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RD OF DIRECTORS

Catifproia Mousing Finasce Agency B @ A

Thursday, September 8, 2005
Burbank Airport Hilton
& Convention Center
2500 Hollywood Way
Burbank, California
(818) 843-6000

9:30 a.m.

Roll Call.
\ Appfdval of the minutes of the July 7, 2005 Board of Directors meeﬁrig.
Chairman/Executive Director comments.

Discussion, recommendation and possible action relative to final loan commitment for

the following projects: (Linn Warren).

'NUMBER. | .. - - . DEVELOPMENT LOCALITY - UNITS
05013-A/S  HemetEstates ~  Hemet/Riverside 80
Resolution 05-31........ SRR P P SO ... 127
05-014-A/S Sterling Village San Bemardino/ 80 |
’ ' L San Bernardino
Resolution 05-32................ooiiii e 149

Discussion, recommendation and possible action relative to final loan commitment
modification for the following projects: (Linn Warren)

- “NUMBER DEVELOPMENT LOCALITY UNITS
03-045-L/S Villa Victoria Oxnard/Ventura 54
Apartments

RESOMEIOM 05-33. ... iiiiien ittt ettt e e e et e et e e e e e e et e e e e e e et e e tnaeeeaaanes 171
© 05-010-A/S. Woodhaven Manor Rancho Cucamonga/ 117

T e San Bernardino ,

Resolution 05-34.................... O TP e 203

bd.binder:9-8-05

#121121



6.  Discussion, recommendation and possible action relative to a commitment request for
the following project: (Linn Warren)

NUMBER DEVELOPMENT LOCALITY BUILDINGS ‘
TBD Bay Area Housing Plan Bay Area Counties 72
Resolution 05-35........ 243

7. Discussion, recommendation and possible action relative to Board approval of delegation
authority for individual multifamily loans. (Linn Warren)
Resolution 05-36.........c.oooiiiiiiiii 265

9. Discussion of other Board matters.

10.  Public testimony: Discussion only of other matters tc be brought to the Board's attention.

*A*NOTES**
- HOTEL PARKING: Day parking rate: *$7.00/inclusive of
tax with no in and out privileges.

'FUTURE MEETING DATE: Next CalHFA Board of Directors .
Meeting will be November 9, 2005, at The Westin Hotel, San ‘
Francisco Airport, Millbrae, California.

*coupon will be available at meeting site.

Bd.5-12-05
#115529
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STATE OF CALIFORNIA
CALIFORNIA HOUSING FINANCE AGENCY

--000-~-

'BOARD OF DIRECTORS
PUBLIC MEETING
--00o--

Hyatt Regency Sacramento
1209 L Street
. Sacramento, California

Thursday,. July 7, 2005
9:30 a.m. to 12:27 p.m.

--00o~--

- Reported By: YVONNE K. FENNER, CSR #10909, RPR
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A PPEARANTCES
Directors Present:

JOHN A. COURSON, Chairperson
President/CEO
Central Pacific Mortgage

CURT AUGUSTINE
for Sunne Wright McPeak
Secretary
Business, Transportation and Housing Agency

"PETER N. CAREY
President/CEO
Self-Help Enterprises

RICHARD L. FRIEDMAN
for Lucetta Dunn, Director
Department of Housing and Community Development
State of California

CAROL J. GALANTE
, President
Bridge Housing

THERESA A. PARKER
‘Executive Director
CalHFA =~

- TERRY ROBERTS
for Sean Walsh, Director
Governor's Office of Planning and Research
' State of California

LAURIE WEIR
for Philip Angelides
State Treasurer
State of California

--o00o--
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CalHFA Staff Present:

BRUCE D. GILBERTSON
Director of Financing
Fiscal Services

EDWIN GIPSON
Multifamily Programs

CAROL GOODMAN
Multifamily Loan Officer

TIM HSU,
Risk Manager

THOMAS C. HUGHES
General Counsel

TINA TILVONEN
Multifamily Programs

‘ JOJO OJIMA
Office of the General Counsel

RUTH VAKILI
Multifamily Programs
)
LINN G. WARREN .
Director of Multifamily Programs

KATHY WEREMIUK
Multifamily Loan .Officer

- LAURA WHITTALL-SCHERFEE
Chief of Multifamily Programs

~-000--

Speakers from the Public:
GEOFFREY MORGAN, First Community Housing

GENE SLATER, CSG Advisors

--00o--
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BE IT REMEMBERED that on Thursday, July 7, 2005,
commencing at the hour of 9:30 a.m., at the Hyatt Regency
Sacramento, 1209 L Street, Sacramento, California, before
me, YVONNE K. FENNER, CSR #10909, RPR, the following
proceedings were held:

--o00o--

CHAIRPERSON COURSON: Thank you. I'll call the
meeting to order. And our first order of business is to
call the roll.

MS. OJIMA: Thank you.

--o00o--
Item 1. Roll Call
'MS. OJIMA: Ms. Weir for Mr. Angelides.
MS. WEIR: Here.
‘MS. OJIMA: Mr. Carey.
-MR. CAREY: Here.

MS. 6JIMA: Mr. Czuker.

(No audible response.)

MS. OJIMA: Mr. Friedman for Ms. Dunn.

MR. FRIEDMAN: Here.

MS. OJIMA: Ms. Galante.

MS. GALANTE: Here.

MS. OJIMA: Mr. Augustine for Ms. McPeak.

MR. AUGUSTINE: Here.

MS. OJIMA: Mr. Morris.
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(No audible
MS. OJIMA:
(No audible
MS. OJIMA:
CHAIRPERSON
MS. OJIMA:

MS. ROBERTS:

MS. OJIMA:
(No audible
MS. OJIMA:

MS. PARKER:
MS. OJIMA:

CHAIRPERSON

response.)
Mr. Shine.
response.)
Mr. Courson.

COURSON: Here.

Ms. Roberts for Mr.

Here.
Mr. Campbell.
response.)
Ms. Parker.

Here.
We have a quorum;
COURSON:

. ——00o--

Walsh.

Okay, thank you.

Item 2. Approval of the minutes of the May 12, 2005

" Board of Directors Meeting

CHAIRPERSON |

COURSON :

The first order of business

is the approval of the minutes of the meeting of May

'MR. CAREY:

CHATRPERSON COURSON: There's a motion.

second?

MR. AUGUSTINE:

CHAIRPERSON

So moved.

Second.

COURSON:

‘Call the roll.

Is there a motion to approve those minutes?

And a

Second, Mr. Augustine.
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MS. OJIMA: Ms. Weir.

MS. WEIR: Yes.

MS. OJIMA: Mr. Carey.

MR. CAREY: Yes.

MS. OJIMA: Mr. Friedman.

' MR. FRIEDMAN: Yes.

MS. OJIMA: Ms. Galante.

MS. GALANTE: I will vote yes, but I was not on
the board when these were passed, so this is a matter o
courtesy, saying yes.

MS. OJIMA: Thank you, Ms. Galante.

Mr. Augustine.

MR. AUGUSTINE: Yes.

MS. OJIMA: Mr. Courson.

CHAIRPERSON COURSON: Yes.

MS. OJIMA: The minutes“have been approved.

CHAIRPERSON COURSON} Okay, thank you.

--00o--

Item 3. Chairman/Executive Director comments

CHAIRPERSON COURSON: 1I'd just like to make a;
couple of comments as we open our meeting today. First
of all, I want to welcome Carol Galante who is our new
board member, and she is the pro tem appointment to the
board. Carol is president of Bridge Housing and is

well-known to many, certainly in the California Housing

f

8
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Finance Agency and others of us in the state, as very
active in affordable housing. Carol will be a great
additibn to our board, and we welcome you, and we're
excited to have you participate with us.
| MS. GALANTE: Thank you. Nice to be here.

CHAIRPERSON COURSON: And also welcome today
Terry Roberts, who is sitting from the OPR office
:epresenting"shawn Walsh. So Terry, welcome for the day.

MS. ROBERTS: Thank you.

CHAIRPERSON COURSON: The other thing I have to
séy,vénd I say it particularly to Carol, who clearly is .a
member of the board and so on, but I'm also disappointed

she won't have an oppbrtunity to meet several of her

lelleagues that are not here tbday. One of my jobs that

I'm going to take on is -- clearly the importance of

being a director of California Housing Finance Agency is
to participaﬁe in the board‘méetings. And we've had some
members that have had some chronic attendance issues, and

it puts us in a very difficult position of having a

'éuorum. And'alsb in my role as chair -- Seeing that they

" fulfill the responsibilities they've taken as a director.

So I'11 iﬁét'ﬁell the board that that's one of the tasks

I'm going‘to'undertake, to have those diséussions, see if

N
{

A . R S
we can't encourage more consistent attendance by those on

‘the board. .But to those of you who are here, we greatly

9
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appreciate your participation and attendance today in our
meeting.

Let me talk -- the other thing I'd like to do is .
just note, and I know those on the board have seen now
the capability of pulling down the board package and
supplemental information through the website. And Jojo
now e-mails us and tells us that certain materials are
avallable on the website, and we have the ability to look
at them electronically and also receive the hard copy if
we choose. And I think from the board standpoint, we're
deing both. For those who also want to see this
material, we're encouraging and I think a substantial
numpber of them are looking at this meterial

electronically as opposed to’contiﬁue to produce multiple

S

reams of paperAand send them out.

So it's a great accomplishment to the staff. .I
can't tell you how appreciative I am of all the efforts I
know went into this, but it truly does move us a step
forward in being more efficient to conduct our business
and really getting the information to the board well in
front and letting us at our leisure, really, take a look
at all this information as opposed to have to sort of do
the midnight o0il burning and cramming before the board
meeting. So I do appreciate that.

The other thing I'd like to mention is -- well,

'@
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1 actually I'll just say two things. One is the Villa
‘ - 2 ~ Victoria project, which is the last project on our list
3 today, which was a project for -- submitted for
4 modification or reconsideration, is off our list. So
5 that project will not be on the agenda for the day.
6 - And the other thing I'll mention is Mr. Augustine
7 has to leave for about an hour. So our plan today will
8 be to go through the projects. We'll go as far as we
9 can. If, during his absence, a vote on a project is
10 called £6r, we'll hold that vote in abeyance until he
11 returns ahd then entertain the motion for the
12 consideration of the project. Mr. Augustine has seen the
.   13 projects. He knows them. He's had the materials ‘and SO
14 "on. T think he feels comfortable with that. So we'll
iS : ﬁdVé~throUg;'Qur meeting, and\fﬁén if we need to gbme"
lé ‘ ’bécE énd Qiéit those motions bécéuse of’appfovaleduring
17 ‘Vhié abSencé,:then we'll do so. -
18I . ' The last thing is the always pleasure and thrill

'19° . 6f telling .you -that you get about $1.50 off your parking

.20 - .at::the Hyatt .if you see me for one of these cards, and
21 yéu can give that as:you check out of the garage.
22 ’(Having éaidkthat, I Will,tﬁrn it over to our
23 ' executive director, Terri Parker.
24 . ' MS. PARKER: Thank ybu;/Mr. Chairman.

‘ . 25 . 'My appreciation again to the board members in
' 11
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their attendance today. Obviously from our standpoint if
we are not able to have these meetings and you come and
be able to be available to our customers, we won't be .
doing business, so we do appreciate your attendance.
I have just a couple of brief comments to make.\
The first one is to give you an update. We mentioned at
our last board meeting when we talked about our business

plan that one of the items that was included in our

‘business plan was a part of a broader Governor's

initiative for chronic homelessness in partnership with
HCD and the Department of Mental Health. We -- the
Governor's proposal included using about 40 -- up to
$40 million of MHP money that was initially identified

for preservation projects that the Housing Finance Agency A .

" was administering, which hasn't really seen great demand

-and so to essentially put together a partnership to =--

with HCD with those monies being returned and mental
health to do sort of a one-stop shopping for the -- and
the technical assistance to promote the development of
those sort of projects.

The response by the legislature has been to
approve that proposal, funding in addition a homeless
task force to begin working on looking at integration of
a state plan, along with locality plans that are

throughout California. So we hope to see all that signed

'@
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in the new budget that should be, just recently, passed
by the legislature and signed by the Governor probably
sometime in the next couple of days.

So the staff are working on that. We continue to

have meetings with HCD and Department of Mental Health in

developing the terms for that and working with our

stakeholder groups to essentially announce and work
through that initiative. And we'll be talking to you at

future meetings about the procedures that we will need

from the board in order to act on our participation of

that broader initiative.
The second item I want to -- when we're talking
about new people is to mention that one of our

colleagueé, Ken Williams, our longstanding chief of home

ownership, is retiring. He had retired once and came

back to help us out when the Prop 46 passed and we had so
many new down payment assistance programs in home
ownership. I don't think he's here today, but Gerry

Smart is here. And I want to just let everybody know

~that Gerry Smart, while we are recruiting for a Ken

;féplacément,'Gerry Smart will continue to step up and be

Mr. Home Ownership.
We're also very excited today to present for the
bdard.éort of Phése II of the resource allocation stddy

that we have been doing. And we are continuing for the
13
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board's edification and education to be working on more

of these kinds of education discussions for strategic

planning and really direction and leadership by the board .

of the resources and financial capabilities of the

agency.

So with that, Mr. Chairman, that i1s -- concludes
my report.

CHAIRPERSON COURSON: Okay. Thank you.

--00o--

Item 4. Discussion, recommendation and possible actibn
relative to a final loan commitment for the
following projects:

CHAIRPERSON COURSON: Then let's move through the
projects that we have for consideraﬁ;ion to:‘lay. And the .
first one is the Coliséum Gardens Phase II in Oaklandg
Mr.»Warren.

--00o--

Item 4. Resolution 05-25 (Coliseum Gardens Phase II).

MR. WARREN: Thank you, Mr. Chairman, Memberé of
the Board.

The first project for your consideration today is

Coliseum Gardens Phase II. The Agency was involved in

~the financing of the first phase of this project. It is

a HOPE VI project in Oakland being sponsored by the

Oakland Housing Authority.

BN
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The request today is for a first mortgage loan,
permanent loan, in the amount of $4,040,000, 5.9 interest
rate, 40 years. This is a bond refunding. The bonds
will be issued locally, and we'll refund the bonds at the
completion of the project. There's also a second
mortgage request in the amount of $730,000 at 3 percent,
40 year fully amortizing from Agency FAF funds. This is
a program that we've had on a number of our HOPE VI
projects in the past to help with gap financing for the
project.

As is typical of many HOPE VI projects, there's a
large amount of subordinate finaﬁcing involved. HCD MHP

is accounting for $9.8 million. NSS, supportive housing

moneys for an additicnal $500,000. And a key component,

as for all HOPE VI projects, funding from HUD in the

amount of $7,430,000. This will be a leasehold project,

as is typical with our other HOPE VI projects.

So with thét, I'm going to turn it over to Edwin
Gipson and give you more projéct partiéulars.

MR. GIPSON: Coliseum Gardens Phase II is a
i46—uﬁit:family project. It 1is ﬁhe second of four phases
ahd is also~pa£t of the Coliseum Transit Village, which
will eVentﬁally have approximately 437 affordable homes,

157 of ‘which will be considered public housing units.

iThis particular project will have 54 public housing

15
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units.

In the middle there will be a 5.7-acre park.

There will be for-sale townhomes for affordable, and
market-rate housing over retail at .the Coliseum BART
transit station.

Within the distance here, we can see the Oakland
Coliseum, I-80 to the west. The site's here in the
middle, and it borders on 66th Avenue, San Leandro
Street, and 69th Avenue. To the left is the BART transit
station, as you can see, within walking distance. The
surrounding area is mostly residential to the south and

to the east, and it borders on commercial/light

'industrial to the west and to the north. It is a

four-acre site, which is owned by the Oakland Housing

.Authority. And as Linn mentioned, it is on a‘'ground

‘lease.-

As you can see in the foreground here is Coliseum
Gardens Phase I, which is currently under construction.
It is a 115-unit project.

Here's the overall site plan, Coliseum Gardens
Phase II highlighted in yellow. To the right here is
Coliseum Gardens Phase I, which we see under
construction. And across the top is the Phase III. If
we look just below Phase II, it says area of future‘

senior housing. That will be Coliseum Gardens Phase IV
16
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coming down the line. It is projected to be senior
housing, but it won't necessarily be. All of these
phases will be managed under a joint use management
agreement between the entity.

There are 146 units, 55 of them will be over a
podium with parking underneath. There will be ones,
twos, threes, fdurs, and five-bedroom units. There will
be ten townhomes located over the top of 7500 square feet

of community and service space. And it will be a mix of

- townhomes and flats. The ones and twos are flats, but

the thfees, fours, and fives are a mix of townhomes and
flats. This is the flats.

Rents are between 21 and 65,pércent of market,

and the aréa vacéncy is less than 2 percent.

N N
N »

The site does have some environmental issues,

Jlike;old sites will tend to have. We have received a

'Phase I and Phase II over the entire Coliseum Gardens

site, and additional items were identified. During

.. Phase I, it required the removal of some topsoil. For

Phase«fI,fthé OaklandiHousing Authority has received
three Brownfield grants totaling $600,000 for the three

parcels that consist of Phase II. And so testing 1is

‘under way for which then there will be remediation. That

mdhéy; which will be used as well. The Department of

Toxic Substances Control has been identified as the
‘ 17
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regulatory agency who will be responsible for monitoring

and signing off that the work is complete. I

In addition, we will have a $10 million,
five-year environmental policy, for which we will also be
named in case anything else appears. And all of that
work will be reviewed by our environmental agent, URS.

The owner for the project will be Lion Way
Housing ?artners LP. 1It's co-general partners is
Related/Oakland Coliseum II Development, which is a
Related companies entity, and it's other co-partner is
Lion Creek II, which will be the managing general
partner. And it consists of East Bay Asian Local
Development Corporation” who is also the co-developer of

this project in partnership with the Oakland Housing

Authority, who is in part of this management entity in
order to project its 54 publiec housing units.

With that, I will turn it‘back to Linn.

ME. WARREN: Thank you, Edwin.

Loan to value is approximately 80 percent. We
have a final value that will be coming shortly. And loan
to cost is 11 percent.

So with that, we would like to recommend approval
and be happy to answer any»questions.

CHAIRPERSON COURSON: Are there any questions on

the Coliseum project?
18
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19

(No audible response.)

CHAIRPERSON COURSON: 1Is there a motion to
the project?

MR. FRIEDMAN: Move it.

CHAIRPERSON COURSON: Mr. Friedman.

MR. AUGUSTINE: 1I'll second.

CHAIRPERSON COURSON: Mr. Augustine, second.
Any other discussion from the board?

(No audible response.)

CHAIRPERSON COURSON: Any comments or discussion

from the public?

rbll.

(No audible response.)

CHAIRPERSON COURSON: Seeing none, we'll call the

MSJ QJIMA: Thank you.

Ms. Weir.

'MS. WEIR: Yes.

MS. OJIMA: Mr. Carey.

MR. CAREY: Yes.

MS. OJIMA: Mr. Friedman.
MR. FRIEDMAN: Yes.

MS. CJIMA: Ms. Galante.
MS. GALANTE: Yes.

MS. OJIMA: Mr. Augustine.

MR. AUGUSTINE: Yes.
19
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MS. OJIMA: Mr. Courson.

CHAIRPERSON COURSON: Yes. .

MS. OJIMA: Resolution 05-25 has been approved.
CHAIRPERSON COURSON: Okay, thank you.
--00o--

Item 4. Resolution 05-26 (New Dana Strand Townhomes)

CHAIRPERSON COURSON: Our second project this
morning is the New Dana Strand Townhomes in Los Angeles
County.

MR. WARREN: Okay. I'll start and have Tina
*lvonen join us.

New Dana Strand is a 1l16-unit project in the New
Dana Strand public housing redevelopment area. Again,

this is replacement public housing, very similar to .

Coliseum. As%Tina will explain, it's not technicalli a
HOPE VI‘projedt. The HOPE VI monies have been‘spent'for
demolition of the old public housing for relocation, -
although all other aspects of replacement public housing
with the ACC public housing units remain the same.

The project before you, the request is for a
construction loan in the amount of $26,400. It's our
20-month variable—rate loan product. Also behind that
will be, again, an agency FAF loan, very similar to the
program that we have with the Coliseum project. This

particular FAF loan will be coming in during

@
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construction, which will be 3 percent. After
construction, it will be residual receipts for 25 years
and then amortizing to full payment at ﬁhe end of year
40. After the construction loan is retired, the Agency
is requesting a first mortgage in the amount of
$1,650,000, 5.5 interest rate, for 25 years.

Subordinate financing, again, quite substantial,
as with Coliseum. The Housing Authority of Los Angeles
is cbhtributihg $6.7 million. The City of Los Angeleés is
cdntribﬁﬁiﬁg'$2;9 million. And MHP HCD is also involved

in the amount of 7.9 million. And there's also MHP

Supportive Services as well.

So with that,'I‘ll hé&e Tina take you through the
project/and giﬁe Ybu soms more pafticulars.

MS. ILVONEN: -The prgjeét is located in
Wilmingtbn, California;lhhicﬁ is Southern California. It
is‘gight néxt'to the Port of’Los'Angelés. Long Beach is

to the/east, Carson to the north. This is the 110

. freéway right here next to the project.

The entire redevelopment site is 22.5 acres,

including this little section right here. Our site is

outlined in the white here. There were 384 public

hdﬁéing units on this site that have been demolished.
They were demolished in 2003.

.Our site is 8.29 acres. There's two residential
21
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sites and one parcel that is for the Lifelong Learning
Center, which will be 10,000 square feet of community
center that will be used for the entire Wilmington
community. I'll get more into that later.

Our site also includes private streets King,
right here, and E Street.

The project team is Mercy Housing and Los Angeles

Community Design Center. They're the co-general

‘partners. And they are actually developing all four

phases of the New Dana Strand revitalization. And Design
Center Housing Services is the manager of the townhomes

project as well as the manager of the garden apartments

‘that will be located here,

There is a current Phase I on the property that's

" dated May 2005. There are some surrounding uses that

were a concern. There'é a state fish-plant on C Street,
which is at the opposite end of the revitalization area,
aqd there's an oil refinery on the other side of the 110
freeway. The Phase I -- the Phase I says that there are
no concerns in connection with the property after they
did look at it, although the property is in a methane
zone area of Los Angeles. And they did testing in 2004
to see if there was any methane on our property, and
there is not. They still require methane mitigation,

which includes a vapor barrier, and that is included in

" @
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the hard costs of construction.

Okay. The revitalization will be four phases,
413 units. These are the townhomes right here. This is
100 units of senior housing, 120 units of garden-style
housing, and 77 units of single-family homes along the
streets.

The townhomes will have 12 residential buildings

‘and two community buildings, two community play areas.

The project will be gated by either auto gates or

pedestrian gates, also using the buildings as security as

-.well. Security also on the project wiil -- they'll have

lsécurity guards 20 hours a day, two guards.

And there's 240 parking spaces on the project.

And one other thing I wanted to mention is that

S

“the Housing Authority will own fee title to the land.

The ground lease will be 67 years~or lonéer. They're

considering a 85-year ground‘lease right now. The

‘prepaid lease amount is 238,000 with no annual payments.

This deal has HOPE VI funding just in the

~demolition phése. 3.2 million was provided by HOPE -- by

'HUD: of HOPE VI funds, so those funds do not need to be

paid back. But because those funds were provided, there

will be a regulatory and operating agreement on the fee

interest,. and HUD will restrict 46 units as public

housing units, and there will be an ACC contract on those
23
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units for subsidy coming through HUD to the Housing

Authority to the project.

And the project rents are 24 to 61 percent of
market.

And there's 13 two bedrooms, 83 three bedrooms,
and 20 four bedrooms.

MR. WARREN: Okay. Thanks, Tina.

Investment value from a construction standpoint
is $28.7 million, which gives us a nine-two percent loan
to value in the construction, which exceeds our
guildelines by 2 percent. So at this juncture we'll be
requiring a letter of credit for the balance. On the
permanent loan; restricted value is $3.2 million withja

very worrisome loan to cost of 4 percent. We'll see how .

that goes. And an LT? of 70 percent.

So again, this is -- as Tina indicated, this is a
continuatign of a very large revitalization area. We are
comfortable with the envifonmental status reports, but as
the write-ups indipate, we will require further testing
and sign-off and remediation in certain areas prior to
commencement of construction.

So with that, we would like to recommend
approval, be happy to answer any questions.

CHAIRPERSON COURSON: Questions from members of

the board?
24
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MS. GALANTE: Can I just --
CHAIRPERSON COURSON: Sure.
MS. GALANTE: Both on this project and the one

previously, I think they're both great projects, great

sponsors. The environmental questions, as we get into

all these Brownfield type sites, can you, just for my
édification, maybe talk about. You've got an independent
consultant for the Agency that looks at -- this doesn't

say you're going to require any kind of sign-off from

" DTSC or regional water on either of these sites. So do

you rely on your consultant's determination of whether,
you know, they have gone throﬁgh the right regulatory
process?

MR. WARREN: Sure. It really is. We do normally
require some level of sign—off. The materials may ﬁlt
éay it; but lécal water quality control afeaS? we do
hofmall?,géf the sign-offs.

URS's job, which is our énvironmental consultant,

is=to take -all these reports, evaluate them, and see if

they're :valid, 'is there further tésting indicated, and in

' some cases do we need additional'sign—offs. So that is

URS's job. - We found that we were doing it for a period

of time on our own. It got so complex on the Brownfields

‘that we retained URS on a master contract to do just

that.
25
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But generally speaking, Ms. Galante, we do get
sign-off from the water quality control boards, and that
most likely will be a requirement here too.

MS. GALANTE: Thank you.

CHAIRPERSON COURSON: Other gquestions? Any --
I'm sorry, Mr. Friedman.

MR. FRIEDMAN: I have a couple questions the
first one is really critical, and that is what is a state
fish plant?

MR. WARREN: I defer to Ms. Ilvonen on that
question because I don't know.

MS. ILVONEN: I think it's a canning facility

-and —--
.~ MR. FRIEDMAN: Owﬁed by the State?
MS. ILVONEN: Owned by the State. And there's --
‘actually, there's going to be -- there's going to be a

landscaping berm between C Street and the state fish

plant as part of redevelopment of the harbor area, so --

MR. FRIEDMAN: I'm just curious. I'd never heard
of such a beast.

MS. ILVONEN: I hadn't either.

MR. FRIEDMAN: The other question I had had to do
with‘the learning center. I presume that's what the HCD
nonresidential space money is gqing towards?

MS. ILVONEN: Partially. I actually meant to
26
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talk more about the Lifelong Learning Center. That's a
10,000-square-foot community center that is going to be
available for use for the whole Wilmington community.
Résidentsvof New Dana Strand townhomes will have first

priority in the -- you know, if there's so many spaces

"for a class, the residents of the townhomes will get

first priority for those classes. They'll have adult
classes there as well as youth activities, gang
préVention, activities for’seniors. And the Lifelong
Learning Center, the anchor tenant is going to be the
Boys and Girls Center of Southern California.

And there will be a use agreement with the
Hawaiian school, which is next door to the property, so

that they can use the outdoor space exclusively during

'
£

school hours. Those kids don't have outdoor space at all

on the school grounds. ‘So it's going to be very
beneficial for the community.

And the other thing is that there's no operating

‘costs-in-my cash flow for this learning center because

- :the ‘tenants will be charged on a pro rata basis for their

expehses, SO it's expected to balance out.

MR. FRIEDMAN: Well, that was my other question
about the tenants being charged. How is that going to
work?'(Ivmean, is that effectivély é -=

MR. WARREN: The tenants of the Lifelong
27
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Community Center will be charged for their use --

MR. FRIEDMAN: Oh, okay.

MS. ILVONEN: -- of the space.

MR. CAREY: Because I thought it said the
residents.

MS. ILVONEN: Not the tenants of the project.

MR. FRIEDMAN: Okay, thank you. That was my
question. Thanks.

CHAIRPERSON COURSON: Ms. Galante.

MS. GALANTE: I did have one other question, I'm
sorry. I did notice that the contractor hasn't been
selected for this project, which seems a little bit odd
to me.

MS. ILVONEN: That's -- that's correct. The

contractor, they're p;anning'bn bidding in July and
August and selecting a contractor towards the end of the
process when they're getting ready to start construction.
That's the way Mercy --

“MR. WARREN: That's correct. We've talked with
Mercy abogt this. And I think we've gone through a
couple of projects where that's been okay. We've asked
them toybe very clear on their costs, make sure the costs
are high enough to cover this, but clearly I think wé
would all prefer to see contractors selected and bidded

out by the time we come. From a timing standpoint in

" @
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and utilizing the costs they've giVen us. So we'll have

to see.

MS. ILVONEN: And the other thing, Carol,

we -put a 10—percént contingency in these numbers, just in

case they end up being higher than the estimator

estimated. So there's room in the budget in case costs

are higher.

MS. GALANTE: Thank you.

CHAIRPERSON COURSON: Other questions? Comments

from the board?

(No audible responsé;)

CHAIRPERSON COURSON: Any gquestions or comments

B

‘from‘fhe public?

(No audible response.)

CHAIRPERSON COURSON: Is there a motion to

" approve the project?

MS. GALANTE: I'll move.
CHAIRPERSON COURSON: Ms. Galante.
Is there a second?

MR. CAREY: Second.

