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BOARD OF DIRECTORS

Thursday, January 12, 2006
The Westin-
San Francisco Airport
Millbrae, California
(650) 692-3500

9:30 a.m.

"Roll Call.
Approval of the minutes of the November 9, 2005 Board of Directors meeting.
Chairman/Executive Director comments.

Discussion, recommendation and possible action relative to final loan commitment for
the following project: (Beverly Fretz-Brown)

'NUMBER DEVELOPMENT LOCALITY . UNITS
05-027-A/S - Palm Springs Senior - Palm Springs/ 116

) "Apartments - Riverside '

~ Resolution 06-01......... ettt eeteeeaeeraeeeaeetaeesieeetneesneean et ettt 79

Discussion, r.ecomniendatio’n and possible action relative to an additional final loan
commitment and a modification to the original commitment for the following
project: (Beverly Fretz-Brown)

- NUMBER ' DEVELOPMENT LOCALITY UNITS

TBD : Bay Area Housing Bay Area Counties . 71
Plan '

Resolution 06-02................... [T OO URPPPRT 101

Discussion, recommendation and possible action relative to the adoption'of a resolution
authorizing the Agency’s single family bond indentures, the issuance of single family

bonds, short- and long-term credit facilities for homeownership purposes, and related

financial agreements and contracts of services. (Bruce Gilbertson)

Resolution 06-03.............. S PP 139



10.

1.

12.

13.

14.

15.

Discussion, recommendation and possible action relative to the adoption of a resolution
authorizing the Agency’s multifamily bond indentures, the issuance of multifamily bonds,

short- and long-term credit facilities for multifamily purposes, and related financial

agreements and contracts of services. (Bruce Gilbertson)
"Resolution 06-04. ... . e L...153

Discussion, recommendation and possible action relative to the adoption of a resolution
authorizing the issuance of Agency’s bonds, short- and long-term credit facilities, and related
financial agreements and contracts of services for the purpose of financing loans to local

-public entities to assist local public entities in providing or making affordable housing

available to low- or moderate-income persons or families. (Bruce Gilbertson)

Resolution 06-05................oooi ... 167

Discussion, recommendation and possible action relative to the adoption of a resolution
authorizing the issuance of the Agency’s bonds, short- and long-term credit facilities, and

related financial agreements and contracts of services for the purpose of financing loans in
connection with the Bay Area Housing Plan. (Bruce Gilbertson) .
Resolution 06-06....... O OOt 179

Discussion, recommendation and possible action relative to the adoption of a resolution ;
authorizing applications-to the California Debt Limit Allocation Committee for

private activity bond allocations for the Agency’s homeownershlp and multifamily

programs. (Bruce Gilbertson)

Resolution 06-07..........ccooiiiiiiiiiiiiiiiiii e e 191

Discussion of the 2005/06 to 2009/10 Business Plan Update: =~

a) * Business Plan Update Présentation. (Bruce Gilbertsori; Stan Sowers;
Greg Carter; Beverly Fretz-Brown; Jackie Riley)

b) Board Member Comments

Discussion, recommendation and possible action relative to the formation of a CalHFA Board
Audit Committee. (Tom Hughes) : ;
Resolution 06-08......................... e, et eanee e, e 197

Discussion of other Board matters..

N

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

*NOTES**
'~ HOTEL PARKING: Parking is available as follows: 1) overnight
self-parking for hotel guests is $14.00 per night; and 2) rates for
guests not staying at the hotel is $1.00 per hour

FUTURE MEETING DATE: Next CalHFA Board of
Directors Meeting will be March 22, 2005, at the
Clarion Hotel Sacramento, Sacramento, California.

Bd.1-12-06
#123990
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Board of Directbrs Meeting held on November 9, 2005

APPEARANCES

Board of Directors Present

JOHN A. COURSON
(Board Chair)
President
Central Pacific Mortgage

EDWARD HEIDIG
for Sunne Wright McPeak
Secretary
Business, Transportation and Housing Agency

PETER N. CAREY
President/CEO
Self-Help Enterprises

JUDY NEVIS
Acting Director _
Department of Housing and Community Development

7

THERESA A. PARKER
Executive Director
California Housing Finance Agency

JACK SHINE
Chairman :
American Beauty Development Co.

E. DENNIS TRINIDAD
for Sean Walsh-
Director
Office of Planning and Research

LAURIE WEIR
for Phillip Angelides

State Treasurer

--o00o--
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APPEARANTCES
Continued

CalHFA Staff Present:

THOMAS C. HUGHES
General Counsel

JOJO OJIMA
--000~--

For the Staff of the Agency:

EDWIN C. GIPSON IT
Chief
MultiFamily Programs

RICHARD LaVERGNE
Chief Deputy Director

DENNIS MEIDINGER
Comptroller

KATHY WEREMIUK
Multifamily Loan Officer

Also Present

JAMES BUCKLEY
Citizens Housing Corporation

CAROL GOODMAN
Loan Officer

River City Bank

--00o--
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BE IT REMEMBERED that on Wednesday, November 9,
2005, commencing at the hour of 9:32 a.m., at The Westin
San Francisco Airport, 1 0ld Bayshore Highway, Millbrae,
California, before me, DANIEL P. FELDHAUS, CSR #6949, RDRV
and CRR, the fbllowing proceedings were held:

--o0o--

"CHAIRPERSON COURSON: I would like to call our
Board meeting to order.

And before we do call the roll; I would like to
welcome Dennis Trinidad, who joins us from OPR today.

Thank you very much, Dennis, for coming.

MR. TRINIDAD: Thank vyou.

CHAIRPERSON CbURSON: Judy has been with us
before, and is with us again and her --

MSé PARKER: In her capacity as the director of
the —-- |

CHATRPERSON COURSON: Thank you.

Just as a ventriloquist: She says it, she
mouths it and I say’it.

And her capacity is, Jjust as I was going to say,
the acting director of ACD.

So, JUdy; thank you:

MS. NEVIS: Thank you.

CHAIRPERSON COURSON: And from BT&H,

representing the Secretary, we have Ed Heidig. And I

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 ’ 6
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t

know Ed has been here before also previously.

Item 1:

So should I just call the roll?
--00o0--
Roll Call

CHAIRPERSON COURSON: We'll call the roll then.

" MS. OJIMA: Thank you.

Ms. Weir for Mr. Angelides?

MS. WEIR: Here.

MS. OJIMA: Mr. Carey?

MR. CAREY: Here.

MS. OJIMA: Mr. Czuker?

(No audible response.)

MS. OJIMA: Ms. Nevis? 9

MS. NEVIS: Here.

MS. OJIMA: Ms.'Galante?'

(No audible response.)

MS. OJIMA: Mr. Heidig for Ms. Peak?
MR. HEIDIG: Here.

MS. OJIMA: Mr. Morris?

(No audible‘respohse.)

MS. OJIMA: Mr. Shine?

MR. SHINE: Here.

MS. OJIMA: Mr. Trinidad for Mr. Walsh?
MR. TRINIDAD: Here.

MS. OJIMA: Mr. Genest?

" Daniel P. Feldhaus, CSR, Inc. (916) 682-9482
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Item 2.

(No;audible response.)
MS. OJIMA: Ms. Parker?
MS. PARKER: Here.
MS. OJIMA: Mr. Courson?
CHAIRPERSON COURSON:' Here.
MS. OJIMA: We have a quorum.
CHATIRPERSON COQURSON: Thank you.
--00o0--
Approva; of the minutes of September 8, 2005,
Board of Directors Meeting

CHAIRPERSON COURSON: If we could then -- the

minutes are in your binders, and a motion to approve the

minutes¢tof the September. 8th board meeting would be in

order.

MR. SHINE: So moved.
CHAIRPERSON COURSON: Moved by Mr. Shine.

MR. CAREY: Second.

s

. CHAIRPERSON COURSON: And seconded by Mr. Carey.

MS. OJIMA: Ms. Weir?
MS. WEIR: Yes.

MS. OJIMA: Mr. Carey?
MR. CAREY: Yes.

MS. OJIMA: Ms. Nevis?
MS. NEVIS: Yes.

MS. OJIMA: Mr. Heidig?

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482
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MR. HEIDIG: Yes.

MS. OJIMA: Mr. Shine?

~

MR. SHINE: Here.

CHAIRPERSON COURSON: "Yes."

MS. OJIMA: Yes?

CHAIRPERSON COURSON:. "Yes"? Not "here," "yes."

MR. SHINE: Yes.

MST OJIMA: Thank you, Mr. Shine.

Mr. Courson?

CHAIRPERSON COURSON: Yes.

MS. OJIMA: The minutes have been approved.

CHAIRPERSON COQRSON:: Thank you.

--o0o—--
Item 3: Chairman/E*ecutive Director Comments

CHAIRPERSON COURSON: Let me make a couple of
cémments.

Fifst of all, oﬁ a personal note, we are
certainly not going to rush the meeting. We are going
to get all of our business done in due order. At the
same time, I'bgve to leave about 11:20, to attend a
personal -- a funeral in Oregon. So I'll be ieaving SO
I can catch a plane.

But if‘we're not finished with our business,
we'll carry on: I believe the votes that we need for our

quorum will be conducted and concluded by that time, and

Daniel P. Feldhaus, CSR; Inc. (916) 682-9482
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Terri will take over and chair the balance of the
meeting.

Having said that, at your places, you'll see
some additional material. I know we got e-mails
yestefday. Thgre are two additionél pages to add to one
of our projects; and then fhere are some colored photos
of tHe Chavez project that's in our book. Sb you have’
those.

‘In addition to that, I think JoJo handed out a
white envelope, and those contain the annual reports.
We're going to talk a little bit later on today about our
financials\and our fiscal yeaf—end financials; buﬁ you
will see the year—end report that is included in'that
white folder.

ﬁét me make just a couple of other comments real
briéfly. One is.thét at the last meeting, I noted that
we would be moving towards, and we had a little
discussion -- and I think concurrence -- that we would be
putting forth for the Board's consideration the’formatioh
Qf a board of di}ectors audit committge, which we have’
not had, buth think certainly is an important function
that this éoard should have such an entity.

" And frankly, part of it is my fault. I promiééa
counsel aﬁd our executive director that I'd get them some

of my thoughts on that. I did, but I'm tardy, based on

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 ' 10
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some other commitments I've had. So we have not had a
chance.yet to really sit down and sort of vet thrbugh
my rough outline and Terri's and Tom's. So we will do
that; and that will be én the agenda in January. We'll
get that task fin;shed and put together, a proposal for
the Board's consideration. and discussion of formation of
that audit committee aﬁd some of its duties and
respénsibilities.

Having said that, the other thing I'd say is
I hadythe_opportunity to attend the Governor's Housing
Summit in Kentucky, and speak -- do the keynote speech at
lunch at’' that summit.

They'had 550 people in Kentucky attending the
Governor's summit, all the way from coﬁsumér advocates,

they had -- they had housing advocates, they had

-nonprofits, they had home builders there, the realtors

were there, the mortgage lenders were there, many of the

government agency leadership were there, and 550 of them

for a conference one day was very impressive, and they
did a very, very good job.

And they were interested iﬁ many of the things
we're doing. It's amazing when you see some of the
things we're doing, both single-family and our
multifamily, and then look at what they do. And'so we

were -- I was able to impart to them some of the things

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 1
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that we are ‘doing, that they really have -- I think they
would be quick to adopt -- some of our progress out here.
It was an interesting experience.

The other thing I'd just like to - and I know
that he ‘has got a couple of months left -- but this will
be, I think, Dick LaVergne's last Board meeting. So I'm
just going to take the chance as a board -- I know the
staff and so on will do a lot of other things, but to
thank Dick'for his years and support and his friendship.

Dick and I have not known each other very
long, but one of the real nice guys that I've dealt with.

And, Dick, thank you very much for that.

MR;:LaVERGNE: Thank you.

CHATIRPERSON COQURSON: I'll now turn it over to
ouf executive director, Terri Parker.

MS. PARKER: Thank you, Mr. Chairman.

I'm going to ‘be equélly brief. . But I think what
I'll do, is use your comment about Dick to. segue, ‘as the
Agency is now in its thirty-first year, some of the
pecple who have been wiﬁh-the Agency, almost the entire
life of it -- like Dick, over 20 years -- are moving on
in their life:. And so we always have change. So I am in
the process‘éf recruiting a éhief deputy.

I have-thé name of an individual that I will be

talking to the Governor's office with. It will be a

* Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 - 12
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guberﬁatorial appointment. So it's not a name that I can
share until the Governor's office has concurred with it.
That's their rules.

As you know, I sent you all a letter about Linn

Warren resigning as director of Multifamily. And two

.things about that. I can't remember if I said in your

letter. Linn, because of his civil service status, has
requested to be reinstated. He has reinstatement

riéhts -- mandatory reinstatemént rights. He will be
working in the Multifamily area. We're in the process of
outlining and discussing what those duties. will be.

And in addition then, I'll be recruiting for a director

of Multifamily.

The director of Multifamily's position is a
Board appointment. So as I go through that process, the
candidate or candidates will be brought before the.Board
for their consideration and appointment, aé wés done with
Linn.

We continue to have a staff that is wearing
multiple hafs. Certainly Dick is doing that, being chief
deputy and, yoﬁ know, helping out in providing management
and oversight for the Multifamily. But he is also doing
it in the Homeownership area because Ken Williams, as you
know, retired. Jerry Smart, several weeks ago, had four

bypass surgery. So he is out recuperating, getting

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 13
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stronger every day.

Stan Sowefs who 1is here -- wave, Stan -- is
running the Homeownership, under the leadership and
oversight of Mr. LaVergne.

So Mr. LaVergne has many hats these days; as he
has‘haa in the past. But I think it's fair to say that,
you know, the Agency is continuing to serve its
customers, keep our business lines going, and we have
lots and lots and lots of work to do.

On another front, the major initiative that I
talked with you about. several times is thé Homeless
Initiative, the Governor's Homeless Initiative that was
in his budge£ that was enacted this year, that we are in
partners with HCD and the Department of Mental Health.

Our folks have been working with Mental Health and HCD on

, the NOFA which is just about finalized, and should be

going out before the end of the year.

