to lower-income borrowers. Currently, HUDproposes a guideline that 50% of the risk
taken by Fannieand Freddie should represent income levelsat or below the median,
up from about 40% five years ago. CaHLlF currently has programs in place with both
Fannie Mae and Freddie Mac that incorporate coverages of at least the standard
50% coverage and, inone program 55%.

While establishing legislation allows for a broad range of insurance
products including multifamily loans and bonds, due to the substantial reserves
required, CaHLlFdoes not participate in these areas and currently has no plans to
enter those markets.

Today
Currently, CaHLlF has total risk in force of $1 billion covering more than 8,000 loans.
CaHLlF is currently meeting its business plangoals, its productshave growing 
acceptance in the private marketplace, and it has steadily converted from insuring
primarily CHFA loans to now insuring primarily conventional loans. To illustrate this,
in 1997 (and in prior years), CaHLlF insured primarily CHFA loans (87% of its
production) with the balance (1 3%) being insuredconventional loans. This trend has
been steadily reversed from 1997to 2000. Incalendar year 2000, CaHLlF continued

primarily conventional loans (80%)with the balance being CHFA loans. For the
month of December2000, this trend continued with the insurance production ratio at
92% conventionaland 8% CHFA. This is due to CaHLlF meeting its business plan
goals, expanding the number of borrowerswho would not be in the
affordable housing market, introducing viable affordable housing insuranceproducts,
and demonstrating that, likethe 97% loan, such productscan be adopted by private 
sector insurers and result in new affordable housing opportunitiesfor first-time
homebuyers.

to prove that its productshave gained acceptance in the marketplace by insuring 

CaHLlF is continuing to offer more affordable products and reach more potential 
homebuyers. Its fiscal plan for the 2001-2002 year is projecting a volume of $715
millionor $3.575 billionover the 5-year plan. CaHLlF is directly staffed by 11
authorizedpositions, includingthe Insurance Director and other mortgage insurance 
relatedstaff, and by 5 indirectsupport staff (accounting, legal, etc.) for a total of 16
positions. The operating budget for CaHLlF for FY 1999-2000was $1.5 million and
for FY 2000-01, as of December31,2000, expenditures are $700,000. It is
anticipatedthat total budget expenditures for the insurance program will again
approximate $1.5 million for the current fiscal year.

CaHLlF is currently approvedfor "steady growth" by the rating agencies. The "steady
growth" mantra of the ratingagencies is important. The rating agencies place a great
deal of importance on steady growth and would look negatively upon any large jumps
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in production rates. The reason for this is their concernof concentrating risk in any
one mortgagepool that may, down the road, present an unmanageable risk to this or
any other insurance fund. Large jumps in production may be met by one or more of
the following rating agency actions; (1) a downgrade of the insurance fund rating,
thereby not meeting minimum rating agency standards to do business or to maintain
the current insurance portfolioand/or (2) a requirementof significant pledges of
capital beyondthe current levelsto meet ratingagency worst case scenarios.
Consequently,any proposed program increases beyondcurrent levelswould require
rating agency review and concurrencewithin reasonable risk parameters inorder to
avoid adverse rating reactionsor large pledgesof new capital.

In prior years, CaHLlF has had difficulty reaching its annual productiongoals due
primarily to limitations in the secondary market (acceptanceof programs by Fannie
Mae and Freddie Mac) and the timely implementation of programs by its partners
(redevelopmentagencies, local housing agencies, and lenders, etc.). With the 
growing acceptance of its programs in the conventional market, CaHLlF is currently
on track to meet its goals for this fiscal year. It is particularly important to note that
any insurance product or innovationoffered by CaHLlF must be accepted by the 
secondary purchasers (Fannie Mae and Freddie Mac) of the loans from the lenders. 

Inaddition to its overall productiongoal, CaHLlF has as a part of its long-term
strategy intentionallychanged its businessfrom insuring primarily CHFA loans to
insuring primarily conventional loans. This strategy, which is basedon direction from
the Boardof Directors, allows more borrowers to benefit from CHFA programs, rather
than just those obtaining CHFA loans. This goal is intended to demonstrate the
marketabilityof its insurance products to the general marketplace, rather than
compete with private insurers, and to meet one of its primary public purpose goals; to
promotethe ultimate adoption of its products by the private mortgage insurance 
industryas opposedto just continuing a run" insurancefund.

As stated above, the success of this strategy can be illustrated by the growing
acceptance of the 97% loan in the private marketplace. This affordable home loan
financing tool requiresonly a 3% downpayment from the borrower or from other 
sources. In 1993, CaHLlF becamethe first mortgage insurer in the country to offer
this product that has, over the interveningyears, been growing inacceptance in the
private mortgage insurance and lendingmarkets.