CHAIRPERSON COURSON: Mr. Carey.
Okéy. Let's call the roli;

MS. OJIMA: Thank you.
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5.

Resolution 05-26 has been approved.

Ms. Weir.

MS. WEIR: Yes.

MsS. OJIMA: Mr. Carey.

MR. CAREY: Yes.

MS. OJIMA: Mr. Friedman

MR. FRIEDMAN: Yes.

MS. OJIMA: Ms. Galante.

MS. GALANTE: Yes.

MS. OJIMA: Mr. Augustin

MR. AUGUSTINE: Yes.

MS. OJIMA: Mr. Courson.

CHAIRPERSON COURSON: Ye

-MS. OJIMA:

-—OOOf—

Item 4. Resolution 05-27

CHAIRPERSON COURSON:

this morning is the

Okay.

(Gish Apartments)

Our third project

Gish Apartments in San Jose.

MS. WHITTALL-SCHERFEE:

Good morning.

This is a

request for approval of a special needs project that is

being developed by First Community Housing in San Jose.

It's a 35-unit project,

and 13 of the units are going to

be designated for developmentally disabled adults who are

also at risk of homelessness.

square feet of retail space and podium parking.

There will also be 3700

The request for financing includes a regquest for

" @
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a construction loan in the amount of $9,910,000, wvariable
rate, for 21 months, and a permanent loan in the amount
of $2,685,000 at 3 percent for 30 years. There are
several other sources of financing that will also be part

of this project. During construction, the City of San

‘Jose will be loaning $2,275,000. And the Sobrato

Foundation is also lbaning a million dollars. Both of
these will be repaid at perm and -- at permanent loan
closing. MHP will be loaning $3,876,000.
And with that, Kathy is going to take you through
the project.
| MS. WEREMIUK: Hi. The project is in downtown
San Jose. It's located on'the corner of North First

Street and Gish. It is about a third of a mile from the

N

" San Jose airpbrt, similar distance from the Civic Center.

And the area is primarily a commercial area with some

residential in the -- in the area.

The site is 4.2 acres. It is adjacent to a

‘Wyndham ‘hotel, to a Best Western restaurant, and to a

" Moroccan or a Best Western hotel and a Moroccan

restaurant. - The -- there will -- I'm not showing a site

plan because the site will be built out to the edges of

" 'the site itself. This is a zero lot line construction.

Running along North First is the valley light

rail. And there is a stop right about here for the
31
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residents of the project so they'll be able to access the

light rail very easily.

The site is currently vacant. This is loocking
across North First Street at the site.

The site had been the home of a former gas
station. It -- we -- there was an environmental
clearance that was done on the site, and there is a
closure letter from the regional water quality board that
was issued in the year 2000.

Our borrower currently owns the site. The major
issues with it are geotechnical. 1It's in a floodplain,
and there's a very high water table in the area so
that -- and there are seismic issues with liquefaction

and acoustical issues that come from being adjacent to

North First Street and -- which is a heavily trafficked
street. All of the geotechnical issues have been

addressed in the design, and those are issues that we

- will be monitoring during the course of construction.

The geotechnical issues itself and also the vefy
constrained nature of the site add to the cost of the
project. It's 403,000 per unit. Primarily those costs
come because the site needs to be shored. There needs to
be pumping out of water and a very thick mat foundation
needs to be put into the site. And also the -- the

waterproofing needs is fairly expensive because with the

Y
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low rents, the borrower does not want to have to operate
sump pumps during the life of the project.

Jerry King is the architect. Branaugh will be
the contractor. The site is going to have a full

subterranean garage. And on the ground floor -- and

- - there will be, I think, 46 parking spaces that will be

dedicated for residential in the subterranean garage.
There will be 23 parking spaces on first floor, 16 of

which will be dedicated to the commercial space and seven

- which will be available for the residential.

The facility will be gated. The ground floor

will be leaSed, will be sold back to the original owner

‘at the close of the permanent loan for 200,000, and then

they have an agreement to lease it to a 7-11, which for

the residents will provide for a convenience food store

adjacent to the site.

There's a podium and then there are three stories

"of residential above the -- above grade. 1In addition,

there will be a thousand square feet of community space.

There will be a manager's office, .and there will be

program offices for the supportiVe sérvices.
This is a front view of the site from North First

Street. There will be an entry here for cars to access

“the 7-11. .And if I go back -- why don't I just go back.

'This, the residential entry will be off of Gish.

33
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This 1s a model -- this is a model of the site

just showing some of the detailing and the trellising

that is planned for the site. It's fairly highly
designed, and the design -- the design was carefully
reviewed by the City of San Jose. They had numerous
requi;ements for what the project would look like in that
it was compatible with the hotels that are in the area.
The rents -- two thirds of the project or
70 percent of the units will be twos and threes. The
supportive housing units will be at 20 percent of median.
Those -- they will be studios, twos, and threes with the
anticipation that some of the developmentally disabled
residents will need caretakers to assist them to live

ihdependently, and so some of the two- and three-bedroom

units have begn reserved for them. The rest of the units =

will be at 40, 45, and 50 percent of median. Those rents

run between 70 and 80 percent of market. And the

supportive housing units are at 30 percent of the market .
The supportive housing provider is Housing

Choices Coalition. 1It's a relatively new group, although

we've worked with them on the Life Services project in

Santa Clara County in the past. They're funded by the

San Andreas Regional Center, and they are currently

working on three projects where they're providing

services on-site for developmentally disabled residents.
34
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The developmentally disabled, I think, the board
may know, has a guarantee of services through the
Landeman (phonetic) Act, and the regional centers provide
a complete service package for the residents. But on
a -- in a housing site, there is also a need for support
and engageméht, because the residents have a choice.

They can work with any provider, but there needs to be
someone on-site to engage them, to make sure they're

getting the appropriate services that they -- providing

. social activities for them and also just makirg sure that

they're functioning well in the housing develcpment. And
we're very pleased with the development of this service
prbVider.A'We've seen it ovér a number of years.

The site for the project will be ownecd by Gish
Apartments LC. The managingxgeneral partner will be Gish
Apartmenés iLC, and First Coﬁmunity Housing will be the
sole owner of Gish Apartments LLC. We've worked with
them on two other projects, and they currently have 12
projects:in the San Jose area and have built out I think

800 units of housing.

MS. WHITTALL-SCHERFEE: As Kathy said, this is a

- compressed site. I do think, and maybe I'm mistaken, but

I think you mentioned 4.2 acres, and it's .42 acres.
MS. WEREMIUK: Oh, I'm sorry. Right.

MS. WHITTALL-SCHERFEE: I just wanted to stress
35
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that that's how compressed this site really is.

With that, we'd like to open the floor to any
questions, and we would ask that you approve this
project. Thank you.

CHAIRPERSON COURSON: I have a question. On
page lSO,vthe first sentence talks about the interest
rate on the permanent reducing from 540 to 3 percent and
a subsidy of about $900,000. Could you explain that to
me?

MS. WEREMIUK: Our support -- Linn, do you want
to{get it or do you want me to?

MR. WARREN: Go ahead.

MS. WEREMIUK: Our supportive housiﬁg or special
needs program is a progrém where we offer a 3-percent
interest rate if the project is at least 35 percent
speqial needs. Since we're selling bonds for this
project, we still have an obligation to our bondholders
to pay an interest rate, and the difference between the
two, which is the 890,000 is net present value. That's
money that we actually pay and we provide to be able to
pay back our bondholders.

We use -- typically we use FAF funds, but we
might use housing trust fund funds if there are not
enough FAF funds that are available. We would have that

same subsidy, although if the project were a

" @
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hundred-percent subsidized, we'd go down to a l-percent
interest rate or a hundred-percent special needs.

CHAIRPERSON COURSON: Thank you.

Other questions, comments from the board?

MS. ROBERTS: May I? I have two questions. One
is about noise, and one is about parking. You mentioned
the noise from the busy streets that's adjacent to this
parcel. What about the noise from the airport? Does the
noise --

MS. WEREMIUK: There have been --

MS. ROBERTS: ~-- from the street --

MS. WEREMIUK: -- acoustical studies, and the
nbise thét really needé to be addressed at this property
is not airport noise bﬁt street noise. And. the
m;tigations are the glazing on the wind&@s on the front
oﬁ‘North First Street and alsoran exteribr balcony, whiéh
will provide a noise kuffer.

MS. ROBERTS: And then on the parking, 35 units

-total, 46 parking spaces, so those parking spaces are not

just for residents, but also for --

MS. WEREMIUK: No, there'é a total --

MS. ROBERTS: -- the busihesses?

MS. WEREMIUK: -- of 70 parking spaces, 16 of
which will be for the commercial. Our experience with a

project like this is that the developmentally disabled
37
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residents will not be driving, although the care
providers may be. And there's more than one parking
space per unit.

MS. ROBERTS: I'm just curious when dealing with
the City on their parking standards, are they flexible
in —--

MS. WEREMIUK: I think this meets --

MS. ROBERTS: -- allowing some deviations from
their standards.

MS. WEREMIUK: I think this meets the City's
parking requirements for the site. The developer's here
if there are more questions that they could answer on
the -- I don't think there was a parking reduction permit
requestedp

MS. ROBERTS: Thank “you.

CHAIRPERSON COURSON: Other -- Mr. Carey.

MR. CAREY: Two questions. First, the
geotechnical issues are daunting, complicated by the
subterranean parking. Is that -- are those conditions
typical bf that entire area?

MS. WEREMIUK: Yes.

MR. CAREY: And éo it's not just this site,
it's --

MS. WEREMIUK: No.

MR. CAREY: ~-- anywhere in that general area?
38
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MS. WEREMIUK: No, it's that general area.

MR. CAREY: The second question is given that the
commercial site will be sold back to the seller, are
there going to be any kind of festrictions on use and
signage and such for the commercial site? It's -- it's a
little hard for me see a 7-11 entirely as an amenity and
certainly would have concerns about an integral part of
the building with perhaps 24-hour usage and what can be
sometimes typical banner signage and such.

MS. WEREMIUK: There will be a reciprocal
easement agreement to control the shared parking and

shared usage of the building. I don't think that we've

'éddrésSed‘the issue of the control cf the use and haven't

séen the‘documents‘yet for the sale back of the property..
MR. EAREY: I think it would be worth look;ng at,
giVeh‘the'lohg—term potential of the variety of usés that
it could be put to.
' MS. WEREMIUK: Our developer is here and can
respond to that.
| MS. PARKER: Okay.

' MR. MORGAN: Hi, good morning. I'm Geoff Morgan

with ‘First Community Housing. And just to answer your

‘question, we have entered into an agreement with --
originally this site was owned by Southland Corporation,

- which is now 7-11. So 7-11 is a condition of the sale.

39
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1 It was essentially a sale leaseback. They developed the

2 site with us, with the understanding that they would --

3 we would condominiumize this space and have it -- .

4 basically through a third party lease it back to them.

5 Their site, when we went through the entitlement

6 process extensive neighborhood meetings with the

7 community. They were cgncerned with the sale of liquor,

8 so we restricted it to beer and wine sales and we

9 restricted the hours of sale. We restricted -- they

10 voluntarily restricted the kinds of magazines that are

11 sold within the site. We voluntarily restricted the

12 kinds of uses that they had within the site. And we've
113 also worked with the retailer to ensure that there's a
~14 _ process by which they continue to have community input so .
15 that‘they could kind of assuage any concerns that they

16 might have with respect to the use. So that was

17 addressed in a conditional use permit that was -- the

18 conditions were all set upon, the retail use, not the

19 affordable housing use.

20 MR. CAREY: Excellent. Thank you.

21 CHAIRPERSON COURSON: Other questions from the

22 board? Ms. Galante.

23 MS. GALANTE: First of all, I really compliment
24 the sponsors. I think this is a getting ten pounds into
25 a five-pound bag in a very elegant design, urban infill

40
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over real retail, as opposed to vacant retail. So I
think, you know, it's got just a ton going for it.

My question was really -- and I'm glad the
sponsor is here -- the experience, both from the Housing

Finance Agency and the sponsor with integrating

- - developmentally disabled into a family rental development

particularly seems like if I did my math right, it's
about 30 percent, and this is a very small project. It's
not like 13 units scattered into 200. So operationally,
experience, I'd like to hear a little more(about that.
And also San Jose rents, we all know, I read the
minutes from last time, I know you all know rents are
maybe‘stabilized.< But, you know, even at SQ—percent
renﬁs;vthese aren't chgap rents.. And with the added
factor of, you know, a ;otentially challenging population
mixed in, do you anticibate an effect on your marketingé
MS. WEREMIUK: The rents are about 80 percent of

market for the 50 percent AMI unité, and we looked pretty

- long and hard at that. We have done other projects that

are partially developmentally disabled, and that's a

preference for the disability group, to be integrated

into‘the'general population. The 35-percent number is

- really the minimum you can have to apply for MHP and also

meet the preference for the disability group to be

integrated.
41
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The -- the service provider in this instance is
very important for us for that interface so that there -- .
and the fact that John Stewart has experience working
with this disability group and has managed properties’
with them in the past was important to us. It has worked
in the past in other projects, and I think that's -- it's
a test, though, to see if you can have that
concentrgtion. We've generally seen either very small
projects that are all developmentally disabled or
projects that are 35 percent.

CHAIRPERSON COURSON: Other questions or comments
from the board?

(No audible response.)

CHATIRPERSON COURSON: Any questions or comments

&

from the public?

(No audible response{)

CHAIRPERSON COURSON: Seeing none, is there a
motion to approve the project?

MR. FRIEDMAN: I'll move it.

CHAIRPERSON COURSON: Mr. Friedman moves. Is
there a second?

MR. CAREY: Second.

CHAIRPERSON COURSON: Mr. Carey seconds. Let's
call the roll.

MS. OJIMA: Thank you.

@




10

11

12

13

14

%

15
16

17

18

20

- 21

22
23

24

25

Ms. Weir.
MS. WEIR:
MS. OJIMA:
MR. CAREY:
MS. OJIMA:

MR. FRIEDMAN:

MS. OJIMA:

MS. GALANTE:

MS. OJIMA:

MR. AUGUSTINE:

MS. OJIMA:
CHAIRPERSON
MS. OJIMA:
CHAIRPERSON
Ttem 4. Resolution

CHATIRPERSON
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Yes.

Mr. Carey.
Yes.
Mr. Friedman.
Yes.
Ms. Galante.

Yes.
Mr. Augustine.
Yes.
Mr. Courson.
COURSON: Yes.
Resolution 05-27 has been approved. 
COURSON: Thank you.

--00o-- R

05-28 (Woodland Terrace)

COURSON: We'll move to the Woodland

Terrace project, North Hills.

MS. WHITTALL-SCHERFEE:

join me.

Carol Goodman is going to

Woodland Terrace is a 31-unit apartment complex

in North'Hills, which is part of Los Angeles. The

projéct is a family

‘where one adult has

~risk of homelessness.

project that will be serving families
mental illness or is homeless or at

It will be owned by the Community
43
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of Friends, A Community of Friends.

The request is for a construction loan in the
amount of $7,100,000, variable rate, 18 months, and then
permanent financing, a first mortgage in the amount of
685,000 at 1 percent for five years fixed, and a bridge
loan in the amount of $2,970,000 at 1 percent, three-year
fixed. This project is a hundred-percent affordable,
which is why you are seeing the l-percent interest rate
as -- and you see the paragraph that talks about the
special need loan terms with the interest rate buy-down
that Kathy discussed earlier.

There are several other financing sources.
Coming in during construction is financing from Los
Angeles Housing Development, the housiné trust fund,vin
the amount $1,758,0b0, and the Los Angeles Homeless
Services Authority,'their supportive housing program, a
grant in‘the amount of 400,000. At perm, HCD, Housing
and Community Development, will come in with MHP money
gnd NSSS money, totaling roughly $3,100,000.

You've also been provided with a corrected
resolution page. The bridge loan amount on the original
resolution that was included with the board was
incorrect, and that's the purpose of the replacement
page.

With that, I'm going to ask Carol to take you

N
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through the project.

MS. GOODMAN: All right. Thank you.

This, és Laura mentioned, is a 31-unit special
needs project. It's 100-percent clients and families
where one adult has a mental illness, serious mental
illness. 1It's on Nordhoff Street -- where did I -- where
did my arrow go? Okay. It's on Nordhoff Street, which
is right between the 405 freeway, and then Sepulveda
Boulevard is over here. 1It's 17 miles northwest of
downtown Los Angeles.

The site is .6 acres, and it's an infill site.
It's an infill site here in the middle of a block, and
495 is riéht up here. As you can see, it's surfounded by
other apartments and condomiﬁiums all in this area, and

3

they're éll about three stories. They all pretﬁy much --

‘this will make -- this project will make this site fit in

with the rest of the community in this -- on this street.
It's currently vacant and it was the last single-family
home in thé neighborhood. And the home has already been
demolished by the owners.

These are just views of the site showing that on

~this side is the condominiums. And the site goes back to
‘the very back wall here. And this is an apartment

building with parking right along the edge of this wall.

And the site goes back behind these trees.
45
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The project will be gated. Cars will enter from

the street and will drive down a ramp to the subterranean

parking. And this is the street. The site is r.ight .
here. 405 is here.

This is a view of the building, and the manager's
unit will be on the first floor of the building at the
front of the building near the street. The offices and
the common spaces will be located in the building across
from the manager's unit, and the tenants' units will be
at the back of the building on the first floor and on the
second and third floors of the site.

\This is the site plan, and you can see the entry
is here and the manager's office is up here. And then

this;is the back of the éite, and the tenant units will

be Here on the first floorf

There are two courtyards. There will be 31
units, -and only one will be a one story. The others will
all be two and three stories because it's a family
project. There will be two courtyards, one sort of quiet
back here, and the other that will have all of the common
spaces, including two case managers' office, a property
manager's office, a community room, a computer room, a
laundry room. And the community room will also be used
for group-oriented service provision.

I wanted to talk a little bit about the target
46
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population. As I mentioned, this is for adults with
chronic mental illness who are in families, and it's a
particular need that was identified by the local
community. Often these projects for seriously mentally
ill clients are only for single individuals. I mean the
units are studios, maybe one bedrooms. And they
identified a serious need for families.

The clients in these families are often at risk
of losing custody of their children, and this project
will provide a stable and safe environment for them and
enable them to keep their children with them. Also, if a
parent's alreédy lost custody, the sponsor is assuming
ana working toward enabling the parent thregain cuétody
by having this hoﬁsipg.

The tenants Qill be referred by the local mental
health servicé proviaers and particularly the primafy

service provider, which is going to be San Fernando

HValléy Commﬁnity Mental Health Center, Inc., also called
:Centefs; Inc. During the lease-up period, A Community of
~Friends is going to conduct outreach services with a

variety of local mental health providers.

There are no comparable projects in the area and
none are proposed, so this is going to meet a very
important need. They will have extensive comprehensive

services, and a case manager will be on-site from 10:00
47
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to 6:00 every weekday. They'll have daily contact with
the residents. There will be other part-time staff,
which will result in about 2.2 staff FTE available to
help the tenants.

Services in these kind of projects are always
voluntary, but they're going to use intensive tenant
engagement strategies that they expect to be effective
and result in almost all of the clients accepting
services. The various servipes they're going to offer
will include working with the residents to evaluate
needs and develop an individualized service plans -- plan
with goal and timetables for each tenant.

The case manager will schedule individual and
group seésions, do referrals to other appropriafe
services such as interpersoﬁal relations, anger
management, and symptom management. Referrals will also
be made to family-oriented services like parental
training, family support, and childcare. They will do --
and this is very typical of these kinds of projects --
indepen&eﬁt living training, offering such activities as
shopping, cooking, housekeeping, domestic violence
training, and money management. Other services would be
vocational, socialization, legal services, and physical
healthcare.

Just a brief note on the primary service

B
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provider, and then I'll get to rents. The primary
service provider is a nonprofit that has been working in
the SanAFernando Valley for 30 years and has had over 25
years under contract with L.A. County. And this is
important because L.A. County will be paying the cost of
the services through their normal contract. These
clients will be on Medi-Cal, and Medi-Cal will pay the
fees.

The developer is A Community of Friends. They

- have been in business since 1988 providing affordable

housing for people with chronic mental illness, and they
have already developed nearly 14,000 units either in
development or already done. Tﬁeir residential services
director will oversee the supportive housing program.

And as you can sée, the%rents will range from 34
to 42 percent of market."And they will receive a
five-year Shelter Plus Care rent subsidy for the 30
restricted units.

The -environmental, there's very little. The

house was already demolished, and we will require the

sponsor to provide clearances on the asbestos and lead

paint abatement that was part of the house demolition.

‘And this will be in accordance with the Phase I report.

MS. WHITTALL-SCHERFEE: And as part of the

. construction loan, it does exceed 90-percent loan to

49
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value. 1It's by 1 percent. So the borrower is providing
us with a letter of credit in the amount of $71,000,
which is the difference, the amount in excess of 90
percent.

With that, we'd be happy to entertain any
guestions, and we're requesting approval of Woodland
Terrace.

CHAIRPERSON COURSON: Are there any questions or
discussions of the Woodland Terrace project?

Mr. Friedman.

MR. FRIEDMAN: Well, this is more of an
observation because I'm satisfied with both of these
projegts because they have HCD finanqing as well, but
you've got two new cddstruction‘projects on vacant sites
which are a hundred-percent affordable and it kind' of
begs the Article XXXIV question. Again, I.know it wiil
be addressed through our financing, but it would be
helpful, I think, in the staff reports to at least make
some comment about whether it's subject to Artiple XXXIV
and how it's being dealt with. Again, it's more an
observation.

CHAIRPERSON COURSON: Carol.

MS. GOODMAN: We do have Article XXXIV letter
from Lps Angeles County stating that there's adequate

availability.

" @
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MR. FRIEDMAN: Okay. But I'm just saying as a
committee member, I can't tell that from the staff
report.

CHAIRPERSON COURSON: I guess the suggestion is
in the future, that being the case, that a comment to
that effect would be helpful.

MS. GOODMAN: Okay.

CHAIRPERSON COURSON: Other questions or comments
from the board?

(No audible response.)

CHAIRPERSON COURSON: Questions or comments from
the publiC?

(No audible respbnse.)

CHAIRPERSON COURSON: Okay. We'll hold a motion
in abeyance until Mr. Augustine returns in%ébout another
45 minutes.

--00o--

Item 5. Discussion, recommendation and possible action

- relative to a final loan commitment modification for the

fOllowing‘projects:

Resolution 05-29 (Fairgrounds Family (Housing-HACSC)
CHAIRPERSON COURSON: But let's do go ahead now

and move to the next project which is a modification of a

“final commitment on a project in San Jose.

MR. WARREN: Okay, Mr. Chairman. The
‘ 51
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modification in front of you today was approved last

September under the name of Fairgrounds. It's been

renamed to Corde Terra, which is the reason for the
request for the modification -- no, there's more to it
than that.

As the board will recall and the materials

indicate, the development was really a joint venture

between the ROEM Corporation, which is an established

builder and developer in the San Jose area, and the
Housing Authority of Santa Clara, which is also an
established builder. Over a period of time, between the
two entities, I think they both came to an agreement that
it would be better if there was one builder and one

managing general partner. So recently what has .

transpired is that the ROEM'Corporétion will be the
builder for the entire 300-unit development and the

Housing Authority of Santa Clara will be the managing

general partner.

Ruth will take you through the numbers, but we
think this is actually a much stronger credit than it was
before. There is a single builder/developer, a single
contractor. There are actually some enhancements to the
design that Ruth will describe. And financially, it's a
stronger credit. There has been a good increase in

equity, partially a function of the fact the equity
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markets have increased substantially over the last three
several months, but also in the fact there are some
economies of scale with having the single developer.

So what the modification request today is, there

was one half of this development that was approved

-assuming the Housing Authority as the developer. That is

the prior approval that we ask be modified. The ROEM
piece will stay in place. So basically we're revising it
into a large, combining the two.

So with that, I'll let Ruth take you through the .

‘project.

MS. VAKILI: Good morning. This is a view of the
sité; Sbme of you may recognize it from last year in
Seﬁteﬁber. The‘project is located neaf4the Santa Clara
County Fairgrou;d site. It will be -- the modificati;n
to this broject‘will include instead of one grohnd leése

from Santa Cléra County to two developers, it will now be

one ground lease to one developer. ROEM Development will

‘also ~- having one developer will simplify the

- transaction by having one borrower, one builder, which is

ROEM Builders, Inc., one ground lease and one property,
which is no longer condominiumized. The simplification

will assist us in closing the transaction in a timely

manner. We're hoping to close the transaction and start

in Augusf.
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The changes in the numbers. There are no
increases, fortunately. The first mortgage has actually
gone down a little bit, by 290,000. The deferred .

developer fee previously recognized has been eliminated.
The increase in the LP capital of over $5 million is a
2l-percent increase. And LP capital coming in during
construction has increased by over $2 million, a
28-percent increase. The transaction is less risky for
CalHFA.
We are asking for —-- we are seeking risk share on

the permanent loans. The increase in equity during
construction combined with the city money coming in
first, ahead of CalHFA's first disbursement, is market
ihprovement. 'And eliminating the deferfed developer fee .
has given us more ability and possibly more wiggle room A
in case costs do increase. The costs that we are
reflecting here for construction are bid out. The plans
are sﬁbstantially complete. This is also a very good
improvement. The numbers apéear to be very solid.

| What we are asking for on this transaction is a
payment bond for subs that are -- have subcontracts of
over 200,000. This will be nearly all subcontractors.
In addition, we will ask for performance to be secured by
a letter of credit in the amount of 5 percent of the

construction costs and also a personal guarantee by
54
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Robert Emami, who is president of ROEM Development, Inc.

Here's some more pictures. Here you can see,
this is a view from the road looking out to the site.
And this, on the building that is recently completed is
the medical center. 1It's a very attractive building and
will be a real cornerstone for the project. And here is
a better.picture of it.

The piece of property that's in front of our

‘project is scheduled to be a.senior housing project,

which may start development in mid to late next year and

-will be developed by the Housing Authority.

Are there any questions?

.éﬁAIRPERSON'COURSON: Questions from thé board?
Cdmﬁehts?‘

(Né audible resanse.)

CHATRPERSON COURSON: Anything from the public?

(No audible response.)

CHAIRPERSON COURSON: All right. Then we'll hold

" this ‘also in abeyance until Mr. Augustine returns.

And with the final reconsideration of a project
off our agenda, that concludes all of our projects for
the day, so I think we're at a breaking point. Let's

take a ten-minute break and come back at about 10:45, and

we will proceed then with our resource allocation

presentation discussion. We'll stand in recess.
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(Recess taken.)

CHAIRPERSON COURSON: Okay. Thank you. We will .
reconvene.

--00o--

Item 6. Report on the Resource Allocation Study

CHAIRPERSON COURSON: And the next item on our
agenda is a report on the Resource Allocation Study. For
those on the board who were there, you'll recall, and for
those who are new or may not have been there, at our
board education, about 90 days ago, I think we first
started talking about the Agency's resources and cash and
as we moved into lookiﬁg at our long-range plan, what the
plaﬁning would mean in terms of the available resources,

firancial resources available. And we undertook -- have

undértaken a study, an extensive study, which we'll hear
toddy about what the resources’are"ahd will be available
to the Agency as we move forward with our long-range plan
and some of the ramificapions iﬁ that with rating
agencies, et cetera.

So it's been a massive undertaking that has taken
a great deal of effort, and we are here to look at sort
of the p;esentation of Phase II, have a discussion, and
then talk about where we take this in the future.

So Bruce Gilbertson has headed this up for us,

and, Bruce, I'll turn the program over to you.

" @
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MR. GILBERTSON: Thank you, Mr. Chairman. Good
morning, Members of the Board.

Just a quick apology. We had a little computer
giitch last night. We had a more final form of this, but
we ran into -- the file size was so large. So we're kind
of using a very final draft. 1It's the same draft that we
posted on the website, for any of those of you that
looked at it late yesterday afternoon.

But as John was saying, several months ago we
retained CSG Advisors to assist us with a resource

allocation study. And the first time we brought material

_to you was at the April board seminar. Gene Slater, I

guess owner and president of CSGQAdvisors, made a

. presentation about our available financial resources that

helped us in building our business plan that the board

adopted in May of this year.
‘This morning what Gene and I would like to do.is
to present the results of the Phasé II analysis, which

really~incoip0rated the business plan objectives from

both the loan side and the debt issuing standpoint, so

we're looking prospectively out over the horizon to see
what might happen during the course of this business plan

to the. available resources of the Agency. As Gene will

explain in much more detail, we've met all of the rating

" agencies' stress tests on a current basis and also have
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met the most severe tests five years prospectively.

Although we were very pleased with the results of .
the analysis and‘the‘resiliency of our two primary bond
indentures, we have uncovered some issues that we need to
keep our eyes on, and that's really, I think, the
findings that will come out of this phase II analysis,
and it sets the stage for further discussion and analysis
on the part of the Agency.

With that, I'll turn it over to Gene.

MR. SLATER: Thank you.

Our aim was to go through this as a sort of
overview of where the Agency is today and basically the
sustainability of programs ééing forward and what are all

the consequences within the Agency, and I'll walk through ‘

each of them.

The purpose was to do a comprehensive evaluation,
and I say this because the Agency has many pieces and
many compoqents.. We looked at everything‘other than the
insurance fund, which has a separate -- which has a
pledge from the general fund, but that had been modeled
separately for the rating agencies, but we looked at
everything else, all the HAT loans, the operating
accounts, the general fund, the indentures, and how they
interplay with each other and how they affect each other.