Dick Schermérhorn has been hired by thé
Governor's office of OPR, where the responsibility‘for
coordination for homeless rests in the Schwarzeneéger
Administration.

You all remember Dick LaVergne as our prior

director -- excuse me, Dick Schermerhorn as our prior.

director of programs. So he's serving as the coordinator

"to the director of OPR on the Homeless Initiative. So

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 ‘ 14
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we're working with him on the NOFA and the ovepall
homeless plan.

In addition, we‘are‘playing a role in
discussions on the possible use of Prop. 63 funds iﬁ a
broader arena out in the futufe, of whether or not the
flow of funds could be coming in on an annual basis, and
part of it could be dedicated to housing for chronic
homelessness. And so the Agency is continuing to work on
a number of exiéting initiatives and cfeating new
initiatives. And you'll certéinly hear, the progreés that
we have accomplished recently when We do the report on
the Bay Area Housing Plan.

- So with that, Mr. Chairman, that would éonclude
my remarks.

'~ CHAIRPERSON COURSON: I do want to add two
things: One, in front of each of the Board members is
the schedule of the meetings next year. We have
graciously acceded to the wishes of those whp reside in
the southern part of our great—state fo have three
meetings down there. I trust the attendance from the
south will be a little more robust if we have those
meetings down there than it seems to be when we meet in
San Francisco or Sacramento.

And .the second is that the proverbial "If you

‘parked your car, you get a discount by attending this

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 ‘ 15"




16

Board of Directors Meeting held on November 9, 2005

10
I
12
13

14

14
17
18
19
20
21
22
23
24

25

15

meeting." I have those slips up here that you can get on

your way out.

Having attended to that, let's move to our
projects.

Let meysay one other thing. Afte{ we've
finished the two.projects, then we're also going to do an
updéte and a status report on our Bay Area Housing
project.

And we have Garrett Beli with us from Bank of
America —-- Gabe; is it? -- is with us. So they are here
representing Bank of America also.. And we're going to do
an update on tﬁat after we go through our two projects
for the day. \ - ‘ ? ‘

So Wﬁth that, let's move to the Cesar Chavez.

--000--

Item 4. ‘Discussion, recommendation and possible action
relative to final loan commitments‘for three
projects.

Resolution 05-37 (Cesar Chavez)

MR. GIPSON: Good morning.  This is a final
commitment request‘fdr a 7 million dollar construction
loan for 18 months, a permanent first mortgage in the

amount of $765,000 for 25 years at 3 percent, and a

bridge loan of 3 and a half million for three years at

. 3 percent.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 16
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Cesar Chavez Plaza is a 53-unit family project
located on a 2.15 acre site in the City of Davis.
Nineteen of the units will be special-needs with units

targeted to families in which at least one adult member

~ has a physical disability, illness, and/or a

~ substance-abuse problem.

The borrower is NP Cesar Associates, an L.P.,
a California Limited Partnership, whose managing general
partner is thé Yolo County Housing Authority. The
developer general partner is Neighborhood Partners, LLC,
and the general partner and service provider is Davis
Community Meals.

The project has received additional financing
from HCD MHP, supportive service-based financing from
HCD, and an AHP grant sponsored by River City Bank.

Carol Goodman is the loan officer, and she'll walk us

" through the details of the projeét.

MS. GOODMAN: Good morning.
The aerial view that you see on the screen shows
you that Cesar Chavez Plaza is an infill project on

Davis. 1It's on Olive Drive, and it's immediately north

of Interstate 80. If you were going west on 80 from

Sacramento and you took the Richards Boulevard exit, it's
right behind that exit. So it's right up against the

freeway.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 17
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There are no environmental issues for this site,
but it is very close to the freeway.

A little practice with the mouse.

This is a larger view of the site{ And you can
see that‘it's bétween a self—storaée building on what

we're looking at is on our right, and a new student

)
/

apartménﬁ building called Lexington Apartments, which is
on the left. ) |

The deeeloper for Lexington Apartments
originally owned the whole site, including the Cesar
Chavez site. But they donated it to the city to meet the
requirement of the city's inclusionary ordinance. And
then the city gave the land to Neighborhood Partners as
the developer to construct the project. And once‘the
project is constructed, it will transfer to the limited
partnership.. |

A uniqﬁe aspect of this project -- and you can -

see it on the screen -- is that the site is very narrow.

So there is room on the site for parking, which will go'

alohg fhe left éide of the site. But there's a driveway
there on Léxington Apartments property, and that is going
to be going to end up being a shared driveway. There

will have to be reciprocal easements that will be:

‘recorded. And the owner of the apartment building is

now drafting thét agreement. .- So we will require, at the

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 18
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Agency, that the easements be acceétable to us, and that
they're recorded before the loah closes.

Cesar Chavez Plaza will consist, as Ed
mentioned, of 53 units. The neighborhood includes single
and multifamily residences, as well as some commercial
sifes.

And as you can look at the site plan, the -
pfojéct includes five two-story buildings: three near
the front of the project and two at the back. And among
fhe five, there will be 52 one-bedroom apartments and-one
two-bedroom manager's unit.

And then in the center, that's sort of circled,

. 1is a separate one-story community building that will have

office space and a laundry room, as well as a clubhouse,
with a computer room and meeting rooms. Then in the
front of it,>towards the bottom, is community space,
oﬁtdoor, a picnic area, some play structures. And then
toward the back right-hand side, a community garden.

As I mentioned, there are 52 one-bedrooms.
They're all basically the same. So what I'm showing here
isAa ﬁnit plan for one of the five buildings that
illustrates the typical unit layout.

This ié an elevation that shows. the building

from Olive Drive. The building exterior is going to be

two-tone stucco. I know at the bottom it looks like

’

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 19
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brick, but ip‘s actually another color. 2And the
buildings will also have a passive solar orientation, soO
that the uﬁits will be cooler  in the summer and warmer in
the Winter.

This is the rent chart. And it shows the éanges
of rents as a percentage of area median. income. The

rents are going to range between 22 and 61 percent of

.market. And the estimated lease-up is three months.

Now, the main thing that's of interest about
this project is that, as Ed mentioned,_it's a
special-needs project. It's a permanent supportive
housing project; and the targetbpopulation is people with
physical or mental disabilities or substance-abuse
prob}ems, and who are homeless or at risk of
homelessness. And 35 percent of the units, or 19, will
be committed to this pepulation.

There are no other comparable projects in_Davis,
and noﬁe are planned. But the need in Davis is great,
and it will be the only project in the area that offers
supportive services to the homeless.

{ Bill Pride, who 1s the executive director of
Davis Community Meals which, as Ed mentioned, is one of
the general partners, took me to the area where many of
the homeless live this Davis. -And 1f you were to go down

\

in Olive Drive in your previous aerial, the other side of

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 90
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‘Richards Boulevard, Putah Creek is along that side of

Olive. And they live down in that area, behind Qlive
Drive.
Bill Pride told me he expects to refer

40 people, himself, to the project. These are people

‘that he has met or run into through the course of the

other service activit§ in which he is engaged’in Davis.
Davis Community Meals will sfaff the project.
They'll have a full-time case manager. Aﬁd-that case
manager will do a number of things. In our view and in
HCD's view, the most cfitical function is the outreach

and tenant engagement because the offices are voluntary

in a project like this. They really need to be, not only

because that's the best way to get people into housing,
but also because then when you engage themn, they are

voluntarily participating and the outcomes are better.

The case manager will help the tenants, who are

special-needs clients, figure out what their service

7

~needs are, determine what the outcomes are that they hope

to achieve, develop a service plan, and then obtain those

services. They will also refer people to community-based

services, such as substance-abuse counseling and-
treatment, mental health treatment, and employment
services.

The Davis Community Meals which, as we said,

' Daniel P. Feldhaus, CSR, Inc. (916) 682-9482
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will be a general partner, has been in Davis for
15 years. Meals used to be their primary work, but now
it's the smallest part of what they do. They operate
shelters, they éperate transitional housing projects and
also scattered site transitional housing programs; and
they've worked extensively with clients with mental
illness and substance abuse. They're very excited abouf
this. Thié is tﬁeir first opportunity fo be a part of a
permanent‘hoﬁsing project.

| Are there any questions?

MR. GIPSON: Well, with that, we request
approval of éhaVez Plaza.
| CHAIRPERSON COURSON: Yes, Mr. Shine?

MR. SHINE: With respect to the access, which I
take it, is iny throﬁgh this shared driveway off of
Olive -- |

MS. GOODMAN: Yes.

MR. SHINE: -- oﬁ whose -- this parking -- am
I correct in assuming that thére'svparking on both sides
of that? . }

MS. GOODMAN: There are. But the parking for
this site -- |

| MR. SHINE: I understand that.
MS. GOODMAN: We can go back to that --

MR. SHINE: The parking off of the easement is

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 . 22
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bn both sides for automobiles? There is on one side --

MS. GOODMAN: They're on both sides; right. But
our parkiné, if you look alonglto the north side in that
picture, is the parking for this site, and also in thé
back.

The parking on the other side is for Lexington,
but the driveway is on the Lexington property. If will
be shared.

MR. SHINE: That was going to be my question.

MS. GOODMAN: Yes.

MR. SHINE: So they're going to own it and pay
taxes on 1it?

MS. GOODMAN: That is my understanding, yes.

MR. SHINE: Thank you.

CHAIRPERSON COURSON:" Other questions on'the
project?

(No audible response.)

CHAIRPERSON COURSON:. Is there a motion to
apprové?

MS. NEVIS: I would move to approve the project.

CHAIRPERSON COURSON: Okay, Ms. Nevis moves.

Is there a second?

MR. CAREY: Second.

CHAIRPERSON COURSON: Okay, Mr. Carey secoconds.

Any discussion?

e
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(No audible response was heard.)
CHAIRPERSON COURSON: Any comments or discussion

public?

(No audible response was heard.)

ACHAIRPERSON COURSON: Seeing none, we'll call
- MS. OJIMA: Ms. Weir?
MS. WEIR: Yes.
MS. OJIMA: Mr. Carey?
MR. CAREY: Yes.
' MS. OJIMA: Ms. Nevis?
MR. NEVIS: Yes.
MS. OJIMA: Mr. Heidig?
MR. HEIDIG: Yes.
MS. OJIMA: Mr. Shine?
MR. SHINE: Yes;
MS. OJIMA: Mr. Courson?
MR. COURSON: Yes.

MS. OJIMA: Resolution 05-37 has been approved.

- CHAIRPERSON COURSON: Okay, thank you.

Item 4.

Fireside

--oQo--
Resolution 05-38 (Fireside Apartments)
CHAIRPERSON COURSON: Our second project is the
Apaftments in Marin County.

MR. GIPSON: Correct.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 24
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You've received a few updated pageé for Fifeside
this morning, which you discussed earlier.

This is a final commitment request for a
$12,165,000 construction loan for 21 months, a permanent
first morfgage in the amount of $1,350,000 for 25 years'

at 3 percent, and a second mortgage of $250,000 for

15 years at 3 percent. There's also-a bridge loan in the

amount of ‘4,450,0000, for three years, at 3 percent.

Fireside is a 50-unit new construction and
rehabilitation‘project with 32 units sef aside for
seniors and a manager's unit.

Eighteen of the units will be designated for

~households in which an adult member has a disability and

is at risk of homelessness, and there may be other mental .
illnesses used or HIV possible as/well.

The borrower is Fireside Affordable Housing
Assdciates, a California Limited Partnership, whose

general- partner is Fireside Housing, LLC, whose sole

- member is Stevenson Housing Corporation, a California

nonprofit,‘wholly controlled by Citizens Housing
Corporation.

The project has received additional financing
from HCD MHP funds, Marin County Trust Fund, Marin County
Homes CDBG and fee waivers, Marin Community Foundation,

MCKinney Supportive Housing Funds, and AHP funds.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 25
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Kathy Weremiuk is the project officer, and
she'll take us through the project.

MS. WEREMIUK: Right. &As I'h talkipg about the
aerial, I thought I woulé talk about the changed pages
and the cﬁa;ges in the staff report.

At the time the staff fgport was written, the
HCD cOmﬁitment\had not been issued. As of Friday, they
have issued an initial commitment for $4,882,000 of MHP
funds. J

Thé basis of the commitment was negotiations
that occurred between HCD senior staff and the County of
Marin and the borrower to accommodate concefns thaf HCb
had.

The Cbunty agreed to’ remove 1.8 million in costs
from the project that they would absorb themselvés
through Fhéir trust fund, including all of the relocation
costs, all of the fees, and all of the acquisifion costs,
including interest-carry, engineering costs, and some of
the consulting costs that &ere spécific to County
requireménts.

With that removal, the chgnge that you will see
is that the County of Marin loan that we're projecting is
1,122,000, instead\of 2 million. They've éBsorbed 800 of
that. |

The home locan will be a 1,225,000 instead of

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 26
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1,775,000. They've absorbed all éf the relocation costs.

Relocation has already occurred. There are a
few appeals on the relocation amounts, but,the County has
settled with all of the residents who were in the former
motel.

And the other change is that the fee waiver is
not showing as a cost. The county has just absérbed
that. They're not showing it as a contributibn to the
project;

And some of the grant costs are going to cover
some of the infrastructure costs, so that we're showing
395 in grants, instead of 595 in grants.

The impact of that, is to bring the cost of‘the
project down to 3 million -- or, I'm sorry, $381,000 per
unit. It's a little different than costs in the HCD
commitment, but’it has to do with our bridge loan
interest, and the fact that we, at this point in the
project, require higher interest reserves than would have
been shown in the original HCD commitment.

gut the project is in compliance with HCD, and
all of the funding in the project is currently committed.

The other change -- and we weren't sure at the
time that we'wrote the Board packet -- as to whether 5r
not‘the Céunty would absorb the costs by taking a

leasehold interest. The County determined that they did

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 27
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not want to do that, that they would rather just pay the
costs and not record deeds of trust for those amounts

against the property, because many of the costs have

"already been incurred, and they already have deeds of

trust; and they would have to incur about a hundred

thousand in additional legal costs. They didn't feel

~they needed a ground lease and they didn't want to go

through additional legal work. So those are changes that
you will see in the funds.

I've put the changes in italics, and tried to do
a bold and italics for you in terms of the items that
have changed. Nothing else in the project has changed.