OTHER STATES' INFORMATION 
CHFA is unawareof any other State Housing Finance Agency that insures
conventional loans. Many states do not even have a MI function, utilizing insteadonly
FHA, VA and private mortgage insurance. 

FISCAL IMPACT 
AB 999 would capitalize CaHLlF as a separate entity by requiring CHFA to leave in
force its current $65 million pledge; utilize $25 million in existing CaHLlF reserves; and
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provide an additional$110million from an unnamed source. 

Obviously, the $110appropriation would be new cost to the State. Since the source of
those funds has not been identified, CHFA cannot comment on any potential impact
associated with that particularpiece. As such, our comments will be limited to the
CHFA pledgeand CaHLlF reserves.

CaHLlF has been awarded a claims-paying ability rating of by Standard's and
Poor's and by Moody's. These ratings are required for CaHLlF to offer any
mortgage insurance product in the primary or secondary home loan markets. The
ratings are based not only on risk management practices, but also more importantly
on the fact that Housing FinanceFund provides its general obligation backing
to This is because risk of over $1 billion is NOT backed by the full 
faith and credit of the State of California. CaHLlF has approximately $25 million in
equity reserves, and these funds, on their own, are insufficientto support any rating
level from the rating agencies. ShouldCaHLlF move from CHFA, these are the only 
funds that could be transferredwith it. CHFA does not have any "unrestricted
reserves as referenced in the bill. All funds are obligatedfor the security of its
bondholders.

By way of explanation, in order to keep and maintain its ratings, the Insurance Fund is
dependent upon the financial pledges and support of the primary financing fund of the
Agency, the HousingFinanceFund. The $8 billion in assets in the Housing Finance
Fund (loans and reserves) have the primary fiduciary responsibilityas the repository
for the Agency's affordablehousing loan portfolio and is the security ultimately backing
the Agency's investor-heldbonds. The Housing Finance Fund contains the Agency's
loan assets, requiredreserves backing its bond issuances, and monies scheduled to
be converted into loans. The reserves are required by the ratingagenciesto protect
the bondholders in the event of mortgageshortfalls and defaults. So as to maximize
the public benefit of resources, in restrictedcases these reserves may also do
"double duty" by actingas a pledge for other relatedhousing activities of the Agency,
such as the guarantee behind It is this "double duty" which allows the
Housing Finance Fundto back its bonds, while at the same time backing 
mortgage insurance risks and thereby maintaining ratings and ability to act
as the primary insurer of affordable mortgage loans.

As such, moneys in the Housing Finance Fundare restrictedas security for its
bondholders and cannot be releasedfrom their housing bond pledges. Their pledged 
use for CaHLlF is with the concurrenceof the rating agencies and CHFA cannot under
its contractual agreement with its bondholders extend the pledge if the InsuranceFund
were to be transferred from the management of CHFA.

The Housing Fund pledges and reserves are used in support of the CaHLlF Fund as
follows:
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A.

B.

$64.5 millionfrom the Housing Finance Fund does "double by backing both 
the Agency's bonds and the CaHLlF mortgage insurance risks as a credit pool
required by the rating agencies and by reinsuranceagreement.

General obligationof the Agency. Becausethe Housing Loan Insurance Fund
has inadequatecapital to obtain claims- paying ratings or mortgage reinsurance, 
the CHFA Board has pledged capital behind the Housing Loan Insurance Fund.
This pledge does not have a monetary limit, but was initially made in 1993based
on Standard and Poor's determination at that time that itsvalue was to be
maintainedat an equivalent level of $200 million. The $64.5 million inA. above
is a part of this minimum$200 million pledge. The same restrictionsdescribed
previouslyfor the Housing Finance Fundcontinue to apply here in that the 
primary purposeof these "general pledged funds is to back the 
Agency's bond issuances and are not available for transfer for any other purpose
outside of the managementof the Agency.

CHFA also supports CaHLlF insured mortgages and partnershipswith $20 million
from its Housing Assistance Trust and Emergency ReserveAccount. These accounts 
are maintained within the Housing Finance Fund and havethe same restrictions and 
requirements as previously described. The purpose of the HousingAssistance Trust
is to allow bondholder security reserves to be investedto a limited extent inAgency
housingprograms rather than conventional securities and investment agreements. In
this way, CHFA is able to maximizethe useof its security funds by creating further 
housing opportunitieswhile at the same time meeting bondholder security reserve
requirements. This is done with the concurrenceof the ratingagencies, and the 
Trust's assets are restrictedto Agency-backed programs. Neither the Trust nor
accounts in the emergency reserve Account are available for transfer to non-CHFA
managed programs or for any purpose that may placethe funds at an unreasonable 
risk to the bondholders.