And so it was this comprehensive notion, because

@
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you have a very complex system, more complex than other
agencies, not only by virtue of size and the range of
things you do, but also by, you know, you have 78
interest rate swaps. So when you say, well, we're going

to make more HAT loans, how do these affect each other?

'And so it's really trying to create a model in which

you'll be able to see how those things affect each other.
And that's -- that's really what I think most of the work
took to get to this place.

Within that, we then wanted to provide this
year's detailed rating cash flow analysis to the rating
agencies who we'll meet with in August to show thét we
meef all the cash flows today.  We then went, as Bruce
said, to lqok at what is the impact of the business plan

& &
at Sevgral levels. What's the impact on your palance
sheét? Whét's the impact on your financiéi resougces, on
liquidity, on fund balances, on net worth? What's your

ability to meet future rating agency requirements at the

oA

end of that business plan? Not just we met them now, but
where we'll be five years from now if we keep going.
Obviously programs will change, financial situation

changes will change, but we're sort of taking an approach

-~ of this is what you've been doing in recent years on the

finance side. These are production levels. Let's see

where that comes out within your System and that then
59
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leads to the question of the sustainability of the

programs as you go forward. ‘

And so the key notion here was providing a
systematic framework for evaluating and making choices so
that each of the decisions you make -- we're going to
make IO loans, we're going to do more of this, we'll do
less of this, we'll set rates this way, we'll set volumes
this way -- each of those kinds of decisions can be
looked at in terms of, in effect, an overall budget of
the Agency, not just a financial budget, but as you'll
see, a risk budget. Because in terms of the Agency's
capabilities, its financial flexibility and the amount of
risks it tékes are just as important as the amount of
cash that it has on hand. | ‘

So’t%en --

CHAIRPERSON COURSON: And I guess, cén we =-
should we just ask questions --

MR. SLATER: Absolutely, please. Please.

CHATIRPERSON COURSON: And so at the end of this,
we're left with what I would call a dynamic model, that
as we look at different products or innovative programs
or so on, we can run the different scenarios as what we
might assume would be either, A, the cash ramifications

or the risk ramifications of those through them, through

" @

this model that we've now developed.
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MR. SLATER: Right. It allows us to evaluate
choices at a fairly detailed level between particular
options, on individual transactions and on overall
approaches.

MR. GILBERTSON: Yeah, the only thing I would add
to that is, of course, it's at a point in time. You
know, our balances were February lst balances, and over
time things change. The prepayment expectations from
February 1 to current may be different than the
undérlying assumptions, so the cash flow models will come
stale as time progresses. .

MR. SLATER: In terms of approach ~-- and ask the
quesﬁions‘along’the way, because we'll be dull otherwise.
We looked at both -- in terms of approach, we both looked
at the rating agencies; stréss cases, the extreme cases
they make you éblve fo%, and we looked past thoée. Aﬁa
we looked at what‘were more likely management scenarios
and fairiy sophisticated manageﬁent scenarios that Tim
helped design about, yes, rates may go up, but within
sort of reasonable expectations of what might happen, the

rates might go down. So we're not only‘looking at the

'-éxtremes, we're looking at the kinds of range within
"which you might make actual choices. As opposed to

~simply sétisfying the rating agency, what do we want to

do to optimize the Agency within a range of
6l
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reasonability.

I think I've described the notion of the model, .
and the model looks, in effect, at what happens to each
account in each part of the general fund as you do
different things. I'll just pass one page around so
people have a sense of -- there are many versions of this
and many cases beyond it, but it gives you a flavor of --
we have 12-page reports for each of the different kinds
of cases and so forth, that show what happens in each
account of the general fund, in each indenture, so you
can see systematically the waterfall <f money and where
things wind up at the end of each year. |

In terms ¢f, I think, probably the critical issue

and finances affect each other, notkviewing them

independently but viewing them on an integrated basis.

‘How do they interplay? How do the finances affect your

gbility to’do programs? How do the programs affect your
ability to do other programs?

And the purpose of this is providing a clear
overview, but it's anticipating problems or issues or
concerns well in advance so you have plenty of time to
steer the ship in a different direction if you want. And
our aim is, as I said, maximizing future financial

flexibility for the board. And it's to create an

" @
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approach where as you do each individual transaction,
Bruce and I have talked about after the rating agency's
meeting with the underwriters about, what are the
consequences for the next single-family bond issues,
about the kinds of exposures and stresses that we're
finding on the Agency as a whole. So you look at each
individual decision within a broader system. And I think
that's réally the power of this.

In terms of the rating agency analysis today, and

analysis that we do, you've had this done in prior years.
This was somewhat more detailed in that we modeled not
just the reCycling of loans you've already done, but, YOu
know[ With'prepayments coming in, which exact bonds will
you call in the future and'how'woglﬁ that play out
through the system. That'é-had a'big impact on the
Agency over the last couple of years, you've got all the

pfepéyments. So being able to modeil that in the future,

- created a much more dynamic and, I think, more accurate

'picture.

The good news is that within all the expected

v.casés, and we'll just give you an example of one of these

here, at a hundred-percent prepayments on single family
and ' no ‘prepayments on multifamily, the indentures meet

the tests today and they meet the tests going forward in
‘ 63
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the future with no problems.

We then looked at the extreme stress scenarios, .

which are really the tests and the things that the system
has to‘be designed to sustain, even if they seem crazy --
sometimes not so crazy. So here were the three most
stressful cases out of 21, as I recall that we ran for
both Moody's and Standard and Poors. Each had had
different particular assumptions, and we had to test
against the worst of all of these possibilities.
Within the home mortgage revenue bond indenture,
under which all the single-~family loans get made, there
were two cases at either extreme that create, you know,
the greatest stress on the system. One is if rates go up
\;ery high, 10, 11 percent, and you have >very low .
prepayments as a regult. And the other is just the )

opposite, 1if rates drop and drop even below, you kndw,

where they are now, and you have a thousand percent

prepayments, that's ten times, quote, what's expected.

What's expected has changed,in life over the last year,
so what's expeéted by the market today is about
200 percent.

You actually experienced on some cof these loan a
thousand-percent prepayments a year ago, so this is not
impossible. It seems impossible to imagine this

continuing ongoing, but, you know, one can -- it's hard
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to argue with the rating agencies they shouldn't use this
test anymore, given that we've actually experienced this.

And when you look at these two extremes, they
create.—— they make the indentures very thin. We still
passed the tests, but they're very thin. And that's
partly because all the swaps and everything else helps --
are based on things happening more in the middle. And so
when you get to the extremes, you have to see this.

And so for example, the most difficult case is
declining rates, very high prepayments, and you wind up
with basically no margin in the system. And the reason
that is, is you get prepayments, as you did a year or two
ééo; much faster than the échedules of the interest rate

Swapé you have. And you've actually moved to much more

S

" sophisticated interest rate swaps that deal with this

problem much better than the ones from three or four

years ago, but they're still there.

And then when you get these prepayments in, you

~have to recycle them and make new loans. And the rate at

which you make new loans may be 4 and a half percent and

~ . the rate on those old swaps was 6 and a half percent. So

lyou've encountered -- I mean, most of this problem is

behind us in terms of what the Agency has done, and we've

already taken that into account. But if that were to

continue on into the future, that becomes the most
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stressful case. And we've shown that we can satisfy the

rating agencies within these, but it has consequences for .

the Agency overall.

John.

CHAIRPERSON COURSON: A question on the stress
test. Fannie Mae, Freddie Mac, the GSEs, have a -- are
managed to a risk based capital stress test, if you will,
scenarios. ‘Do you know if the similarity between -- is
there some similarity between the stress -- stress
testing utilized by the rating agencies and that that's
used on the GSEs? Or is there any relationship?

MR. SLATER: I'm not sure I knowlthe details. I
think they apély similar kinds of tests, but the models

are so much more complicated in terms of -- and the

levéis of exposure are so much more_comp%i&aped, I'm not
sure I can -- given thei; inability to even predict what
the SEC Would say about them, I don't think I could say
anything’about how they do it.

CHAIRPERSON CQURSON: Thank you.

MR. SLATER: Does anybody else? Tim, do you have
any sense of that?

MR. HSU: I think a large difference between what
we're subjected to, to what they're subjected to is that
they're able to --

MS. PARKER: Tim, sit down and identify yourself

" @




10
11
12

13

.14

15

16

17

18

19

20

21

22

23

24 .

25

67

for the record.

MR. HSU: Oh. They're able to hedge their
portfolio on a portfoliowide basis. So when they lay on
a hedge or a swap, that swap could be assigned to any
class of assets that's acquired over time. But for us,

since we're subjected to the tax regulations of taxes and

issuance bonds, our hedges are specifically assigned to

specific tax plans.

So we, in many sense, are subjecting our assets
and liabilities to a -- in my opinion to a set of tests
that are more stringent than what a GSE, you know, the

Fannie Maes and Ginnie Mees are subjected to. And that

 layer of complication, I think, is vefy hard to quantify

and compare to what they are subjected to. That's my

S

humble opinion.

CHAIRPERSON COURSON: And the only reason I ask

is obviously they -- that risk based capital and minimum

capital level and so on is the issue of the day in

Washington. And as we go through our annual visit with

‘the rating agencies and so on, I'm just interested in, I
‘think, that will clearly be even more in the spotlight

.perhaps és we get into August and thrbugh July and just

tfying to sort through that.
MR. SLATER: I think ydﬁ have very defined

interest rate swaps and very clear policies on them and
67
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very easy to model exactly what happens under each, and
that's -- the way these cash flows were done is we
deeled each of the 78 interest rate swaps under all of
the IRS rules and everything in order precisely to be
able to answer those questions.

Carol.

CHAIRPERSON CQOURSON: Ms. Galante.

MS. GALANTE: Just a little more context for me,
and I apologize if this is going back to what you did in
April or whatever. You can tell me that and I'll move
on. But these stress tests and how, you know, you're
saying it's tight under these, you know, obviously
extreme scenarios, can yéu just give me a little bit of
context?’ The modeling that you'revdoing, do other
housing finance agencies do this sophisticated a level of
modeling and do you have a 'sense of where we are falling
in the universe of taking risk on these issues?

MR. SLATER: Yeah. I think within an indenture,
other agencies do this typically, you know, once a year
for the rating agencies. The agencywide and how all
these things affect each other'is much rarer. We've done
this for Virginia, for Colorado, for five or six other
étates, but this level is much more unusual to do it, as
I said, modeling what the future recycling is. So in

many states, the models, because they're simpler, they
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1 don't -- they just sort of make assumptions about future
. 2 recycling and they show -- when we actually looked at
3 this with other states, they showed a big difference
4 between what they were showing the rating agencies and
5 what turned out to be sort of worst cases. Here I don't
6 think that's the case.
7 MS. GALANTE: Thank you.
8 MS. PARKER: Carol, Jjust to answer your question,
9 too.. I know that HFAs across the country vary to some
10 extent in what they do. Some of them cbviously are the
11 whole ball of wax that do tax credit allocations and bond
12 cap along with the CDBG and,_you know, they're
. 13 éverything,. Some of them are more narrowly definéd like
14 we are..
N %
| 15 : I think my sense is that many of our colleagues
16 have not gone to this degree: We have -- part of the
17 reason why we have done this is to essentially have some
18J sense for the board about where our resources are
19 . deployed. But we have tried, certainly, I think, in the
20 . last several years to make sure that we are as close to
21 ;that fine line as we can bétween -- from a fiduciary
224 «standpointbbetween utilization of our resources for
23 public benefit, but also being fiduciarily sound so that
24 we;ré not sitting -- as I would say to some of my
.‘ 25 - colleagues in some states ﬁhat may have substantially
69
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even higher ratings than we do, not taking as much risk,

and we have tried to essentially think that our public

responsibility is perhaps to move farther along that line
but then find out exactly where we are so that we don't
overstep our fiduciary boundaries.

MS. GALANTE: Great. Thank you.

MR. SLATER: I think, on the next page, what are
the implications of the rating agency analyses as we move
into the next part of this. One is the indentures meet
all the risks that the rating agencies look at in the
cash flows, but there's little excess in them to solve
other problems of the Agency. The way the rating
agencies analyze California -- and we'll goAthrough this

in detail later -- different than any other state is this ‘

analysis of the indentures is done before considefing any
real estate risk. That's done on an‘agencyWide basis.
And your swap counterparty risk, which we haven't
addressed as a separate set of policies. So we're going
to come back to the real estate risk or exposure issue
and how the rating agencies see that as we go on.

So the consequences are there's modest future
financial flexibility within each indenture. That should
be taken into account in designing each new issue, you
know, how do we do it so it doesn't put more stress on

the most stressful case, but, you know, relieve some of
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that. And we've had, you know, a couple of, I think,
particular approaches that we're going to suggest on how
to do that.

And you can't rely on fund balances in the
indenture to meet your general fund needs, because
they're really needed to stay there in order to, you
know, protect against and allow you to keep doing more

bond issues within those indentures. So I think those

- are the main conclusions from the rating agency runs in

terms of your business thinking. Questions?

We then look at the next step of this, and this
was in the example that I passed aroundi And we said
let's take into accouﬁt now futufe prdduction, future
production of loaﬁs, future production pf bonds. We took
on the five-year business plan and all ;ts details and
éach kinds of loans and, you kndw, inte%est rate, you
know, the 7—percent simple interest rate on the HAT loans
going to ahd:these amounts modeling in the interest-cnly
loans and all the new things that you're doing, as well
as continuation. And we also made assumptions about bond
strﬁCture, that you'd have to coﬁtinue structuring bonds
in the same way that you were doing it now. Obviously if

there are easier ways to do it and we have a better rate

enviroenment, that will only make it better, but we wanted

- to test it against a tougher case. We also looked, at
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Bruce's suggestion, that if you were to choose to
continue down payment systems in the three out years,
'08, '09, '010 (sic) call that a_modified business plan,
so we wanted to look at it both ways to see what impacts
that would have.

MR. GILBERTSON: But just as a reminder, the
board did not include down payment assistance funding in
the last three years of the business plan.

MR. SLATER: And what we were doing is looking at
what are the impact on the fund balances, which is really
the net worth, if you will, on each of the ccmponents of
the general fund, housing assistance trust, emergency
reserve, which remains the -same, the bond security
account, operating account. What's the liquidity, which
is really the emergency reserve and the operating
account? What are the assets? What are the liabilities?
What do they look like together when you actually layer
on all these various efforts on both bonds ard loans?

We did this under three sort of management runs

-that we've worked out with Tim and Bruce from their

perspective that they felt gave them a range of
reasonably expected scenarios in which to make real
operating decisions. And they differ by assumptions
about future interest rates and prepayment speeds, just

like the rating agency ones do, but they're not as
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extreme. And the major impact is on single family. 1In
the three cases where one was declining rates and so
mortgage rates -- the mortgage rates you're offering you
can see here would be here, oh, that's probably, what, a
hundred or so basis points below where you are today?

MR. GILBERTSON: Yeah, it's actually 50 --

MR. SLATER: 507

MR. GILBERTSON: -- 50 below.

MR. SLATER: Okay. And we then looked at a base
case, which is where you basically are today. And then
we looked at what if interest rates go up by, in this
case; 2 and_a half percent. So I'm not going up to 10
pércent, but going up to as high a level as we've éeen in
the 1ast five or seven years.

And‘because the interest rates are at diff;rent
levels, we ﬁade different assumptions about prepayﬁents.

So the lower the rates, the more prepayments you get in,

the more money you need to then make into new loans. And

~'we did these, varying them by the actual interest rates

on each loan ‘in your entire system. So you have some

4-percent loans. In one indenture we used, you know, a

’QOO—perceﬁt rate on those. You have some 5-percent loans

in another indenture. Wherever they were, this model

contains all, what is it, 30,000 loans?

MR. GILBERTSON: Yeah, just under 30,000.
73
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MR. SLATER: 30,000 locans. And so we sort them

and say, all right, let's assume different prepayment

speeds on different loans. So that's sort of what these
management runs do.

And we then looked under in these three cases.
And then we looked at two other layers, which really
creates six possibilities. What if we're at maximum
spread, the maximum spread we're permitted by the IRS,
which is a 1 and an eighth spread between bonds and loans
for single family or 1 and a helf for multifamily? And
what if you're constrained, as we've been in recent
years, by rate compression in the market? You can't
quite get all that way. And sc we set that level, for
éxample, at 90 basis points on single fémftly, again based .
on recent experiencé. |

So we set -- and so this limited spread or
reduced spread is sort of the case that is mainly shoWn
in the charts we're going to gc through because it's the
tougher case. Obviously it will be a little bit better
if we can get more spread, and we've shown those results
too. But we wanted to do this under each of these
analyses and under not making any assumptions that things
will suddenly get better. Questions?

And this is what happens, generally speaking,

which is you can see the base case all these, you know,
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is in the middle. And if you have rising rates and low
prepayments, you'll have a lot more loans outstanding,
and so your balance sheet will be bigger. If you have
rates drop and you have very high prepayments, you'll
have fewer loans and bonds, so the balance sheet will be
smaller. And we've tried to then figure out within each
case how doés that case work. And you can't -- and the
cases aren't your chbiée, so it's just a question of how
do you work under each of them.

This is in the base case. It shows what's
happening to the size of the single-family indenture, the
multifamily bonds, and the general fund, how much assets

is in each of these so you get a flavor of how that's

.changing the Agency. The composition isn't changing very

much. Mainly it's growing within the five-year period.
We then looked at what is the impact -- this is

maybe the first interesting chart from the work. What is

‘the impact on fund balances on your net worth? And the

fund balances, some were in the indenture, some were in

. 'the general fund, but we integratéd this for the Agency

és‘a whole,"which is also the way the rating agencies
view it. And it's your total net worth.

And you can see that in all these cases, total
fund balances ére about avbillion 145 today, July 1st.

And they increase depending on, you know, which case
75
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you're in. And so they show growth, but at a more modest
level than they have over the last six years. So it's
still a positive, and when you compare it to total assets
or total liabilities, the fund balances are quite heaithy
and they're good under all these different cases.

So in terms of growth of net worth, I think the
news is quite good, you know, within this. And this is
doing this with reduced spread and all of the other
constraints that are on the Agency.

And we have -- do you have the charts?

MR. GILEERTSON: 1In a separate handout, there's
some --

MR. SLATER: There's a couple of charts that
didn't make it cnto theAslide show. There's one showing
howﬁthe total fund balances change, if yoﬁ'want to see it
visually, it may be a little easier, in the difference
cases. They're highest in the base case because you
don'tvhave -- that's sort of the perfect case, in effect,
for you, right in the middle. Look what happens. We
then showed the growth rate in fund balances, and you can
see it leveling off or getting a little lower.

MR. GILBERTSON: Everybody finding those charts?
These are the third and fourth in the second package.

MR. SLATER: Questions at this point about fund

balances or any of the ideas on planning out?
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We then said what's the impact on the general
fund, which is, you know, the key thing you're relying
on. The general fund, you know, roughly doubled in the
last six years. It's likely again to increase
substantially, and it becomes a larger share of your net
worth, and it becomes a larger share of assets and
liabilities. Again, this is, you know, positive. It's
also under these different cases. So at these levels,
again, this is a positive.

We then looked at the operating account. It's
actually the bperating account, I guess, within the
operating fund, which is the key cash outcome. It
provides your most direct liquidity. And that also
grows. That grows significantly and remains about the
same percent of the general fund an;Ait remains about the
séme percent of total liabilities that it was before.

MR. GILBERTSON: Let me just interject one thing

" on the operating fund. When we ran these scenarios, the
 excess earnings from our indentures were flowed through

' to the opefating fund, so that's really the collection of

the liquidity, one of the primary areas that we have

‘liquidity.

MR. SLATER: Right. And then we've modeled in,
you . know, making new HAT loans and what happens to the

recycling of those in each of the different components
77
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and how does that affect the operating fund. So there's

sort of a waterfall within the system to see the ins and .
outs of the operating account and alsoc paying the -- from

that operating account paying the annual costs of the

Agency.

We then -- so that was the end of -- maybe I
should go back. So that was the end of the first cut of
what is the impact of new production on you, on your
balance sheet and each of the components in net worth.

The next piece of this analysis was to say where
does th;s put us five years from now when the rating
agencies ask us to do the same tests again on these
indentures. We'll have done five years of more bonds

with interest rate swaps and these kinds of risks, more

- of these loans, the.interegt—only loans, all the new

things we're doing. 'How do6 those indentures look? Will
they have a hard time at thaﬁ point? Will we have cash
flow problems we need to worry about?

And the way we did that is we looked at five

years of new bond issues and production. We took the

most difficult of the management runs to work from to see

what the consequences were, assumed that happens over
five years, and then said and now we'll take the most
difficult rating agency run, which turns out to be the

same one, more extreme, starting five years from now.
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Sort of like we layered on the most difficult of our
expected cases and then the extreme case five years from
now. And they passed fine at that point, our ability to
have that out there.

And the reason -- we spent much of the weekend
going back and forth to see this -~ is that with five
years of these management runs as opposed to the extreme
stresses, we‘fe‘building up stronger fund balances, you
know, within these indentures that allow you to sustain
those risks five years from now. Again, this assumes
there are no real estate. losses during those five years,
which is going to be the next pie;e we're going to look
at. So égain, that's good néws in terms. of meéting cash
flows tests going out into the future.

‘We're now to the -- I'd say the meat 5& this
Qork, wﬁich is what are the risk exposufes‘thét we
haven't yet analyzed in the models we've done so far,

which is interest rate risk, prepayment riék, swap basis

' risk between.different rates on your swap and your bonds,

‘tax risk if the tax law changes, all the other models

fhat are used for that, all the sort of financial models.
And we then said, okay, now let's look at the risk
exposure bf the Agency and how that's viewed by the
rating agencies and how you may want to view it.

‘The first thing that's important to say is the
79
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rating agencies treat you and model you in a different
way, in our experience, than they do anybody else,
including other large agencies. In Virginia, for
example, real estate losses are -- have to be modeled
within each indenture, and you have to show how you meet
that. And they Have other sets of issues for each
agency. Here, I think, because of things that are unique
to California, they've taken a much more overall approach
in which they make certain the indentures work. They
then say let's look at the Agency as a whole, its total
fund balances, and its ability to sustain all the
different kinds of things that it's doing. So they take
a global view, partly because you're significantly
larger. Partly, I think, becauée your real estate
experience énd the scale of the California economyﬁis
diffefent,‘partly maybe because of the complexity of the
Agency and, you know, a certaln reliance on things that
you've done, and a history of having been a very strong
and strongly performing agency.

So this global approach is how, you know, we then
looked at it. 1In effect what we're doing is putting on
their eyes. And you may, at some point as we go forward,
say, oh, my God, they're nuts, but this is the eyes they
currently have on.

So Moody's does not have a detailed quantitative

B
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approach to this and frankly is between rating analysts
and, you know, doesn't have a clear method for this. S&P
has proven to be the more difficult in each of the other
state agencies we've done. They have a much more defined
definitive way of sort of going -- mathematical way of
going through this and so we've w%;ked through it through
their system. And I think if you can meet theirs, we
will meet Mbody's.

So we've tested the indentures. We've looked at
ydﬁr fund balances. Their next step is they assign real
estate loss exposure to all the different kinds. of loans
yoﬁ make, different exposures for different kinds of
léans under Depression era loss assumptibns, which will
be astonishing.. They then compare that exposure,
X-hundred million dgllars of exposure, you know} a.
billion doll;rs of fund balances net worth, how much
comfort is there in that that gives them a feeling of
comfort of how much financial flexibility do you have as
an agency. This isn't an exact model of liquidity, but

it gives an overview of your ability to make choices, to

deal with unexpected problems, what happens if suddenly

things happen that nobody had counted on, what's your
ability to maneuver, in effect. And so this is sort of
the critical analysis.

Now, this is going to be hard to read, but these
81
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next two pages, fortunately or unfortunately, are really
the heart of the story. And I'll try and walk through
them step by step. It may be easier —-- you each have the
printout, so it may be easier to read there with that.

The way the rating agencies look at real estate
risk is they make assumptions -- let's deal with single
family first. And these are assumptions that you've
always had. Nothing has changed in these assumptions.
This is how they did it a year ago, how they did it five
years ago. As we get into new areas, I think we may
expect to negotiate with them over some of these that
seem Draconian now that they may impact us. And we've
been spcceésful in that with other égencies. But
this is just the‘starting point.

So they look at FHA‘loans.‘“They assume there's a
2-percent loss to you as the holder of those loans, if
they go to foreclosure and you lose insurance proceeds
and there are costs involved. This is sort of a standard
number they use across the country. As long as your
portfolio in.the past, you know, 78 percent -- in the
past it was even higher, like 84-percent FFA. That's a
very thin haircut, not a big.impact from the scale of the
Agency. I mean, you have $3 and a half billion of these

loans. - The FHA loans have $55 million of risk exposure.

It's pretty small.
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The CaHLIF, I suppose I'm supposed to say =--

MR. GILBERTSON: Insurance fund.

MR. SLATER: Insurance fund loans, which are
growing, they have given a haircut, which we haven't had
real discussion with them about, but which I think are
important, a much higher haircut of assumed loss
exposure. This is aside from the pledge you've made
within the insurance fund. This is sort of a loss to the
Agency. This seems well overstated to us, but they
assign a 6-and-a-half-percent loss on those loans.

On the interest-only loans, which they've never
dealt with and this is sort of their seat-of-the-pants

approach, is they're aséuming 1 percent higher loss

~exposure than on the other privately insured loans, so

7 and a half, not much difference. And there are other
loans and old indentures that ﬁhey've kept at 3. On
average this happens to turn out to be 3 percent today,

but this is dynamic. It will change as the mix of loans

changes. * 'So-in effect, as you add on more single-family

production, you're adding on a certain level of risk
exposure from their point of view. In the past, about

3 percent of that, that they would say, well, we want to

"~ . make. . certain you have enough fund balances to cover that.

There's been a reserve for earthquake

self—inSufance, primarily for condominium projects. This
83
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is a GO pledge to the home mortgage revenue bond which

basically is simply you do the cash flows once a year. ‘

You have some bonds you've done and you haven't yet
integrated them into the cash flow so at any given point
in time, you need to be able to say we can meet a test on
the ones we haven't yet proven to you. So that's sort of
like an interim step.

And then here's a big -- I'm sorry, then the
second mortgage down payment assistance loans, frankly
they've gone back and forth in different parts of their
analyses as to whether they assume you lose dollar for
dollar on those loans or you lose 50 cents on a dollar.
In fact, your performance has been excellent on these

loans. We've assumed where they would be was 50 percent

on those. 1It's ha;&; just given the nature of those
loans, to havé them'assign_any level other than that, no
matter what your experience has been.

The last one, this is a new one, is residential
development construction loans. We believe this would be

a new program for you. We believe on experience

~ elsewhere that it will be very hard for that be other

than assuming you lose dollar for dollar on every one of
those loans. And it may sound crazy, but we're now
working for Massachusetts on a program they've had that's

been making single-family construction loans for the last
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11 years, and we're doing a presentation to the rating
and we're actually working on this right now. They've
never had a single dollar of loss. They have, I think,
very good underwriting techniques, things, you know,
we'll talk about with the Agency and methods they've
used. I don't think we're going to get below dollar for
dollar with them. We might, and that's after 11 years'
experience, so, this is a consequence of this kind of
program. I'm not saying you will lose any of this money,
but this is ‘an assumption by the rating agencies.

With respect to permanent multifamily loans,
thése are a mix of various types based on some are
Séction 8, which have lQW risk. Some are risk sharing

where you're sharing half the risk, some are uninsured
) ) \

R

;whére you have more risk, the average is about 10 and a

half percent.
The HAT mortgages, again a 5C-percent assumption.
The next one is the operating reserve.

MR. GILBERTSON: That's sométhing that's in the

".business plan every year that we set aside $3 million to
‘help with any portfolio issues on multifamily. And

oftentimes Margaret Alvarez as a manager will utilize

that, different projects, related purposes.
‘MR." SLATER: Here, the single biggest number on

this;chart is multifamily construction loans, which they
85
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make an assumption as they made when we started

negotiating with them in Virginia that every one of these .

loans goes into default and you lose every dollar on
every loan. Virginia had a history of $2 billion of
these and not a dollar lost. And we eventually
negotiated down to about 37-and-a-half-percent risk
exposure with them on that, so I think there's room to
move within the system based on length of experience.
There's the line of credit pledged to the
insurance fund. We've assigned, you know, sort of small
numbers to Agnews and tax increment because frankly we
haven't had discussioris on it. I made this up, sort of
being similar to the multifamily portfolio, but I think

this is in the universe.

And they then, as you put aApledge“of your GO on
debt service, on your multifamily tfanéactions, they‘
reqpire you to assume one yearfs annual debt service and
assume you lose that, sort of like extra liquidity, but
it's sort of a loss. As we did this model, we decided it
was beyond stupidity to assign that on loans that we were
already taking a hundred-percent loss, so we only used it
on the portion of the GO bonds where you weren't at a
hundred-percent loss. We think we'll win that argument.
Maybe that's an extreme position to take.

MS. PARKER: Have we not done that in the past?

N
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When we've done that analysis, have we not —-- have they
done it?