The project itself is in Marin County. It's in
the unincorporated area of Marin.

It is fairly close to Marin -- this is Marin
City. This is Riéhardson Bay. This is the Golden Gate
National Recreation Area that starts here, and goes allv

the way to the Pacific Ocean. This is Highway 101. This

' is Route 1, or Shoreline Highway. And this is the

project site. The project site goes up -- it's got about

.a.three-quarter of an acre buildable pad, and then goes

~ up into a hillside.

And when I drew this, I hadn't seen the exact

plot plan; but it actually goes up to a residential

community at the top of the bluff.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 Y
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This is a closer view of the site. And you will

_see -- this is the bluff. There is a Park-and-Ride right

here (pointing). There is a proposal -- and-it's been
approved by Caltrans, the encroachment permit hasn't
been finalized -- but to build a pedestrian crosswalk
across the on/ocff-ramp to Highway 101. Residents ;ould
then be able to walk across here (pointing), go through
the Park-and-Ride. And right about here, there's a
signalized crosswalk that would let them get closer to
the bay.

Children who are bicycling can also take their
bikes up through the Golden Gate Regional Park Area and
cross over here (pointing), take the'bike path down, and
then there is a Shoreline bike path. And as I mentioned,.
it extends all the way across.

This is Tan Junction. Mill Valley is just a
little bit further to the north. All oﬁ the grocery>
stores, pharmacies, schools that will serve the project
are located in Tan Junction.

This is just a plot plan of the site, showing
the contours of the hills. Somewhere in here (pointing)
there's an old quarry area.

The site has on it anAhistofic inn.  It's not a
national regisfered building, but it's been a sited

building. It was in the 1850s, it was an inn and I guess

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 29




]
30 |

Board of Directors Meeting held on November 9, 2005

1 sbrt of a Pony Express.
2 The inn itself will be altered somewhat. This
-3 . section (pointing), which is new, will be removed; and
4 the facade will be brought back to its original
© g condition. it's'one of the conditions for its approval.
q fhe top floor of the inn will be used as the
7 manager's unit, énd the bottom floor, 2,700 square feet,
8 will be community area and an area. for supportive
~9 services for the residents.
10 There‘is a fireplace. 1It's a beautiful open
,1I area, and it will probably be the nicest community space
12 that we've seen built out of a project that we've worked
13 with. |
14 ’This is just another view of the site and the
15 Fireside (pointing). This addition, which is a
14 non—hiétorié addition, will also be removed.
17 - The housing will be sited along this end of the
18 site (pointing). Just another view again.
19 This is a rendering of the site developed.
20 These will be senior units (pointing). They will be on a
21 podium. There will be surface parking‘in front. The inn
22 itself will be there. And then behind the inn will be
23 ‘the 18 two-family dwelling units, half of which will be
24 townhoﬁes and half of which will be flats.
25 This is a plot plan -- or a plan of the éite.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 30
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This. shows the 32 senior units (pointing). They wili be
on fop of a podium. The family.units will be here.
There will be some encroachment into the hillside.

The site has historic resources on it. It was
an Indian burial ground at one point in time. And the
loeation and siting of the buildings, they're being sited
on top of what was a previous motel that had been on the
site -- in part, beeeuse it was determined that by
building exactly on that footprint, they wouldn't disturb
any resources.

Many years ago, when one of the additions,

(they're;now taking off the inn) was put on, they did

" discover Indian artifacts and a burial ground. And,

therefore, this area of the site will be non—disturbed7

This circle right here (pointing) and this

- circle right here (pointing) are probably the most

&ulnerable, in terms of artifacts; and, therefore, theré
will be a non-disturbance of that area.

| There is an easement that was purchased with
property. The easement is ac?oss the adjaceﬂt -= the
land of the adjacent motel, FEuntain Motel; and it will
be a non-exclusive easement tﬁat will allow for a
driveway up into the parking ?r into the podium
structure. i

In front of the property and buffering it from

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 3]
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Route 1 is a parcel of Caltrans land. There's currently
an access road. That access road will be blocked off.
It will no longer be an access foad, into the on- and
off-ramp. Although Caltrans will still own and control
this portion of the property, but it will be landscaped
and it will be an amenity for the project itself.

. In terms of the costs of the ?roject, which I
mentioned before, this is one of the last buildable sites
in Marin. It was zoned to a density of 12.7 units per
acre, which required the full 4.3-acre parcel.

Competition for purchase of the site would have
been anothér motel, som? kind of retail, or condominiums.
Land‘costs were high, and they were costs the site had

to abéorb.

On the hillside behind the site, there is\
instability. There is some possibility of debris coming
down thg hiliside. Therefore, there wili beva wall built

around the edges of the property, and then further up on

‘the hillside there will be a catchment area for debris,

as well as a debris fence.

The préj?ct is a supportive housing project.
The supportive se%vice provider is Upward Bound. They
are the largest p?ovider of homeless family services in
Marin‘County. They will be providing a case‘managef and

mental health counseling and services on-site.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 -
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The expected disability is mental illness,

.although’ it can also be HIV, QIDS, substance-abuse,

|
co-occurring disorders, or allso chronic medical
|
conditions which we might seel with the senior population.

They have an absolutély excellent track record
of providing services, both ob a site-specific basis and

also scattered sites. And thky are contributing staff to

the project.

There will be some ﬂpney, about $30,000 in the
| / |
operating budget, that will also be set aside for

supportive housing staff. }
‘ ;

Eent because of the

Our loan is at 3 per

supportivé service component.{ But the income profile of

. 1
P 1

the project will be even lower. There are 15 -- the
- :
15 percent AMI units, eight df'the studios which will be

reserved for seniors -- indeed, restricted for seniors --

will be at 15 percent AMI. 1he remainder of the studios

will be somewhat below markeﬂ.

The one-bedroom uniﬂs will not have a deeply.
-
targeted set-aside; but there are ten of them, and the

borrower has gotten ten Sectilon 8 units. So those ten

units will be reserved for very, very low-income
i

families. Market rents are éubstantially higher.

And then nine of th% one-bedroom -- ten of the

, | . .
one-bedroom units -- our two-bedroom units, which are
{
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reserved for-families, will be targeted at 15 percent
AMI._ And then there will be an additional seven units
that will be at 60 percent AMI. i |

The Marin market has been a market that has
fallen somewhat since it peaked in 2001. It has
restabilized at these rental rates. It lost about
25 percent. It went down about 25 percent from 2001 to
2004; with the exception of tﬁe studios, which actually
held level, all the way -- they peéked -~ they didn't go
up, but they didn't go down in rents. | |

And I think that's the project. If there are
any questions -- oh, on the resolution, I think the
resolution needs to be modified. It didn't mehtion the
bridge loan.

MR. HUGHES: Righﬁ. Mr. Chairman, I was going
to mention that the final verSioﬁ of the resolution will
reflect the financing shown on the project summary. The
bridge loan is currently not on it.

CHAIRPERSON COURSON: Okay, we'll note that when
we get ready to take some action. |

I have 'a couple of questions.

You were talking about the Marin and some of the
changes. In the report, it talks about their 1,645,000 -
acquisition loan. Now, is that still in place?

MS. WEREMIUK: The acquisition loan will still

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 34
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be in place. It will be comﬂng'out of CDBG and out of
| ‘ :

the Housing Trust fund. Thej'll allocate it as =--

CHAIRPERSON COURSONA And is that. subordinated
! \

to our construction loan?

MS. WEREMIUK: All df the other loans, yes. All

!
of the other loans will be sdbordinated to our deed of

trust. . }
i

CHAIRPERSON COURSON: And then you talk about --
there's some conversation abgut the different project
costs. You talked about the%entitlement constraints and
cultural -- and so on. |

You talk about soil%and hillside conditions --

MS. WEREMIUK: Yes. |

CHAIRPERSON COURSON: -- which obviously is

fairly dramatic on this site,; I might add.

MS. WEREMIUK: Yes. ! ‘

i
|

CHAIRPERSON COURSON% It says, "These costs have
not been quantified to dateiﬂ
Does that mean theyéare not included in the
per-unit cost? |
MS. WEREMIUK: No, ahey are included in the
per-unit cost. They weren'tébroken out as separate line
items that. I could pull out %nd tell you exactly what
those costs are. 7 %
i
In terms of where tﬁis project 1is, it is past
L
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working drawings, and has been submitted for plan check.

And all of the estimates)come off of complete drawings.
There may be some moaifications as it goes through plan
check, but we're pretty comfortable on the costs of the
prbject.

The only thing that hasn't been resolved yet is
the encroachment permit withLCaltrans.‘ They've agreed
they would do it, but the actual expedition of getting
that permit, that can take some months. And that will
actual;y -- our borrower's success in getting the permit
will set the construction start date.

CHATRPERSON COURSON: And then my last question
at this point is, I notice that you -- there's a comment
which we see on many projects £hat the developefs have
requested an earthquake waiver.

MS. WEREMIUK: Right.

CHAIRPERSON COURSON: Going gack to the site
that we've juét discussed, what criteria would cause us
tb grant such a waiver on a site like this?

MS. WEREMIUK: We woﬁld grant -- we would have
the drawings and the plans, the'structural plans for theA
site reviewed by URS, who is our consultant. They would
determine whether they Jere adéquate for the specific
conditions of‘the site itself. ' \

If they weren't, they would request

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 : 36
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modifications, and we would require that those
modifications be made before we went forward and closed
the construction laan.

CHAIRPERSON COURSON: Other questions?

Mr. Shine?

MR. SHINE: Going back to your comment, am I
correct in assuming that the soils and geotechnical
assessments have all been made based upon which the
foundation recommendations --

MS. WEREMIUK: That's correct.

MR. SHINE: -- have been drawn?

MS. WEREMIUK: That's correct.

And URS to date -- I don't have the final report
back, but they've been very comfortable. I've gotten
feedback that they're very comfortable with the engineers
and the work that's been done. But we have -- I'm still
waiting for a final.

MR. SHINE: Excuse me, I'm sorry, who is
comfortable?

MS. WEREMIUK: Our seismic consultant, our
engineering consultant. We contract with URS, which
is an international firm that has tremendous expertise
in --

MR. GIPSON: Seismic and engineering matters.

MS. WEREMIUK: -- seismic and engineering

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 37
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matters.
And we've gotten preliminary comments back from

them that they are comfortable with the firm, théy are

‘comfértable with what they've seen to date; put I haven't

gotten a final report.
MR. SHINE: Okay, that's great. And that has

been coupled with a soils and geotechnical analysis of

the cut and fill and stability and the slope you're goéing

to end up with when the work is finished?

MR. GIPSON: It includes all that.

MS. WEREMIUK: It includes all'that.l

The only concern that they had in terms of slope
stability at the end of the process from the geotech
reports was the possibility for debris migration down the
hillside because it's very steep. And that's the reason
that there will be a catchment area, debris fences, and
then also‘this —-

MR. GIPSON: Wall.

MS. WEREMIUK: -- the wall.

MR. SHINE: Any.planting of stuff on the slope

itself?

I3

MS. WEREMIUK: The slope is -- they're not going’

to be doing any planting on the slope. The slope is
covered with vegetation.

‘MR. SHINE: Okay, with respect to the Indian

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 18
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burial, have you -- not you -- I mean, are we sétisfied
that the developers or builders have made their peace
with the Indians, and that those lines -- that's a
commitment? Because sometimes those things change as you
go along and you find yourself reinterring and doihg a

lot of things. And I don't know; the minufg I hear the
word "burial ground," I geﬁ a little excited. So T hope
we are paying a lot of attention to that one.

MS. WEREMIUK: There is at least one published
four-inch book of reports on the Indian burial ground
issue. And the plan was conservatively developed --
it was developed in-a way that that they expect to not
encounter any remains as they -- because they're not
going to be excavating any\area where remains could be
found.

MS. PARKER: Kathy, is it done in a way --

MS. WEREMIUK: But there will be a consultant on
site.

MS. PARKER: -- though, that, in the future,
there is no room for it to’'be arbitrarily changed? Or
is the plan very specific, so that iq the future, there
can't be any encroachment or changes as time goes on?

I think that's what you were looking for.

MR. SHINE: Yes. You've got to decide =--

MS. WEREMIUK: If I might be able to -- Jim
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Buckley, who is the executive director of Citizens
Housing is here, and he is much more of an expert on the
negotiations that have gone on than I am.

CHAIRPERSON COURSON: Yes, Mr. Buckley, if you
would jbin us, that would be great.

MR. SHINE: Can I restate my question befdre you
give me the/answer?

Do you have a deal with K the Indians sigdéd off,
where they have drawn a line in fhe’sand, saying beyond
this, they won't do investigations while you'fe under
construction? ..

MR. BUCKLEY: Thank you. I'm Jim Buckley from
Citizens Housing.

Your question is perfect. That is a big concern
that we had from the beginning. We have been in contact
with the Graton Rancheria of Pomo Indians. And we have
worked‘out a plan for them to observe the site. If there

is anything found, a protocol for how that's treated.

Again, -we went through the investigative process, so that

where would therevlikely%be‘any remains, and then how
would they be freated if there was. So there has been
contact with the peoples that the state has determined
would be most likely related to any burials there.  And
we would be working with them, should anything be found.

MR. SHINE: So if you're trenching through your

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 40
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founaations and a dog turns up which means it's buried
next to its master, then you have a protocdl for removal,
replacement, and‘continuation, and it's mérely a matter
of money, not capability to develop?

MR.- BUCKLEY: That's corgect.

MR. SHINE: Okay, thank you.

I have other gquestions. But on that issue,

Mr. Chairman, I'm okay.

CHAIRPERSON COURSON: Are there other questions?
‘And then we can come back to Mr. Shine.

Other questions?

MS. NEVIS: I just had a question and maybe some
background.

Because this is a project that came to our loan
and grant committee; and that committee, in a rather
unusual action -- it happens from time to time --
recommended that the project not be approved because
of the eXcessive costs. And so we will be working with
the sponsor since that time to try to work out a way that
we could be sensitive to that recommendation and still
find a way for the project to go forward.

