_ Section 8 Loar_l Portfoli
inancing. Guidelines

* Preserve and extend project affordability up
to 50 years from the date of the new
financing

* Recapitalizetive projects through increased
debt and project reserves

* Approve ownership transfers to motivated
and experienced affordable housing
sponsors

- Actively seek the involvement of local non-profits
as part of the ownership structure




Portfolio Goais

+ Allow reasonable net sales proceedsie
sellers subjectto appraised values and
other valuations for similartypes of projects

¢ Obtain approvalfrom HUDfor portfolioand
- individualprojectfinancingd
e+ Mitigate reduced loan income through

prepaymentfees, loan pricing, residual
receiptloans

oan Financing Guideli

‘e Finance the projects with new 30year
primary loans underwritten to §0% and 60%
AMl level, or as determinea by the other
|programrestrictions

~» Offer a second loan (“B” piece) underwritien
to the HAP contract incrementfor the
remainingterm of the original contract

» |Regulatethe projectsfor 50 years, 50% and
60% AMI levels after the primary loan
matures .




o Estapfisn a multi-use reserve for operating
shortfalls, transition or general project

purposes

- Reserveisintendedto extend past the payoff of
the new loan
» Accept reducedyield, upto $10K net
presentvalue per unitfor projects inhighgg
costareas =
~» Employ prudent underwritingwhere the HAP
- contract exceeds comparable rents

= Requireatransition reserve, conservative
‘escalators, discounted underwriting rents

* Refinance loans atthe cunent Preservation
programrates andterms

* Proactivelyencouragethe renewal of HAP
contracts

- Seek contractincreasss under“Market-up-to-
Market”

s Insure under FHA Risk Share

» Utilize FAF or earned surplusfunds to
facilitate 501(¢)(3) financing
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Ca|| HFA s California Housing Finance Agency

Iohn Smith
Project Manager

WA

1121 L Street, 7th Floor ' Sacramanio | CA | 95814



State of California

IFMORANDUM

To:

cc:
From:

Subject:

CHFA Board of Directors Date: 9-13-02

Theresa Parker -

e

Tom Hughes, General Counsel
CALIFORNIA HOUSING FINANCE AGENCY

Basis for Closed Session

Pursuant to California Government Code section 11126,1 am required to provide the Board with
a memo stating the specificreasons for the holding of a closed session meeting, and the legal
basis for the meeting, within one week of the closed session. The closed session held at the
September 12,2002 Board meeting (agenda item 6), was held in order to permit the Board to
confer with counsel, and to receive advice, concerning the pending litigation in CHFA v.

Hanover California Management and Accounting Center Inc, Orange County Superior Court
#02CC 10634.The legal basis for the closed session is Government Code section 11126 (e) (1).