MR. SLATER: I think they've done it in a very
simple way.

MR. GILBERTSON: Yes.

MR. SLATER: And we've now excluded it because,
as you see, we're starting to get to --

MS. PARKER: That's what I'm saying. So they --

" when they've done their analysis, they have essentially

included tha%t extra year's worth including those areas
where they presumed a hundred-percent loss.

Mﬁ. GILBERTSON: Right. éo they're assuming that
we're losing the dollar more than one timé.

MR. SLATER:. But the amount of this exposurs is
growing dramatically, even with or without that.

MR. GILBERTSON: I think the other thing that's
impbrtant.to point out is if you look at the historical
humbers, that the total credit adjustments at the bottom
of tHe page was significantly below the Agency's fund
balahce. So looking at this, we certainly looked at it

and worked with the rating agencies on this. I think

‘what Gene is going to point out as we flip the page, it

continues to grow and becomes a much great percentage of

the overall fund balance of the agency.

MR. SLATER: But just looking at the bottom of
87
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the page, you can see in 1999 you had $280 million of

exposure as they measured it. In 2004, you had
709 million; in 2005, 841 million.

And so let's now go to the‘next page. This is
the future. So we've taken --

MS. GALANTE: What are these little numbers?

MR. SLATER: They're footnotes from the prior
page.

MS. GALANTE: Oh, okay.

MR. SLATER: They maybe méy not show up on the
slides.

MR. GILBERTSON: Oh, the footnotes appear to have

been drcpped. -

MS. GALANTE: Okay. . .
MR. SLATER: They're pretty minor. I think

they're basically saying the same things I just described

about some of the assumptions. And they're not shown

here. We were trying to scale this up so at least it

would be readable, but they're not significant.
Okay. Going forward. So the left-hand part is

just where you are today. And the middle is under the

base case, what happens -- and we've done this under‘all

cases, but under the base case, what happens to your

exposure and what changes within it, layering on the new

production and particularly the types of new production .
88
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you're doing. So this is sort of really what is the
impact on risk exposure of changing what we decide to do.
This is how it is looked at from a rating agency point of
view.

Within single family, a couple of things are
happening. The total amount in the base case would be --
of loans outstanding, would grow significantly, it's
assumed, in the base case. In part, your number today is
quite 'low because you had over a billion dollars, a

billion and a half dollars of prepayments over tWwo years

" that shrank your portfolio from 5 billion to 3 and a

half. Now it's grown -- this assumption is it's growing
agéin. So that alone increases risk exposure just byvthe
sizé'bf the portfolio.

Then we made,assumptions and -- about what is the
mix of loans five years from now. Obviousiy this is
baéed -~ this is actually the percentages that were

assumed in the business plan of new production. The mix

. may*be different. You're running at the moment

25-percent interest-only, not 15. On the other hand, we

have old loans already sitting around there. FHA may be

léwer than 45 of new production, but we have again old

loans, so this is a guess as to where things might look
five years from now from the mix of loans.

And you can see what the risk exposure is and
89
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where the changes are. So the FHA changes very slightly.
There's a significant increase, from 50 million to

178 million, on the 30-year insurance fund loans. And
there's risk exposufe on the interest-only loans. So the
total risk exposure on single family in their model would
go from 111 million to $320 million.

CHAIRPERSON COURSON: Gene, I think you said when
we went through this on the previous page that it was
your -- in your opinion, the loss ratio of 6 and a half
percent, I guess, maybe falling onto tﬁat the 7 and a

half percent for the interest-oniy loans, and our case

was higher than you had seen on other HFAs?

MR. SLATER: No, I'm not sure.there's anybody in
an exactly analog, but I think it's something that just%
from my kndwledge of the program i1s something we'ought to
be able to work with them on. ‘Iydon't think they;ve ever
taken a systematic view of that assumption or really been
pushed on it.

CHAIRPERSON COURSON: Have other HFAs tried that?

MR. SLATER: I'm not sure anybody has exactly

the same insurance you do.

MR. GILBERTSON: But Mass Housing has an
insurance fund and certainly I don't know if they've done
this. I think one of the outcomes of where we are today

is that I would hope that we look at our single-family
90




10

11

‘_12.

13

“}14;

15

16

1

18

19 -

20
21
22

23

24

25

91

portfolio in much more detail. And I think we can
include loan to value. I think they will give us the
benefit of looking at FICO scores in certain cases, all
which will help further reduce the credit charge for the
single-family program.

MS. PARKER: I think that's going to be really
imbortant for us to do that, because we talked about this

when we were doing our business plan, if you look at

‘where we weré even a year or a couple years ago, the

portion of our portfolio that were FHA loans. And we're
just like probably other HFAs across the nation as far as

lenders, that ‘FHA business has significantly dropped.

'Ard so that's going to be more of -- that percentagé

impaét iS}going to be a greatergone to ug in the future.

| MR. SLATER: Right. To-give youva flavor, if we
got this reduced by a third, I would think‘that would be
pretty good. I don't expect it be dropped -- you know,
tc drop by two thirds and to be --

- CHAIRPERSON COURSON: My concern 1is just seeing

-+and looking at particularly in the current administration

the coming three years with the FHA, which sort of is a
melting ‘ice cube in my own personal opinion. That

number, 45 percent, may be generous, and that's pretty

.~dramatic because those loans go someplace else, i.e.,

into a 6~and-a-half-percent loss weighting.
91



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

92

The other quest;on I would have is in making that
argument, obviously we have a partner in Genworth in our .
insurance fund and so on. And.I don't know what their
loss experience is, but, I mean, as we buttress our
arguments, they have a pretty broad base of data and loss
experience and so on and do a substantial amount of work
with other HFAs, so they have another avenue to -- as
another third‘party to buttress our --

MR. SLATER: We did a parallel process in
Virginia and, agair, reduced it. It wasn't the -- I just
don't want to quote exact numbers, because it wasn't
exactly.the same kinds of insurance, but this has an

impact. And there are. other ways, you know, one may able

to design these loans or to off-load some of the risk. .
We'll get to that, but I'm just séying just as 1is, you
know, first cut. |

MR. GILBERTSON: Just one other comment on that,
I think there's a little bit of a double -- double hit
here. We've pledged a hundred million dollars to
backstop our insurance fund. Our insurance fund is
insu:ing primarily agency loan product today, so they're
hitting our ;oan side and then they're also picking up
the full hﬁndred—million—dollar pledge.

'CHAIRPERSON COURSON: Right.

MR. SLATER: Right. And so there may be a way of .
‘ 92
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combining those two into a single number and getting to a
lower combined total. I think that's a major piece of
work in negotiations and preparing for that.

The earthquake insurance we simply assumed an
increasing number based on experience of how the
portfolio is condominiums.

MR. GILBERTSON: And it's a little conservative.

We're realizing a lot of condominium-related properties

" in our single—family program today and making loans on

those, but weiwanted to show that there was an increase
and our continued commitment to the rating agencies to
set 1 percent aside for hazard type_loss, natural
disaster, earthquake or flood.

) MR. SLATER: The GO pledge, we just, showed it
growing proportionately by the outstanding'amount of that
indenture aﬁ the time. Second mortgage, DPA loans,
remain actually pretty constant to where they are. The

residential development construction, I see it's not or

- the right-hand column, but it is in the number, but it's

$120 million, assuming dollar for dollar exposure. Then
you have loans outstanding for two years. Multifamily

loans excluding new construction, it's interesting the

" total ‘dollar amount of these loans remains pretty steady.

.You're making new loans, but you also have a large, a

much larger older portfolio that's prepaying somewhat,
93
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and so these -- the projection remained about the same

level.

The HAT balances increased significantly under
the business plan, so therefore the amount of additional
exposure goes up. Multifamily construction loans is
presumed to be a little lower at a given moment than it
is today. And so there the exposure would be a little
less, but it's still a dollar for dollar exposure.’

CHAIRPERSON COURSON: And what's the basis for
that assumption?

MR. SLATER: The dollar for dollar?

CHAIRPERSON COURSON: No, the -- it will be

lower..

MRﬁ GILBERTSON: }We assumed a two-year, 24-month
average life of the construction loan and I think in the
out years of the busines; plan the production level was
$180 million per year. We simply doubled it and then
divided by half again.

MR. SLATER: Same assumed line of credit for the
insurance fund. Partly -- we didn't increase that partly
because‘there just seems to be a lot of excess in that
curreﬁtly in terms of the book of business, so you can
grow a lot of the insured loans without assuming we touch
that.

We put in Agnews and tax increment. And we
. ®
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assumed, and here's a significant impact, this is a very
significant impact, is as you do more bonds that are
backed by the GO pledge, you're adding to this maximum
annual debt service pledge. And so every time you do
that, it does have an impact on your risk exposure from a
rating agency point of view.

Again, I'm not saying any of this is the actual
losses anybody will encounter or what anybody would
reserve against. This is a rating agency view of life.

Queétions?

MS. GALANTE: I'm sorry, then do we -- do we look
at various points in time? If you take 7/1/05 and you
go down all these numbers and -- |

MR. SLATER: Yes. . s

MS. GALANTE: -- look at what our actuai>loss
ratios aré on all those itéms?

MR; SLATER: What the éctual losées have been?

MR. GILBERTSON: Oh, they're far, far less than

- that, Carol. 1In single family, the indentures have not

incurred losses, okay. Our insurance fund that is
insuring some of the loans has incurred losses
histdricaliy, but they have histdrically nil as far as

losses to our single-family indentures. It's just

. showing these are Depression era scenarios. These are

very, very extreme.
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MR. SLATER: You know, if you're the rating
agency, you could argue, you know, we're at the end of a
five~year runup in which everything got solved, you know.
Nobody ever had a loss. But that's not necessarily true
of the next five years.

CHAIRPERSON COURSON: It might be interesting at
our next board meeting, June 30 being our year-end,
fiscal year-end, to take the actual '05 fiscal year
losses and sort of lay them down next to perhaps this '05
maximum exposure, rating maximum exposure, just so the
board could see actuals versus projected doomsday
scenarios by the rating agencies.

| MR. GILBERTSON: I gueés I would ask just for
clarifica$ion for us to proceed on that staff agsignment,
wduld it bé the accounting type of losses,~ which is
léﬁking at the potential loss because of aelinqqency
status? I know when you start this analysis with S & P,
you back out all of the accounting-based losses.

CHAIRPERSON COURSON: I was just talking about
actual losées.

MR. GILBERTSON:’ And I don't know that there have
been any in this fiscal year.‘ Zero.

MS. PARKER: I think that's --

CHAIRPERSON COURSON: Okay.

MR. GILBERTSON: It will be a short report.
f o
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CHATIRPERSON COURSON: Thank you for that report.
The answer is zero. Forget what I said.

MR. SLATER: Go to the next page. This is simply
a summary of the prior pages just showing by component,
by program, how this would be viewed and where the
changes are. So you can see the changes going down. Or
going across, you can see for each program what's
happening to it.

And again, I think the way to think about this is
as —-- we'll come back to it -- is as a budget, in effect.
When you wind up with the rating agencies, given the
amount. of risk exposure they will assign. And'the
QUestion"is as ybu plén'préduction, as you dc¢ various

things in each program, you,can budget how much risk

' éxposure are we taking on when we do that. That's one of

the benefits of having this model.

The key factors, I think we've hit on all these.
The one I didn't mention was it's assumed that more of
your muItifamily loans, you're uninsured. You're not
makihgrSectioh 8 ones, and it's assumed that there's a
smaller percentage of risk-sharing loans going forward
than have been in the past. If you change that, again,

offloading risk has impacts. So I think we've hit all of

" these highlights as being what's driving this.

Here's probably the most important page. This
97
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shows what happens in how S&P views the world. They take
your total fund balances. They do this, they're calling ‘
it a credit adjustment. It's not exactly real estate
risk exposure because it takes the GO pledge and the
insurance fund pledge and stuff, but they're credit
adjustments. They subtract that. Like in 1999, you had
679 million. The credit adjustment was 281 million, so
you had 398 million of available capitali And your total
debt was‘5—billion—380, so you had fund balances even
after subtracting risk, from their point of view, of
7 and a half percent.

In 2004, the c;edit adjustment, fund balances

grew, but so did the credit adjustment. Available

debt increased, so you went down to 4.9 percent.
This year, again, modest changes, but the

available capital -- this is, I think, the multifamily

- construction loans are probably are the -- and the change

in the GO pledge are the biggest impact in the last year.
So your available capital -- even though your total
capital remained about the same, your total capital went

down. And then your debt outstanding also went down, I

guess with prepayments and stuff, but you're still at 4

and a half percent.

What we've heard, I think -- we haven't had a
. @
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sophisticated discussion with them, but S&P has been
happy because you've been -- as they put it, you've been
above 4 percent and so they haven't had to think about
this or, you know, argue about anything or take a
detailed look at anything. They've used 4 percent as
sort ofva magic number, not saying that if you dropped to
3.9 percént your rating will be imperiled, but that's
sort of been their, "Oh, we don't have to think about
Caiifornia. You're okay."

MR. GILBERTSON: If you sustain the 4 percent, I

think that was a parit: of their old top-tier designation

‘that they gave to state housing finance agencies. That

was one of the tests.

v . MR. SLATER: Okay. .We then --:

MS. PARKER: I just want-to interrupt,
particularly because we have so many board members who

are really telatively new. And, you know, I just want to

'pOinﬁ out because you look at where the ratios were in

1999 and where we are in 2004, and just to give people a
flavor of we are really a very different agency than we

were at that point in time. I think it was really about

‘this point in time that we started having this discussion

with ourselves about whether we're taking the appropriate
kinds of risk that we should be taking, given the

affordable housing crisis in California.
99
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And at the time that we were -- we were doing
probably $800 million of single-family loans. The
majority of them were pretty much FHA, pretty -- pretty

vanilla. We weren't really doing much of any down

payment assistance at all at that point in time. We were

doing maybe $150 million of multifamily, certainly no
construction lending, no HELP funding, none of those
kinds of things.

And if you now look over in 2004, 2005, what we
are dealing with is significant amount of down payment

assistance, construction lending going forward not only

cn the multifamily side but the single-family side, and

. more use of creative programs with our housing assistance

trust. And so thﬁre's - 1999 and 2004, I think we are

apples and.oranges as an agency. I mean, is that a fair

assessmenﬁé | |
MR. SLATER: Ch, absolutely. Absolutely. I

think you've done extremely positive things with the

- agency, not just over the last five years, but over the

last seven or eight, which have shifted this. And I
think you have done this in positive ways and have done
this in safe ways. And frankly, if anything, my

conclusion from having done the analysis is I was more

.concerned about all the interest rate risk exposure on

the interest rate swaps on the single family before we
' o @
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began the analysis, just to see how did they all play out
when you actually modeled in, you know, future recycling.
The fact that fhey passed all the stress tests from my
point of view was very healthy. You've done this in an
environment which has been incredibly difficult. You've
done it -- unlike other agencies, which have cut back
production over the last five years, you've maintained or
increased production in the face of rate compression, and
yoﬁﬁve figured out ways to do that. But all the things
that‘you're doing ultimately affect the additional things
you can do in the future, and the question is how much of
them you can-do, I think is the question.

Carol.

MS. GALANTE: And I may be getting to where

you're going with the bottom line here, because all of

this is based on -- I appreciate what Terri was just
saying, and I probably was onerf those people beating on
the Agency a while back to -- to be doing more. And now

the question is you're basing all this analysis, though,

" ‘on the S&P methodology, which is.Dépressién era driven,
:ahd‘I'm not sophisticated enough to understand when we --
you ‘know, if we want to be in a place where based on S&P
4méthbdology we're well below 4 aﬁd’a half percent because

v'lWG-want‘to keep on doing all these innovative things and

maybe even do more.
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What's the impact of that versus, again, if you

took the reality of 2005, you know, what the actual

available capital would be without the S&P credit
adjustments, you know, you'd obviously be in a -- have a
very rosier -- much rosier picture. So like how much do
we have to pay attention to this Depression era --

MR. SLATER: That's where I'm going.

MS. GALANTE: Okay.

MR. SLATER: No, that's the exact right question.
By the way, it makes it easier to see these in graph
form. There are three graphs. There's a total fund
balance and reserves versus total debt, which is the same

as -- the blue line is sort of what S&P would call the

available reserves. The yellow is what t.hey're assuming .
is the credit adjustment. So the two togéther are your

to£al fund balances. And they're‘comparihg that to the

level of debt outstanding.

MST GALANTE: What's the title on that?

MR. SLATER: ,It‘says total fund balances and
reserves versus total debt. And then there are three --
there are three: Declining rate, high prepayments, and
base case and low prepayments. So we looked at it under
each of the different managemept runs to see, you know,
where‘are the stresses? Where do the stresses come?

We then -- this next page here, we did the same
a o @
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thing at full spread to see how much difference did that

make if we're able to be at full spread. It improves

things

MS. PARKER: I would point out thatywhile we are
moving more in the direction of IOP loans than we are FHA
loans, one of the benefits is we are getting full
spread —-- closer to full spread than-we were in the past,
so.

MR: SLATER: Exactly. They're helping you get
back to that place. So if you're at full spread, the
situation improves somewhat because the fund balances are
higher. But you're dowq at these -- anyway, you down at
the -- you know, you're’a little ——'you're half a percent

higher, rodghly, in terms of available capital as a

'perpentVOf?debt. So that's obviously good, but it

doesn't take‘away the total issue by itself.

So now when, let me try, in effect, to go over the
summary of ‘this, which is -- and really try and address
Carol's quéétion, which I think is the heart of things.

I think»iﬁ-many ways where you are, are the consequences

of tremendous success, in high production despite the

‘interest rate compression, providing tremendous volume of
HAT and second mortgage loans, far more than other

 agenciés, in adapting and being forced to adapt to

tremendously changing lending markets, both interest rate
‘ 103
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competition in the single-family area, but also higher

home prices and FHA limits remaining the same and how do .
you manage those things. So that's been terrific. And
you provide innovative, popular programs. The IO program
is proving extremely popular. Your multifamily
construction lending program has been popular. I suspect
your residential development construction loan program
will be popular. So it's not a -- so those are the good
things that are giving you the opportunities to do more
of them.

Frcem the perspective of the indenture, I think
we've already, you know, made this point, that because of

the stress scenarios, you have limited capacity to

provide mor:ey to solve these other problems.  Fund

~balances are growing, but they're needed to cover real

estate risk. Liquidity is needed to fund your agency
operations, for your loan p;og:aﬁs, and a backstop for
you. And the two sources of liquidity are these two
items that are availeble. You have other liquid funds,
but they're pledged specifically to other purposes, like
to the insurance fund.

‘Okay. Over the next five years. Regardless of
these cases, which case, you assume, the assets and
liabilities are likely to inerease, on the base case

about 40 percent, somewhat more in the low prepayment .
00 @
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case. And you're likely to have continuing production
and new programs and probably programs that will be
different than these three yéérs from now.

The balance sheet impacts of this -- and here,
this has nothing to do with S&P's analysis yet, just
so -- it's, you know, pure numbers -- are the fund
balances grow. They're not growing as fast as the assets

and liabilities. The rate of return, if you will, isn't

- as great, .in part because YOu have a lot of deals that

weren't at full spread and the way things are invested.
Soithe funds balances grow and also, you know, a fair
amodnt?of'them;'even in the management runs, are being,
you'know;Aused to cover indenture, things you've taken
on. 5 ‘ . .
AThe‘general fund grows substantially, és does the

operating account. The indentures, under the management

ruhs, become stronger and can péss rating agency cash
‘flow tests in 2010, assuming no real estate losses. So

those: are, I think, healthy. Obviously, fund balance is

groWing'élower than the baiance’sheet, you know, would be

- the one thing to be concerned about there.

I think we've hit the points of why is this
happéning, why do you have more credit adjustment now.
Partly if'srchanges in the market, you know, that you're

simply reacting to, partly it's choicés that you make,
105
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both 'in the products you offer and how you offer them.

If you do multifamily loans risk sharing, half the risk
is taken by FHA. If you do it without, that -- all the
risk is taken by you. So that changes the credit mix.

So the choice of method has as much impact as, in some

ways, the product you offer.

Available capital may drop significantly.
Available capital as measured by —-- and here's really, I
think, the first part of the answer. Available capital
as measured by the rating agencies‘becomes the major
constraint on what you can do. I don't mean you have to
stay at the 4-percent level or that we can't reclassify
things .and get them to different places, but this will
now be the driving force that 9ffects choices coming up
in the future. You're-no.longer in a position of having
such enormous fund balances compared to credit exposure
that, you know -- that doesn't really matter what you do.
You can take on almost anything. You're now in a
situation where you have to make trade-offs and say what
are the impacts of each of the things we do. And if we
do more of this, does that mean less of that, or do we
have to do the other thing in a different way? So in
other words, you're more like other state agencies now.

So this becomes the major constraint. I think

that's the first message. From a liquidity point of .
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view, I would say, you know, liquidity is remaining
around 2 percent. It gets a little harder to maintain
that level as we go forward. Rating agencies haven't
raised this as an issue. It's cléarly becoming a smaller
share of your risk exposure, your interest rate risk
exposure. At the moment we don't necessarily see a
problem. As you get further out in the out years of the

business plan, if you do the modified business plan and

~oput 75 million more in down payment assistance loans,

that may, you know, start creating pressures, depending
on how :the rating agencies -- in the current view, it

wouldn't, but they may start viewing you somewhat

"differeﬁtly. And part of our job we see is trying to

anticipate the problems well in advance of when they may

occur so you can decide how you want to proceed toward

~them.

MR. GILBERTSON: Really, I think, to sum that all
up, the liquidity is we need to allocate our liquidity

for operating the Agency, fdnding, youAknow, special

" programs of the Agency, and holding something back for
‘those unforeseen financial risks that are imbedded in the

- financial strategies that we've used to deliver the

programs and products over the years.

MR.. SLATER: Implications, next steps. What we

‘had outlined at the very beginning is we didn't know what
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the issues would be -- was the ability to then work on

the issues to come out of this. And it's clear, while .
there may be some liguidity analysis stuff, the major

issues here -- I think we've done all the cash flow

analyses we want to do, at least at the moment, and

~filling the file cabinets, but we're going to meet with

the rating agencies, go through them in August. But I
think the real major issue will be how do we deal with
the risk exposure issues and the consequences within the
system.

And we've done this, you know -- we did this with
Virginia.; We've done this with other agencies. In fact,

when we started this with Virginia,. the entire agency

went negative, so it just gives you a sense of scale gvhen .

we starfed with the ;ating agencies. So I donft want to
make anybody too alarmed yet.

So negotiating loss‘assumption percentages with
them, and these seem to me the three areas where there
was the likeliest ability to change those.. It doesn't
mean we'reinot going to press on eacb Qf the points and
go throggh it, but these would be Qhere I think I would
start in terms of where the most impact may be, and there
may be thg most giveback by them. And again, I think
we're going to -- I think I can predict we will

dramatically improve where you are, but it won't cut this
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exposure in half even overall.

The second approach, and I think it probably
makes sense to do the first effort first while we're
starting to think about the second, is to say how could
we do the same things, not change our business plan, not
change our product mix, how could we do the same things
but takiné‘less risk exposure. I'm not saying you should
do it, but just so you have a menu of choices.

‘I mentioned about FHA risk sharing. This has a

big impact on Colorado and how we're thinking about

Colorado there. Multifamily construction loans, we had

"worked with Linn in.designing the loans to lender

program.‘ If you did more of loans to lenders and less

\.directly taking the risk, that loss ekposure would be

faf, far less. And it may not be QUite as attractive a
préduct to the borrower. It may be -- I remember the

discussions with Ken a few years ago, you were making a
lot of spreads, you know, by not doing loans to lendexrs.
It may be that as you now weigh this -- and part of the

whole purpose of the analysis is to let you weight

" this -- you can say what is the income benefit that's

’géihg to add to our fund balance and what is the risk

exposure we're taking on?
Not -—=- and you have to separate this out from

a -- as the Virginia people said, from sort of an
109
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intelligent view and a stupid view. From an intelligent
view, if you're not going to have any losses, and that .
was sort of their assumption going forward -- it seemed a
little too optimistic, but if you're not going to have
any losses, we should make all the money we can and we'll
have a bigger net worth. On the other hand, you have
this constraint. Even if it seems nuts and even if we
only make it half as nuts, you do have a constraint that
somebody‘is going to view you this way, the same way you
menticned about the GSEs. So somebody is going to look
at you from this perspective. If you're taking on
multifamily construqtion lending risk, no matter what,

they will view that as three or four times as risky as

So there maybe ways to>try and-off—load this. We
loqked at getting -- as we did with CalVets, who was
facing a much more severe problem four years ago. We got
backstopped pool insuraqce to sort of just -- against top
level of losses being beyond a certain level. We never
expect it, and we'll never, I expect,‘draw a single
dollar on that. We may be paying $5 million a year for
nothing, but it allows you to continue running a program.
And so those are, again, the kind of choices that you may

have, still aiming to the same business plan, but just

changing the methodology. .
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The next piece of this, and I guess I've alluded
to this, is evaluating within -- I think where this
really becomes useful is within each division, within
each program, the impacts of different product mixes and
production levels on income, on fund balance, on public
benefit, on risk exposure, because it will affect how

much you can do in the future. In effect, imagine you

‘said, you know, there's so much budget for risk exposure

or available capital for single-family program, how do
you want to use that over the next five years?

The interest only is quite interesting because
the differential S&P assigns to that, a 1 percent greater
loss, you're now charging -- and having plenty of demand,
charging six-tenths of a percent higher per year: So

from a present value point of view, you're four or five

times better making those loans than the straight insured

lbahs. So you wouldn't automatically say, oh, we want to
get rid of those. But that'S'precisely the kind of
trade-off you can make on each product.

Or how much are we making on the multifamily
construction loans versus a loan to lender? How many

extra public benefit is there? How much impact is there

on the cost of construction or on the affordability of

the product. The same will be true with residential

development construction loans. This provides, in
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effect, a system for thinking through those choices

rather than coming back five years from now and doing the
plan and saying, oh, my. Here's where we are. We did
all these things to have this impact. This allows you,
in effect, to make trade-offs continually and design
products taking this into account.

So this notion of program-by-program balancing
and trying to sort through doesn't mean some programs
don't need far more risk exposure than they can ever make
money. I mean, that's obviously, you know, the HAT
programs and second mortgage programs will never be in
that'case. But within each kiand of product, you can

choose and think‘creatively about what other choices we

have available. .

So what I would say is this is largely good néws.
It's anticipating a constraint and saying it allows you
to begin to design things taking into account that
constraint after we go through the effort of reducing the
constraint as much as ppssible.

I don't know if that answers your question,
Carol?

MS. GALANTE: Yeah, that helps a lot. Thank you.

MS. PARKER: I guess I would say in some respécts
when we've looked phrough this, I don't know whether we

should be patting ourselves on the back or whatever, but .
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before having had the benefit of this, you know, we, from
a staff standpoint, have really been having these
discussions internally as early as the beginning of this
year to try to essentially make some changes to our
business plan, almost kind of from a gut or intuitive
that we were sensing, you know, a concern about this.

And so, you know, I mean, I guess if you looked at if we
would have done our business plan at the beginning of

2005 more along the lines of what we did in .2004, I think

we would -- we would not be in as good as place as we
cculd ~- you know as we potentially could be going
forward.

MR. SLATER: One thought, also in answer to your

question, Carol, theré;probably -- if we get down below

'these levels, there are different ways we could have the

rating agencies view you. It could be more like other

agencies, rather than this sort of cushien. But there

are cthequénces that would flow. In other words, they

would then -- if they treated you as other people, they

woﬁld take the real estate losses within the indentures,

and we have to assume we incur Depression era losses over
thérnéxt three years. 1It's clear under the stress cases

they won't survive, and it will require advances of cash

from .the general fund, and there will be a liquidity

iséué:
113
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So there's -- it isn't like inherently arbitrary

compared to other people. You've gotten the benefit in .
many ways of having a much simpler approach with them.
I'm not sure it's not an easier approach for you, and I'm
not sure I would throw it away at the moment.

CHAIRPERSON COURSON: Laurie.

MS. WEIR: I have a question about what's the
kind of time frame that we're looking at with rating
agencies and the available capital as a percent of debt
going from the estimated 2005 at 4.5, and you said
4 percent is kind of that magic number, and the rating
agencies are really not going to question anything, to

the projected 2010 at much. lower levels. Do we know

where we're going to dip down below 4? Is it next year?

Is it the year after? Is this going to have an impact on

the rating of the Agency and the loan products that go
out from the Agency? 1Is the idea to address this
up—f;ont first so that we're always at or above 47
What's your thought going erward?

MR. GILBERTSON: I'll take a first cut at this
and maybe Gene can add on to this. Terri and I will be
yisiting the rating agencies the third week in August, I
believe it is. 1It's our annual visit. I think we have a
good story to tell them. It continues to be a good

story. I think there is uncertainty whether that '
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4-percent level is a magic number or not.

I would hope later this fall that we will get
into some of the details with Standard and Poors in
particular regarding some of these credit risks that
they've assigned and how they assign the percentages. I
think all of that will flesh out into a more thorough
discussion of how much capital we need to have set aside.

I don't believe it's going to have any impact on
the ratings. Again, we've gone out a full five years and
then you see that the numbers dip in below 4. We
certainly have some time to plan for it.