So our recent commitment to the project is a
conditiohal one. It was issued on November 10th. And

the condition is that the development cost per unit not

exceed $359,000.
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1 And when we discussed it a little bit -- a

2 little while ago, I know that for CalHFA's puiposes, the
3 development qqst is, I think; 381 per unit.

4 And I don't have a clear understanding of that
5 difference. That would be sort of tough for me to -- I
6 didn't quite get that difference. Bﬁt if perhaps you

7 could address that, that would be helpful.

8 MS. WEREMIUK: Yes, the difference -- projects

9 generally come to your staff fairly early in their

10 processing. And we will add some costs as we g§ along.

11 ‘We increase the interest-carry on the project by
12 three months -- maybe, actually, three to five months --

13 just to take care of the possibility that any Indian

14 remains were found and the project was slowed down.

15 That's a caution on our part, but we felt it was a

16 positive caution. Those funds won't be expended if we

17 donft have to, we don't have that interest-carry.

18 The other cost that's not shown on the proforma,

19 that HCD would have, is the cost for our bridge-loan
2() interest. We're making a bridge loan to the project at
21 a reduced rate that will allow the project to get in

22 more tax credit equity and a higher pay-in rate. And,

23 actually, the pay-in rate is the highest I've ever seen.
24 It's about a dollar twenty-one --
25 MR. GIPSON: Per credit.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 4
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MS. WEREMIUK: -- per credit.

And that's really based on the fact that there
is a bridge loan on the project. That really ups the
equity. It's an equity boost.

CHAIRPERSON COURSON: I guess I'm still
confused. HCD's approval is subject to a per-unit cap of
three fifty-nine.

MS. NEVIS: That's correct.

CHAIRPERSON COURSON: And I'm looking at our
modified of three eighty-one.

MS. WEREMIUK: Right. There's a difference in
the way the HCD staff calcuiates that.

I have had conversations with Shelly Viﬁcept on
tﬁe differences as to how we calculated it. But it has
to do with the way we calculate our interest-carry, and
the fact that they don't show the bridge-loan interest a;
a cbst, but I show it as a cost. 1It's actually é wash.

-I.could show it to the Board as just a net tax
credit equity, and .not show the fact that we have a cost
for the interest. But, instead, in an effort'for full
disclosure of the Board, I show'the fact that we are
being paid interest on that, and I show the higher tax
credit aﬁount.

CHAIRPERSON COURSON: So the loan proposal we're

looking at today would meet the HCD standard of $359,000
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per unit?

MS. WEREMIUK: Yes, that's correct.

CHAIRPERSON COURSON: Yes, Mr. Buckley?

MR.IBUCKLEY: As a significant user of state
programs, this would be a good time to put in a élug for
what's called the universal application.

And our staff right here has been working very

hard with your staff, because this does drive us crazy

and it drives'you all crazy. And it's just as a matter
of semantics, and the projects are the same projects,
you're looking at them. And anything we can do to help
you put all thé tax credit, ‘bond, and CH applications
together in the same way, we'd be happy to do-that for
you.

MS. PARKER: 'I can answer that plug, because
I think we have -- we're at a point where we always --
we're looking at it internally and then sending it back,
and then there's goiﬁé to be —-- it will be sent to all of
our joint cuétomers. So I-think it's like days tha£ -

MS. NEVIS: We are very clése, is what staff has
told us.

MR; BUCKLEY: That's right. Thank you.

CHAIRPERSCN COURSON: Mr. Shine, you had another
qguestion?

B MR. SHINE: Well, I'd like to talk about the
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Fireside Inn for just a second.'

First, could you tell me, when it's all done and
finished, what is the Fireside Inn going to4be used fgr?

MS. WEREMIUK: It will be used for a community
room\ahd supportive services. So there will be service
space, a community room, andrcommunity kitchen. And then
on the top floor, there will be a manager's unit. So it
will bé an integral part of fhe~project, and it will no
longer have to function as.an inn.

MR. SHINE: Can you tell me approximately how
much this project is being -- what the cost to the

project is, of whatever it is that's going to be done to

’the Fireside Inn, besides the 4 million dollar land

price, which I'm sure it takes that into consideration
somewhere.

MR. BUCKLEY: The net cost of turning the
Fireside Inn building into the manager's unit and the
community space is about $200,000.

MR. SHINE: That's all?

MR. BUCKLEY: Over what it would cost to do it

~as new construction, that's correct.

If you were to build the same space --
MR. SHINE: So on a cash basis, you're only
out-of-pocket $200,000 for the rehab ---

-+ MR. BUCKLEY: That's correct.
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MR. SHINE: -- on that structure?

MR. BUCKLEY: That's correct. The building is
essentially gutted, and will just be incorporated into
the new uses.

CHAIRPERSON COURSON: Other questions?

(No audible response.)

CHAIRPERSON CQOURSON: Counsel, will you help us
with the chénge then to the resolution?

MR. HUGHES: I think, Mr. Chairman, that we
éould simply -- the Board could simply acknowledge ﬁhat
the final version of the resolution wili add the
$4,450,000 bridge loan to the mortgage amounts that are
shown at the bottom of the page 1.

CHAIRPERSON COURSON: All right.

MS. PARKER: The term is to make sure, sincéﬂ
it's noted, for the bridge loan is --

- MS. WEREMIUK: For three years.

MS. PARKER: And interést is --

MR. GIPSON: 3 percent.

CHAIRPERSON COURSONé It's three years,

3 percent.

MS. PARKER: 3, 3 years.

CHATIRPERSON COURSON: Are thére any other
questions? |

(No audible response.)
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Board?

public?

CHAIRPERSON
MR. SHINE:
CHAIRPERSON
MR. CAREY:

CHAIRPERSON

COURSON: Is there a motion?

Move approval.
COURSON: Mr. Shine moves.
And I'll second.

COURSON: And Mr. Carey seconds.

Is there any additional discussion from the

(No audible

CHAIRPERSON

(No audible

the roll.

CHAIRPERSON
MS. OJIMA:
MS. WETR:
MS. OJIMA:
MR. CAREY:
MS. OJIMA:
MS. NEVIS:
MS. OJIMA:
MR. HEIDIG:
MS. OJIMA:
MR. SHINE:
MS. OJIMA:
CHAIRPERSON

response was heard.)
COURSON: Any discussion from the
response was heard.)

COURSON:

Seeing none, we'll call

Ms. Weir?

Yes.

Mr. Carey?
Yes.

Ms. Nevis?
Yes.

Mr. Heidig?
Yes.

Mr. Shine?
Yes.

Mr. Courson?

COURSON: Yes.
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MS. OJIMA: Resolution 05-38 has been approved.

CHATIRPERSON COURSON: Thank you.

Thank you, - Mr. Buckley.

~--o00o—--

Bay Area Housing Plan Update \ A

CHAIRPERSON COURSON: Now, I think we'ré going
to move -- it's not noted on your égenda, but while we're
in this section of our agenda -- and talk about an update
of our Bay Area project. You'll recall at our last Board
méeting we spent a substantial amount of time talking
about the Agnews project in the Bay Area. And we had a
multiphase proéosal in front of us, and Iuthink our

action was we approved moving forward with the first

ﬁ.phase; with periodic reviews as to that status of that in

the futgre phases.

Obviously, a lot has happened between the last
board meeting and this board meeting. So as I mentioned
beforé, we do have the two representativés heré, Garrett
and Gabe from Bank of America and some of our folks.

So why don't -- Ed, are you going to handle that
or Who is -- |

MR. GIPSON: I will handle'that.

CHAIRPERSON\COURSON: Okay.

MR. GIPSON? And then we have all the members

here, so we' can answer any questions as well.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 - 48
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CHAIRPERSON COURSON: Okay.

MR. GIPSON: 1I'll just start.

~

At the September board meeting we received final
commitment approval for $20 million and a preliminary
approval for $80 million for permanent financing for the
Bay Area Housing Plan.

As a reminder, the Bay Area Housing Plan is‘part
of the closure plan for the Agnews Development Center.

It is a hundred million-dollar project to acquire,
rehabilitate, br construct approximately 72 individual
homes to house approximately 264 individuals, currently
with developmental disabilities, residing at the Agnews
Development Center.

In September, we expected to come back to this :
November board and provide an update and possibly request
additional approval for noré financing under that hundred
million dollar line -- or hundred million doliar
financing.

Since September, the working group, which has
been led by Kathy and Nancy Abreu has been a key part of
that, with assistance from Tom Hughes, Bruce Gilbertsocn
from Financing, and Dick LaVergne, have been working yith
oufdassociates at B of A, including Gabriel and Liz, to
work through the numerous issues tied to the project.

We have been working through the legal issues,
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documentations, opinions, lease guarantees, and the
)
general structure of the project.

B of A is providing the acquisiﬁion and
construction financing. They will be doing approximatély
a $60 million line of credit, and it will be a.pevolving
line of credit, and is expected that B of A will also now
warehouse the loans upon completion before transfer to
CalHFA under that line of credit, so that we can'group
those loans‘together_in.blqcks,of,hopefully around
$20 million -- sometimes more, sometimes less,'but
probably no less than $10 million -- so we can effectuate
the sale of bonds. We will be issuing fixed rate bonds
for 15 .years.

CHAIRPERSON‘COURSON: And our approval was

for -- I think our  first approval of the action we took

. was for that first 20 million.

MR. GIPSON: For that first 20 million, exactly.
« In addition, since our last meeting, key pieces
of legiélagion have been assigned. The new special
license'category has been approved for one of the housing
models.  It's been approved that the current workers(in
Agnews wili be abie to work in theée newvhomes as well.
Currently the Bay Area Housing Plan is under

review by thé joint Legislative Budget Committee. It is

"expected, approximately by November 21st, no later than,
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that they will receive approval.
With that in mind, the developer is expecting

to start this project at the beginning of December, with

. their first closing at the beginning of the year in

January.

Based on that timeline, CalHFA, working with
Bank of America and our legal counsels and everyone are
working on draft‘legal documents. And we are trying to
have those done'by November 18th. We are trying to have
the forms and agreemené. We are expecting to enter into
a buy/sell type of agreement with Bank of America’in
order to purchase the notés and the deeds. So we're
attempting to do as much due diligence in the front end
of our traditional due dilidénce, and then Bank of
America will put on the notes and deeds, and then we will
transfer those notes and deedsito ﬁs at closing,
hopefully expediting the closing process and making it
a little smoother. |

Since we last met, we've also negotiated

‘additional equity into the property as collateral.

Approximately 5 percent of our loan amount, we will be
holding as collateral until the loan-to-value reaches
100 percent.

The Department of Developmental Services and the

regional centers were allocated approximately $11 millioh

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 5]
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to move this project forward. And our intention is to
hold 5 percent of those funds at this current point, the
number would be $5 miilion, until such time that if we
are exceeding 100 percent loan—to—valué, we will be
holding those funds until we reach 100 percent |
loan-to-value. As you recall, our true collateralization
is the ieasehold payments that are being paid to finance
these projects. |

CHAIRPERSON COURSON;  And didn't we at the last
meeting think-that perhaps loan-to-value was somewhere in
the‘area of about 120 percent, as I recall?

MR. GIPSON: 120 to 130. And that number

, A
includes our one-year debt-service reserve fund as well.

CHAIRPERSON COURSON: Right.

MR. GIPSON: So thqt pushed it up a little bit.

CHAIRPERSON COURSON: R;ght.

MR. GIPSON: And what we expect now is, asvwe
move forward, we're looking toward the January meeting.
Based on the progress thét we see from the developer in
December, we Qill size our next commitment request.r

Currently, we're looking at apprpximatély asking
for an additional 60 millidn in permanent commitment
moving forward.

And with thaf, we're prepared to answer any

questions you'd like.

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 5
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CHAIRPERSON COURSON: Okay, so the point he;e,

this is -- as we ask for it at every board meeting and

a status, there's no request for additional funds. We'll

have that, correct --

MR. GIPSON: Corréct.

CHAIRPERSON COURSON: -- that request perhaps in
January.

Are there questions on the status? We obviously
have the two officers from Bank of .America with us also,
and I;know this was a project we've spent a lot of time
on. It's got a lot of -- it had a lot of discussion.

MSJ PARKER: Can I interrupt to add that we had
a fhird Bank of America colleague who has just joined us.

Liz?

LIZ: Yes?

MS. PARKER: Welcome.

LIZ: Thank you.

MS. PARKER: Excuse me, Mr. Chair.

‘ CHAfRPERSON COURSON: Are there other questions?
(No audible response.) | |
CHAIRPERSON COURSON: None?

I'll bet there will be iﬁ January.
Ckay, thank you.
We appreciate the three of you coming from Bank

of America. Obviously, this is a project that we have
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spent. a great deal of time on at our last board meeting.

I trust we'll have additional extensive discussion 1n
January as we move forward. But I alsp look forward to
éetting down the road some and get the project moving
before we make the next presentation and commitment. But
it's a very importapt project for us and obviqusly one
that we want to stay close to until you get updated
reports. ~

MS. PARKER: Mr. Chairman, can I add, certainly

as the executive diregtor, I just waﬁt to point out the
exceptional wofk of the staff on fhis, the cogperation of
all of our areas of Multifamily, Legal, coming together

and making this happen with our colleagues in the

Department of Developmental Services, and their

colleagues in their regional centers. This is a
horrendous -- and ouf outside partners with Bank of
America. I mean, this is an historical achievemeng.
And I just can't say enough about the work of the staff

and really continuing to sort of come together and

overcome all of the obstacles that have been put before

trying to make this project work.

So 1f I sound increéibly proud of my colleagues,
it's because it's really well deserved.

MR. GIPSON: Yes, I would be remiss if I

neglected to mention some of the peoplé working on this
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project. But with Kathy in lead and Nancy providing

valuable assistance and Tom from Legal and Bruce from

Financing, and especially Dick LaVergne providing insight
and oversight to this entire project, it has been a team
effort in working with Bank of America, the developer,
and the Department of Developmental Services.

CHATRPERSON COURSON : Good.’

Thanks, Ed.

Thank you all.

--o0o~-

Item 5. Report on Fiscal 2004-05 Year-End Financials

CHAIRPERSON COURSON: Our next agenda item -- we
all know Dennis Meidinger. And in your materials sent to
you, was information on our fiscal year—-end -- for fiscal
year ending '05. We have that in the binder.