The Trust provides $20 million in support to CaHLlF as follows: 

$2.5 million is loaned from the Housing Assistance Trust for 3% second loans
behind conventional loans insuredby CHFA offers 3% downpayment
programs insupport of the Fund's 97% and 100%loan programs. Also
participating in this second loan program is $7.5 million from the California 
Organized Investment Network (COIN Departmentof Insurance).

$7.5 millionfrom the Trust finances other 3% second loans in partnership with 
redevelopment agencies and other housing entities behind first mortgage loans 
insured by $7.5 million acts as an incentive for to
participate in insured mortgage programs.

$10 million inTrust funds acts as a claims loss reserve backingthe first
mortgages originated in partnership with the and other housing 
agencies. The reserves assume3% of the risks involved in the generation of
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$200 million in production in high costs areas and 1%for $400 million in
insurance production in other non-highcost areas. Pledges above these 
amounts will come from banks, and other participants. 

Because these funds are first obligatedas security to CHFAs bondholders, if the bill
were enacted, CaHLlF would also have to find a source of funds to replace these $20
million in funds in addition to the $200 million contained in the bill.

ECONOMIC IMPACT
It is importantto note that the bill does not contain any new insurance
program improvements; does not contain any further benefit for the secondary market 
(Fannie Mae and Freddy Mac) who would be extremely cautious inpurchasing
significantly more specialized mortgages from recognizingthat CaHLlF is a
"higher risk" insurer since its mortgages are undiversified(comefrom a single state), 
have higher and they are originatedfrom high cost areas of the state; would not
improve ratings; and would cost the State another $175 million, inexcess of

current$25million in reserves, for the same benefitsthat are being currently
achievedusing CHFA's Housing funds that are doing "double duty" to meet the rating
agencies' $200 million in reserve requirements.

Inaddition, the bill's attempt to create an independent CaHLlF by partially meeting its 
new ratingagency requirements with the commitment of $65 millionof already
obligatedCHFA reserves would create a number of significant problems. While the
bill attempts to mitigatesome concerns by providing for the status quo in ratings; such
a drastic change in CHFAs bondholder reserves would have a chilling effect on

ability to sell future bonds in support of its affordable housing programs. The
bill attempts to mitigate this somewhat by calling the commitment of funds a "pledge"
to separately create an insurance entity, but this type of transactionwould be
transparent to the financial marketsand would have the same negative impact as if
the security housing funds were transferred to another entity outside of 
financial responsibility. In addition, there is not a source of liquidity outside of the
bondholder reservesto capitalize the pledge. CHFA would be forced to withdraw a
number of its highlysuccessful current Housing Assistance Trust affordable loan 
programs, and significantly curtail its current $8.8 billionaffordable housing five year
business plan. All of this would occur with no known net benefit from this bill.

LEGAL IMPACT 

As discussed in detail above, this bill could subject CHFA to litigationfrom its existing
bondholders if its current pledge of $65 million is transferred or pledged to an entity
over which the CHFA Boardhas no authority.

SUPPO P N

Support: CaliforniaAssociation of Realtors (Sponsor)
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Opposition: Mortgage Insurance Companies of America

ARGUMENTS
Pro:

The bill would purport to improve ability to do more business by
expanding boththe amount and type of business CaHLlF could underwrite. It
would allow CHFA to focus their resources in the areas of their expertise
thereby also makingthem more productive. 
(Rebuttal: This bill does not containany new CaHLIFinsuranceprogram
improvements;does not contain any further benefit for the secondary market 
(FannieMae and Freddy Mac) who would be extremely cautious in purchasing
significantly more specialized mortgages from recognizing that
CaHLIF is a insurer since its mortgages are (come
from a single state), have higher and they are originated from high cost
areas of the state; would not improve ratings;and would cost the
State another $175million, in excess of current $25 million in

for the same benefits that are being currently achieved using
Housing funds that are doing "doubleduty" to meet the rating agencies' $200
million in reserve requirements.) 

Con:

CHFA's much-larger Housing Finance Fund currently supports CaHLIF, but an
independent CaHLlF would need financial support from the State. CHFA
currently has the statutory power to loan money from the Housing Finance
Fundto the Housing Loan Insurance Fund. While CHFA shows $64.5million in
the HousingFinance Fundearmarked for this purpose, the amount that could
be loaned is not limited by statute. It is this ability of CHFA to loan carefully 
monitoredamounts to CaHLlF that gives the rating agencies the confidence to
assign claims-payingratings of Aa3 (Moody's) and A+ to CaHLIF.
Without the general pledge of CHFA to back CaHLIF, it is very likely that
additionalcapitalwould have to be appropriated to satisfy the rating agencies.

The billwould require CHFA to provide $64.5 million of security to an entity
over which it would have no control.

Recognizing that the $65 million proposed in this bill is first pledgedto CHFA's
bondholders and is not available for transfer, up to $175 million inother state
funds (general funds?) would have to appropriated (in addition to $25
millionfund) to meet the rating agencies$200 millionthreshold for an insurance
entity.