MS. PARKER: Bruce, another thing, I mean, we
have talked when we've goné to the rating agencies, and
frankly the rating agencies have:talked to us about
whether or nct we wanted ﬁo have,oqr‘rating increased.
And we have essentially said, well, we, you know, thanks
ahyway, but we really don't want to do that because to do
that would have meant increasing --

MR. GILBERTSON: Ties up more capital again, the
same thing we were talking about.

MS. PARKER: Yeah, increasing our reserves. And
we didn't want to do that. We didn't think it was worth
it. And it -certainly hasn't impacted us in the price of
our bonds in the marketplace, so that's one.

And I think what my sense of what we've had this
115
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information is is exactly, you know, when we want it so
we can have it from a decision-making going forward.
We're going to be challenging the rating agencies on
these percentages from that standpoint. And if nothing
else, I think we're going to follow some of our sister
state agencies that are doing the same sort of thing. I
think we have to do that.

But the other thing too that we have is in having
Gene do this study, bringing Tim in to have an actual
inside risk marager for our portfolio, we've already been
having discussions internally along the line of looking
at what is our cost and profitability by product centers,
so that as we go forwérd next year, my sense is that
we're going to be in a betteq\place to say whether or
not, you know, Jjeez, do we reaily want to do a
billion-two of home ownership’qr are we -- because of the
risk trade-offs from that or are we better/off from a;
public policy standpoint dealing 800,000 or a billion --
800 million‘or a billion and move that risk over so we
can, you know, do something more that benefits
multifamilies.

But looking at those things to be able to
actually have the information for this bocard to make
those kinds of strategic planning or policy allocation

issues that you have had to do in the paét, this body has
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had to do in the past, a little bit more kind of just on,
you know, a little bit of trust and faith that we would
make the resources happen. And now coming to a point in
time where we're going to be that much more diligent in
our managing of this.

CHAIRPERSON COURSON: I certainly consider this
a -- now a normal, ongoing work in progress that we
continue, having got this body of information and so on,
as we move forward and meet with the rating agencies,
that wé have the discussion about conversations there, as
we talk about different initiatives and so on. We've
jtst intrcduced, really, another very important fact and
set of facts that we can take a look aans a boarxd to

judQe¥aé épposed to, as Terri says, sort of intuitively

“know ahd think that this is the right thing to do. We've

th somethiing else.

Arid, frankly, as a board it's our job to be
looking up’four and five years in the future to make sure
that the mission that we're accomplishing‘today doesn't
imperil the mission that we should be accomplishing four
or five‘years from now. That's our role. And so this
ines us the ability to do that. And, frankly, in my
mind; and I think probably the other board member, it
raises our level of awareness to drill down and ask those

kinds of quéstions and make sure we've got some sense of
117
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comfort of the kind of things that we're talking about

doing. .

MR. SLATER: I'd say you're in a -- I don't think

there's anything imminent. I think you have two or three
years before, you know, push will come to shove, because
we'll reduce their percentages, you know. These things
happen gradually over time, and even assuming you didn't
do anything differently. But you have so many choices
available. 1In some ways to me starting out in this
position where you have the first cut of the analysis.
with S&P where they are, there's not a problem right now.
That wasn't true when we started in some of these other

states.

So 1 ghink, you know, there's gqu news here$as
well, but forecasting out, continuing to do precisely‘the
same ﬁhings in the same ways, yes, it's going to be an
issue. And so it gives you the chance to do each of
these ;hings. Some of the things I think we can start
doing before. There are certain decisions -- I mean, to
sort .of suggest a whole other way of thinking being it.

And I think what's most important is viewing this

~not as a, you know, one time you did this analysis, but

viewing this as an ongoing set of decisions that you use

this and incorporate and effect it in a sort of dynamic

way and say, gee, you know, if we lower production -- you .
' 118
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know, we can test that out, 800 million versus a billion
versus 1.2 billion, whatever to the level of spread.
Maybe our interest rate could be then 15 basis points
higher. That would put us in a different position.

We couldn't be issuing taxable bonds, for
example. This has been sort of one of my things, idea
fixed from the beginning. If you're doing a little less

production, nontaxable bonds, that may have an impact.

- Tim and I may disagree, but we can model that and say,

you know, what is the conéequence of doing that, you
know, on theAAgency, and we can find out.

CHAIRPERSON COURSON: Okay. -Other questions or
comments? Mr. Carey.

MR. CAREY: I just want to say this is egcellent,
and I thinkwthat-ﬁhat it does is gives us a tool not to.
dictate what we do but to assist us in directing thé
resources in the direction we want them to go,
ﬁnderstanding the long-term implicationé of it. And I
thihk it's an excellent process.

MS. PARKER: Well, it's a little bit -- you know,
it eliminates some of that crystal ball, you know, that
one has,; the leap of faith. I think what we're really

hoping with this is to able to give more information,

irecognizing there's always -- you can't get enough, but

-~ for decisionmaking purposes. And given that the
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challenges in California for affordable housing are only
going to continue to be greater, we're going to have to
really try to continue to be as best position as we
probably can to make a difference.

CHAIRPERSON COURSON: Bruce and Gene, I thank
you. I know you've toiled over this, particularly over
the last few days, to bring it to this point. And your
efforts were well worthwhile and certainly well received
by the board. And I think that this is just the type of
thing that we've done our educational things on, the type
of thing that the board -- clearly lets us understand our
fiduciary :esponsibilities here and be better guardians,
if you will, of the mission of the Agency today and as we
go forward. So I appreciate it Very%much, thank you.

MS. PARKER: Kudos, Géne, from the standpoint of
I know how difficult it was for many of the board members
the first presentation. I think we felt like we might
have lost é few of you, but I think today was just at

that right level of being able to understand the

.complexities of us and yet really be able to provide

education.
And, Carol, I'm really -- was very pleased about
your ability to come today because I knew this would be

so crucial for the new board members.

CHAIRPERSON COURSON: And I'm sorry that the .
‘ 120
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three members that aren't here couldn't be here, although
I'm quick to add that I don't think that you're being on
the agenda, Gene, drove them away from the board meeting.
I think there were other circumstances. But I'm
sorry they missed that. And it's important and we'll try
to make sure that they get the information and clearly up
to speed also.

MR. SLATER: I'm happy to do another thing just
for them, if that would be uséful.

CHAIRPERSON COURSON: Thank you.

--000--

Item 4. Resolution 05-28 (Woodland Terrace), continued

CHAIRPERSON COURSON: As we said we would do,
Mr. Augustine has now rejoined us some time ago. And at
the point in the projécts we wéreA—— had discussed and
had some qﬁestions on the Woodland Terrace project. And

if there are no additional questions or discussion of

‘that project, a motion would be in order.

MR. CAREY: 1I'd move adoption of resolution
05-28,Woodland Terrace.

CHAIRPERSON COURSON: Okay.

MS. WEIR: Second.

CHAIRPERSON COURSON: And a second by Ms. Weir.
Is there any further discussion, any discussion or

comments from the public?
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(No audible response.)
CHAIRPERSON COURSON: Let's call the roll. '
MS. OJIMA: Thank you.

Ms. Weir.

MS. WEIR: Yes.

MS. OJIMA: Mr. Carey.

MR. CAREY: Yes.

MS. OJIMA: Mr. Friedman.
MR. FRIEDMAN: Yes.

MS. OJIMA: Ms. Galante.
MS. GALANTE: Yes.

MS. OJIMA: Mr. Augustine.

MR. AUGUSTINE: Yes.

MS. OJIMA: Mr. Courson.

CHAIRPERSON COURSON: Yes.

-MS. OJIMA: Resolution 05-28 has been approved.

--00o0-- |
Item 5. Resolution 05-29 (Fairgrounds Family
Housing—-HACSC), continued

CHAIRPERSON COURSON: And the last project, which
was the -- a modification of the Fairgrounds Family
Housing project, if there aren't any additional questions
or comments from the board or the public, a motion there

would be in order.

MS. WEIR: Move approval.
' 122
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CHAIRPERSON COURSON: Ms. Weir.
MR. FRIEDMAN: Second.
CHAIRPERSON COURSON: And second by Mr. Friedman.
Let's call the roll.
MS. OJIMA: Ms. Weir.
MS. WEIR: Yes.
MS. OJIMA: Mr. Carey.
MR. CAREY: Yes.
MS. OJIMA: Mr. Friedman.
MR. FRIEDMAN: Yes.
MS. OJIMA: Ms. Galante.
MS. GALANTE: - Yes.
MS. OJIMA: Mr. Augustine.
MR. AUGUSTINE: Yes.
MS. OJIMA: Mr. Courson.
CHAIRPERSON COURSON: Yes.
MS. OJIMA: Resolution 05-29 has been approved.
CHAIRPERSON COURSON: Thank you.
--o00o--

Item 7. Reports

| CHAIRPERSON CQOURSON: You'll see in the board, in
the book, the reports, the normal reports we have on the

financing, the legislative activity, and then some

-comments on the website. The one thing that we do have,

and, Bruce, I would -- Bruce and I talked briefly. You
123
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have the financing reports, and Bruce, you want to just
briefly talk about the new issuance that --

MR. GILBERTSON: I think the only thing that I
was goiné to add regarding the financing reports that is
unique is there's two reports on new debt issuance. One
of those was for single-family programs. The bonds that
we issued in May was the first time we issued bonds for
our new interest-only program. It was a $50 million
component, so we did some unique structuring around that.
You heard a lot about prepayment speeds‘today. We --

first time out, we're quite conservetive with that. We

assumed that all of those loans would prepay at the end

of five years so we have the right to, you know,

terminate our related interest rate swaps at par at the

.end of five years.

We just executed some additionai interest rate
swap trades today for a proposed bond issuance that will
close at the end of July. It has a large component of
the bond proceeds to be utilized for the
interest-only-plus program, and so our knowledge and our
ability to structure for the interest-only program is
continuing to evolve.

I'd be happy to answer any questions if you have
them regarding any of the reports.

CHAIRPERSON COURSON: I thought it was important,
" 124
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sihce this was an initial issuance of this structure,
that we have Bruce talk about it.
--00o0--

Item 8. Discussion of other Board matters

CHAIRPERSON COURSON: Are there any other matters

to come before the board?
(No audible response.)
--o00o--
Item 9. Public testimony
-CHAIRPERSON COURSON: Any matters from the
public? | ’
(No audible response.)

.;CHAIRPERSON COURSON: Seeing none, our next
meefing is*in Burbank on September the 8th, and It will
adjourn. The meeting is adjcurned.

(The meeting concludedVat 12:27 p.m.)

--oCo--
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Hemet Estates Apartments
Hemet, Riverside County, CA
CalHFA # 05-013 A/S

SUMMARY

This is a Final Commitment request. Security for the loans will be an 80-unit family apartment
complex known as Hemet Estates Apartments, located at 1101 East Menlo Avenue, Hemet,
Cahfornla Hemet . Estates Affordable, L.P., (to be formed), whose managing general partners
are Hemet Estates Residential, LLC and Las Palmas Foundatlon a California nonproflt
corporation, will own the project.

: Hemet Estates Apartments is-an -existing portfolio Ioan currently owned by Hemet Estates
Limited. Partnership, :a California limited partnership, whose general partner is a real estate
investment trust known as Apartment Investment & Management Company (AIMCO). The
project.was constructed in. 1982 and will be an acqunsntlon/rehablhtatlon of an 80-unit, two-story,
garden style plus townhomes fam|ly apartment complex in Hemet The. progect is 100% Section
8 and the initial 20-year term of its. HAP contract plus two (2) addltlonal S-year renewals expires
on February 15, 2013 (

LOAN TERMS

Acquisition/Rehabilitation

o Flrst Mortgage R © $3,500,000
" nterestRate . . 5.11%, variable
. Term .. . 24 Months; mterest onIy
Flnancmg o ‘Tax-exempt
Second Mortgage* $1,100,000 ‘
Interest Rate 5.55% (blended rate)
. Term 8 year fixed, fully amortized
- Financing. $600,000 tax-exempt
R $500,000 taxable

- *At the ,time :of : permanent loan funding, this loan will . -remain |n place and will be |
subordinate to the’ CaIHFA’s Permanent First Mortgage

Permanent, | |
First Mortgage =~ " $3,500,000
|nterest Rate B 5.30%
S Term o ' ) 30 year fixed, fuIIy amortlzed
Fmancmg ' o Tax-exempt

8/23/05 1
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CalHFA acquisition/rehabilitation financing is subject to the assignment by the borrower of tax
credit equity and all rights . under non-CalHFA financing commitments. .

OTHER FINANCING

There is no other financing involved in this transaction

HOUSING ASSISTANCE PAYMENT (“HAP”) CONTRACT

The original HAP contract was executed on April 23, 1983, for a term of 20 years. The HAP
contract expired on February 15, 2003, and by its terms was extended for the first of two (2)
addltlonal 5-year terms (10 years total) "The contract is in the frrst 5-year renewa| period.
CalHFA is the Section 8 Contract Administrator.

Assignment.of the HAP contract to the Borrower, any required modification to the HAP contract,
and the general plan of financing, are all subject to the approval of the Department of Housing
and Urban Development (“*—IUD”)

CalHFA is currently seekmg approval from the Los Angeles HUD office recommencwng that the
existing 10-year HAP contract remain in ‘place with HUD." A response from HUD is still pending.
In addition, a transition réserve of $238,000 will be funded at permanent loan closmg
representing approximately 12months of debt service reserve towards any potentia! shortfall in
Section 8 funding. '

The borrower will be required to seek and accept any renewals of the project based Section 8
contract or other HUD sub<;|d|es v . E

This project is a post 1980 HAP contract with limited distribution to the project sponsor. The
existing residual receipts reserve along with the existing replacement and operatmg reserves
will be transferred with the property and ‘Hemet Estates Affordable, L.P upon ownership. In
addition, the project is subject to- a FAF Refundlng Agreement dated June 1, 1992. The Rental
Housing Construction Program (RHCP) contract is co-terminous with the original HAP contract
that will expire on February 15, 2013.

PROJECT DESCRIPTION
Project Location

o The DFOJeCt is located in the northeastern area of the crty of Hemet 20 mlles southeast of
the city of Riverside/Moreno Valley city limits, in Riverside County.

e Hemetis 13 miles east of Interstate 25, and 12 miles south of Interstate 10. The site is 0.75
miles north of Highway 74, also known as Florida Avenue, which is the major east/west
route through the region, and just 200 yards west of Highway 79 (San Jacinto Avenue),
which extends north 12+ miles to connect with Interstate 10.

e - Hemet is adjacent ‘o the city of San Jacinto. Banning is approximately 12 miles north and
Sun City is approximately 13 miles southwest. The Soboba Indian Reservation and San
Bernardino National Forest are to the east.
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o The site is located at 1101 E. Menlo Avenue, two lots west of Highway 79, adjoining the
San Jacinto city limits.

e Land uses in the site vicinity include single-family homes (southwest), vacant land (east,
west), cemetery (north), and an industrial building (south). ‘

o Proximity to off-site amenities is average/good for the area: A bus stop is within 0.11 miles;
grocery store, pharmacies and hospitals are within 0.75 miles.

Site

The site is a rectangular shape parcel and is 4.67 acres in size.
. o The site is zoned C-2. This is a.commercial land use zoning designation and_ is legally
. non-conforming.
e The project total:is 80: unlts or 17 units per.acre. The.subject property was developed in
- 1982 when this site was: zoned R-3.. This is less than the maximum allowed number of
. .units: at 117 units. for. this: site with C-2 zoning. Under-the revised general plan, these
-improvements could: be . rebuilt in their present configuration.if-damaged by fire or
-earthquake if .no;-more: than-.50% of.the .improvement :value is .damaged.and the
improvements were not vacant more than 180 days.
Ve The subject and surroundmg land uses. are consistent with the zoning of the area.

lmprovements

e This 80-unit project was built in 1982 and consists of fourteen 2-story buildings. The
basic structure is wood frame with stucco exterior. Access for all the units is through
exterior walkways. Exterior stairs and walkway decks provide access to the second fioor
one-bedroom units. The roofing on all the buildings is just over 10 years-old. " '

¢ The one- and two-bedroom units are flat style units. *The three bedroom units are

‘ townhome-configured units. “Each*unit has ‘a ‘garbage: drsposal cerhng fans, walk-ln
closets, and a patio or balcony with exterior storage closet. : i

e The common area amenltles mctude a communrty room with a kltchen Iaundry facrhty,
-and a leasing office. ~ "

e The project offers 172 uncovered, open parking spaces.

PHYSLIC’AL;NEED;S‘ ASSESSMENT / SCOPE OF WORK

~‘The project is-in average overall condition for a development of this type when compared
to other:developments of similar type and age in the City of Hemet and: surroundmg (
areas.

The scope of rehablhtatlon work totals $1,408; 000 or $18 500 per un|t and mcludes
Slte work $391 200 - walkways/asphalt repalr seal coat and restnplng ($95, 000)
wrought iron fencmg with. security gates and. automated entry’ system" ($92,800),
~"playground and- Iandscaplng ($42,500);" termite remediation ($42,000), community’ and
;laundry room: upgrades ($50 000) playground, signage, and miscellaneous. ($68 900)., .
Bulldlng ‘and- common  aréas, $291 200 - extenor pamtlng ($52 000) and ADA
compllance upgrades ($19 200) roof repair ($170 000) and rough carpentry’ (350, 000)
Mechanlcal systems, $125 905 — HVAC condenser replacement ($30 800) plumbmg
($68 ,065), and electrical work ($27 040)

“Residential ‘Units, $408,085 — dual pane windows ($319 275), cabinets ($77 990)
floonng ($8,320), and range hoods ($2,500 for 20 units).

; ‘.",“1
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e Work is scheduled to commence no later than January 2006 and be completed within 10
months after commencement.

Off-site improvements
e No off-site improvements and/or costs are required.
Relocation

e There is approximately $53,500 in relocation expense allocated for this project. Most of
the renovation will take place around the occupied units: The rehabilitation plan does
not assume invasive construction activity. However, specific interior unit renovation such
as window replacement, vinyl flooring, and cabinet replacement is going to take place on

- a building-by-building basis and is'scheduled to be completed within 3 days per building.
The residents will be offered a hotel -voucher-or cash-equivalent for inconvenience. The
Borrower will provide transportation and moving arrangements. In addition, these
temporary displaced residents shall be entitled to:compensation for all reasonable out of

. pocket expenses incurred in connection with temporary relocation.

The Borrower will conduct tenant orientation meetings prior to the purchase of the
property and before and during the rehabilitation pericd regarding the scope of work
timelines, and address any tenant issue or concerns regarding the project. ‘

MARKET -

Marke't Overview :

The: Frimary ‘M‘arket Area [PMA] includes Hemet and‘ the adjoining cityof-'»San Jacinto. PMA
boundaries extend approxrmately four miles from the subject property :

The det“ ned PMA compnses 98, 055 people in 39, 414 households per 2005 ESRI estimates.
The population is forecast by ESRI to increase.by nearly 20,000 people.. durrng the next five
years. The median household income for the PMA is far below the Riverside County median
(-37%), and nearly half (46%) of PMA residents have annual incomes below $25,000 (vs. 28%
countywide). Nearly one out of every. three households (31%);.in the PMA falls within the
. targeted income band for famrly LIHTC units rent- and income-restricted at 50% to 60% MAI.

HousrngSuggly and Demand

The ‘rental -stock- in - the..PMA is -primarily .comprised of 1970s. and 1980s-era 'garden-style
-product, with very. modest amounts of new muttr-famrly constructron Resrdentral burldrng permit
activity shows just 178 units in structures of 3+.units. permltted durrng the past 5.5 years (2000
through Apr|I 2005) representlng just 3% of all 6,010 units permrtted durmg that time frame.

. While for-sale housmg actrvrty has surged in Hemet/San Jacmto as development contrnues to
push out from central Rrversrde County, prrces have escalated rapldly as ‘well. The median
‘home sales price in:the’ San Jacinto Valley, at $308,750, per March 2005 data rose 31.2% in 15
months. [UCLA Anderson Forecast] Increasing home pnces have put upward pressure on the
Iocal rental market.
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Apartment rents in-the city of Hemet mcreased 4.3% during the 12-month period between First
Quarter 2004 and First Quarter, 2005 based on RealFacts audits covering 1,643 units in nine
market rate properties.

Occupancy rates for seven stabilized market rate properties within one mile of the subject
property average 98.6% in June 2005.

Just four family LIHTC projects have been built in the two cities, totaling 237 units. Against

projected demand for family LIHTC units at 50% and 60% MAI, the affordable supply is at less
than 20% penetration, with demand outstripping supply by a ratio of 6:1.

PROJECT FEASIBILITY -

Estimated Lease-up Period
~o~ The-project is currently 100%-leased and the proposed rehabilitation will not mterfere
with occupancy. : ‘
ENVIRONMENTAL
'Barr & Clark Enwronmental completed a Phase:l Envnronmental Assessment report on June 20,

2005. The report concludes that there are no adverse environmental- conditions that warrant
further investigation or remedial action.

SEISMIC

A sersmlc review. assessment was, performed by URS Corporatton on August 1,:2005. The
damaoe ratlo ‘met the Agency s seismic risk- cnterla and no further review. is. needed.

DEVELOPMENT TEAM
Borrower

Hemet Estates Affordable, L.P. (to be formed)

- e The non-profit. Managing-General Partner will be Las Paimas Foundation, located in
Carlsbad, California.
‘e The "co-general partner and sponsor/developer, Hemet Estates Residential LLC, a
.. subsidiary of Bentall Residential LLC (Bentall), will be an initial general partner in the LP.
. -Bentall-was founded:in 2002 in Irvine, California to acquire and manage affordable and
. market rate” multifamily housing in the United States. Bentall has over 20 years of
--experience - developing affordable quality rental housing. Bentall has developed 6
-senior/family-facilities .representing over 2,251 units, in San Jose, Oakland, and various
cities throughout Southern California.
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Bentall has developed projects with CalHFA including Baywood (77-unit, senior facility),
El Rancho Verde (700-unit, senior facility), Coronado Terrace (312-unit family facility),
Summercrest (372-unit, family and senior facility) and Vista Terrace Hills (262-unit,
family facility) N

Management Agent

The John Stewart Comgany

¢ The John Stewart Company will manage the property. The John Stewart Company was
founded in 1978 and provides management, development and-consulting services for
non-profit and private sector clients throughout California. The John Stewart Company
services approximately 200 housing developments representing 20,000 residential units
for low-income to extremely low-income persons. The John Stewart Company manages
various types of properties including senior communities, tax credit projects, HUD, and
Section 8 properties.

Archntect

Garv R. Collins and Assocaates (GRC+A)

e GRC+A. located in Costa Mesa, has provided planning and design services since 1976.
The Borrower has engaged GRC+A to assist them in project desngn renovation, and
construction management during the rehabilitation process. GRC+A has designed over
37 multifamily projects in Southern Callfornla mcludlng The Ronald McDonaId House |n :

Orange; California. .

Contractor

ICON Builders

e |CON Builders has been a general contractor since 1984. Their work includes primarily
multl-famlly, single family, government assisted (Low Income Housing and Tax Credit
assisted) and commercial properties. They specialize in all aspects of construction and
development in Arizona, California, Nevada and Washington state, representing over
15,000 units. -

8/23/05 6



133

Project: Hemet Estates :
Location: 1101 East Menlo Avenue . Developer:
City:. Hemet + ' Partner:
County: Riverside . Investor:
Zip Code: 92543-7910

. No. of Buildings:
Project Type: Rehabilitation No. of Stories:
Occupancy: Family - Residential Space
Total Units: 80 : Office Space
Style Units: - Townhomes & Flats * Commercial Space
Elevators: None - : c Gross Area
Total Parking ~ 172 Land Area

Covered ' 84 . ) B Units per acre

0

. Final Commitment

Bentall Residential

Yet to be determined

16 -
P2

72,876  sq.ft.

600 - sq. ft.

‘0 sq.ft

- 73476 -sq.ft.

203425 - sq.ft
7

Tax Credit Equity

:(foristtrirctien Valué&for} s o
Investment Value - $8, 250 000 [

A p p ra isa I )
Appralsal Date:  7/1/05

CalHFA First Mortgage N 83,500, 000 - 5.30%

. CaIHFA Bridge Loan ' . - $0 ' 0.00% ¢
CaIHFA 2nd Mortgage -$500,000 taxa(:‘unded at Acqwsmon) ’ $1,100,000 5.,5_5% &
Replacement Reserves : ) $106,547 ~0:00% C
Earned Surplus : o : $121,045 0.00% ¢
Source 4 oo - $0 (o
Source 5 s $0 - c
Source 6 meeden i ke §0 }
Source 7 - $0 :

Source 8 . $0
Source 9 - - $0
Source 10 $0 -
Source 11 . . . $0-
Source 12 ; : e : $0
Income from Operatlons o o $0 ,
Developer Contnbutlon Mezz Loan T . $0 :
Deferred Dev. Fee . ’ $416,638

- "$1,702:215

" §6.100,000 |

Juoanicost T 7% CapRate:  7.00% Perm Loan / Cost' 66%

Loan/Value . 56% i, : Perm Loan/VaIue . T5%
] HFA Fees and Reserve Re unre ents

CalHFA’Lr.;an'Fees <~ - Amount : Regulred Regmﬂ s - " Amount -
CalHFA Constriiction Loan Fee' "$46,000 N %0
CalHFA Permanent Loan Fees - --$17,500 - Replacement Resv Inmal Dep05|t " $80,000
" Other Fee *; : o Repl Reserve Per Unﬂ/ Per Yr n ,‘ v $350

. .Conetrnc jon Loan - Guarantees'and Fees: CalHFA Operatmg Expense: Reserve © $79.413
Completion Guarantee Fee e %0 Rent Up Reserve ) $0
Contractors- Performance/Payme $1,455,408 Other Reserve . %0
s R S Transmon Operatmg Reserve ' '$238,000

" Date: . - 812412005 ‘ s Semor Staff Date:  8/23/2005°
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Units Unit Type - - Baths Sq. Ft
16t "1 Bedroom Flat 1 665
44 2 Bedroom Flat 1 851
2 Bedroom Townhome 1.5
-2 Bedroom Townhome 2
- 20 3 Bedroom Townhome 1.75 1,209
‘ ) 4 Bedroom Townhome | 2.5
| - 80 -

60% | 80%

“Heo

16

0 Y I

ted Rents Compared to Average Market Rents .