And then in addition, as I, mentioned to you

‘before, you have in front of you in the envelope the

actual audit and annual report. And I think Dennis is
going to run us through a summary of our financial
results for yeaf—end.

MR. MEIDINGER: Good morning.

My purpose today is to give you an overview of

the Agency's financial statements for the California

Housing Finance fund.

To give‘yéu a little bit of background, the fund
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was created in statute by 51000 of the Health and Safety
Code, and the fqnd was created as a public service

enterprise fund. This and governmental accounting is the

closest thing to accounting for a fund that has almost

real business~type activities, that has revenues,
expenses, and fund equity.

This fund accounts for the Agency's‘bond and
loan programs, such‘as the Homeownership, Multifamily

areas. Also, our Housing Assistance Trust subordinate

" loans are in there, as well as the Agency's operating

account.

‘Qur statutes require that our Agency have its
books and accounts audited at least annualiy by an
outside CPA firm. Our auditors froﬁ Deloitte just
completed their June 30th audit of our financials, and
I've included their opinion letter in your board binder.

Pretty much, in their opinion -- what their opinion
letter says is, in their opinion, our financial
statements present fairly the financial position of the
fund, and it conforms with Geﬁerally—Accepted Accounting
Principles.

Our Agency follows the standards of governmental
accounting and reporting as promulgated by the
Governmental Accounting Standards Board -- and that's

GASB. And this way, our fund statements can be compared
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with other funds. And to ensure additional independence

1

of our audits, we rotate our auditors every three years,
by going out to bid, and we are also subject to review by
the California Department of Finance.

So let's take a look at our financials for this
year.

To preface the financial activities of the fund
this year,'I‘ve heard our underwriters commeng that the.

Agency and our industry has been going through the

perfect storm where we have low-interest rates on our

~loans that we're making currently, but yet we're

regeiving high amounts of prepayments of our higher
interest rate loans. So we have a steady deterioration
of our weighted average interest rates. And so the
RAgency has taken the only action that it could, which
ié to rédeem our highest interest rate, our highest

coupon bonds.

So let's take a look at the balance sheeti

-As you can see, the balance sheet, it consists of assets,

liabilities, and fund equity. 99 percent of our assets
aré made up of cash and investments and program loans
receivable. Of the investments, besides our cash, we
have about 2.6 billion of that 3.7 billion is all in
guaranteed investment contracts. We also invest with our

state surplus money investment fund, as well as in other
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securities and MBSs.

As you can see, at the end of the year, compared
with June 30th of 2004, we reduced our cash and |
investments gy $360 million. This was all used to redeem
high coupon‘rate bonds.

Our program loans réceivable for the year did
increase by $94~million. This was mainly attributable to
the increase in our Multifamily lending of construction
loans, as well'as increased lending.in our subor&inate.
loans.

Our Homeownership activity netted out at
$73 million less.

Oﬁr other asseté, as you can see, decreased by
about $21 million, and ﬁhat was mainiy to decrease in
interest receivable, there again, from the program loans
for Homeownership.

So in total( our assets decreased by
287 million.

On the liability side, 91 percentrof our
liabilities are all 'in bonds payable. And as you can
see, wé reduced our bonds payable by $372 m;llion.

We started the year with about ZQO'series of
bonds. .And by the end of the year, we eﬁded up with

160 series of bonds. So We redeemed 40 series of bonds

last year.
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In the other liabilities area, these are other

‘entities that we owe to, about half of that $700 million,

300 million is amounts that are payable to the State
Treasurer in the form of a loan that they had made to us
out of their Pooled Money Investment Fund. This is the
money that we used to warehouse our loans.

We also have about a couple of hundred million

that are invested in -- that we are investing for

-impounds of our Homeownership and Multifamily loans, on

loans that we actually service in-house. And these are
impounds.

In addition to that, we also owe the IRS. And
we owe the IRS under two conditions. If we earn amounts
over our spread -- as you know, we work on very thih
spreads. If we invest at amounts over the bond yield,

then that's called "arbitrage rebate," and we have to

rebate that money back to the IRS. And on our variable

rate bonds, sometimes if our variable rate loans earn
over our allowable spread, then that's called "yield
reduction payménts." And that, primarily, Is the
15 million that's shown as an éccrual there.

As you can see, our fund equity increased by
$70 million; and I'll show you how that's derived when we
look at the income statement. » A

Our income statement consists of revenues,

. . -
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expenses, and net income. Our interest income from
program loans, between this year and last year, we made
about $45.9 million less. This was primarily due from a
reduction in our Homeownership loan portfolio,’coupled
with the decrease in the‘weighted average intereét rates
of our Homeownership loans.

our Homeowﬁership portfolio had a net decrease
of 4,700;loans. We started the year with about 33}OQO
loans, and ended up‘the yeér with 28,400 loans.

Our weighted average interest rates of our
loans, loan‘portfolio, as of June of 2004, was about
5 andathree—quarter percent. And by the end of June of
2005, it had fallen to 5.32 percent.

In addition to that, the average interest rates
of our‘loans that we were making as of 2004, our average
interest rates of loans were 4.95 percent. And fhis

year, at the end of June 30th, was 4.62 percent. So we

.had a steady erosion of our Homeownership portfolio.

Néw, our Agency can't refinance loans like so
many other lending institutions can. We only get one
chance at our borrowers. If they want to refinance for
a better rate or to consolidate éther loans, we lose them
as a customer!l

Included in the $45 million reduction there, we

had to recognize a reduction of about $13 million to our
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program loan interest; and this was because of those
yield reduction payments that we owed to the IRS.
On the investment side, we showed a net increase

of $2.6 million; and this actually was a positive

- arbitrage adjustment from last year's estimate.

The fair value of investments, GASB requires us

-to market our outside investments -- each quarter, as a

matter of fact. And as you see, there was gquite a swing

~ there. And our market's values actually increased, as

rates declined.

Under "commitment fees," we had about $3 millibn
less of commifmént fées, compared to last yeér, due to a
lot of our Homeownership home builders deciding not to
lock in long-term commitment rates, because our daily
rates were just fine.

Our other own loan fees -- actually, the fees
for maintaining our single-family bonds, was reduced also
by $3.2 million because we were redeemihg a lot Qf our
old single-family bonds, which we make admin fees on.

And the other revenues area -- this is our
Multifamily, HUD, earned surplus, and acgquired
development fees —- increased by $1.3 million.

So fér the year, our revenues, compared to last
year, fell by $39 million.

Under "operating expenses," our interest in swap
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fees, the amount that we paid on our debt service for
bonds, fell. And that's logical because we redeemed more
bonds last year.

Also, the amount that we paid to our outside
servicers was reduced by 1.3 million because we had‘
4,700 less loans in our portfoliq.

Our provision for ioan losses increased. We
work with our auditors each year, and‘they give us their
recommended valuations that we shpuld make by type of
loan. For instance, a single-family loan that's current
would get~maybé just a 1 percent allowance, whereas if
it goes into an REO, a 30 percent allowancé.

Wexalso take about a 9 to 12 allowance chargg/on
our low-interest Housing Aésistance Trust subordinate |
loans.

We did also take an increase of about $2 million
just for our one ﬁon—performing Multifamily project, the
Ridgeway Project. So that increased our allowance for
loan loss. |

Our salaries and wages and expenses for the year
increased by $3.3 million. Of the $29 million that you
see there, 19 of it is in salaries and wages and ten is
in the areas of our operating expenses for facilities
operatién, ¢ontrac£ual services, et cetera;

N And finally, our other‘expenses for the amount
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that we paid to underwriters and other costs of issuance
for our bonds decreased by 2.4 million. And this, again,
is because of the reduction in the bond portfolio.

So our expenses, compared to last year,

- decreased by $5.7 million. Our net income was

$21.3 million. To that, we transferred in $48.8 million;
and this is from our Housing and Emergency‘TrustrFund
Act, the Prop. 46 money that comes into the Agency. And
we turn around and make our subordinate loans. So that's
the $70 million that adds to 6u£ equity.

And if you add that to our beginning equity, at
the beginning of the year, we finished out the year with
equity of 1,189,000,000, or almost $1.2 billion.

So in conclﬁsion, our Agency and the industry
weathered another year of a perfect storm Qf low Interest
rates and high rates of‘prepayments. However, our equity
was positive and continued to increase, and it's at
$1.2 billion.

CSG ran a study a few months ago of: our business
plan, as well as our Agency cash flows, and they ran it‘

through the rating agency "Worst Case Stress Scenarios."

- And what they concluded is that we have adequate capital

to fully fund our business plan through 2010. And they
also forecast positive growth in the future, in all

scenarios, but slower growth. than in the past.
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And we've been watching the amounts of
prepayments. Like all last year, it was over 100 million
a month that was coming in. And in September, it finally
hit about 95 million a month, as well as October. And so
we're kiﬁd'of waiting to see where the turning point is.

CHAIRPERSON COURSON: Questions?

I'll make a comment. We just, as a company,
finished our annual strategic planning meeting --
actually we finished it up yesterday, and looked at a lot
of industry statistics. And I would suggest that your
prepayments are going to continue to decline.

The total mortgage market thié year, they've
adjusted it again, 1is estimated to be about
$2.7 trillion. And for next year, down to $2.2 trillion.

éo a little over 20 percent decline.

MR. MEIDINGER: Right.

CHAIRPERSON COURSON: - That kind of decline
obviously reflected by slowing purchase activity and
rising rates, I think that we'll certainly see
prepayments and the change in thefrefinancing.market
come. |

The other side is -- and Terri and T talked
about this a little 'bit last night -- what does that bode
for our Homéownership.side?

\

N\ . . . .
Historically, as rates go up, our first-time
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home buyer below-market rates, if you wduid, that we can
afford to help peoéle get into those first homes beéome
ﬁore attractive. And those spreads widen a little bit
between our capability through our tax—exempt financing
and the market.rate. And so we may be in for a year of
positive growth as opposed to some shrinkage over the
last couple years.

Our numbers -- dollar volumes we funded have

- been constant, -but the number of units -- they're

‘constant because the loan amounts are really going up.

We have rea}ly been losing in terms of the number of
units.

MR. MEIDINGER: Right.

CHAIRPERSON COURSON: But I sgspéct that we
might see in fiscal year '05, that trend will reverse
from what we believe is an accurate forecast.

And, frankly, that forecast, we looked at -- the
Mortgage Bankers Association takes: that out. as just
Fannie Mae for three years and sees a pretty narrow band
of activity over the next three years.

Questions or comments on thevfinancials of
Dennis? |

MS. PARKER: Mr. Chairman, can I just add one
comment to your --

CHAIRPERSON COURSON: Go ahead.
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MS. PARKER: Actually, the phone call I took
earlier, we've had our IOP program, now in effect for
six months. And jus£ ﬁo give you an early update to what
we'll probably be telling you when we do our midyear
update in January. kAs you.recall, when we put the
business plan together, we projected that the 35—yeér
IOP product was probably going to be about 15 peiéént
of our lending for the entire year.

What we are seeing right now -- and this, again,
we don't have all our lenders, like, major lenders like
Countrywide on, but our IOP loans are probably running
more around 31 percént. So it has been a very, very
successful product.

And'The’Sacramento Bee is calling because
they're going Eo be doing another realiy nice article
about Ehe success of this particular program.

So I think having it has reaily helped with us
keeping .our —-- in facﬁ, we're going to be above-goal in
our HOméownership program from a dollar volume
standpdint. Bﬁt hopefully,tyou kﬁow, that will continue
to help us be viable in a.marketpléce that continues to
have such a huge gap between income and sales price
availability to our customers.

CHAIRPERSON COURSON: Mr. Carey?

MR. CAREY: Could you talk a little bit about
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the requirement for the increased loan loss reserves, and
what's driving that?
MR. MEIDINGER: Well, we did have that one
non-performing Multifamily project.
MR. CAREY: To what extent is it Homeownership?
MS. PARKER: Dennis, are these requiremeénts --
. MR. MEIDINGER: I think it was actﬁally, most of
the increase was because our increased lending was in a
lot of our subordinate loans, and that always takeé a
real high allowance.
MS. PARKER: Yes, this goes back to the rating
Agency's requirements on our capital per --
' CHAfRPERSON COURSON: Let me take another —-- let
me go around it a different way.
Of the 6.8 million, how much of that is reserved
for the one Multifamily project?
MR. MEIDINGER: Two million.
CHAIRPERSON COURSON: So that's a third of it.
MR. MEIDINGER: Yes, right.
CHAIRPERSON COURSON: Other questions on the
financials?
(No audible response.)
CHAIRPERSON COURSON: Okay, Dennis, thank you
very much.

MR. MEIDINGER: Okay.

\
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CHAIRPERSON COURSON: It was very informative,

very good.
——o00o--

Item 6. Discussion of Conflict of Interest Procedures

CHAIRPERSON COURSON: The next item oﬁ our
agenda, and not to belabor this, but after our last Board
meeting, Tom Hughes, our counsel, sent to all Board
members a document that set forth issues regarding
conflict of interest and the procedures for glearing
conflict of interest. As you recall, we've had a couple
of occasions over the last year where,‘as'we gef ihté a

meeting like this and start a discussion of a project,

-a Board member raises the issue that he or she may have

a conflict. And, obviously, that poses us some issues,
A, if we're very close to a.quorum; and B, based on what
Tom had said, it could affect other members on the board
also.

So I've just asked Tom to do a real brief update
on what he sent us.

MR.'HUGHES: Thank you, Mr. Chairman.

I don't have a confiict’of interest seminar or
lecture to put on here today, but I did want to, very
briefly, review what i think the most productive
procedure would be fof identifying and poteﬁtially

resolving conflicts-of-interest issues.
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Just very briefly, I know in some df the
materials I've provided to thé-Board,~the conflict
issues that each of you deal with as a CalHFA Board
member are someﬁhat more complicated than you would
probably find in a typical government agency or board;

and that's because there are three primary sources of

.conflict-of-interest rules that affect us as public

employees and you as board members, which are CalHFA's
own statutes, the Political Reform Act that's enforced by
theiFPPC, and Government Code section 1090. And it is |
the last one that creates the more complexjissues;
because Government Code section 1090 oniy deals with the
formation of contracts.