While requiringup to $175 million in new funding to be effective, this bill does
not contain any new program, insurance mission, or benefit that is not and
cannot be achieved under the current program structure. 
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CHFA does not have a conflict of interest as both a lender and an insurer.
While there never has been a conflict of interest, it should be noted that each 
year a greater percentage of new business is mortgage insurance for
non-CHFA loans, and a smaller percentage of new CHFA loans are 
insured, as explained above.

CaHLlF has been directed, by Board policy, to serve niche markets for which
mortgage insurance is not currently available. This policy is basedon a
fundamental belief that there is no need for the State to provide a general
mortgage insurance program to compete with the private mortgage insurance 
industry.

Within existing law in the Government Code, there are numerous sections that
pertainto State personnel, labor relations, and compensation practices. This
billwould exempt CaHLlF from these provisionsthat are applicable to other
State agencies, while also circumventing DPA'sstatutory authority to
administer personnelpractices.

This bill would give the CaHLlF Board the sole discretionover the salary of the
Directorof Insurance. Since DPA has the authority to approve salaries for
exempt State employees, this provision would appear to remove DPA's current
statutory authority.

The current CaHLlF program and structure have received complaints from
the housing industry, mortgage insurance industry, non-profits or for-profit
developers, or local housing entities. Infact, CaHLlF is being praised for its
innovativehousing efforts and partnerships with Fannie Mae, Freddy Mac,
STRS, a dozen local Redevelopment Agencies, other local housingprograms,
such as Sacramento, San Jose, San Francisco, Los Angeles, etc., and
partnerships with the Departmentof Insurance's COIN programwhich matches 
private insurance company reserves with affordable housing 
programs.
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State of California

M E M O R A N D U M

To: Board of Directors Date: May 15,2001

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

Interest rates have been determined for the fixed-rateportions of largest-ever
bond issue, a $5 19.1 million four-series issue for our home loan program. On May
15th we priced $288.8 million of Series H and I tax-exempt fixed-ratebonds,
arranged fixed rates through the swap market for $86.3 million of tax-exempt variable 
rate bonds, and set the interest rate spread over the index on $144 million of
taxable variable rate bonds. All of the bonds will be delivered on May 31

The issue is so large because it has three separate purposes as follows:

Funding;New Loans

A $205 million portion of the transaction (parts of Series H and I, and all of K) is
being issued to fund approximately 1,400new loans, most of which are expected to
have interest rates ranging from 6% to 7.25%. This $205 million includes $61
million of both variable and fixed-rate bonds (a portion of which are capital
appreciationbonds) and $144 million of taxable bonds that will be purchased by the
San Francisco Federal Home Loan Bank. 

Preserving;Tax-Exemut Authority

A $213.8 million portion of Series I is a one-year callable note being issued to
preserve tax-exempt authority for later use. Over the next 12months, we will use
the refunding process to convert increments of the note into long-term tax-exempt
bonds. In the meantime, the proceeds of the note will remain invested at a higher
rate, resulting in valuable net investment earnings. We have used a similar
technique several times in the past with much success.
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Board of Directors - 2 - May 15,2001

Creating Subsidy 

A $100.3 million portion of Series H, I, and J is being issued to refund certain 1991
CHFA issues that will be redeemed this summer. The wide spread between the old
high-rate mortgages being transferred over, and the new fixed bond and swap rates
will generate a significant economic savings that will enable us to continue to utilize
a high percentage of taxable bonds in future transactions. 

Other Matters

The tax-exempt Series J bonds are variable rate demand obligations swapped to a
fixed rate. Lloyds Bank (a highly-rated British bank) will provide liquidity in the
unlikely event that the bonds are put back to us by investors and new investors
cannot be found. The interest rate swap is structured with declining notional 
amounts that match the expected amortization of the corresponding Series J variable
rate bonds. By utilizing an interest rate swap, we achieved a significant savings in
our cost of funds for this $86.3 million of bonds when compared to issuing fixed-rate
bonds.

The Series K bonds being sold to the FHLB will bear interest at a variable rate based
on the quarterly index. Because this bond has a relatively short average life, 
at this time we are contemplating not swapping it to a fixed rate. A preliminary 
analysis of the interest rate sensitivity of the entire $5 billion Home Mortgage 
Revenue Bond indenture leads to the conclusion that this additional variable rate 
debt is appropriate.

The $230.3 million of variable rate bonds and the $51.4 million of capital
appreciation bonds are insured by FSA and therefore rated triple-A by both Moody’s 
and Standard Poor’s. The $23.6 million of serial bonds and the $213.8 million
note were not insured and thus carry the ratings of the HMRB indenture.