Avg. Market
Rate Rents

Dbllars

“ 05-013-A/S
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5-013-A/S
-Final Commitment

Total-Development Sources

Construction Only Source 2 Total Sources’ | Sources
Construction Only Source 3 - of Funds ($) ‘per Unit %
CaythFA First Mortgage 3,500,000 " 3,500,000, 43,750 50%
CaIHFA 2nd Mortgage -$500,000 taxable 1,100,000 - 1,ﬁ00, 000 13,750 16%
Réplacement Reserves 106,547 1 06,547 1,332 2%
‘ ‘ 121,045 121,045 1,513 2%
- - - . - 0%
- - - . 0%
- - - - 0%
Source 7 - - - - 0%
iSource 8 - - - " - 0%
Source 9 - - - - 0%
Source 10 - - . - 0%
Source 11 - - - - 0%
Soiirce 12 - - - - 0%
Jincome from Operations : - - - B 0%
Developer Contribution - Mezz. Loanv"» - - : - - ) 0%
Deferred Developer Fée' ° 134,146 282,492 416,638 5208 | 6%
Tax Credit Equity - < 1,531,994 170,221 - 1,702,215 , 21278 | . 25%
Total Sources 6,493,732 3,952,713 6,946,445 86,831 = 100%
(Gap)/Surplus ’ - 0 ) L ) :
, y OV { Total Development Costs
. Construction Loan payoffs © 3,500,000 TotalUses | = Cost [ %
. . o s ' of Funds ($) perUnit |
ACQUISITIONY - : . L N
Lesser of Land Cost or Value 3,524,862 - 3.524,862 : 44 061 51%
Seller's Prepayment Penalty 175,138 - -.175,138.] 2,189 3%
Legal - Acquisition Related Fees 15,000 - 15,000 . . -.188) . 0%
Subtotal - Land Cost /- Value ~_ 3,715,000 - 23,715,000 i
" Existing Improvements:Value| - - ' i ) T 0%]
© . Oft-Site Improvements - - - - 0%
Other .- - s -} 0%
Total Acquisition 3,715,000 - :3,715,000f 46,438 - 53%} '
b REHABILITATION S, : :
: * . Site Work 325,433 - 325,433 4,068 | . 5%
Rehab to Structures ‘925,710 - ..925,710 11,571 13%
A - General Reguirements 75,069 - . 75,069 | - 938 1%
i " Contractors'Overhead 26,524 - v 26524 - . 332 0%
~ Contractors-Profit 81,164 - 81,164 1,015 1%
) Contractors Bond 25,093 - .~ 25,003 314 | 0%
" General Liability insurance - 29,508 - ' .21508} . - 269 0%} =
" Environmenital Mitigation Expense - - - - 0%
: Other - - - - 0%
“.. r, Other L2 - - T e = 0%}
abilite <" 1,480,501 - “1,480,501 “18,506 21%
' RELOCATION EXPENSES
Co Relocation Expense 53,500 - 53,500 669 1%
Relocatlon Compliance Monitoring . - - - . 0%
’ : Total Relocatlon 53,500 - 53,500 . 669 1%

(Continued on Next 2 Pages)
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Total Development Costs

0%]

*"Total Uses | Cost per Unit %
. of Funds ($) per Unit
NEW CONSTRUCTION | , E o
‘ Site Work < - - = 0%
Structures (Hard Costs)| - - - - 0%
General Requirements - - - - 0%
Contractors Overhead - - - - 0%]|-
Contractors Profit: - - - - 0%
Contractor's Perf. & Pymt Bond - - - - 0%
General Liability Insurance - - - - 0%
-Other - - - - 0%
Other| - - - - 0%
Total New Construction - - - - 0%
RCHITECTU ENGI| N
Architectural Design 15,000 - 15,000 188 0%
Architect's Supv during Construction - - - - 0%
Total Architectural 15,000 - 15,000 188 0%
Engineering Expense 21,000 - 21,000 263 0%
Engineers Supv. during Constructlon - - - - 0%
ALTA Survey - - - - 0%
Total Engineering & Survey 21,000 - 21,000 v 263 0%
ACQUISITION LOAN COSTS
Construction Loan Interest] - - - 0%
CalHFA Acg/Rehab Lloan Fee 46,000 * 46,000 575 1%
Other Construction Loan Fees, - PR S 0% .
CalHFA Outside Legal Courisel Fees) - 20,000 1000 250 +0%j *
- Other Lender Req'd Legal Fees) - s - 0%
-~ Title'and Recording fees| 5,000 5,000 63 0%
*' . CalHFA Req'd Inspection Fees| 9,000 7 9,000 113 0%
Other Req'd Inspéction Fees||. .. - - - 0%
. Prevailing Wage Momtonng Expense - . ) - - 0%
. Taxes & Insurance during oonstructlon - o . . - 0%
: Predevelopment Interest - ‘ - - 0%
Cost for Completnon Guarantee - - - ; - - 0%
“Other]. . ° ..22,007 o B 22,007 275 0%} -
Total Constmction Loan Expense 102,007 - :7102,007-§ 1 275 1%j -
ERMA TLOA .COSTS. e )
-'CalHFA Perm‘Léan Fees - ."17,500. 17,500 | 219
CalHFA Bridge'Loan Fees - - . - 0%
CalHFA Loan Application Fee 500 - " 500 6 0%
Other Lender Perm. Loan Fees - - o - 0%
" Title and Recording - 5,000 5,000 | - - 63 0%
Perm. Bridge Loan Interest Expense - . - - 0%
Bond Origination Guarantee -Fee - - Lo Lo 0%
Tax Exempt Bond Allocatnon Fee 600 - Ty 800 8 0%
“Other - L - LA . - 0%
Total Permanent Loap Expense 1,100 - 22,500 23,600 o 298¢ 0%
LEGAL FEES -
. Borrowei'. 75,000 - 75,000 938 1%
- - o - - 0%
Total Attorney Expense 75,000 - 1%

;75,000

938
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Total Development Costs 1

Permanent Per Unit’ %
- o . . of Funds ($) . per Unit .
CQNTRACT/REPO_RT cosTs e N : N S
Appraisal 10,000 - 10,000 125 0%
Market Studyj 14,000 - 14,000 175 0%
Physncal Needs Assessment N - - - 0%l -
HUD Risk Share Environ. Review}, - - - - 0%
CalHFA EQ Waiver Seismic Review Fee]. - - - - 0%
Environmental Phase | / || Reports - - - - 0% .
Soils / Geotech Reports|-- - - - - 0%
Asbestos / Lead-based Paint Report - - - - 0%
. NonselAcoustlcaI/T raffic Study Report - - - - 0%
< Other | - - - - 0%
Other - o= - - 0%
Total Contract Costs - 24,000 - - 24,000 300 0%
B CQNTINGENCY‘ _ , ,
d:Co L. 148,000 § - 47:148,000) . 14,8507 2%
- S NG 20,000 § - __ 20,000 250 i
’ Total Ctmtingency 168,000 | - . 168,000 21001 -
CalHFA Operatmg Expense Reserve - 79,413 79,413 993 1%
“"Constiuction Defects Reserve - - - - 1. 0%
Repiacement Resv. Initial Deposit - 80,000 80,009 =~ 1,000 1%
Capltallzed investor Req'd Reserve - - D D | 0%
Transition Operating Reserve - 238,000 C 238000 2975) 3%
o Total Reserves - 397,413 © 397,413 v 4,968 7 6%
OTHER L o s
CTCAC App/Alloc!Momtor Fees, 4,050 32,800 36,850 & 461 1%
- Local Permit Fees ~12,000 - 12,000 - 150 0%
Local Development impact Fees - - - - 0%
. Other Local Fees - - - - 0%
Advertlsmg & Marketing Expensesy - - . - 0%}]
“1stYear Taxes & Iristirance, 42,610 e - 42,615 533 1%
Furnishings 50,000 - 50,000 625 1%
Final Cost-Audit Expense, - - - ) - 0%
Miscellaneous.Admin Fees 3,964 - 3,964 50 0%
‘Other - - RN & - 0%
Other - - . - 0%
" Other - - F FETSIT IR BTN 0%
“Total Other Expenses 112,624 32,800 145 424' 7 2%
K3 ‘SUBTOTAL"PROJEQT (;O§'[$ 5 767,732 '3,952,713. 6,220,445 T90%)]
DEVELOPER COSTS
b Developer Overhead/Profit (5% Acq.)). - 726,000 - 726,000 10%
Developer Overhead/Profit (NC/Rehab) - - - - 0%
Consultant / Processing Agent}’ - - - - 0%
Project-Administration - - - - 0%
Broker Fees to a related partw - - - - 0%
Construction Mgmt. Oversight - - - - 0%
‘Other} . - - - I 0%
Total Developer Fee/ Costsl Lo 726,000 - - 726,000 9,075
,.Total Costs|” . 6,493,732 3,952,713 4 6,946,445 86,831
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Total Rental Income \ : $826,572 $10,332 . 99.44%

Laundry 1‘ $4,638 $58 . 0.56%

Other Income $0 $0 0.00%
Gross Potential iIncome (GPI) $831,210 $10,390 ~100.00%

Less: :

Vacancy Loss - $37,083 ~ . $464 4.67%

EﬁegtiyeGross:‘ Income .. $794,127 - $9,927

N 71 TotalCost .. .. PerUnit. © % of Total
Payroll - o $89151 - 25.07%
Administrative : $23,798 6.69%
Managementfee -. - : o $42,720 .o 12.01%
Utilities i : - $59,604 . 16.76%
Operating and Maintenance - $78,830 22.17%
Insurance.and Business Taxes $31,968 8.99%
Locality Compliance Moritoring Fee - $0 0.00%
Other ' o $0- 0.00%

~ Subtotal Expenses $326,071 91.69%
Replacement Reserves - ‘ $28,000 7.87%
Taxes & Assessments , o $1,558 . 0.44%
' - Total Expenses $355,629 100.00%
Financial Expenses -
CalHFA First Mortgage I $178,850
CalHFA 2nd Mortgage -$500,000 taxable  $170,589

- Other Required Debt Service - $0

NET OPERATING INCOME _ $89,059 $1,113
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RESOLUTION 05-31

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the California Housing Finance Agency (the "Agency") has received
‘a loan application on behalf of Hemet Estates Affordable, L.P., a California limited
“,partnershlp (the "Borrower") seekmg a loan commitment, the proceeds of which are to be
used to provide financing for a multifamily housmg development located in Hemet,
‘Riverside County, California, to be known as Hemet Estates Apartments (the
"Development"); and

WHEREAS, the loan applicatiori has been reviewed by Agency staff which
‘prepared a report presented to the Board on the meeting date recited below (the "Staff.
"Report"), recommending Board approval subject to certain recommended terms and
conditions; and

WHEREAS, Section 1.150-2 of the Treasury Fegulations 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 July 18, 2005, the Executive Director eiercised 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; '

1. The Executive Director, or in his/her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to

~-execute and deliver a final commitment letter, in a form acceptable to the Agency, and
.subject to recommended terms and conditions set forth in the Staff Report, in relation to the

Development described above and as follows:

PROJECT - DEVELOPMENT NAME/ ~ MORTGAGE
NUMBER LOCALITY AMOUNT
05-013-A/S - - - Hemet Estates Apartments $3,500,000 — Acq./Rehab 1* Mortgage

Hemet, Riverside County, CA $1,100,000 — Acq./Rehab 2™ Mortgage
S R $3,500,000 — Permanent 1* Mortgage
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Resolution 05-31
Page 2

2. The Executive Director may modify the terms and conditions of the loans or
loans as described in the Staff Report, provided that major modifications, as defined below,
must be submitted to this Board for approval. "Major modifications" as used herein means
modifications which either (i) increase the total aggregate amount of any loans made pursuant to
the Resolution by more than 7%; or (ii) modifications which in the judgment of the Executive
Director, or in his/her absence, either the Chief Deputy Director or the Director of Multifamily
Programs of the Agency, adversely change the financial 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 05-31 adopted at a duly

constituted meeting of the Board of the Agency held on September 8, 2005 at Burbank,
California.

ATTEST:

Secretary
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment '
Sterling Village Apartments
San Bernardino, San Bernardino County, CA
CalHFA # 05-014 A/S

SUMMARY

This is a Final Commitment request. Security for the loans will be an 80-unit family apartment
complex : known as Sterling Village Apartments, located at 7360 Sterling Avenue, San
Bernardlno Cahforma Sterling Village Affordable LP (to be formed), whose managing
general partners are Sterling Village Residential, LLC and Las Palmas. Foundation, a California
nonprof t corporation, will own the pro;ect

i Sterhng Vrllage Apartments is an. exrstrng portfollo Ioan currently owned by Sterling Vlllage a
§ ‘Callforma limited partnershrp, ‘whose- general partner is a real .estate investment trust known'as™ - ..

'Apartment Investmem & Management Company. (AIMCO) The project was constructed in 1982
and will be an acqursrtron/rehabslrtatlon of an 80-unit, two-story, garden style. plus townhomes
family apartment complex in San Bernardino. The project is 100% Section 8 and the initial 20-
year term of its HAP contract plus two (2) additional 5-year renewals expires.on Apsil 30, 2013..

'LOAN TERMS _

,Acquss|t|oanehabrlltatlon

,k\“

Flrst Mortgage N o $4 010 000 L
Interest Rate : - 5.11%, varrable ,
Term - 24 Months, interest onIy
Financing Tax-exempt
Second Mortgage* $500,000
interest Rate 6.25%
Term 8 year fixed, fully amortized
.;Financing .. L Taxable

- At the; time: of : permanent loan fundrng, thrs loan will. ‘remain on title and will be
subordlnate to the CaIHFA s Permanent Flrst Mortgage ‘

Permanent
.., FirstMortgage - %4, 075 000
" Interest Rate T 530% -
woiTerm . T , R ':30 year fixed; fuIIy amortrzed
Frnancmg o o Tax-exempt

‘CaIHFA acqu|srt|on/rehab|I|tat|on frnancmg is- subject to’ the assighment by the borrower of tax
credit equity and all rights under non-CalHFA financing commitments.

8/23/05 1
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OTHER FINANCING

There is no other financing involved in this transaction.

HOUSING ASSISTANCE PAYMEANT (“HAP”) CONTRACT

The original HAP contract was executed on April 29, 1983, for a term of 20 years. The HAP
contract expired on April 30, 2003, and by its terms, was extended for the first of two (2)
additional 5-year terms (10 years total). The contract is in the first 5-year renewal period.
CaIHFA is the Section 8 Contract Administrator.

Assngnment of the HAP contract to the Borrower, any required modification to the HAP contract,
and the general plan of financing, are all subject to the approval of the Department of Housrng
and'Urban Development (“HUD").

CalHFA is currently seeking approval from the Los Angeles HUD office recommending that the
existing 10-year HAP contract remain in place with HUD. A response from HUD is still pendrng
In addition, a iransition reserve of -$100,000 wrtl be funded at pefmanent loan closmg
representing approxrmately 4 5 months of debt servnce reserve towards any potentral shortfall rn
Sectron 8 fundlng : :

The borrower will be- reqUIred to 'seek ‘and accept any renewals of the project based Section 8
contract or other HUD subsidies. .

This project is @ post 1980 HAP contract with limited distribution to the: project sponsor. The
existing residual receipts reserve along with the existing replacement and operating reserves
will be transferred with the property to Sterling Village Affordable, L.P upon ownership.’ In
addition, the project is subject to a FAF Refunding Agreement dated June 1, 1992. The Rental
Housing Construction Program (RHCP) contract is co-termrnous with the original HAP contract
that will expire on Aprll 30 2013

PROJECT DESCRIPTION
Project Location

» The project is located in the eastern area of the city of San Bernardino, in San

- Bernardino County, abutting the eastern city limits of Hrghland

e ' The eastern area of the’ city is served north and south by Interstate’ 215 and east and

" - west by Interstate 10. - Interstate 215 is located 3.25 miles east of the project and

Interstate 10 is located 3.8 miles north of the project.

e San Bernardino is surrounded by the cities of Highland (east), Rialto (west), Colton
(southwest), and Loma Linda (south).

¢ The site is located on the southwest corner of Sterling Avenue and Base Llne Street with
dual frontage. - Sterling' Avenue is a minor arterial with Base Line Street as a major
east/west arterial that extends 30 miles into Claremont, before merging with Route 66.

¢ The subject is surrounded by a shopping center anchored by a supermarket (east),
vacant land (adjacent south), single family residences and vacant commercial bUIldIng
(west), and .zoned commercial land (north across. Base Lme)

8/23/05 2
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A bus stop is curbside at the project, a supermarket within 0.10 miles, an elementary
school within 0.20 miles, and a medical clinic within 0.30 miles.

The site is an L shape parcel and is 5.11 acres in size.

The site is zoned. R-2, medium densuty land use for residential uses only, and is legally
non—conformlng

“The project size is 80 unlts or 16 units per acre. The density aIIowed under the County

of San Bernardmo S general plan .was higher when the project was orlgmally approved.
Since: then the general plan for the subject area was reduced to allow a maximum of 12

: umts per acre equating to 61 units. Under the revised general plan, these improvements

could be’ rebuilt in their. present configuration if damaged by fire or earthquake if no more
than 50% of the improvement value is damaged and the improvements were not vacant
more than 180 days.

-The subject and surroundlng land uses are-consistent with. the zoning of the area.

Improvements

This 80-unit project was built in 1982 arid consists of twelve 2-story buildings. The basic
structure is wood frame with stucco exterior. Access for all the units is through exterior
walkways. Exterior stairs and walkway decks provide access to the second floor one-
bedroom units. The roofing on all the buildings is just over 10 years old.

The one-bedroom wnits -are . flat style units. . The two and. three-bedroom units are

townhome-configured- units. -.Each unit ‘has a garbage-disposal, ceiling fans, walk-in

- closets, and a patio or. balcony with exterior storagecloset. The townhome. units also
- have a private;fenced patio.

The common area amenities include a commumty room with a kltchen three laundry
rooms, a leasing office, two children tot lots, and one play court.

e The project;’offers'184‘ uncovered;fopén‘parking Spaces.

PHYSICAL NEEDS ASSESSMENT / SCOPE OF WORK

. B

8/23/05

The pro;ect is in average overall conditicn for a development of this type when compared
to other developments of similar type and age in the City of San Bernardlno/nghland
“The scope of rehablhtatlon work ‘totals $1;408,000- or $18 500 a-unit'and includes:*

- ‘Site work, $489 800 = walkways/asphalt repair; seal coat, and restriping ($144; /400);
“~wrought iron- fencing with security gates and automated entry system~($118,400),
= playground ‘and landscaping’ ($42,500), termite remediation- ($42, 000) community and
laundry room upgrades ($50,000), ‘deck: and stair coating, signage, and’ miscellaneous
($52,500).

Building and common areas, $173,800 — exterior painting’ ($130 000), and  ADA
-~ compliance upgrades ($12,800), roof repair ($10,000), and rough carpentry ($21,000).

- Mechanical systems, '$187,725 = HVAC' condenser replacement ($1 17 600) plumblng
($43,525), and electrical work ($26 600) '

‘‘Residential - Units, :$398, 915°= dual’ pane windows” ($263 925), cabmets ($1 11,400),
floonng ($18,590), and range hoods ($5,000 for 40 units)."

" Work-is scheduled to commence no later than January 2006 and be completed within 10
months after commencement.



152

Off-site improvements
o No off-site improvements and/or costs are required.
Relocation

o There is approximately $53,500 in relocation expense allocated for this project. Most of
the renovation will take place around the occupiéd units. The rehabilitation plan does
not assume invasive construction activity. However, specific interior unit renovation such
as 'window replacement, vinyl flooring, and cabinet replacement is going to take place on
a building-by-building basis and is scheduled to be completed within 3 days per building.
The residenits will be offered a hotel voucher or cash equivalence for inconvenience. In
addition, these” temporary dlsplaced residents shall be entitled to compensation for all
reasonable out of pocket expenses mcurred in connection with temporary relocation.

The Borrower will conduct tenant orientation meetings prior to ‘the purchase of the
property and before ‘and’ during the rehabilitation period regarding the scope of work,
timelines, and address any tenant issue or concerns regarding the project.

MARKET
Market Overwew

The Primary - Market Area (PMA) mcludes the central and eastern area’ of the c1ty of San
Bernardino’and ‘part of the city of Highland:* PMA boundaries:extend approximately 1.5 miles
north to Highway :30; 3.5 miles south to- Interstate 10; 4 miles east in the city of Highland, and
3.5 miles west to lnterstate 215 It is estimated. that 80+% of the tenant population will be from
this area. : . ' g ~

There are 37,369 households representing 129,672 people in the PMA:" Incomes are below the
county median, with one out of every four in the PMA (26%) falling within the targeted income
range for units at 50% to 60% AMI. The populationdase is estimated to grow by 1.92% per
year from 2005-2010. Within the PMA, 50% or 18,781 are renter-households, exceeding the
county median of 34%. There is an estimated 6,100 of these renter households that would
qualify.for 50% and 60% AMI rental units.

The. Iargest employers in the City- of San Bernardlno are Callfornla State Umversﬂy, San
- Bernardino, San:Bernardino-Valley.Colleges, San Bernardino Unified School District, Corona
Regional ‘Medical. Center the City of San Bernardino, and Renzenberger, Inc (passenger
transport): - The unemployment-rate for the City of San Bernardino is 6.6% is higher than the
4.8% unemployment rate for the County of San Bernardino. :

Housing Supply and Demand
o. The rental housmg stock in the . PMA is- pnmanly compnsed of 19805 -era garden style
product. There has been considerable mvestment activity in the area; with numerous

. sales having. occurred since 2003. The most recent sale was a 190-unit project that sold
in March 2005 for $80, 000 per unit. :

8/23/05 4
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. e Rents have increase citywide by 4.3% during the 12-month period between March 2004
and March 2005. :
e Occupancy rates for market rate units range from 95—98% LIHTC properties have an-
average occupancy rate of 98.1%.
o The existing stock of affordable LIHTC units at 50%-60% AMI in the City of San
‘, ,Bernardlno is 294 units (whlch Sterling Village represents 79 or 27% of existing stock).
o There. are no new. affordable or market rate housing currently planned within the PMA.

PROJECT FEASIBILIfY
Estimated Lease-up Period

e The project is currently 100%:leased and the proposed rehabilitation will not interfere
with occupancy.

ENVIRONMENTAL
:Barr & Clam Envnronmental completed a Phase | Envnronmental Assessment report on June 20,

2005. The report concludes that there are no adverse envuronmental conditions that warrant
further investigation or remedial action.

' SEISMIC -

A selsmlc rewew assessment was performed by | URS Corporatlon on August 1, 2005. The risks
met the Agency s, selsmlc risk criteria and. no furlher review is needed.’ -

DEVELOPMENT TEAM
Borrower

Sterling Village Affordable, L.P. (to be formed)

-e. The non-profit Managing General Partner will be Las Palmas Foundation, located in
Carlsbad, California.

- o The co-general- partner and sponsor/developer, Sterling Village Residential LLC, a

. subsidiary of Bentall Residential LLC (Bentall), will be an initial general partner in the LP.

" Bentall was founded in 2002 in Irvine, California to acquire and manage affordable and

market .rate. multifamily housing in the United States. .Bentall has over 20 years of

experience developing affordable quality rental housing. Bentall has developed 6

. -senior/family facilities representing over 2,251 units, in San Jose, Oakland, and various
cities throughout Southern California.

- .- Bentall has developed projects with CalHFA including Baywood (77-unit, senior facility),

. El'Rancho Verde (700-unit,:senior facility), Coronado Terrace (312-unit family facility),
-Summercrest - (372-unit, family and senior facility) and Vista Terrace Hills (262-unit,

‘ ‘ family facility)

8/23/05 5
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Management Agent

The John Stewart Company

e The John Stewart Company will manage the property. The John Stewart Company was
founded in 1978 and provides management, development and consulting services for
nonh-profit and private sector clients throughout California. The John Stewart Company
services approximately 200 housing developments representing 20,000 residential units
for low-income to extremely low-income persons. The John Stewart Company manages
various types of properties including senior communities, tax credit prOJects HUD, and
Section 8 properties.

Architect
Gary R. Collins and Associates (GRC+A)

. o GRC+A. located in Costa Mesa, has provided planning and design services since 1976.

- The Borrower. has engaged GRC+A to assist them in project design, renovation, and

construction management during the rehabilitation process. GRC+A has designed over

37 multifamily projects ir: Southern California, mcludmg The Ronald McDonald House in
Orange ‘California.

Contractor
~ ICON Builders -
e ICON Builders has been-a general contractor since 1984. Their work includes primarily
“ multi-family; single family, government assisted (Low Income Housmg and.Tax Credit
assisted) and commercizil propérties. They specialize in all aspects of construction and

development in Arizona, California, Nevada and Washington state representlng over
15,000 units.

8/23/05 6




Sterling Village = =

Project:

Location: 7360 Sterling Avenue
City: San Bernardino |
County: San Bernardino

Zip Code: 92410-4257

Project Type: Rehabilitation
Occupancy: Family

Total Units: 80

Style Units: Townhomes & Flats
Elevators: no ’

Total Parking 184

Covered 0

Bentall Residential

Developer:

Partner: Las Palmas :
Investor: * ¢« Yet to be determined
No. of Buildings: 12 .

No. of Stories: 2 -

. Residential Space 67,771  sq.ft
Community/Leasing Spa: . 9427  sq.ft
_Commercial Space ) 0 sq. ft
Gross Area 77,198 sq. ft
Land Area 222,592 : sq.ft

Units per acre_

Cr‘)"histr.u’értic.in .\/aluatw;n‘" E
Investment Valut $7 660 000, .

5 appraisal”
Appraisal Date:
‘Cap Rate:

‘[caimra First Moﬂgage '$4,075,000
CalHFA Bridge Loan $0 S0
- |calHFA second Mortgage - Taxable (fundev at acqulsmon) $5d6,000 6.25,% 8
Existing Reserves : : $161,123 0.00% 0
Earned Surplus $204,069 . 0.00%" . 0
Source 4 $0 0-
Source 5 - $0 0
Source 6 $0 - .0
Source 7 ‘ : R $0. =
Source 8 e ‘) $0.. .,
Source 9 : 805
Source 10 “$0
Source 11 " $0
Source 12 $0
Income from Operatlons $0 .
Developer Contribution - Mezz Loan $0
Deferred Dev. Fee @ $85,000
Tax Credit Equity $163,319°

$6 190, 000
69%

711105
7.00%

alH

: R L L]
CalHFA Loan Egg' s - e fAmoung
CalHFA Acqmsmon Loan Fee '_'$45,100
CalHFA PermanentLoan Fees

 Other Fee -

ansgrgggien Loan.- ggg@ngggg?gnd Fees °
Completion Guarantee Fee *.$222,000 .
Contractors Payment/Perf. Bond '$1,480,005 -
Date: '8/24/2005

© $22,875

se

Req uired Rese rvgs‘ o . Amount
Other Reserve . " * /- . %0
Replacement Resv Inmal Deposnt $80,000

. $35

CalHFA Operatmg Expense Reserve - '$71,850
Rent Up Reserve - %0
Transitional Operating Reserve $100,000
Other Reserve . ; %0
Senior Staff Date: 8/23/2005
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‘ #of Average
Units - Unit Type . Baths Sq. Ft.
20 1 Bedroom Flat. 1 602
2 Bedroom Flat 1
40 2 Bedroom Townhome 1 819
.2 Bedroom Townhome 2
20 3 Bedroom Townhome - 1.5 1,140
4 Bedroom Townhome 2.5

“f v i Tax Credits
' e LoéalifY

CalHFA e |

HCD

AHP

Zoning, ’

B Three Bedroo

~35%
" a5%

" Restricted R

Median Income

- 80%

35%) 0 $
. 45%f 0 $0
'50%f 6 [ 9631
© 60%) 14 $803
- 80%| 0 —

‘Fout Bedroom *

Avg. Market
_Rate Rents |

Dollars

__Difference

% of
Market j

olo|olole
]

$0 0% .