The average, typical”governmént.agency is

typically a regulatory agency or a law enforcement-type

,'agency. And their actions are not -- their typical,

routine actions are not the formation of contracts, where
almost eﬁérything that this Board does involves the
formation of a-contract, because each one of the loans
that we create is a contract.

So by default, in essence, most of the Board's
actions are going to be subject to the stricter section
1090 rules. |

And under Government Code section 1090, the

remedies, if you will, are very different from CalHFA's

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 6
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own statute and the Political Reform Act. In both of
those two instances, the typical remedy or process for
a Board member with financial interest is to disqualify
yourself‘ffom voting or participating in %he matter. |
However, under Government Code section 1090,
the defauli rule, if you will, is not only that the
Board membér's disqualified; but the entire board is

disqualified from hearing it if one member has a

I
financial hnterest. And under 1090, the financial

interest of one board member is imputed to all of the
board members.  It's a very severe form of conflict rule.

There are both civil and criminal remedies that

'
i
o

attach togsection 1090. The civil ones are essentially
voiding of the contract. That affects the Agency. And

the crimiqal ones, essentially, attack the individual

i
participant, i.e., the Board members in this case. So

it's cert%inly‘worth a detailed consideration of the
nature ofifhe ébnflict.

.,As I said, the default rule is disqualification
of the Board. That's subject to a series of rules then °
that kick‘in to détermine whether tbe interest -- the
financial interest that the Board member has is remote,
in which case the recusal or disqualification is a valid

remedy. Or there is actually another list of situations

in which it‘s deemed that there will be no conflict. But
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the sort of default application of the rule actually
prevents the entire board from hearing it.

My suggestion is that we consider a process for
dealing with these.

I should add that another common situation that
i have not seen recently, but which has come up in the
past, is that Board members will sometimes disqualify
themselves, not because there's an actual conflict of

interest under the law, but to avoid the appearance of

impropriety. And that's been common, particularly among

e§;officio members in the past.

There's nothing wrong with that. That's
perfectly fine. But it would be helpful if I knew in
advance whether a dis@ualification is based on an
appearance of impropriety or an excess of caution, as
opposed to an actual conflict under one of those conflict
laws, because I need to determine if the remedy is then
appropriate.

So my suggestion would be, to the fullest extent

possible, that each Board member try to identify any

potehtial conflicts that they see in the Board package.

One of the reasons why we've really been trying to work
\

on getting the Board materials out earlier and making
access available on the Web is to give each of the

Board members at the earliest opportunity a chance to
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quickly =-- that the loans that are up, to seé whether
there are any names in there that might suggest a
conflict problem.

And my recommendation would be thét Board

P
members contact me. But you can also contact your own
personal counsel, if you choose. 'But to contact me, SO
that we can work through the-issues.l |

Many of the conflict issues are very
fact—dependent. It's extremely difficulﬁ and not
particularly practical to try and resolve these for the:
first time at the Board meetings, primarily, becaﬁse
sometimes the nature of the research or the factual
investigation takes enough time that we won't be able
to resolve it at the Board meeting.

If, in fact, it were a true 1090 issue, and if,
in fact, one of the statutory exceptidﬁs to 1090 didn't.
apply; or if that exception -- the application of it were
not perféctly clear, there is a risk associated with the
Board considefing that proﬁect. And certainly the
conservative approach to protect Board members and the
Agency would be to not hear that project*until we can go
back and review the conflict issue.

So I think what I'm simply suggeéting is that
we try and identify conflicts as early as possible, that

we deal with them. And that if a conflict does come up

* Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 . 7
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for the first time .at a board meeting, my récommendation
would be to take a break and see if we can figure out
whether it's a true conflict, an appearance of
impropriety. And if it is a conflict under 1090, 1if
thererisn't an exception that creates a clear path to
a recusal, the consequences attached not only to the
individual Board member that have that conflict, but to
the other Board members that are participating. So it 1is
something certainly worth spending some time reviewing in
advance. |

CHAIRPERSON COURSON: Thank you.

I think that is important. And we are now
getting the Board packages well in advaﬁce. And even if
it's not an opportunity to do detailed review until

later, we certainly should be able to go through in‘'a

"summary manner and take a look and see if there's any

issues or parties that could pose potential questions,
and then call counsel, and let's get those cleared up so
we know how to proceed with the Board package.

MR. HUGHES: And the other thing I would simply
mention isvthat one of the recurring issues that we have,
is that very few, if any, of the state laws were drafted
with the notioﬁ of the CalHFA entity in mind, an actual
business operation. And the application of these laws is

not always clear. In some caseé, there will be a

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 73




74

Board of Directors Meeting held on November 9, 2005

10

11

12

13

14

15

17

18

20
21
2
X
24

25

risk-tolerance factor, as to whether the laws don't mesh
probably with the conservative appfoach of disqualifying
the entire Board or going ahead is not entirely clear.
So, again, the more time we have to work through that,
the better.

CHAIRPERSON COURSON:’ Questions’of counsel?

Ms. Weir?

"MS. WEIR: I appreciate the work that you're
doing on ‘this. The Treasurer takes not just conflicts,

but potential or appearance of conflict very seriously.

And, you know, we have sort of a system set up with

. CalHFA staff internally to relay that information to us.

And while the briefing packet is available on
the Web now earlier than it has been in the past, that
specific document information on each project that we're
looking for &oesn}t always come as early as what gets
posted on the Web.

And when I discuss this internally, just the
comment was: "Time, time, time. Give us as much lead
time on this as possible."” This is something that is
looked at very, very carefully and taken very seriously.
So to the éxtent that we can get that sort of enhanced
packet of inf%rmétion as early as possible, that should
be a very’successful thing for the Treasurer‘s office.

MR. HUGHES: We appreciate that.’
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As Terri knows, we've been looking extensively

" at ways to try and get the information flow as quickly as

possible. One ofAthe challenges to that, of course, 1is
that m;ny of these deals é@me together right before the
Board time. But I think that point is well taken, and we
will do(whatever we can to get that information out.

CHAIRPERSON COURSON: /It's‘certainly moviﬁg in
the right direction, based on where we've been over the
last six months in getting it.

MS. PARKER: It would be interesting to see how
the joint application helps with that, too, from that
standpoint, of pointing out some of those issues in a
format that might be more quickly identified.

MR. CAREY: In fact, it's not really the dollars
or the deal, but the parties involved.

MR. HUGHES: Correct.

~ MR. CAREY: And it might be easier to get a list
of thg parties together earlier than a full packet about
the deal.

MS. WEIR: The one that almost~élways lags
behind are the names of the sellers. And sometimes
that's easy because the entity already owns or the
locality owns. But in cases where it's a bona fide
armfs—léngth tfansaction, we go the ‘extra mile with those

(-

parties; and that's usually what I'm sort of saying,

Daniel P. Feldhaus, CSR, Inc. (916) 682-9482 7
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okay, get me that last piece of information.
MS. PARKER: That's helpful.

MR. HUGHES: Right. And one of the other

. challenges is that the parties change in these

transactions. Sometimes these-entities are created for
special-purpose entities and/or the initial party may be

a placeholder for something to be formed, or an agreement

or a partnership to come together later. And that's a

constant challenge, both for us and for the Multifamily
folks, because those things are—happening in realtime out
in the market. And nonetheless, we are trying to get
that informatiénfto flow as quickly as we can nail it
down.

CHAIRPERSON‘COURSON: Okay, other questions?
Comments? |

(Nb audible response.)‘

CHAIRPERSON COURSON: \Thank you, Tom.

--o0o--

Item 7. Repoits

‘CHAIRPERSON COURSON: You have in the back of
your book the report on our énnual investment report,
which Bruce Gilbertson, who is not with us, Bruce is ill,
ahd he was not able to join us. But you have that

information. And, obviously, questions can be directed

to Bruce, 1f you have them.
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Item 9. Public Testimony

CHAIRPERSON COURSON: At this point, I will ask
also if there's any public testimony or comments ffom the
public in attendance?

(No audible response.)

CHAIRPERSON COURSON: And seeing none, our next
meeting‘is January the 12th. If you're comfortable in“
the chair you're seated in, you can put your name on it

because we'll be right back here.

MS. PARKER: I'm sorry, I was looking at the

‘question that Mr. Shine had passing me.

CHAIRPERSON COURSON: Okay: And seeing no other

~activity or agenda items, I will adjourn the meeting.

Thahk you.
(Proceedings concluded at 11:04 a.m.)

--o00o--
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Palm Springs Senior Apartments
Palm Springs, Riverside County, CA
CaIHFA # 05-027A/S

SUMMARY

This is a Final Commitment request. Security for the acquisition/rehabilitation and permanent
loans will be a 116-unit senior apartment complex known as Palm Springs Senior Apartments,
located at 3200 East Baristo Road, Palm Springs, California. Palm Springs Senior Affordable,
L.P., whose managing general partners are Palm Springs Senior Affordable AGP, L.P. and Las
Palmas Foundation, a California nonprofit corporation, will own the project. :

Palm Springs Senior Apartments is an existing portfolio loan currently owned by Palm Springs
Senior Citizen Complex, 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 1981 and is a 116-unit, two-story O-shaped building, senior
apartment complex. The project is 100% Section 8 and the initial 20-year HAP contract plus
four (4) additional 5-year renewals expires on September 30, 2021. In addition, the project also
has a ground lease between the City of Palm Springs and the current owner, which expires on
September 30, 2024. A 36-year ground lease extension was approved by the City of Paim .
Springs on November 2, 2005. " A ground lease modification is currently under negotiation.

LOAN TERMS -
Acquisition/Rehabilitation

First Mortgage $2,735,000

Interest Rate ' 5.55%, variable

Term 24 Months, interest only
Financing _ Tax-exempt

Second Mortgage* ~ $4,400,000

Interest Rate 5.35% v
Term ‘ 20 year fixed, fully amortized

Financing $2,740,000 tax-exempt
: $1,660,000 HAT earned surplus

*At the time of permanent loan funding, this loan will remain in place and will be
subordinate to the CalHFA’s Permanent First Mortgage.

Pérmanent
First Mortgage o $2,930,000
Interest Rate 5.45%
Term 30 year fixed, fully amortized
Financing Tax-exempt

12/19/05 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 August 11, 1981, for a term of 20 years. The HAP
contract expired on September 30, 2001, 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.
CalHFAIi is the Section 8 Contract Administrator.

Assignment of the HAP contract to the Borrower, any required modification to the HAP centract
and the general plan of financing, are all subject to the approval of the Department of Housing
and Urban Development (“HUD").

CalHFA is currently seeking approval from the Los Angeles HUD:office recommending that the
existing 20-year HAP contract remain in place with HUD. A response from HUD is still pending.
In addition, a transition' reserve of $150,000 will be funded at permanent loan closing
representing approximately 6 months of debt service reserve towards any potential 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 subsidies.

This project is a pre 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 at the time of sale to Palm Springs Senior Affordable L.P,
upon ownership.

PROJECT DESCRIPTION
‘Project Location

¢ The project is located in the central area of Palm Springs, two miles from downtown, and
two blocks from Palm Springs International -Airport, in the Coachella Valley area of
Riverside County, 110 miles southeast of Los Angeles.

e The site is 1.25 miles west of Highway 111, also known as Gene Autry Tra|I and Palm

- Springs Canyon which is the major north/south route through the region, and 5-7 miles

north/northeast of Interstate 10.

e Palm Springs is surrounded by the cities of Desert Hot Springs to the north, Cathedral Clty
to the east, the San Jacinto Mountains to the south and San Jacinto Wilderness Park to the
west.

12/19/05 ' SR
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e Land uses in the site vicinity include the Palm Springs Police Department and Training
Academy to the north, residential condominiums and single family homes to the south, a
vacant lot to the east, and a gated, owner-occupied condominium community to the west.

Proximity to off-site amenities include a bus stop is within 90 yards of the project, the Paim

Springs Mall (anchored by Vons, RiteAid, Office Max, True Value Hardware) 0.4 miles west,
Wal-Mart Super Center 1.5 miles east, pharmacy :0.55 miles north, senior center 1 mile
southwest, Palm Springs Family Care 0.2 miles north, Palm Springs Immediate Care Clinic,
0.55 miles, and Desert Regional Medical Center (full service acute care facility/hospital) 3.0

Site

miles northwest

The site is a rectangular shape parcel and is 3.2 acres in size.

The site is zoned CC-PD, a Civic Center Planned Development, representing a
residential land use zoning designation. The site and its use are legally conforming.

The subject and surrounding land uses are consistent with the zoning of the area.

" The project has a ground lease between the City of Palm Springs and the current owner,

which expires on September 30, 2024. A 36-year ground lease extension was approved
by the City of Palm Springs on November 2, 2005. A ground lease modlfcatlon is
currently underway

Improvements

This 116-unit project was: built in 1981 and consists of a two-story O-shaped building
surrounding a large interior courtyard. The basic structure is wood frame with stucco
exterior. Access for all the units is through a secure main pedestrian entrance. Common
interior hallways lead to each of the units with three elevators and interior stairways
providing access to the second floor units. The roofing on the building is the original roof
covering just over 23 years old. _
All of the 115 one -bedroom units are flat style units. Twelve (12) of the 115 units are
accessible units. Each unit has a garbage disposal, double sinks, gas stoves and a
patio or balcony. Each unit also contams a wall air conditioner except for the acceSS|bIe
units, which have central air. ‘
The common area amenities include a community room with a kitchen, three laundry
facilities, trash chutes, second floor meeting room, pool, spa, two barbeque areas, and a
leasing office.

- The project offers 58 uncovered, open parking spaces.

PHYSICAL NEEDS ASSESSMENT / SCOPE OF WORK

The project is in average overall condition for a development of this type when compared
to other developments of S|m|Iar type and age in the City of Palm Springs and
surrounding areas.

The scope of rehabilitation work totals $1,830,061 or $15 776 per unit and includes:

Site work, $315,711 — walkways/asphalt repair, seal coat, and restriping ($80,000),
concrete repairs ($30,000), card reader system ($15,600), New Trellis ($87,000),

. landscaping upgrades ($58,811), signage, and miscellaneous ($44,300).