This issue is notable not only for its record-breaking size but also because of how the
proceeds will be invested. Virtually the entire proceeds will be invested by the State 
Treasurer in the $50 billion Pooled Money Investment Account. This account is
paying a significantly higher interest rate than alternative investments,
and we appreciate the Treasurer’s cooperation in providing CI-IFA this opportunity. 
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Board of Directors

Total

- 3 -

$5 19,093,680

May 15,2001

I Series Amounts Interest Rates Maturities 

*swap rate
**Initial rate will be set based on index as of May 29. If set today, initial rate would be 4.36%

2001hijk



a

I

0
0
0

0
0

Lo

0
0

M

I

I
0
0



C
A

LI
FO

R
N

IA
H

O
U

SI
N

G
FI

N
A

N
C

E
A

G
EN

C
Y

$5
19

,0
93

,6
80

.0
4

H
om

e
M

or
tg

ag
e

R
ev

en
ue

 B
on

ds
 

20
01

Se
ri

es
($

M
ill

io
ns

)

Se
ri

es J
Va

ria
bl

e R
at

e 

Ec
on

om
ic

Es
cr

ow
ed

N
ew

M
on

ey
R

ef
un

di
ng

Pr
oc

ee
ds

To
ta

l

$4
9.

84
 

$3
6.

47
 

$0
.0

0
$8

6.
30

I
H I H I K

Ta
x-

Ex
em

pt
Fi

xe
d

Ra
te

0.
00

23
.5

9
0.

00
23

.5
9

0.
00

21
3.

78
21

3.
78

0.
00

19
.9

2
0.

00
19

.9
2

11
.1

6
20

.3
4

0.
00

31
.5

0
14

4.
00

0.
00

0.
00

14
4.

00

I
CA

BS
I Ta

xa
bl

e
In

de
x

Fl
oa

ter
I

To
ta

l

I

I
3-

78
I

I



C
A

LI
FO

R
N

IA
H

O
U

SI
N

G
FI

N
A

N
C

E
AG

EN
CY

Va
ria

bl
e

R
at

e
De

bt
as

Ju
ne

1,
20

01
(M

illi
on

s
of

$)

No
t

Sw
ap

pe
d

or
Ti

ed
D

ire
ct

ly
Ti

ed
 to

 
To

ta
l 

to
 V

ar
ia

bl
e 

Sw
ap

pe
d

to
Va

ria
bl

e 
Va

ria
bl

e 
R

at
e

Lo
an

s
Fi

xe
d

R
at

e
R

at
e

Lo
an

s
R

at
e

D
eb

t

Si
ng

le
 F

am
ily

 
$3
3

$1
,4
25

$6
24

$2
,0
82

M
ul

tif
am

ily
16

20
9

37
26
2

To
ta

l
$4
9

$1
,6
34

$6
61

$2
,3
44



N
et

Va
ria

bl
e

R
at

e
D

eb
t

(m
illi

on
s

of
$)

Ta
x-

Ex
em

pt

Sh
or

ta
ve

ra
ge

lif
e

$2
48

Lo
ng

 a
ve

ra
ge

 li
fe

37

TO
TA

LS
$2
85

Ta
xa

bl
e

To
ta

ls

$2
33

$4
81

14
3

18
0

$3
76

$6
61



In
te

re
st

R
at

e
Sw

ap
s

(m
illi

on
s

of
$)

Ta
x-

Ex
em

pt
Ta

xa
bl

e
To

ta
ls

Si
ng

le
fa

m
ily

$4
64

$9
61

$1
,4
25

0
20
9

M
uI

tif
am

y
20
9

TO
TA

LS
$6
73

$9
61

$1
,6
34



TY
PE

S
O

F
VA

R
IA

B
LE

R
A

TE
D

EB
T

(M
illi

on
s

of
$)

Va
ria

bl
e

R
at

e
D

em
an

d
To

ta
lV

ar
ia

bl
e

A
uc

tio
n

R
at

e 
In

de
xe

d 
R

at
e 

O
bl

iq
at

io
ns

 
R

at
e 

B
on

ds

Si
ng

le
 F

am
ily

 
$
8
7

$5
93

$1
,4
02
 

$2
,0
82
 

M
ul

tif
am

y
0

0
26
2 

26
2 

To
ta

l
$
8
7

$5
93

$1
,6
64
 

$2
,3
44
 



Ta
x-

Ex
em

pt

Ta
xa

bl
e

To
ta

l

TY
PE

S
O

F
VA

R
IA

B
LE

R
A

TE
D

EB
T

(M
illi

on
so

f$
)

Va
ria

bl
e 

Ra
te

 
De

m
an

d
To

ta
lV

ar
ia

bl
e

Au
ct

io
n

Ra
te

 
In

de
xe

d 
Ra

te
 

R
at

e
Bo

nd
s

$
5
7 30

$
8
7

59
3

$5
93

$
95
0

71
4

$1
,6
64

$
1,
00
7

1,
33
7

$2
,3
44





0

.