J T $469 57%
- $297 " 73%
~$0 0%
$0 0%

T80 - S 0%
"$0 0%
- $0 - 0%
$0 0%
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054
Final Commitment

Total DeVerpment Sources

IConstruction Only Source 2 Total Sources’ " Sources
IConstruction Only Source 3 - of Funds ($)_ . per Unit %
CaIHFA First Mortgage 4,075,000 .4, 075 000 50,938, 61%
CaIHFA Second Mortgage - Taxable 500,000 - 500 000' 6,250 | 8%
Exsstmg Reserves : 161,123 - 161,123 2,014 2%
Earned Surplus 204,069 - 204,069 2,551 3%
Source 4 : - - - 0%,
Source 5 - - - - 0%
Source 6 - - - - .0%
Sorce 7 - - . - 0%
Source.8 . - Z . 0%
Source 9~ - - - - 0%
Source 10 - - - - 0%
Source 11 - - - - 0%
Source 12 - - : - Q%
income from Operations - - - - 0%
Developer Contribution - Mezz. Loan - - . - 0%)|
Deferred Developer Fee “ 1,944 85,000 86,944 1,087 1%
Tax,Credlt Equity - 1,469,569 163,319 . 1,633,188 20,415 25%
: Total Sources .. 6,347,005 4,323,319 6,660,324 | 83,254 100%
(Gap)/Surplus * - .. 0 ‘ .. 0
USES OF FUND R Y S R
'LOAN PAYOFFS & ROLLOVERS , “Total Developmerit Costs
Construction Loan payoffs $4,010,000 - TotalUses .| ‘Cost [ %
' IR L : Lof. Funds ($) Lpel'zUmt -
ACQUISITION | B
Lesser of Land Cost or Value 3,418,975 - h 3,418,,915‘. o.42, 737 - 51%
Seller's Prepayment Penalty| ; 181,025 - 181,025 |- .. 2,263 3%
Legal - Acquisition Related Fees . 15,000 - . 15,000 188 0%
Subtotal - Land Cost / Value} 73,615,000 - 3,615,000
EX|st|ng Improvements Valief o - - o R - - 0%
T Off-Site tmproverents] - - - - 0%
+ Other s - - . RIS EERRL I - 0%
.. Total:Acquisition]  °-3,615,000 - . 3,615,000 F | -45/188 54%)
REHABILITATIO . S
Site Work : 489,800 - 489, 800; - 16,123 7%
;> Rehab to Structures .760,440 - 760, 440 :.9,506 1%
- General Requirements 75,014 - 75,014 . 938" © 1%
" . Contractors.Overhead 26,505 - . 26,505 . ;. 331 0%
Contractors Profit |- 81,106 - ;81,106 1,014 1%
Contractor's Bond . 25075 ¢ - . 25,075 313 0%
General Liability Insurance - 22,065 : 22,065 . 276 " 0%
h Envnronmental Mitigation Expense| I - - - 0%
Other| - - - - 0%
co . Other] . .: - - T I L - 0%
S e "Total Rehabllltatlon 11,480,005 - - 1,480,005 18,500 22%]
REL \QQ‘ SATION EXPEN'ség ' ‘ :
Relocation Expense 53,500 - 53,500 669 1%
Relocation Compliance Monitoring - - - - ‘0%
Total Relocation 53,500 - 53,500 669 1%

(Continued on Next 2 Pages)
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[T SR

Total Development Costs
« Total Uses | Cost per Unit %
of Funds ($) .| per Unit.
‘NEW CONSTRUCTION | ST RN
Site Work - - - - 0%
Structures (Hard Costs) - . - - 0%
. General Requrrements - - - - 0%
Contractors Overhead{ - - - - 0%
Contractors:Profit - - - - 0%
Contractor's Perf. & Pymt Bond - - - - 0%
General Liability Insurance - - - - 0%
* Other| - - - - 0%
! " Other - - - - 0%] -
Total New Construction - - - - 0%
A TECTURAL INEERING o
‘ Architectural Design 15,000 - 15,000 188 0%{ .
Architect's Supv during Construction - - - - 0% ‘, )
Total Architectural 15,000 - 15,000 188" 0%}’
Engineering Expense 20,000 - 20,000 250 0%} .
Englneers Supv. during Constructlon - - - - 0%
ALTA Survey - - - .- - 0%}
Total Engineermg & Survey 20,000 - 20,000 § 250 0%}
-ACQUISITION LOAN-COSTS| - - °
- Construction Loan Interest)- T - - 0%
CalHFA Acquisition Loan Fee 45,100 45,1007 564 1%
Other Construction Loan Fees , - A b 0%
CalHFA Outsidie Legal Counsel Fees| A L SR 0% T
Other Lender Req'd Legal Fees| =~ - e s L 0%
- Title: and Recordlng fees AR 5,000 B 5 000 . e3l, - 0%
CalHFA Req'd Inspectlon Fees| 9,000 X 000 - 113 0%
.Other Req'd/Inspection. Fees| . - . - 0%
 Prevailing Wage Monitoring Expense 5,000 - ‘5;000§ 63 0%
- Taxes & Insurance dunng rehab - RN < 0%}.
Predevelopment lnterest - - r - 0%
.Cost for Completion. G”' - - - 0%
L - SRR R 0%
Total Construction Loan Expense 64,100 - 64,100 ) ' 801 ) 1%
' CaiHFA Perm. Loan Fees .22,875. - 22875 | 286 0%
CalHFA Bridge Loan Fees|- - - - - 0%
CalHFA Loan Application Fee 500 - Ts500 s . 6 0%
Other Lender Perm. Loan Fees| - - - - 0%
"+ Title and Recording - 5,000 5,000 - " 63 0%
Perm. Bridge"Loan Interest; Expense - - IR IR 0%
Bond Origination Guarantee Fee - - SR B ’ 0%
Tax Exempt Bond Allocatlon Fee 600 - 600 .. . 8 0%
Other - - 57‘: . T - " ) - 0%
Total Permanent Loan Expense 23,975 5,000 28,975 :- 362 0%,
LEGAL FEES .
Borrower Legal Fee| . 75,000 - 75,000 938 1%
-Other}. . B - o ' . 0%
Total Attorney Expense 75,000 - 75,000 938 1%
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- Total Develgament Costs

Permanent Pér Unit %
el R _.of Funds ($)_|.. perUnit _
CONTRACT/ REPORT COS; L D S
Appraisal 10,000 - © 10,000 125 © 0%
Market Study! 14,000 - 14,000 175 0%
Physrcal Needs Assessment 4,500 § - 4,500 56 0%
HUD Risk Share Environ: Review - - - - 0%
CalHFA EQ Seismic Review Fee 3,500 - 3,500 44 0%
Environniental Phase I/, Il Reports| - 5,000 - 5,000 63 0%
" 'Soils'/ Geotech Reports}- - - - - 0%
Asbestos / Lead-based Paint Report - - - - 0%
Norse/AcoustrcallT raffic Study Reporty - - - 0%
’ Termrte/dry rot 2,000 - 2, 000 25 0%
Other : - F -, : - 0%
Total-‘Céntract Costs| - 39,000 - 39 000 488 1%
: . CONTINGENCY). = = i i ] )
Hard Cost Conitingencyy’; 148,000 N 148,000 {14,850 . 2%
j ‘Soft Cost Contin 7 15.000. - 15,000 188 | T
Total Contmgency e 163,000 - . 163,000 2038 T 2%
RESERVES
, -CalHFA Operatlnc; Expense’ Reserve - 71,850 71,850 898 1%
. “Construction Defects Reserve - - - - 0%
‘Funded Replacement Reserve j. - 80,000 - 80,000 1,000 1%
Capitalized Investor Req'd. Reserve - - .- . 0% °
Transmonal Operating | Reserve -, 100,000 [ 100,000 ] ° . 1,250 |, 2%
Total. Reserves - 251,850 "251,850] 3148 | 4% -
e OTHER
CTCAC App/Alloc/Monitor Fees 16,698 20,519 37,217 465 1%f
- Local Permit Fees ‘10,000 - 10,000 125 0%]
Local Development Impact Feesf - - - - | 0%
. Other. Local Fees - - - - 0%
Advertlsmg & Marketing Expensesn - ' - - 0%
1st Year Taxes & Insurance M 214~ - Taa1,214 515 1%] :
) Furnishings' 50,000 - 50,000 625 1%y -
Final Cost Audit Expense - - - 0%
Miscellaneous Admin Fees 3,513 - 3,613 44: 0% -
~-Other - - -} - 0%j :
“ Other - - & - ©0%] "
, - -Other - o e e o %)
Total Other Expenses] .- 121,425 20,519 141,944 1,774 | 2%
| ,SUBTOTAL PROJES_:;'I: COSTS| =i . 5,670,005 | 4,287,369 5,947,374 74,342 |-
- D) PE :
- Developer Overhead/Profit (5% Acq.)}. .- - - - T,
Developer Overhead/Profit (NC/Rehab) 677,000 35,950 712,950 8,912
Consultant./ Processing Agent - - - -
Project Administration - - - -
Broker Fees to a related party| - - - -
Construction Mgmt. Oversight] - - . - -
~ Other - - - .
- thgl ‘Developer Fee / °°§£§ 677,000 35,950 712,950 - 8,912
.Total Costs 6,347,005 4,323,319 6,660,324 83254 100%}
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Total Rental Income

Laundry

Other Income . :
Gross Potential income (GP})

Less: .
Vacancy. Loss K
.Effective Gross Income

" Payroll-
Administrative
Management fee
Utilities S
Operating and Maintenance
~ Insurance and Business Taxes
~ Locality Compliance Monitoring Fee,
, Subtotal Expenses

 Replacement Reserves

-Taxes & Assessments ‘
Total Expenses

Einancial Expenses .

CalHFA First Mortgage ‘
CalHFA Second Mortgage - Taxable
Other Required Debt Service

~* NET OPERATING INCOME

% of Total

$750,904 $9,386 99.28%
$5,408 $68 0.72%
$0 $0 0.00%
$756,312 $9,454°  100.00%
$37,816 5.26%
$718,496 .

_ Total Cost '

$72:701

: . wof Total:

21.84%
$20,768 6.24%
$42,720 . 12.83%
$61,109 . 18.36%
$73,312 22.02%

- $32,454 9.75%

%0 0.00%
C$0 0.00%
$303,064 91.03%
$28,000 8.41%
$1,860 0.56%
$332,924 100.00%
$204,911
$79,581

%0

$101,080
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RESOLUTION 05-32

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the Cahfomla Housing Finance Agency (the "Agency") has received
-a loan application on behalf of Sterling Village Affordable, L.P., a California limited
partnership.(the "Borrower"), seeking a loan commitment, the. proceeds of which are to be
used to provide financing for a multifamily housing development located in San
Bemardino, San Bemardino County, California, to be known as Sterling Village

.. -Apartments (the "Development"); and

WHEREAS, the loan applicatioh has been reviewed by Agency staff which

-~ prepared a report presented to the Board on the meeting date recited below (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 July 18, 2005, 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
Eoard, the Board has determined that a final loan commitment be made for the
Development;

1. The Executive Director, or in his/her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute and deliver a final commitment letter, in a form acceptable to the Agency, and
subject to recommended terms and conditions set forth in the Staff Report, in relation to the
Development described above and as follows: '

PROJECT °~ DEVELOPMENT NAME/ MORTGAGE
NUMBER LOCALITY _AMOUNT
05-014-A/S -~ - Sterling Village Apartments $4,010 OOO—Acq/Rehab 1 Mortgage
.. San Bemardino, $ 500,000-Acq/Rehab 2™ Mortgage
San Bemardino County, CA $4,075,000-Permanent 1** Mortgage.
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Resolution 05-32
Page 2

2. The Executive Director may modify the terms and conditions of the loans or
loans as described in the Staff Report, provided that major modifications, as defined below,
must be submitted to this Board for approval. "Major modifications" as used herein means
modifications which either (i) increase the total aggregate amount of any loans made pursuant to
the Resolution by more than 7%; or (ii) modifications which in the judgment of the Executive
Director, or in his/her absence, either the Chief Deputy Director or the Director of Multifamily
Programs of the Agency, adversely change the financial 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 05-32 adopted at a duly
constituted meeting of the Board of the Agency held on September 8, 2005 at Burbank,
California. ' ‘ '

ATTEST:
Secretary
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CALIFORNIA HOUSING FINANCE AGENCY
Loan Modification to Final Commitment
Villa Victoria Apartments
Oxnard, Ventura County, CA
CalHFA #03-045L /S

SUMMARY

This loan modification is a request for approval of a $2,575,000 increase to the Wells Fargo
Bank tax-exempt Loan to Lender financing and an increase of $585,000 to the tax-exempt first
mortgage. The CalHFA Board of Directors previously approved the project financing at its
August 29, 2003 meeting, a copy of which is attached. Total development costs have increased
16% from $12,692,517 to $15,090,676, since CalHFA board approval nearly 2 years ago.

The Villa Victoria Apartment complex will provide 54 town home units to low-income families in

~northwest Oxnard, -CA: The Development will be owned by Villa Victoria Associates, 1=:P.,-a =~

California limited - partnershlp, whose managing general partner is “Cabrillo Economlc
Development Corporation, “a California non-profit public benefit corporatlon based out of
Thousand Qaks, CA.

~Term

LOAN TERMS

Loan to Lender Loan
Interest Rate
Term .

Financing

First Mortgage Amount
Interest Rate

Term

Financing

Second Mortgage Amount
Interest Rate

Financing

. ORIGINAL APPROVAL

- $7,100,000
- '3.0%, fixed
. 24 Months, interest only

Tax-exempt

" $3,525,000

5.50%, fixed
30 year fixed, fully amortized
Tax-exempt

$ 400,000
5.50%, fixed

10 year fixed, fully amortized

Tax-exempt

BACKGROUND FOR LOAN INCREASE

MODIFIED PROPOSAL

- $9, 675,000

5.0%, fixed
24 Months, interest only
Tax-exempt

$4,110,000

5.30%, fixed

30 year fixed, fully amortized
Tax-exempt

$ 400,000

5.25%, fixed
10 year fixed, fully amortized
Tax-exempt

. significantly and CalHFA loan to lender interest rates have increased from 3% to 5%.

Originally, the Borrower had anticipated utilizing USDA Rural Development funds during

- ~construction, but' onerous' guarantee requirements preclude the use of these funds during -

-‘construction. ‘Since ‘approval of this loan in 2003, both hard and soft costs have escalated
Material
. .cost increases for lumber, steel and concrete have affected development costs industry wide

and increased: City. of Oxnard-water connection fees and additional off-site traffic mitigation =~ e

" requirements by the County of Ventura have compounded the problem and delayed the start of
construction.

September 8, 2005 1
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To cover the increased construction and development costs the Borrower has requested, and
received approval for a $2,575,000 increase to their Wells Fargo construction loan. This in turn
increases the amount of funds needed for the Loan to Lender loan. The borrower has also
requested a $585,000 increase in the first mortgage, which is supported by increased rent
projections and results in a 1.12 debt service coverage ratio in year one of operations.

Tax-exempt bonds have been sold for the original Loan to Lender loan amount. Based on the
Agency’s cost of funds at the time of the bond sale, we were able to reduce the interest rates on
the first and second mortgages originally approved by the Board, to 5.25%. The blended rate
for the proposed first mortgage will be 5.30%. Interest rates for the Loan to Lender program are
currently projected to be-at 5% and Wells Fargo Bank may add up to 200 basis points .to this
rate under the terms of the Loan to Lender Agreement.

OTHER INCREASED FINANCING

- In" addition to the ‘$585,000 increase in CalHFA permanent financing, the City of Oxnard's loan
will increase: by $236,350 and the tax credit equity contributions have increased by $1,636,400.
Although the Developer fee has. increased by $159,200 the. developer’s deferred developer fee
has increased by a total of $301, 963.

CURRENT STATUS OF THE PROJECT
The developer anticipates a construction loan closing mid October, 2005 and start of

construction |mmed|ately thereafter. The project has received all local approvals and CalHFA is
curremiy approving.the fi nal-plans and specifications.

AN

September 8, 2005 2
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Project : Villa Victoria . Units 54
Location: Just north of Victoria & Gonzalez Intersection’ Handicap Units 2
City Oxnard 93033 Cap Rate: 6.75% Bldge Type New Construction
County: Ventura Constructior $11,395,000 Buildings 1
Borrower: Villa Victoria Associates, L.P.  Market $9,075,000 Stories 1&2
GP: Cabrillo Economic Devipmt Corp. Final Value: $9,075,000 Gross Sq Ft 72,879
LP: TBD Land Sq Ft 134,600
' LTC/LTV: _Construction Permanent Units/Acre 17
Program: Tax-Exempt Bond Loan/Cost - N/A 27.94% Total Parking 108
CalHFA #: 03-045-L &S Loan/Value NIA 49.70% Enclosed Parking Spaces 87

ng. s b et 2 & 4 Bl G5
CalHFA First Mortgage $4,110,000 5.30% ‘ 30
CalHFA 2nd Mortgége - $400,000 $7,407 5.25% 10
Rural Development Section 514 $1,100,000 $20,370 1.00% "33
Joe Serna Jr. Farmworker Loan $2,977,367 $55,136 3.00% . 40
City of Oxnard $1,101,500 $20,398 4.00% . - 33
Deferred Developer Fee’ $829,765 $15,366 : : -
General Partner Contribution - $255,900 $4,739
Tax Credit Equity  : $5,365,198 $99,356
CalHFA Loan to Lender -’ - $9,675,000 5.00% 2

T S0P A,
1 bedroom C o0 - 0 e
2bedroom| 1 | . 0 A $660 0- 0 0| 2
3 bedroom ' 17 $754 3 $8e4 13 $1,172 0 0 "33
4 bedroom o B $831. 2 - $942 8 $1,299 0 0 18
subtotal 1 . 27 5 21 0 )

’ 'Underwriting assumptioné fér“ﬁrst mortgage. 54
Fees C Basis of Requirements Amount Security
Commitment Fee™ ~ - 1.00% of Loan to Lender Loan $96,750  Prior to Board Approval . -
Loan Fee ' 0.50% of Perrh. & Bridge Loan $22,550  Due at Construction Close
Escrows
Bond Origination Guarantee 1.00% of Tax Exempt Loans $0° Waived -

Inspection fee ' $1,500, x months of construction $31,500 Due at Construction Close
Construction Défect Reserve 2.50% of Hard Costs for 12 mths $145,000 LOC due at Perm.
Reserves

Operating Expense Reserve 10.00% of Gross Income $67,927 Cash at Perm.

Annual Replacement Reserve $500 per unit per year $27,000 From Operations




Name of Lender / Source
CalHFA First Mortgage
CalHFA 2nd Mortgage

Rural Development Section 514
Joe Serna Jr. Farmworker Loan
City of Oxnard

Total Institutional Financing

Equity Financing

Tax Credits

General Partner Contribution
Deferred Developer Equity
Total Equity Financing

TOTAL SOURCES

Acquisition
Rehabilitaticn

New Construction i

Off-Site Improvements (Turn lane)

Site Work & Landscaping

Structures

General Reqmts

Contractor Overhead/Superwsmn

Contractor Profit”

Insurance
Furnishings
Architectual Fees
Survey and Engineering -

Constructlon Loan lnterest Expense i
Constriiction Loan Fees & Misc. Exp..

Permanent Financing,
Loan Extension Fees.
Legal Fees -
Reserves

Contract Costs -
Contingency Funds

Local Fees
Permit Processing Fees
Impact Fees
TCAC Costs
Other Costs .
PROJECT COSTS

Developer Overhead/Profit
Consultant/Processing Agent
Legal - Syndication ’

TOTAL USES

Amount. §. Amount .. $per unit % of Total
3,525,000 § 4,110,000 76,111 25%
400,000 § 400,000 7,407 2%
1,100,000 § 1,100,000 20,370 7%
2,977,367 § 2,977,367 55,136 18%
865,150 & 1,101,500 20,398 7%
8,867, 517 H ' 9,688,867 179,423 60%
3,620,400 1 5,365,198 99,356 33%
0 H 255,900 4,739 2%
495,395 § 829,765 15,366 5%
4115,7950 6,450,863 119,460 40%

16,139,730

298,884

100%

298,884

0 0
0§ 0 0 0%
0 474,750 8,792 3%
1,055,000 § 1,920,250 35,560 12%
5344,118 § 5,648,394 104,600 35%
650,400 fi - 311,000 5,759 2%
498,981 § - . 490,404 9,082 3%
527,961 § 525,000 9,722 3%
oM 575,000 10,648 4%
LR 130,000 2,407 i 1%
300,000 @ 386,000 7148 2%
40,000:'§f 56500 © - 1,046 " 0%
. 284,000°§ 847600 | 3764 - I 5% .
172,990 [ ' 203,240 2,311 1%
99,050 fi 124,790 2,311 1%
.. OfF -~ 42000 778 0%
63,000 38,000 704 0%
358,300 § 119,300 2209 - 1%
11,000 § - 21,500 398 0%
727,599 § 565,404 10,470 4%
100,000 § 680,473 12,601 = 4%
1,000,000 § 1,006,486 18,639 - .6%
28,038 § 28,939 536 0%
62,500 § 71,200 1319 . 0%
11,322,937§ 14,266,230 264,189 88%
1,629,300 § 1,788,500 33,120 1%
40,000 § 40,000 741 0%
. Of 45,000 833 0%
12,992,237 § 16,139,730

100%
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Total Rental Income 610,104 $11,298 90%
Laundry _ 0 $0

Rental Subsid Income ‘69,167 $1,281 10%
Gross Potential Income (GPl) 679,271 $12,579 100%
Less:

Vacancy Loss " - 33,964 $629 - 5%
Total Net Revenue 645,307 $11,950

Payroll R ' 65,000

$1,204 1%
Administrative : - 20,000 - $370 3%
Management fee 22,680 " $420 4%
Utilities ‘ . 26,000 $481 4%
Operating and Maintenance 58,000 $1,074 10%
Insurance and Business Taxes : 11,000 $204 2%
Taxes and Assessments;. + : 5,000 '$93 1%
Reserve for Replacenient Deposits 27,000 _____$500 5%
Subtotal Operating Expenses " 234,680 o $4,346 39%
Financial Expenses ‘
_CalHFA 1st Mortgage ’ 273,876 ~ $5,072 4€%
CalHFA 2nd Mortgage . . 51,500 $954 9%
RD Section 514 Loan - 39,700 $735 1%
Total Financial , 365,076 $6,761 61%
Total Project Expenses 599,756 . $11,107 100%
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Villa Victoria
Oxnard, Ventura County, CA
CalHFA # 03-045-L/S

SUMMARY

_This is a final commitment request for tax-exempt Loan to Lender financing in the amount of
~ Seven Million One Hundred Thousand Dollars ($7,100,000.00), a tax-exempt first mortgage in
“the amount of. Three Million Five Hundred Twenty-Five Thousand Dollars ($3,525,000.00), and
a tax-exempt second mortgage in the amount of Four Hundred Thousand Dollars
($400 000.00). Secunty for the loans will be a 54-unit townhome development known as Villa
Victoria, in Oxnard (the "Project”). The Project will be developed, constructed, owned, and
managed by Cabrillo Economic Development Corporation or their subsidiary ("CEDC”).

LOAN TERMS
Loan to Lender
Loan Amount Co | $7,100,000
~ Interest Rate ' o i - 3.0%, fixed
"Term - 24 Months,; interest.only
Financing ’ Tax-exempt
ﬁermaneni o
First Mortgage = $3,525,000
. interestRate 5.50%, fixed
~Term . /30 year fixed, fully amortized -
) Fmancang : ' Tax-exempt
Second Mortgage $400,000
interest Rate 5.50%, fixed
Term 10 year fixed, fully amortized
Financing Tax-exempt
‘- 'LOCALITY INVOLVEMENT

The Clty of- Oxnard (the “Caty”) is providing a. thlrty-three year $865 150, resxdual recelpt loan _
~ {the “City ‘Loan”). for’ the ‘development of the . Project. - An “Affordabie- Housing and Loan
' Agreement between the Borrower and the City restricts occupancy of all tenants to low-income
families earriing less than sixty percent of median income and further. restricts 27 of the'units to
‘farmworker families. -All planning, zoning or City-mandated: occupancy restrictions running with
the land or tied to the Project will be subordinate to the CalHFA loan and regulatory agreement.
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Villa Vuctorla is part of the Northwest Golt Course Community Specific Plan and is being
developed as part of a court settlement dated November 14, 2000 involving the seller, the City
of Oxnard, and the Guitierrez family as plaintiffs. Twenty-seven of the units will be restricted to
eligible farmworker familes. The settlement requires the development of affordable housing on
this, and other sites in Oxnard, with rental preference given to the Guitierrez family for two of the
affordable farmworker units.

STATE INVOLVEMENT

The Department of Housrng and Community Development (“HCD”) has committed a $2,977,367
loan under the Joe Serna Ji. Farmworker Grant.and Loan Program. This 40-year loan is at 3%
simple interest with. resrdual receipt repayment provisions. A 40-year Regulatory Agreement will
restrict occupancy on 27 of the units to eligible farmworker families. ‘Both the HCD loan and
regulatory agreement will be subordinate to the CalHFA financing and regulatory provnsuons

FEDERAL INVOLVEMENT

The USDA Department of Rural Development (“RD") is providing a $1,100,000 section 514
Farm Labor Housing Loan at 1%, amortized over-33-years at start of construction. Deed
restrictions will require that 27 of the units be rented to low-income farmworker families. The
section 514 program provides subsidized financing for the development of on or off-farm rental
developments for very-low and:low income farmworker families. At least -one of the family
members must receive a substantial portion of income from farm labor employment. The
section 514 loan, deed restrictions and regulatory provisions will be subordinate to the CalHFA
financing and regulatory agreement at permanent loan closing. ~

RD will provide project based rental subsidy with section 521 Rental Assistance (RA) for 27
farmworker restricted units for five years, with five year renewals anticipated thereafter. The
Borrower is required to seek and accept renewals of RD Rental Assistance. . --Eligible families
will pay 30% of their gross income (the “tenant portion”) and Rental Assistance will subsidize the
remainder to 50% of area median-income. The CalHFA First Mortgage has been underwritten
assuming that the 27 farmworker households can afford rents at 40% of area median income.

PROJECT DESCRIPTION
Project Location

Villa Victoria is situated in an area of Oxnard that was previously undeveloped farmiand until the
ground breaking in 2002 of the Northwest Golf Course Community, otherwise known as Victoria
Estates.. The River Ridge Golf.course expansion abuts the east and south perimeters of the
Project. Across the: new:golf falrway are 418 new.single family residences. with sales prices
_starting ‘at $500,000.. A women's shelter is on an adjoining site north of the Project. South of
the Project, along Gonzales:Road, is'a new High-School, elementary. schoo!, two new churches
and a community park. A large ‘regional shopping center with - supermarkets fast. food,
department stores and restaurants is two miles west of the Project. The Ventura 101 Freeway
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is about three miles north of the Prolect and downtown Oxnard is about 5 miles southeast of the
site.

Site

Villa Vlctona is a level 3.09-acre tnangular-shaped parcel located approximately 2 blocks north
of Gonzales Road on'the east side of Victoria Avenue. The site has a flood channel running
along Victoria Avenue on the west side of the site, and the golf course has been graded so that
hills separate the golf course fairways from the Property The women's shelter has an access
easement and shares the driveway off Victoria Avenue that crosses an open flood channel and
runs between a row of 100-year old eucalyptus trees that border the west side of the Project
site. Victoria Avenue is a major arterial rcad with two lanes of traffic in either direction. The site
is zoned R-3 and allows for 17.5 units per acre. The Project will be bounded on the south, east
and west by an eight to ten foot high perimeter wall and dense landscaping 1o minimize the
likelihood of golf ball damage to the units and noise from vehicles traveling along Victoria

Avenue.
‘improvements

Villa Victoria will have 54 units in ten residential buildings. Construction is wood frame covered
with stucco and prefabricated. trusses with gable roofs covered with concrete tiles. - There will
be a central tot. lot.and a 740 square foot community building with a large community room,
“kitchen tacmtles two bathrooms, and a rental office. - A

.There are a total of three. smgle story units consisting of 1 one«bedroom/one bath unit and 2
two-bedroom/one bath units. The remaining units are two-story town home units conssstmg of
33 three-bedroom/two Bath units and 18 four-bedroom/two bath units. - Each unit includes a
retfrigerator; garbage disposal,, gas range/oven, dishwasher, stainless steel sink, gas forced
‘heating, -individual -hot water heater and water meter, washer and dryer, .and automatic fire
sprinklers. All-units have two-car garages with-automatic roll-up garage doors, and there. will be
an additional twenty-open parking spaces. \

Unit Mix:
No. of Units | No. of No. of Unit Square
.- | Bedrooms |-Bathrooms_ | Footage
1 1 1 ’ 622
12 12 1 - 1849
133 - 3 2 1297
18 4 2 1501
‘MARKET

Market Overview
The primary market area (“PMA”) is defined as a seven-mile radius from the Property and

includes by the boundaries of the City of Oxnard which has a population of approximately
160,000 residents. ' The median income for the 46,054 households in Oxnard is estimated to be
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$60,657. Recent demographic data indicates that 97,014 households live within seven miles of
the Project, and an approximately 7,000 of these households have family members employed in
the farming industry. Approximately 43% of the total households are renters and 25% of these
are income eligibie for the Project. This indicates a potential demand of 10,429 households and
capture rate of 1%. Although there is no available data for estimating the number of income
eligible households that are employed by the farming industry, an appraisal dated May 30, 2003
by Pacific Real Estate Appraisal estimates that the restricted farmworker rental units will require

a 2.5% capture rate.

Market rate constructlon of high-end, single-family homes continues to occur at a rapid pace in
Oxnard.. In.2002, the median home price in Oxnard was $269 508. New homes within one-half

mile of the Project start at $400,000.
: »Hbuslng vSupp‘!y. and D‘einan‘_d

Realfacts indicates an overall vacancy rate of 4.6% for the City of Oxnard in the first quarter of
2003. Project rents are below the City average and a market study prepared by Kioren Moss in
May 2003 ("the Study”) concludes that the vacancy rate for the subject property is 1% or less.
Three and four bedroom rentals are scarce, and most affordable rental units are rented prior to

the move-out by tenants giving notlce

The closest farmworker famtly rental project is eught miles northeast of the Pro;ect and has 160
units with 74 targeted to low and moderate-mcome families. The Project maintains a waiting list
and has minimal turnover. The Borrower is currently’ plannmg the development of a 52-unit
affordable farmworker rental project called Villa Cesar Chavez in south Oxnard. These units will
~ be available for rent at the same time as Villa Victoria in 2005; This’ pro;aci will not |mpact the
demand for Vllla Victona gwen the level of need for affordabie housmg in Oxnard ‘

’One luxury apartment development isin- the planning stages in the nonhem part of Oxnard near
‘the 101 Freeway; and three other affordable housing projécts with a total of-214 units are in the
planning stages. Two of the projects have 94 famlly units and the thzrd pro;ect is a 120-un|t

senior project.

PROJECT FEASIBILITY

‘The unit sizes are consadered average comparable to market and the ‘Project includes
washer/dryers and garages similar to the newer high end rentals in close proxumuty to the
subject. About half of the market rate apartment.complexes in Oxnard inciude air conditioning;
however, air conditioning is not considered a- necessaty as the Project is one mile from the

ocean.

Market rate rents for comparable properties average $950 for a one-bedroom unit: $1197 for a
two-bedroom unit; $1449 for a three-bedroom unit, and $1554 for a four-bedroom umt The
following chart depicts the maximum allowable rents for the project:
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Rent Differentials (Market versus Underwriting)
| UnitType [ Subject | Market Rate Average | $ Difference | % Market
"One Bedroom | $ 950
40% $ 508 $ 442 53%
Two Bedr.oom | ' $ 1,197 ,
40% | $608. $589 . 51%
Three Bedroom ' $ 1,449
40% $693 $ 756 48%
50% . | $850 $599 59%
60% | $1,082 | $367 -} - 75%
Four Bedroom - $ 1,554 ‘
40% - | $764 | $790 1 49%
- 50% - $906 | \ ‘ $648 . 58%
- 60% | '$1,197 o o . $357 T7%

Estimated Lease-dp Period

The Borrower intends to pre-qualify eligible households several months prior to completion of
the Project. Based on the projected capture rates and desirable location of the. Project, the units
are expected 1o rent quickly. The appraiser estimates full occupancy within three months of
completion.

OCCUPANCY RESTRICTIONS
CalHFA 20% (11) of the units will be restricted at 50% or less of AMI,

‘The CalHFA Regulatory Agreement will be for a term of 32 years and recorded
at construction: Ioan close , S B

-RD° 80% (27) of the unlts will be restricted to farmworker households -earning
S 50% or less of AMI Rental Assistance will be provided to these households
TCAC 100% (53) of the units will be restncted at 60% or Iess of AMI.

C!TY ' 100% (53) of the units will be restricted at 60% or less of AMI.for 55 years - -

- and 27 units are restricted to farmworker households earning 50% or Iess of AM!

HCD " 50% (27) of the units will be restricted to iarmworker households earnmg
' 50% or less of AMI.
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ENVIRONMENTAL

A Phase | Environmental Assessment report completed by Gienfos, Inc., on March 27, 2003
concludes that there are no adverse environmental conditions that warrant funher investigation

or remedial action.