Building and Residential Units, $1,072,670 — interior & exterior painting ($257,700),
windows ($242,980), glass, drywall, flooring ($98,220), painting & decorating ($257,700),
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cabinets ($132,820), appliances ($51,250), -termite and misc. ($63,400, roof repair
($215,000), and rough carpentry ($12,000).

¢ Mechanical systems, $334,980 — new wall a/c units and remove existing ($138,800),
plumbing ($124,640), and electrical work ($71,540).

Work is scheduled to commence in late sprmg/early summer 2006 and is prOJected to be
completed within 12 months

Off-site |mprovements
 No off-site improvements and/or costs are required.
Relocation:

» There is approximately $60,350 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 cluster basis (groups of units).and is scheduled to be completed within 3 days and two
nights. The residents will be offered a hotel voucher or cash equivalent for the period of
their displacement. 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 period regarding the scope of work and
timelines, and address any tenant issue or concerns regarding the project.

MARKET
Market Overview

The Primary Market Area [PMA] is defined as the city of Palm Springs. PMA boundaries extend.
approximately 1.5 to 6.5 miles from the subject property.

The defined PMA comprises 50,194 people in 24,015 households per 2005 ESRI estimates.
The population is forecast by ESRI to increase by nearly 10,000 people during the next five
years. The median household income for the PMA of $42,158 is below the Coachella Valley
median (-12%) and Riverside County median (-16%), and nearly one-third (29%) of PMA
residents have annual incomes below $25,000 (vs. 23.5% countywide). The average age for
residents within the PMA, 49.2, is 9.2 years higher than the Coachella Valley and 15.7 years
higher than Riverside County. In addition, of the 24,015 households within the PNA, 8,918
households were aged 65+, with an anticipated increase of 22% over the next five years (for
this project, the HUD definition of a senior is a minimum age limitation of 62 years+).

Of the 24,015 households within the PNA population, renters account for 38% of the
households. Extrapolating from 2000 Census data provided in the ESRI “Age 55+ Profiles” and
“Market Profile” demographic reports, 23% of households aged 65+ were renters, in comparison
to 39% across all age groups at the time of the Census. ‘
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Census data indicates that 65+ renter households are more likely to be paying 35% or more of
their income toward rent than renters overall. Based on 2000 Census data, 51% of 65+ renters
paid 35% or more of income toward rent, versus 39% of renters overall.

Housing Supply and Demand

The entire existing affordable senior housing rental stock in the PMA consists of two HUD

projects totaling 111 units. Both were constructed in the mid to late 1990s and are located _

within 2.0 miles of the project. Both projects are 100% occupied with waiting lists’ of 50+
persons and income restricted at 50% AMI. There are no planned or proposed  senior
LIHTC/bond projects other than this project.

A total of seven (7) projects in the PNA were reviewed in the market analysis, comprising 798

units. Two are age-restricted HUD projects totaling 111 units (excluding the subject property).
Five (6) are market rate projects totaling 687 units.

PROJECT FEASIBILITY
Estimated Lease-up Period

e The project is currently 100% leased and the proposed rehabilitation will not interfere
with occupancy.

ENVIRONMENTAL
Barr & Clark Environmental completed a Phase | Environmental Assessment report on October

7, 2005. The report concludes that there are no adverse environmental conditions that warrant
further investigation or remedial action.

SEISMIC

URS Corporétion performed a seismic review assessment on October 5, 2005. The démage
ratio met the Agency’s seismic risk criteria and no further review is needed.

DEVELOPMENT TEAM
Borrower

Palms Springs Senior Affordable, L.P.:

e The non-profit Managing General Partner will be Las Palmas Foundation, located in
Carlsbad, California.

e The co-general partner and sponsor/developer, Palms Springs Semor AGP, LP., a
subsidiary of Palm Springs Senior GP, LLC (Bentall Residential), will be an lnltlal 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
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developed 8 senior/family facilities representing over 2,411 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). On September 8, 2005, CalHFA approved final loan commitments for two
additional projects with Bentall, Hemet Estates (80-unit family facility) and Sterling
Village (80-unit family fac:llty) ‘ : p ’

Management Agent

The John Stewart Companv

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.

Architect

Gary R. Collins and Associates (GRC+A)

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 in Southern California, including The Ronald McDonaId House in
Orange, Callforma »

Contractor

ICON Builders

12/19/05 ’ 6

ICON Builders has been a general contractor since 1984. Their work includes primarily
multi-family, 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, representlng over
15,000 units.




PROJECT SUMMARY

Project: Palm Springs Senior Apartments
Location: 3200 East Baristo Road
City: Palm Springs

County: Riverside

Zip Code: 92262

Project Type: Rehabilitation
Occupancy: Senior

Total Units: 116

Style Units: Flats

Elevators: . Yes

Total Parking 58

Covered 0

CalHFA Acquiisition/Rehab Financing

CalHFA Acquisition Financing

Developer:

Bentall Residential

Partner: Las Palmas -
Investor: Yet to be determined
No. of Buildings: 1

No. of Stories: 2
Residential Space 89,502 sq. ft.
Community/Leasing Spac 0 sq. ft.
Commercial Space . 0 sq. ft.
Gross Area 89,502 sq. ft.
Land Area 139,450 sq. ft.
Units per acre 36

: Ameri’
$2,735,000

85

" PROJECT NUMBER: 05-027-AIS

Final Commitment

5.650%

Pg’nﬁénéﬁtlvsdu‘r"ces of Funds . Amotint . B e
CalHFA First Mortgage $2,930,000 5.45% 30
CalHFA Bridge Loan $0 0.00% 0
CalHFA Second Mortgage*  (funded at acquisition) $4,400,000 5.35% 20
Existing Reserves $0 0.00% 0
Earned Surplus $0 0.00% o >
Source 4 . - $0 0.00% 0
Source 5 $0 0.00% 0
Source 6 $0 0.00% 0
Source 7 $0 0.00% 0
Source 8 $0 0.00% 0
Source 9 $0 0.00% 0
Source 10 $0 0.00% 0
Source 11 $0 -0.00% 0
Source 12 $0 0.00% 0
1income from Operations . $0
Developer Contribution - Mezz.Loan $0
Deferred Dev. Fee . $28,288
Tax Credit Equity (2,210,959 funded at acquisition)

$245,662

*$2,740,000 Tax-Exempt, $1,660,000 HAT Earned Surplus
Construction Valuation = - .
Investment Value $11,320,000

'~ Appraisal-
Appraisal Date:

10/15/05

' faa “xVaiue Upon Completion ™
$8,100,000

Restricted Value

Loan/ Cost 67%:" Cap Rate: 6.50% |Perm. Loan/Cost 66%
Loan / Value 63% Perm. Loan / Value 90%
CalHFA Fees and Reserve Requirements
CalHFA Loan Fees Amount Required Reserves Amount
CalHFA Acquisition Loan Fee $71,350 Other Reserve $0
CalHFA Permanent Loan Fees - $14,650 Replacement Resv. Initial Deposit $116,000
Construction Defect $12,920 Loc. Repl. Reserve - Per Unit/ Per Yr $350
Construction Loan - Guarantees and Fees CalHFA Operating Expense Reserve $111,176
Completion Guarantee Fee $368,153 Loc. Rent Up Reserve $0
Contractors Payment/Perf. Bond  $2,454,354 Transitional Operating Reserve $150,000
$0 Other Reserve $0
Date: Senior Staff Date: 12/19/2005

12/28/2005
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. Total Unit Mix
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N Avrage

Units Unit Type Baths Sq. Ft.
103 1 Bedroom Flat 1 579
12 1 Bedroom Flat 1 682

1 - 2 Bedroom Flat 1 803
2 Bedroom Townhome 2
3 Bedroom Townhome 1.5
4 Bedroom Townhome 2.5
116

"~ .. Number of Regulated Units By Agency- ~ -~ -

; Palim Springs ‘Senior Apartments

05-027-A/S

Agency 35% 45% 50% 60% 80%
. CalHFA 23
Tax Credits 116
Locality
HCD
AHP
Zoning
Other
. Restricted Rents Compared to Average Market Rents
Median Income] Units |Restricted Avg. Market Dollars % of
Rent Levels |Restricted Rents Rate Rents Difference Market
One Bedroom - - C ‘ $715
$0 0%
$0 0%
$262 63%
$135 81%
$0 0%
- §0
$0 0%
$0 0%
$0 0%
$0 0%
- $0 0%
T
- %0 0%
$0 0%
$0 0%
$0 0%
$0 0%
» Bedroo $O
35% 0 $0 $0 0%
45% 0 $0 $0 0% -
50% 0 $0 $0 0%
60% 0 $0 30 0%
80% 0 $0 $0 0%




ings Senior/Apartments
05-027-A/S
Final Commitment

CalHFA Acquisition Financing 2,735,000 Total Development Sources
Construction Only Source 2 - Total Sources Sources| - ‘
Construction Only Source 3 - - of Funds ($) - per Unit %
CalHFA First Mortgage ' ’ 2,930,000 2,930,000 25,259 26%
CalHFA Second Mortgage* 4,400,000 - 4,400,000 37,931 39%
Existing Reserves & 812,721 - © 812,721 7,006 7%
Earned Surplus 302,710 - 302,710 2,610 3%
Source 4 - - - - 0%
Source 5 . . - ' - - 0%
Source 6 - - - - 0%
Source 7 - - - - 0%
Source 8 - - - - 0%
Source 9. ‘ - - - - 0%
Source 10 ) ‘ - ' - - - 0%
Source 11 - - - - 0%
Source 12 ' - - - - 0%
Income from Operations - - - - 0%
Developer Contribution - Mezz.Loan - - ’ - - 0%
Deferred Developer Fee . 211,871 28,288 240,159 2,070 2%
Tax Credit Equity ) ‘ 2,210,959 245,662 2,456,621 21,178 22%
Total Sources 10,673,261 3,203,950 11,142,211 96,054 100%,
(Gap)/Surplus - ) 0 0
USES OF FUNDS: = . - L i-UAcq/Rehab (§).. ~ Permanent ($);
LOAN PAYOFFS & ROLLOVERS \ ' Total Development Costs
Construction Loan payoffs $2,735,000 Total Uses - Cost %
. of Funds ($) per Unit
ACQUISITION o
. Lesser of Land Cost or Value 624,675 - 624,675 5,385 6%
Selier's Prepayment Penalty - - - - 0%
Legal - Acquisition Related Fees| 15,000 - 15,000 129 0%
Subtotal - Land Cost / Value| 639,675 - 639,675
Existing Improvements Value 5,639,325 - 5,639,325 48,615 51%
Off-Site Improvements - - - - 0%
Other - - - - 0%
Total Acquisition 6,279,000 - 6/279,000 54,129 56%
REHABILITATION
Site. Work - - - - 0%
Rehab to Structures] - 2,152,781 - 2,152,781 18,658 19%
General Requirements 150,695 - 150,695 1,299 1%
Contractors Overhead 46,070 - 46,070 397 0%
Contractors Profit 104,808 - 104,808 904 : 1%
Contractor's Bond ' - - - - 0%
General Liability Insurance - - - - 0%
Environmental Mitigation Expense - - - - 0%
Other i - - - - 0%
Other - - - - 0%
Total Rehabilitation| 2,454,354 - 2,454,354 21,158 22%
RELOCATION EXPENSES ‘ .
Relocation Expense 60,350 - 60,350 520 1%
. Relocation Compliance Monitoring - - - - 4 0%
. . . Total Relocation 60,350 - 60,350 520 1%

(Continued on Next 2 Pages)
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Total Development Costs

Total Uses | Cost per Unit %
of Funds ($) _per Unit
NEW CONSTRUCTION
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%
ARCHITECTURAL & ENGINEERING .
Architectural Design 15,000 - 15,000 129 0%
Architect's Supv during Construction - - - - 0%
Total Architectural 15,000 - 15,000 129 0%
Engineering Expense 21,000 - 21,000 181 0%
Engineers Supv. during Construction - - - - 0%
ALTA Survey - - - - 0%
Total Engineering & Survey 21,000 - 21,000 181 0%
ACQUISITION LOAN COSTS
Construction Loan Interest| - - - 0%
CalHFA Acquisition Loan Fee 71,350 71,350 615 1%
Other Construction Loan Fees o= - - 0%
CalHFA Outside Legal Counsel Fees - - - 0%
Other Lender Req'd Legal Fees - - - 0%
Title and Recording fees 5,000 5,000 43 0%
CalHFA Req'd Inspection Fees 18,000 18,000 155 0%
Other Req'd Irispection Fees| | - S - 0%| -
Prevailing Wage Monitoring Expense 5,000 5,000 43 0%
Taxes & Insurance during rehab) - - - 0%
Predevelopment Interest - - - 0%
Cost for Completion Guarantee - - - 0%
Other - - - 0%
Total Construction Loan Expense| 99,350 - 99,350 856 1%
PERMANENT LOAN COSTS
CalHFA Perm Loan Fees " 14,650 - - 14,650 126 0%
CalHFA Bridge Loan Fees - - - - 0%
CalHFA Loan Application Fee 500 - 500 4 0%
Other Lender Perm. Loan Fees| - - - - 0%
Title and Recording - 5,000 5,000 43 0%
Perm. Bridge Loan Interest Expense - - - - 0%
Bond Origination Guarantee Fee - - - - 0%
Tax Exempt Bond Allocation Fee 600 - 600 5 0%
Other. - - - - - 0%
Total Permanent Loan Expense 15,750 5,000 20,750 |’ 179 0%
LEGAL FEES :
Borrower Legal Fee 100,000 - {100,000 862 1%
Other: - - - - 0%
Total Attorney Expense] 100,000 - 100,000 862 1%




§ USES OF FUNDS (Cont'd):
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Total Development Costs