SI
N

G
L

E

Pr
ov

id
e

fir
st-

tim
e h

om
eb

uy
er

s w
ith

be
lo

w
-m

ar
ke

t-r
at

e
m

or
tg

ag
e 

fin
an

ci
ng

, 
Ta

rg
et

in
g 

lo
w

-in
co

m
e h

om
eb

uy
er

s, 
M

an
ag

in
g 

re
so

ur
ce

s -
fu

nd
s a

va
ila

bl
e s

ta
te

w
id

e 
th

ro
ug

ho
ut

th
e

ye
ar

, a
nd

 
Pr

om
ot

in
g

lo
an

pr
od

uc
ts

to
ex

pa
nd

 su
pp

ly
 o

fa
ff

or
da

bl
e

ne
w

co
ns

tru
ct

io
n 

ho
us

in
g.

 



I

w e

0 0



SI
N

G
L

E
FA

M
IL

Y
ST

R
A

T
E

G
IE

S

Pr
ov

id
in

g 
do

w
np

ay
m

en
t a

ss
is

ta
nc

e s
uc

h 
as

: 
-

C
al

ifo
rn

ia
H

om
eb

uy
er

’s
D

ow
np

ay
m

en
t A

ss
is

ta
nc

e 

-
10

0%
Lo

an
Pr

og
ra

m
 (C

H
A

P)
 

-
Sc

ho
ol

 F
ac

ili
ty

 F
ee

D
ow

np
ay

m
en

t A
ss

is
ta

nc
e 

-
H

om
e 

Pu
rc

ha
se

 A
ss

is
ta

nc
e 

(H
PA

) 

Pr
og

ra
m

 (C
H

D
A

P)
 



SI
N

G
LE

ST
R

A
TE

G
IE

S
(C

O
N

TI
N

U
ED

)

O
ff

er
in

g
in

te
re

st
 ra

te
 d

iff
er

en
tia

ls
 an

d
pr

og
ra

m
 in

ce
nt

iv
es

 
to

 a
ss

is
t h

om
eb

uy
er

s i
n 

ex
tre

m
eh

ig
h

co
st

 a
re

as
, o

r
te

ac
he

rs
an

d
pr

in
ci

pa
ls

 in
 lo

w
 p

er
fo

rm
in

g 
sc

ho
ol

s,

St
at

ew
id

e n
et

w
or

k 
of

le
nd

in
g 

in
st

itu
tio

ns
 to

pr
ov

id
e

co
ns

um
er

ac
ce

ss
to

C
H

FA
lo

an
 p

ro
du

ct
s, 

an
d

U
pd

at
e

sa
le

s p
ric

e 
lim

its
 co

ns
is

te
nt

 w
ith

fe
de

ra
l l

aw
. 



SI
N

G
L

E
FA

M
IL

Y
H

O
M

E
A

C
C

O
M

PL
IS

H
M

EN
TS

C
al

ifo
rn

ia
H

om
eb

uy
er

 D
ow

np
ay

m
en

t A
ss

is
ta

nc
e 

Pr
og

ra
m

(C
H

D
A

P)
$5

0
m

ill
io

n
fr

om
 G

ov
er

no
r, 

$1
bi

lli
on

in
fir

st
-ti

m
e h

om
eb

uy
er

 m
or

tg
ag

es
, 

In
cr

ea
se

d 
pe

rc
en

ta
ge

 o
fm

or
tg

ag
es

to
lo

w
-in

co
m

e
bo

rr
ow

er
s,

Ex
pa

nd
ed

m
in

or
ity

 b
or

ro
w

er
s f

ro
m

68
%

to
A

ch
ie

ve
d

$1
5

m
ill

io
n

go
al

 fo
r 

10
0%

lo
an

pr
og

ra
m

 (C
H

A
P)

, 





Pl
an

(in
M

ill
io

ns
)

$0
Ju

l
Au

g
Se

p
N

ov
Ja

n
Fe

b
M

ar
A

pr
Ju

l

G
ro

ss
Lo

an
R

es
er

va
tio

ns
M

on
th

ly
Lo

an
Pu

rc
ha

se
s

Cu
m

.L
oa

n
Cu

m
.L

oa
n

Pu
rc

ha
se

s



PR
O

PO
SE

D
5-

Y
EA

R
(in

M
ill

io
ns

)

20
01

 /0
2 

Lo
an

s
$1

,0
00

 
$1

,0
00

 
$1

,0
00

 
$1

,0
00

 
$1

,0
00

 

H
A

T
(H

ou
si

ng
A

ss
ist

an
ce

Tr
us

t)

Se
lf-

H
el

p
$2

.5
 

$2
.5

 
$2

.5
$2

.5
$2

.5
M

or
tg

ag
e

A
ss

is
ta

nc
e

$1
5 

$1
5 

$1
5 

Sp
ec

ia
lP

ilo
t P

ro
gr

am
s 

Ex
tre

m
e

H
ig

h 
Co

st 
A

re
a 

H
PA

 
$9

.5
$0

$0
Ex

tra
 C

re
di

t 
Te

ac
he

rs
H

PA
$2

.5
$0

$0
TO

TA
L

$1
,0

29
.5

 
$1

,0
17

.5
 

$1
,0

17
.5

 
$1

,0
17

.5
 

$1
,0

17
.5

 

TO
TA

L

$5
,0
00

$1
2.