The GeoTechnical Engineering Investigation Report dated July 7, 2003 by Gold Coast
Geoservices, Inc., recommends removal of the top layer of loose artificial fill soils, replaced by
three to four feet of engineered 90% compacted fill to bring the slab foundations above the 100-
year flood level. Although there were no findings of soils contaminates, the soils compaction
and foundation recommendations reflected in this report shall be incorporated in the final
approval Plans and Specifications.,

The City staﬁ}are analyZing the potential for golf ball damage to the Project and will include any
additional mitigation measures in their final approved plans and specifications. Due to the
Project’s proximity to Victoria Avenue, an acoustical analysis has been ordered and any findings
shall be incorporated in the final approved pians and specifications.

The Borrower has requested an earthquake insurance waiver, and a seismic evaluation is
underway Any design modifications required as a condition of the earthquake insurance waiver
shall ! be incorporated in the final plans and specifications approved by CalHFA. If the

earthquake waiver is denied, the CalHFA permanent loan amount may. decrease so that the
earthquake insurance premium can be included in the approved operating budget.

ARTICLE XXXIV

A satisfactory opinion letter will be required prior to construction loan funding:

DEVELOPMENT TEAM
Borrower and COntractor

loE D ve| nt Corporati
Cabnllo Economuc Development Corporatnon (CEDC) is a private, nonprofit community
economic development corporation that's been in existence for 22 years. CEDC has developed
16 projects and 823 -units in  southern California, and they currently own and manage 275 of

these units: CEDC intends to be the developer; general partner and contractor for Villa Victoria.
CalHFA has approved one prolect for flnancmg wuth CEDC Plaza Del Sol, a 70-unit project in

Simi Valley.

Management Agem :

| bnllo conomi Develo ntC 5 atuon ‘

CEDC has been managmg affordable housmg projects that. they ve developed since 1992.

They currently own and manage 275 affordable rental units in Ventura and Santa Barbara
Counties. CEDC plans to manage Villa Victoria upon completion.
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Architect
~oner & Carawan, LLP

Faulconer & Carawan, have over forty-five years of combined experience in residential and
commercial buildings designs. In 1996 they received the AIAVC Merit Award for the design of
the 32-unit affordable Villa Solimar development in Oxnard. Some of their other designs include
the 120-unit affordable Camino Del Sol senior development in Oxnard; the 38-unit affordable
Oxnard Hotel for senior residents, the 24-unit Meta St. Farmworker Houszng project in Oxnard,
and the 104 market-rate, for-sale, senior housing development in Ventura. Mr. Faulconer has
contracted to oversee the development of Villa Victoria through completion of construction.
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Project Profite: T Project Descriptior
Project : Villa Viclorla Units 54
Loeation: Just north o Victona & Gonzalez lmmetion Handlcap Units 2
 City Oxnard i m _Gap Rate: 7.50% Bidge Twe New Construction
Counly: Ventura Merke:  $7,850,000 Buildings - "
Borrower: -A-yel o be formed L.P. " Income: $7,650,000 Storles 1&2
GP: Cabriflo Econdric lepm: cmfm Vale: $7,760,000 - Gross SgiFt - 72,879
LP; 78D . : Land Sg R 134,600
R : >m:/t1v: - Construction Permarient - Units/Acre 17
Program: Taxixemm Bond Loan/Cost WA 30.23% Total Parking 108
CalHFA #: 03-045-L& S Loan/Vahse N/A 50.65% Enclosed Parking Spaces 87
Financing Summat . Amount PerUnit " Rate | Term
£$3:825:000 385,278 8.50% 30
$400,000 87,407 8.50% 10
Rural Development Section 514 $1,100,000 $20,370 1.00% a3
Joe Bema Jr. Farmworker Loan $2,977,387 $58,136 3.00% 40
City of Oxriard $865,150 $16,021 4.00% 33
Deferred:Developer Equity $405,3295 $9,174 -
Tax Credit Equity $3,620,400 $67.044
CalMFA Loan to Lender $7,100,000 $131,481 3.00% 2
:»,TYE‘O - Manager " 40% AMI - 50% AMI . 80% AMIE Market 1. Total -
s Inymber - rent” [ aumber C-orent® | . number . - rent' | number rent' | number . rent® | -
1 bedroom 1 $508 0 $0 0 30 .0 0 1
2 bedroom| 1 0 1 $608 0 $0 0 $0 g 9 2
3 bedroom 17 $693 3 $850 13 $1,082 0 0 33°
4 bedroom 8 $764 2 $306 8 $1,197 0 0 18
subtotai 1 27 5 21 0
“Underwriting assumphions for first mongags. 54
Fees. Escrows, and Reserves: .,
Bagsiy of Requirements.
1.00% of Loan to Lender Loan
0.50% of Perm. Loan
1.00% of Tax Exempt Loans TE7T000  tofier of Croch
$1,500 x-months of construction 21,000 Cash at Construction Loan Close
2,50% of Hard Costs for 12 mihs $133;603 Letsr of Crecht ot Porm.
10.00% of Gross Income “HOZBIT Letter of Gred at Pom
$800 per unit per year $27,000 From Operations




Name of Lender / Source
CalHFA First Mortgage
CalHFA 2nd Mortgage

Rural Development Section 514
Joe Serna Jr. Farmworker Loan
City of Oxnard

Total Institutional Financing

Equity Financing

Tax Credits o
Deferred Developer Equity
Total Equity Financing

TOTAL SOURCES

Acquisition:
Rehabilitation

New Construction. .
Architectual Fees . .
Survey and Engineering
Const. Loan Interest & Fees
Permanent Financing
Legal Fees

Reserves

Contract Costs
Construction Contingency
Local Fees

TCAC Costs

Other Costs

PROJECT COSTS

Developer Overhead/Profit
Consultant/Processing Agent

TOTAL USES

187

Amount
3,525,000
400,000
1,100,000
2,977,367
865,150
8,867,517

3,620,400
495,395
4,115,795

12,983,312

0

300,000

40,000

450,990
96,125
63,000

358,300
11,000

727,599

1,100,000
28,038
62,500

11,314,012

1,629,300
40,000

12,083,312

0
8,076,460

'$ per unit
65,278
7,407

20,370

55,136
16,021
164,213

67,044
9,174
76,218

240,432

0

0

149,564
5,556
741
8,352
1,780
1,167
6,635
204
13,474
20,370
519
1,157

209,519 -

30,172
741

240,432

15%7

% of Total
27%
3%
8%
23%
7%
68%

28%
4%
32%

100%

0%
0%
62%
2%
0%
3%
1%
‘0%
3%
0%
6%
8%
0%
‘0%
87%

13%
0%

100%
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INCOME: B o Total $ per unit
Total Rental Income 563,988 $10,444
Laundry 0 $0
Rental Subsid Income : 64,121 - $1,187
Gross Potential income (GPI) 628,109 $11,632
Less: A
Vacancy Loss 31,405 $582
Total Net Revenue | 596,704 - $11,050
Payrol! 65,000 $1,204
Administrative 22,000 o $407
Management fee 22,680 $420

- Utilities - 26,000 $481
Operating and Mamtenance . 54,000 $1,000
insurance and Business Taxes . 11,000 $204
Taxes and Assessments 5,000 $93 .
Reserve for Replacement Deposits * 27,000 $500 ' .
Subtotal Operating Expenses . 232,680 - $4,309 -
Financlal Expenses , ' ,
CaiHFA 1st Mortgage : 240,175 $4,448
CalHFA 2nd Mortgage 52,093 $965
RD Section 514 Loan ‘ 39,700 . $735
Total Financial 331,967 $6,148

Total Project Expenses 564,647 $10,456
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RESOLUTION 03-38
RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT
"WHEREAS, the California Housing Finance Agency (the "Agency”) has received

a loan application on behalf of Cabrillo Economic Development Corporation (the
"Borrower"), seeking a ioan commitment under the Agency's Loan-to-Lender and Tax-

- Exempt Loan Programs in the mortgage amounts described herein, the proceeds of which

are to be used to provide financing for a S4-unit multifamily housing development located
in the City of Oxnard to be known as Viila Victoria (the "Devclopment”); and

-~ WHEREAS, the loan application has been reviewed by Agency staff which has
prepared its report dated August 29, 2003 (the "Staff Report”) recommending Board
approval subject to certain recommended terms and conditions; and

WHEREAS, Scction 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 July 9, 2003, 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 Dévelopment; 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:

I The Executive Director, or in his/her absence, either the Chief Deputy

Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute and deliver a final commitment letter, subject to his/her recommended terms and
conditions set forth in the CalHFA Staff Report, in relation to the Development described
above and as follows:

PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
NUMBER LOCALITY OF UNITS  _AMOUNT
03-045-1/S  Villa Victoria 54

Oxnard/Ventura Loan-to-Lender: $7,100,000

Permanent First Mortgage: $3,525,000
Permanent Second Mortgage: $ 400,000

[P
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Resolution 03-38 .

Page 2 1

N

2. The Executive Director, or in his/her absence, either the Chief Deputy
Director or the Director of Multifamily 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%)
and modify the interest rate charged on the Loan-to-Lender loan based upon the then cost of :
funds without further Board approval.

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 his/her absence, either the Chief Deputy Director
or the Director of Multifamily Programs of the Agency, change the legal, financial or public
10 purpose aspects of the final comritment in a substantial or material way.

1
3. All other material modifications to the final commitment, including increases |
i
l

W O® N O U B W

1

=t

I hereby certify that this is a true and correct copy of Resolution 03-38 adopted at a duly
constituted meeting of the Board of the Agency held on September 18, 2003, at Burbank,

12 ‘California.

13
14

ATTEST:

15 o b Secretary

16

17
18
19

20
21

22
23
24
25

g ‘ ®
COUF@AFER . }
' i
{

STATE OF CaLIFORNIA
STD. 113 (REV. 3.8

OSP 98 10924 KRN
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RESOLUTION 03-38

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the California Housing Finance Agency (the "Agency") has received
a loan application on behalf of Cabrillo Economic Development Corporation (the
"Borrower"), seeking a loan commitment under the Agency's Loan-to-Lender and Tax-
Exempt Loan Programs in the mortgage amounts described herein, the proceeds of which
are to be used to provide financing for a 54-unit multifamily housing development located
in the City of Oxnard to be known as Villa Victoria (the "Development”); and

WHEREAS, the loan application has been reviewed by Agency staff which has
prepared its report dated August 29, 2003 (the "Staff Report") recornmendmg Board
approval sub)ect 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 July 9, 2003 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 his/her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute and deliver a final commitment letter, subject to his/her recommended terms and
conditions set forth in the CalHFA Staff Report, in relation to the Development described’
above and as follows: ‘

PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
NUMBER LOCALITY OF UNITS AMOUNT
03-045-1./S Villa Victoria 54

Oxnard/Ventura Loan-to-Lender: $7.100,000

Permanent First Mortgage: $3,525.000
Permanent Second Mortgage: $ 400,000
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Resolution 03-38
Page 2

2. The Executive Director, or in his/her absence, either the Chief Deputy
Director or.the Director of Multifamily 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%)
and modify the interest rate charged on the Loan-to-Lender loan based upon the then cost of
funds 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 his/her absence, either the Chief Deputy Director
or the Director of Multifamily 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 ;his is,é tr,ucf and correct copy of Resolution 03738,'adopted at a duly
constituted meeting of the Board of the Agency held on September 18, 2003, at Burbank,

California.
ATTEST: %’/w"@ L

Secretary
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RESOLUTION 05-33

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS the California Housing Finance Agency (the "Agency") has received
a loan appllcauon on behalf of Cabrillo Economic Development Corporation, a nonprofit,
public benefit corporation (the "Borrower"), seeking a loan commitment, the proceeds of
which are to be used to provide financing for a multifamily housing development located
in Oxnard, Ventura County, California to be known as Villa Victoria Apartments (the
"Development"); and

‘WHEREAS, the loan application has been reviewed by Agency staff which
-prepared a report- presented to the Board on the meeting date recited below (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 retrmburse prior
expenditures for the Development with proceeds of a subsequent borrowing; and

WHEREAS, on July 9, 2003, 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 R '

WHEREAS, based upon the recommendation of staff and due deliberation by the -
Board, the Board has determined that a modified final loan commitment be made for the
Development;

1. The Executive Director, or in his/her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute-and deliver a final commitment letter, in a form acceptable to the Agency, and
subject.to recommended terms and conditions set forth in the Staff Report, in relation to the
Development described above and as follows:

PROJECT DEVELOPMENT NAME/ MORTGAGE
NUMBER LOCALITY AMOUNT
03-045-L/S.--- : ... VillaVictoria Apartments $9,675,000-Loan-to-Lender Loan
S Oxnard, Ventura County, CA $4,110,000-Permanent 1* Mortgage
e $ 400,000-Permanent 2" Mortgage
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Resolution 05-33
Page 2

2. The Executive Director may modify the terms and conditions of the loans or
loans as described in the Staff Report, provided that major modifications, as defined below,
must be submitted to this Board for approval. "Major modifications" as used herein means
modifications which either (i) increase the total aggregate amount of any loans made pursuant to
the Resolution by more than 7%; or (ii) modifications which in the judgment of the Executive
Director, or in his/her absence, either the Chief Deputy Director or the Director of Multifamily
Programs of the Agency, adversely change the financial 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 05-33 adopted at a duly
constituted meeting of the Board of the Agency held on September 8, 2005 at Burbank,
California. ’

ATTEST:
Secretary
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CALIFORNIA HOUSING FINANCE AGENCY

Modified Final Commitment
Woodhaven Manor Apartments

Rancho Cucamonga, San Bernardino County, CA

SUMMARY

In May 2005, the CalHFA Board of Directors approved a tax-exempt:Acquisition and Permanent
Loan for Woodhaven Manor Apartments. The project is being developed by HB Housing
Partners, L.P.,"whose managing general partner is The Southern California Development
Corporation of the Inland Empire (“SoCal”’) and the administrative general partner, National
Housing Development Corporation (‘NHDC”). SoCal will be the sponsor, general contractor,

and:property management agent.

- CalHFA # 05-010 A/S

revised.terms are as follows: .

LOAN TERMS
Acquisition

" First Mortgage
Interest Rate
Term
Financing

Bridge Loan -

Interest Rate
Term
Financing

Permanent

. First Mortgage

Interest Rate
Term
Financing

Second Mortgage
Interest Rate

Term

Financing

August 23, 2005

" This Loan Modification is to request an increase of $975,000 in the acquisition financing and the
addition of a $1,030,000 Bridge ‘Loan. The combined original commitment, as attached and

ORIGINAL REVISED
. $7,605,000 $8,580,000
. 4.65% 5.35%, variable
12 Months, interest only same
Tax-exempt same
$0 $1,030,000
5.40%
1 year
Tax-exempt
" $1,500,000 ~ $1,500,000
59% : -.5.60% .
30 year fixed, fully amortized same
Tax-exempt same
$3,000,000 $3,000,000
5.0% 5.30%
17 years, fully amortized same
Tax-exempt same
1
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CalHFA construction financing is subject to the assignment by the borrower of tax credit equity
and all rights under non-CalHFA financing commitments.

REASONS FOR THE LOAN MODIFICATION/INCREASE

1. The construction budget has increased by 2.2% to $369,188 over the last 6 months.

2. The Rancho RDA funds will pay the prepayment fee of $337,774. Rancho RDA sources
reduced to $7,662,226 in construction financing and $8,662,226 in permanent financing.

3. A tax-exempt bridge loan has been added to meet the 50% basis test for tax credits.

The-tax credit equity has been increased to approximately $610,272 and will be paid in during
construction. SoCal will defer the $250,000 of developer fee if this request materially reduces
estimated equity. The deferred developer fee has been increased to $534,499; The
construction loan interest has been increased to reflect the new construction loan interest rate
and bridge Ioan interest has been added to the permanent loan.

OTHER FINANCING

The City of Rancho Cucamonga Redevelopment Agency will provide funds in the amount of
$8,996,235 to the developer and project. The terms are 3% interest, 55-year term, and
payment from residual receipts.

HOUSING ASSISTANCE PAYMENT (“HAP”) CONTRACT

The original HAP contract was executed on May 13, 1983, for a term of 20 years. The HAP
contract expired on September 30, 2003, and by its terms, was extended for-the first of four- (4)
additional 5-year terms (20 years total). The contract is in the first 5-year renewal period.
CalHFA is the Section 8- Contract Administrator. ~ .

Assignment of the HAP contract to the Borrower, any required modification to the HAP contract,
and the general plan of financing, are all subject to the approval of the Department of: Housmg
and Urban Development (“HUD ).

The borrower will'be required to seek and accept any renewals of the project'based Section 8
contract.

~ This project.is a post 1980 HAP contract with limited distribution to the project sponsor. The
existing replacement reserves will be transferred to the property and HB Housing Partners, L.P.
upon ownership. In addition, the project is subject to a FAF Refunding Agreement dated August
1, 1992. The Rental Housing Construction Program (RHCP) contract terminates in 2012.
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. PROJECT DESCRIPTION

Project Location

Site

The project is located in Rancho Cucamonga, in southwest San Bernardino County.

The City of Rancho Cucamonga (City) is located adjacent north of the City of Ontario.
The City extends from the foot of the San Gabriel Mountains on the north to the San
Bernardino (10) Freeway on the south, and from the Cucamonga Creek on the west to
Etiwanda Avenue on the east.

"Rancho Cucamonga is 18 miles west of the San Bernardino Civic Center, and 37 miles

east of the Los Angles Civic Center.
The neighborhood ‘is Iocated in the community of Alta Loma, which is situated in the
northern' portion of the City of Rancho Cucamonga. The Alta Loma- school district is one

- of the most desirable in the Inland Empire.

The subject is surrounded by single family and supporting commercial services.
Construction is currently taking place on the Victoria Gardens Regional Mall, a 1.3

~miillion square foot shopping venue located at the northwest corner of Foothill Boulevard
-and the Ontario (15) Freeway. A regional mall anchored by Robinson’s-May, Macy, J.C.

Penny and 16-screen AMC theatre opened in 2004. A Sears store is located across the
street.

° The srte is rectangular in shape and'is 7. 54 acres in size. ,
¢ The site’is’ “zoned M, ‘Medium-Density Residential. According to zonlng ‘requirements,

the subject is requrred to provrde a minimum of 218 parkmg spaces, including 154
carports and 64 open spaces The subject prc»vrdes 233 parkrng spaces, mcludrng 102
carports and 131 open spaces In addition; the city allows density bonuses ofuptoa25

_percent increase in the maximum density allowed by the zoning district. The subject’s

density of 15.5 units per acre is above the maximum of 14 units per acre. The
improvements represent a legally non-conforming. use, and if damaged, may be restored
without special permit application.

The subject and surrounding-land uses are consistent with the zoning of the area.

improi)ements‘

' The- prOJect was burlt in-1983 and is a 117-unit, garden story apartment complex at the
northwest corner of Haven Avenue and Lemon Avenue. The property consists. of 32 one

~and two story-apartment ‘buildings of wood frame. construction in average condition.
.-Project:amenities include two children’s play areas, basketball courts, and two common
~laundry facilities. There are four floor plans, which consist of 80 two-bedroom/one bath
~ units and 37 three- bedroom/one and one-half bath units. Apartment amenities include
‘full krtchens rncludrng drshwashers and central heatmg and arr condrtronlng

PHYSICAL NEEDS ASSESSMENT 1 SCOPE OF WORK

“"The prOJect is in average -condition for a development of this type and in average
- condition when compared to other developments: of similar type and age in the City of
Rancho Cucamonga.
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The scope of rehabilitation work is as follows:
Site work, $180,000 — demolition of old leasing building, handicap ramps, pavement,
curbs & gutters, utilities-sewer repairs.

¢ Landscaping, $1,150,000 — drainage ($55,000), fencing, wrought iron ($128, 000)
landscaping ($86,000), rec. bidg./laundry/maint. bldg. ($498,000), tot lot upgrade
($30,000), lighting & signage ($107,000), and flatwork.

e Mechanical systems/Painting/Roofs, $1,154,000 — HVAC - heating & air ($122,850),

~ exterior . painting ($236,000), plumbing ($175,000), Roofs ($635,000), misc.

($60,400,000).

- - Residential Units, $400,000 — allowance as needed for replacrng/repalrrng interiors as
needed.

¢ Windows, ($81,000) — Retrofit dual glazed windows in all units.
The total amount of immediate rehabilitation is $3,114,250 or $26,617 per unit.

e Work is scheduled to commence upon closing and be completed within 12 months after
commencement. ,

Off-site improvements
e No ofi-site improvements and/or costs are required.
Relocation

e There is no relocation expense required for this project. Most of the renovation will take

place around the occupied units. The.. .specific unit rencvation such as window

~ replacement and smoke detection wiring can take place .without displacing the tenant.

The Borrower will conduct tenant orientation meetings prior to the purchase of the -

Vproperty and ‘before. and ‘during the rehabilitation period regarding the scope of work,
timelines, and address any tenant issue or.concerns. regardrng the prorect

MARKET
Market Overview

The Primary Market Area (PMA) consists of the City of Rancho Cucamonga. It is estimated that
80+% of the {enant population will be from this area. The estimated PMA population is 153,876
persons (2004) and is ‘expected to grow by 19.59% to 184,027 by 2009. There are 49,020
households wrthrn the PMA populatron of which the ‘majority are homeowners

Housmg Supply and Demand

° The subject is the only Section 8, pro;ect in the City of Rancho Cucamonga

e The subject Iocatron is generally defi ned as a “bedroom” communrty, serving. the larger
employment centers in Los Angeles and Orange County The Ontario Airport area is
also exhibiting strong business growth, with an increasing employment base.
Occupancy rates for market rate units ranged from 93% 10.96%.
The subject has a tenant waiting list in excess of two years.

e The largest category of existing apartment units in the city.consists of one-bedroom/one
bath units, followed by two-bedroom/two-bath units.
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e The rental market is stable and the average rental rate increased 9.8 percent during the
past twelve months. The three-bedroom townhouse units experienced the largest rental
rate increase at 18.9 percent. The two-bedroom units increased 14.2 percent. The
studio and one-bedroom units increased 11.5 and 9.1 percent, respectively.

Estimated Lease-up Period
e The project is currently 99.1% leased and the proposed rehabilitation will not interfere
with occupancy.
ENVIRONMENTAL
A Phase | Environmental Assessment report was completed on February 16, 2005. The report

concludes that there are no adverse environmental conditions that warrant further investigation
or remedial action with the exception of the development and implementation of a Water

Moisture/Mold Prevention Program (Program) for the project. This Program will ensure.that =~ - s
. -effective: controls and:measures are in place to prevent arid/or address moisture intrusion. The

new_owners are in the process of setting up a program with the assistance of a heaith and
safety professional firm experienced in performing microbial investigaticns. A condition of
acqunsmon closnng by our Agency will be to approve the Program.

A seismic eva‘luatioh is currently in process.

DEVELOPMENT TEAM

Borrower

HB Housing Partners. L.P.

e The non-profit Managing General Partner and sponsor/developer will be The Southern
California Housing Development Corporation of the Inland Empire-(“SoCal”). Founded in
1992, SoCal Housing has become one of the larget regional nonprofit developers
operators of affordable housing in Southern California. The organization has more than
$175 million dollars in assets and a portfolio of more than 3,500 units of multifamily and
senior housing under its control.

e. -The co-general partner will be National Housing Development Corporation (“NHDC").

- - During the fallout- from the 1980s Savings and Loan crisis, NHDC’s founders served as

" the technical assistance advisor to the Resolution Trust Corporation (RTC) for the State
of -California. - From: thisexperience, NHDC created the concept of an acquisition
intermediary- of holding - properties in trust while searching for community-based
developers to become their long-term owners. NHDC was founded in 1999.
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Management Agent

The Southern California Housing Development Corporation (SoCal

e SoCal will also manage the property. SoCal provides management services and social
services coordination for their facilities throughout Southern California, managing over
3,500 residential units for low-income to extremely low-income persons.

Architect

Not applicable

¢ Given that there are no structural modifications or additions, an architect was not
recommended.

Contractor

" The Southern California Housing Development Corgoration {SoCal)

e Over the past 12 years, SoCal has successfully completed 16 major apartment
community rehabilitations totaling 2,080 apartment homes, 10 minor apartment
commurity rehabilitations totaling 1,472 units and 7 new apartment communities totaling
684 units. All but five of these projects were accomplished with SoCal as General
Contractor. In addition, SoCal has 1 project in moderate rehabilitation, 1 project in
substantial rehabilitation and 4 new construction projects in process at this time, totalmg
391 units.’
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Project: Woodhaven Manor

Location: 6230 North Haven Avenue
City: Rancho Cucamonga
County: San Bernardino
Zip Code: 91737

Project Type: Acg/Rehab
Occupancy: Family

Total Units: 117

Style Units: Flats

Elevators: none

Total Parking 233

Covered 102

'$7.605,000

Developer:
Partner:
Investor:

No. of Buildings:
No. of Stories:
Residential Space
Office Space
Commercial Space
Gross Area

Land Area

Units per acre

SoCal Housing
Same
Related Capital

32

2
119,700 sq. ft.
-0 sq. ft.
0 sq. ft.
119,700 sq. ft.
328,442 sq. ft.

16

Apprarsal Date: esty
Cap Rate:  6.00% -|Perm.

~{Perm.

‘Loan/ Cost ' ' 8%

L $1,500,000 $1,500,000"
CalHFA Bridge Loan T $0 $1,030,000 1
CalHFA Second Mortgage - $3,006,000 -$3,000,000 17
Rancho RDA Loan - - $8,996,235 $8,662,226 55
Source 3 ‘ $0 0
Source 4 $0 0
Source 5 $0 0
Source 6 $0 0
. |Source 7 $o 0
Source 8 L S S - $0.- S0
Source 9 e SR $0° [
Source 10 $0 . 0
Source 11, ‘ $0 S0 .
Source 12 $o. .| . 0 )
IIncOme from Operations. . -*J$530,000 - §530,000 i) Lo
Developer Contribution .. . . . %G $0 : i
Deferred Dev. Fee «. .. . .. $9,033 $534,499
[Tax CreditEquity . .° . . . .. . |-7$4576.203 $4,686,012 - ;

. CalMFAF

CalHFA Loan Fggg " L o Amoy
CalHFA Constriiction. Loan Fée' ' $85800
CalHFA Permanent Loan Fees .. $22,500
Bridge Loan Fee $0

c sction Loan Gy .
Completion’ Guarantee Fee | N $0
" Contractors:Payment: ond; 1 U2 80,
Contractors Performance Bond . $0

Date: _‘. 812412005 °

e| R irme

Regurred Re;emgs g

Other Résérve”

Loan / Value: 13%

Arnount* )
- $0

Replacement Resv. Inmal Deposrt $117,000
Repl. Reserve - Per Unit/ PerYr $600

CalHFA Operating Expense Reserve  $231,175

Rent Up Reserve
Transmon Operatlng
Other Reserve

: . $0
Reserve celd $500,000 .,
, $0

Senior; Staff Date:  8/17/2005
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#of | T | #of Average
Units Unit Type Baths Sq. Ft.
~ 1 Bedroom Flat 1
80 . 2 Bedroom Flat 1
2 Bedroom Townhome 1.5
{2 Bedroom Townhome 2
37 - 3 Bedroom.Flat 2
4 Bedroom Townhome 2.5
117 '

' Tax Credits ‘ 116
Locality | 20 40 .56

HCD '

'AHF

Zéhln,g :
' Other

" Restrictod R
Median Income| Units | Restricted|Avg. Mkt ~Sec. 8 Dollars
Rent Levels {Restricted Rents | Rent _ Rent Difference s
OneBedroom .

eBed "$1,400 972

:35%f . .. 6. $459, . $941 .. 33%
45% 13 $604 . $796 43%

50% 0 $0 $0 0%
60% 17 .. $821 _$579 59% s

.- 80% 0 $0 . 4 $0 . 0%

0 Bedroo B $0

7 35% 0 $0'¢ $0 0%
45% 0 $0 $0 0%

50%] 0 $0 $0 0%

60%) 0 $0 $0 0%

80% 0 $0 $0 0%




8,580,000
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Final Commitment

Total - Development Sources

Existing Replacen:ient Reserve - Total Sources " Sources
Construction Only Source 3 - of Funds ($) per Unit %
CalHFA First Mortgage 1,500,000 1,500,000 12,821 8%
CalHFA Second Mortgage 3,000,000 3,000,000 25,641 16%
Rancho RDA Loan 7,662,226 1,000,000 8,662,226 74,036 46%
Source 3 - - - - 0%
Source 4 - - - - 0%
Source 5 - - - - 0%
Source 6 - - - 0%y -
Source 7 - . - - T 0%
Source 8 - - - - 0%
Source 9 - - - - 0%
Source 10 - - - - 0%
Source 11 - - - - 0%,
Source 12 - . . - 0%
- fincome from Operations 375,762 154,238 530,000 4,530 3%
Developer Contribution- - - L. - - 0%
Deferred Developer Fee Co- 534,499 534,499 4,568 3%
Tax Credit Equity . 610,272 4,075,740 } + 4,686,012 40,081 25%
: . Total Sources| 17228260 | - 10,264477 |1 18,912,737 161647 | 100%
(Gap)/Surplus]_ B T 0 0 '
" LOAN PAYOFFS & ROLLOVERS ‘Total Development Costs
) Cor’i;truction Loan payoﬁs $8,580,000 Total Uses " Cost %
; o : S . of Funds ($)_ | = per Unit b
- ACQUISITION] - : R .
Lesser of Land Cost or Value - 4,095,000 - 4,095,000 |- - 35,000 $22%
Demolition - - - : - 0%
Legal -:Acquisition Related Fees 2