5

$7
5

$9
.5

$2
.5

$5
,0

99
.5





Ea
0

a

0

E
2E

0 U
- 0

0

0

0
0d)

0

'a

0 0

.



Pr
op

os
ed

fo
r

Ex
tra

 C
re

di
t T

ea
ch

er
s H

om
e

Pu
rc

ha
se

Pr
og

ra
m

-
sp

ec
ia

l C
D

LA
C

 
to

-
do

w
np

ay
m

en
t a

ss
is

ta
nc

e (
H

PA
)

-
$7

,5
00

se
co

nd
-

C
re

de
nt

ia
le

d
in

 lo
w

 p
er

fo
rm

in
g 

sc
ho

ol
s 

-
Sa

nt
aC

la
ra

, S
an

 M
at

eo
, a

nd
 S

an
 F

ra
nc

isc
o 

-
do

w
np

ay
m

en
t a

ss
is

ta
nc

e (
H

PA
)

Ex
tre

m
eH

ig
h

C
os

tA
re

a
D

ow
np

ay
m

en
t A

ss
is

ta
nc

e 





Ex
tr

a
C

re
di

tT
ea

ch
er

s
Pr

og
ra

m

C
H

FA
Fi

rs
tL

oa
n

6.
00

%
$2

46
,3

33

C
H

FA
H

PA
Lo

an
$7

,5
00

C
H

A
P

Lo
an

$7
,8

50

Pu
rc

ha
se

 P
ric

e 
$2

61
,6

83

Ex
am

pl
ef

or
ne

w
ho

m
ei

n
Lo

s
Co

un
ty



E
xt

re
m

e
H

ig
h

A
re

a
L

oa
n

C
H

FA
 F

irs
t L

oa
n 

-
Fi

rs
t-t

im
e 

H
om

eb
uy

er
 

-
M

R
B

In
co

m
eL

im
its

-
CH

FA
Sa

le
s P

ric
e L

im
its

 
-

CH
FA

H
ig

h
Co

st
A

re
a

In
te

re
st

Ra
te

-
$2

5,
00

0
D

ow
n 

Pa
ym

en
t A

ss
ist

an
ce

 

-
Sa

nt
a C

la
ra

, S
an

 M
at

eo
, a

nd
Sa

n 
Fr

an
ci

sc
o 

C
H

FA
H

PA
Se

co
nd

 L
oa

n 

Ex
tre

m
e H

ig
h 

C
os

t C
ou

nt
ie

s 

C
om

bi
ne

 w
ith

 o
th

er



E
xt

re
m

e
H

ig
h

A
re

a

C
H

FA
Fi

rs
t L

oa
n 

7%
CH

FA
H

PA
Lo

an
CH

A
P

Lo
an

Pu
rc

ha
se

Pr
ic

e
A

re
a 

Sa
le

s P
ric

e 
Li

m
it*

 
D

ow
np

ay
m

en
to

rG
ap

Fi
na

nc
in

g b
y 

Lo
ca

lit
y

to
R

ea
ch

M
ax

im
um

 S
al

es
 P

ric
e 

R
es

al
e

H
om

e
$3

04
,2

04
$2

5,
00

0
$1

0,
18

2

$3
39

,3
86 27

$2
15

,7
53

N
ew

ly
C

on
str

uc
te

d
H

om
e

$3
 04

,2
04

 
$2

5,
00

0
$1

0,
18

2

$3
39

,3
86

$4
87

,9
27

$1
59

,1
53

*E
xa

m
pl

ef
or

ho
m

es
in

Sa
n

Fr
an

ci
sc

o 
Co

un
ty

 



2

a



Lo
an

s
-

Ne
w

Co
ns

tru
ct

io
n

-
Pr

es
er

va
tio

n
Ne

w
Pr

og
ra

m
D

ev
el

op
m

en
t

Sp
ec

ia
lN

ee
ds

-
Su

pp
or

tiv
e

Ho
us

in
g

In
iti

at
iv

e
-

Sh
or

tT
er

m
 D

eb
t S

tru
ct

ur
es

 P
re

se
rv

at
io

n

.





I
E



e





C
or

e
B

us
in

es
s 

Pr
od

uc
tio

n 
Vo

lu
m

es
 

N
ew

C
on

st
ru

ct
io

n
-

$1
20

m
illi

on

80
%

20
%

Ta
xa

bl
e



,

M
u

m
i

Pr
og

ra
m

s
G

oa
ls

an
d

O
bj

ec
tiv

es
Lo

ng
Te

rm
Pe

rm
an

en
tL

en
de

r
In

cr
ea

se
Lo

an
s

fo
rN

ew
C

on
st

ru
ct

io
n

-
Po

rtf
ol

io
Ba

lan
ce

-
Ev

al
ua

te
Br

ow
nf

ie
ld

 O
pp

or
tu

ni
tie

s 
M

ai
nt

ai
n

Pr
og

ra
m

Le
ve

ls
Le

ve
ra

ge

Pr
od

uc
ts

-
Lo

an
to

Le
nd

er
,

Bo
nd

Re
fu

nd
in

g

St
at

e
Fu

nd
s'

-
Ad

ap
tP

ro
gr

am
st

o
Ch

an
gin

g
Ec

on
om

ic
an

d
C

re
di

t
Co

nd
iti

on
s



S

Lo
an

to
Le

nd
er

-
Be

low
M

ar
ke

tR
at

e
Co

ns
tru

ct
io

n
In

te
re

st
-

Pa
rti

cip
at

in
g

Le
nd

er
s,

Ra
te

d
or

Be
tte

r
-

Lo
we

rR
at

ed
Ba

nk
s

LO
C

Re
qu

ire
d

-
M

irr
or

Ex
ist

in
g 

Ta
ke

-O
ut

Pr
oc

es
s

Lo
ca

lB
on

d
R

ef
un

di
ng

-
St

an
da

rd
U

nd
er

w
rit

in
g

G
ui

de
lin

es
-T

w
o

Ye
ar

Fo
rw

ar
d

Co
m

m
itm

en
t

-R
ed

uc
ed

Lo
an

Fe
es

,
Pe

rm
it

Lo
ca

lF
ee

s

..
. :..



0
a,

mi

a m

a,
0
E --
o m

a,

a,

H

I

E

0

0
a,>

m

I I



Pr
og

ra
m Pr

es
er

va
tio

n
Se

ct
io

n
8

-
De

ve
lo

p
M

ez
za

nin
e

Fi
na

nc
in

g
-

Co
nt

in
ue

w
ith

Ac
qu

isi
tio

n
Fi

na
nc

in
g

-
Q

ua
nt

ify
Tr

an
sit

io
n

Re
se

rv
e

G
ui

de
lin

es
-

De
ve

lo
p

M
od

el
w

ith
Ex

pi
rin

g
C

re
di

tP
ro

je
ct

s
-T

ax
ab

le
or

Fi
na

nc
in

g
-A

vo
id

U
tili

zin
g

Cr
ed

its
or

Bo
nd

Al
lo

ca
tio

n
-

Pu
rs

ue
Si

ng
le

Sp
on

so
rP

or
tfo

lio
s



Pr
og

ra
m

D
ef

el
op

m
en

t

20
2

R
ef

ina
nc

ing
-

Pa
rti

al
Co

nv
er

sio
n

to
As

sis
te

d
Li

vin
g

-
De

ve
lo

p 
G

ui
de

lin
es

 in
C

on
ju

nc
tio

n
w

ith
De

m
o

Pr
og

ra
m

-
O

ut
so

ur
ce

Pr
og

ra
m

De
sig

n
an

d
U

nd
er

w
rit

in
g

Fe
de

ra
lR

eg
ul

at
io

ns



.

-
Fo

cu
s

on
pr

oj
ec

ts
m

os
ta

t-r
is

k,
 re

ac
t t

o

-
D

ev
el

op
Lo

ng
 T

er
m

 S
tra

te
gi

es

-
D

ev
el

op
R

ef
in

an
ci

ng
 M

od
el

s 
M

ez
za

ni
ne

So
ur

ce
of

C
on

st
ru

ct
io

n
Fu

nd
s

-
Pr

ev
io

us
ly

Pr
es

er
ve

d
-

Es
ta

bl
is

h
N

ew
Fi

na
nc

in
g

M
od

el
s

-
In

-H
ou

se
Lo

an
O

rig
in

at
io

ns
C

on
tin

ue
to

Ev
al

ua
te

O
ut

si
de

O
rig

in
at

or
an

d

op
po

rtu
ni

tie
s

N
on

-P
ro

fit
O

w
ne

rs

Ti
tle

an
d

Ti
tle

Lo
an

Pr
oc

es
si

ng

Bo
ar

d 
D

el
eg

at
io

n 



vs.

$400
millionproduction

million



1 Claims Losses

6 years ofvolatility
claims

ofmortgage
coverage

GSE excess