90%

. Permanent Per Unit %
of Funds ($) per Unit
CONTRACT / REPORT COSTS
Appraisal 10,000 - 10,000 86 0%
Market Study 14,000 - 14,000 121 0%} .
Physical Needs Assessment 4,500 - 4,500 39 0%
HUD Risk Share Environ. Review ‘ - - - - 0%
CalHFA EQ Seismic Review Fee 3,500 - 3,500 30 0%
Environmental Phase 1 / Il Reports - 5,000 - 5,000 43 0%
Soils / Geotech Reports - - - - 0%
Asbestos / Lead-based Paint Report - - - - 0%
Noise/Acoustical/ Traffic Study Report - - - - 0%
Termite/dry rot 2,000 - 2,000 17 0%
Other - - - - - 0%
Total Contract Costs 39,000 - 39,000 336 0%
- CONTINGENCY
Hard Cost Contingency 245,435 - 245 435 2,116 2%
Soft Cost Contingency 20,000 - 20,000 172 0%
Total Contingency 265,435 - 265,435 2,288 2%
, RESERVES
CalHFA Operating Expense Reserve - 111,176 111,176 958 1%
: Construction Defects Reserve - - - - 0%
Funded Replacement Reserve - 116,000 116,000 1,000 1%
Capitalized Investor Req'd Reserve - - - - 0%
Transitional Operating Reserve - 150,000 150,000 1,293 1%
Total Reserves - 377,176 377,176 3,252 3%
OTHER
CTCAC App/Alloc/Monitor Fees 8,977 43,350 52,327 451 0%
Local Permit Fees 12,000 - 12,000 103 0%
Local Development impact Fees - - - - 0%
Other Local Fees - - - - 0%
Advertising & Marketing Expenses - - - r - 0%
1st Year Taxes & Insurance 57,469 - 57,469 495 1%
' Furnishings 150,000 - 150,000 1,293 1%
Final Cost Audit Expense - - - - 0%
Miscellaneous Admin Fees| - - - - 0%
Other - - - - 0%
Other - - - - 0%
Other - - - - 0%
Total Other Expenses 228,446 43,350 271,796 2,343 2%
SUBTOTAL PROJECT COSTS 9,677,685 |° 3,160,526 10,003,211 86,235
DEVELOPER COSTS
Developer Overhead/Profit (5% Acq.) - - - - 0%
Developer Overhead/Profit (NC/Rehab) 1,095,576 43,424 1,139,000 9,819 10%
Consultant / Processing Agent - - - - 0%
Project Administration - - - - 0%
Broker Fees to a related party - - - - 0%
Construction Mgmt. Oversight| - - - - 0%
. Other - - - - 0%
Total Developer Fee / Costs| 1,095,576 43,424 ' 1,139,000 9,819 10%
Total Costs 10,673,261 3,203,950 11,142,211 96054 100%




Final Commitment :

90

¥4 palm $prings Senior Apartments

INCOME: . $ Amount =" “Per Unit., % of Total

Total Rental Income ‘ $1,164,720 $10,041 99.53%

Laundry f $5,549 $48 0.47%

Other Income : $0 $0 0.00%
Gross Potential Income (GPI)  $1,170,269 $10,089 100.00%

Less: : -

Vacancy Loss ‘ _ $58,513 $504 5.26%

Effective Gross Income . $1,111,756 $9,584

EXPENSES: =~ . ' .7 TotalCost

"% of Total
Payroll - - $96,823 $835 23.37%
Administrative : $44 347 $382 10.71%
Management fee : $51,504 $444 12.43%
Utilities $58,088 $501 14.02%
Operating and Maintenance ‘ $65,514 - $565 15.82%
" Insurance and Business Taxes - - : $41,959 $362 10.13%
Locality Compliance Monitoring Fee $0 $0 0.00%
Other é $0 $0 . 0.00%
‘ Subtotal Expenses $358,235 - $3,088 86.48%
Replacement Reserves . $40,600 $350 9.80%
Taxes & Assessments $15,401 $133 3.72%
Total Expenses $414,236 $3,571 100.00%
Financial Expenses .
CalHFA First Mortgage $151,793 $1,309
CalHFA Second Mortgage* - $358,746 $3,093
Other Required Debt Service ‘ $0 $0

NET OPERATING INCOME $186,982

$1,612
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RESOLUTION 06-01

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the California Housmg Finance Agency (the "Agency") has recelved
a loan application on behalf of Palm Springs Senior 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 Palm Springs,
Riverside County, California, to be known as Palm Springs Senior Citizen 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 reimburse prior
expenditures for the Development with proceeds of a subsequent borrowing; and

WHEREAS, on December ‘19, 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
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, subject to his/her recommended terms and
conditions set forth in the Staff Report, in relation to the Development described above and

as follows:

PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE

NUMBER LOCALITY OF UNITS AMOUNT

05-027-A/S Palm Springs Senior Citizen Apts. 116 $2,735,000 Acg/Rehab 1st
Palm Springs, Riverside County, $4,400.000 Acq/Rehab 2nd

California - $2.930,000 Permanent
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Resolution 06-01 , 7
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 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 06-01 adopted at a duly
constituted meeting of the Board of the Agency held on January 12, 2006 at Millbrae,
California. 1 : ‘

ATTEST:_
Secretary
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CALIEORNIA HOUSING FINANCE AGENCY
Final Commitment

Bay Area Housing Plan
CalHFA #’s TBD

SUMMARY

This is a final commitment request for $25,000,000 and"a request to increase the preliminary

“approval by $20,000,000. This request will increase the Agency’s final commitment on the Bay

Area Housing Plan (“BAHP”) from $20,000,000 to $45,000,000 and increase the total fi nancmg
to $120,000,000.

The Board, at its September 9, 2005 meeting provided final commitment approval for
$20,000,000, and a preliminary approval of an additional $80,000,000 for a total financing of
$100 million for BAHP. Staff currently estimates that at completion, the 71 BAHP units will cost
between $110,000,000 and $120,000,000, and that our final commitment requests will ultimately
total more than the $100,000,000 originally anticipated. We will be returning to the Board for

additional final approval authority as needed.

~ Security for the loans will be deeds of trust on approximately 71 single family homes modified

for use by 254 developmentally disabled adults exiting the Agnews Developmental Center and
annual lease payments authorized by the Regional Centers via annual contracts with the
Department of Developmental Services (“DDS”). DDS receives funds for these contracts
through annual appropriations from the State Legislature. There will also be additional collateral

in the form of cash totaling 5% of the loan commitment amount.

The basic financial structure of the BAHP is a lease/purchase/conveyance model. Hallmark
Community Services, a not-for-profit corporation, (the “Developer”), will own the properties
initially. Ownership will be transferred at permanent financing to one of three non-profit housing
organizations (the “NPOs”) who in turn will lease the property to a selected service provider.
Each Regional Center has designated a NPO for its service area. The Bay Area Housing
Corporation is the designated NPO for the San Andreas Regional Center. The Housing

" Consortium of the East Bay is the designated NPO for the Regional Center of the East Bay.

The West Bay Housing Corporation is the designated NPO for the Golden Gate Regional
Center. The Regional Centers will be responsible for funding all necessary housing and service
costs under the lease, which cost is included in its annual appropriations.

LOAN TERMS

Permanent
Total First Mortgages $25,000,000
Interest Rate 150 basis points above the Agency’s cost of funds
Term 15 - year fixed, fully amortized

~ Financing Tax-exempt and Taxable fixed rate bonds *

/

December 16, 2005 1
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This final commitment gives staff . authority to enter into a series of loan commitments on
properties up to an aggregate amount of $45,000,000. The requested commitment amount will
be used to finance 20 plus homes. Staff anticipates returning to the Board of Directors for an
additional commitment of funds in March 2006 to complete an additional 15 homes and the 4
completed Cupertino homes.

PROGRESS SINCE THE SEPTEMBER 2005 BOARD APPROVAL
Completion of the Four Cupertino Homes

The four Cupertino Family Teaching Model homes have been completed. A service provider
was chosen, the lease executed, and the lease payments have commenced. Staff has been
hired and the homes are fully occupied with former Agnews Developmental Center Residents.
The projects were brought in under budget. At permanent financing, the Agency loans on the
family teaching model homes will be between 113% and 119% of appraised value. The
Regional Centers paid for interest costs during construction. If the interest costs were financed
during construction penod interest, the LTV’s would be 118% to 125%.

Address 10536 N. Foothill - | 10506 N. Foothill 10516 N. Foothill 10526 N. Foothili
Original Budget 1,283,973 1,312,424 1,312,424 1,312,424
Final Budget 1,229,814 1,303,645 1,298,816 1,297,412
Debt Service 135,984 144 147 143,613 143,458
Reserve : ‘ ,
Incidental Costs 15,000 15,000 15,000 15,000
Perm. Loan Amt 1,380,798 1,462,792 1,457,429 1,455,869
Appraised Value 1,220,000 1,220,000 1,220,000 1,220,000
Loan to Value 113% 119% 119% - 119%

The Remaining 67 BAHP Homes

Even though no homes have been purchased since the Agency made a permanent loan
commitment in September 2005, substantial progress has been made. Staff expects that the
‘Developer and the Regional Centers will sign the BAHP documents in early January 2006 and
the construction loan will close in late January 2006. The developer anticipates being able to
close on the acquisition of 5 homes in January and 15 homes in February 2006.

Legislative Authority

All required legislation was enacted in the fall of 2005; SB 643, which amended AB 2100 (the
Bay Area Housing Plan); SB 962, which created the licensure category for the medical model
homes; AB 1378, which allowed State developmental center staff to be employed in the AB
2100 homes; and in November 2005 the Joint Legislative Budget Committee approved an
expenditure plan for the Bay Area Housing Plan.

Required Approvals
On November 7, 2005, DDS provided notice pursuant to California Welfare and Institutions
Code Section 4688.5(C) that the California Health and Human Service Agency had consented

to the BAHP. Because of a 45-day statutory notice provision, the Regional Centers were
required to wait until December 21, 2005, to enter into legally binding agreements with the

December 16, 2005 . 2
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)

Developer for the implementation of the BAHP; long-term leases with the Service Providers,
lease assurance agreements with the Developer, the service providers, Bank of America
(“Bank”), the construction lender, and the Agency; contract modifications that incorporate the
BAHP into the Regional Center's funding agreements with DDS; and the various other
documents required for the closing. The Agency’s commitment will be contingent upon these
documents being approved by the Agency and fully executed. DDS has extended the
completion date for all BAHP properties to December 31, 2007.

Predevelopment Financing

Predevelopment costs and earnest money deposits will be paid for by the Regional Centers who
have made $3,000,000 available for this purpose. These funds will be held and administered by
the Bay Area Housing Corporation (“BAHC”). These funds will be repaid to BAHC from the Bank
of America credit facility at acqwsmon of the property

Construction/Acquisition Financing

Bank of America is currently underwriting the financing of the acquisition, rehabilitation
or constr‘uction of the homes, and all associated costs of the properties, with the
‘maximum amount outstanding at any one time of $60,000,000 (the “Bank Credit
Facility”).\ The size of the facility will depend upon the availability of an Agency
per_maneqt loan commitment of 110% of all anticipated costs. The additional 10% is a
cost-overrun reserve. The Bank Credit Facility will be collateralized by deeds of trust on
each property (Bank Property Loans). In addition to notes and deeds of trust on each
property, lthe Bank will also require security agreements, completion' agreements and
lease assyrance agreements as well as $11,110,000 of cash collateral (of which 5% will
be transferred to the Agency at permanent loan for additional collateral). Bank credit
approval Is anticipated prior to the January 2006 Board meeting. The Bank Credit
Facility wul be a revolving credit facility, repaid as the Agency purchases loans from the
Bank. Thle Bank is in the process of drafting and circulating loan documents in
anticipation of credit approval. The Agency’s final commitment is contingent upon the
Bank'’s credit approval.

NEGOTIATED CHANGES IN THE FINVAL COMMITMENT
Loan Fees' and Other Costs

The Regional Centers will pay the Agency loan fee of 1% from their own funds and it will not be
financed from Agency loan proceeds. Fifty percent of the fees are due at commitment and fifty
percent of the fee will be due prior to the first construction draw on the Agency Commitment for
those funds. The Developer will be responsible for third party fees including but not limited to
legal fees, inspection fees, and tax service fees. The third party costs will be financiable.

Additional|Collateral
To help mitigate the risk of making loans to 100% of cost, the Agency has required‘ that the

Regional Centers provide $5,000,000 or 5% of the permanent loan amounts, which ever is
greater, as|additional collateral. These funds will be aggregated into a single reserve, together

December{16, 2005 3
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with the interest they earn, and will be held by the bond trustee or the Agency at the Agency’s
discretion and released to the Regional Centers when the properties are at 100% loan to value
based upon then-current appraisals of the properties. The appraisals will be at the Regional
Centers’ expense, and will be done by an appraiser to standards acceptable to the Agency. In
the event of a default, the Agency will draw down on the cash collateral first. When it is
exhausted, the Agency will draw down on the debt service reserve.

Debt Service Reserve

"The debt service reserve shall equal one year of debt service on each loan. It shall be
aggregated and held, together with the interest earned, by the bond trustee or the Agency at the
Agency’s discretion until the permanent mortgages have been retired, at which time it shall"be
returned to the NPOs, or at their instruction, to the Regional Centers. The borrower may
request periodic payments of interest; which interest shall be released after required IRS yield
restriction analysis has been performed, and payments due to the IRS, if any, have been paid.

Bond Financing

The Agency will not assume interest rate risk on the bonds. The interest rate for the loans will
be set at the time of permanent financing, subject to existing bond market conditions. The
bonds will be fixed-rate for a 15-year term, and will be backed by the Agency's general
obligation. The loan may be prepaid by the borrower after year ten and the bonds will be
structured with a 10-year optional call provision which can be exercised by the Agency at its
discretion. It is anticipated that the Agency will finance the permanent loans in three or more
bond financings of $20 to $40 million in size. The bond financings will include both taxable and
tax-exempt bonds

Regulatory Prowswns

Replacement reserves will be held by the NPOs. The Agency will not impound for taxes and
insurance, nor will it collect and hold replacement reserves. In the event that taxes are not paid,
insurance lapses, or the replacement reserves are not properly held, the Agency will retain the
right to collect impounds and reserves.

Loan Purchase Agreement

Upon completion of the improvements of the individual properties, the Agency has agreed to
purchase the Bank Property Loans from the Bank under the terms of a loan purchase
agreement. The Bank Property Loans, by their terms, will convert into loans with a term of 15
years. The Agency has agreed to purchase each of the individual loans from the Bank within
180 days of completion and acceptance of the ‘completed project by the Agency. By
purchasing the loans, the Agency will be able to maintain the lien priority of the bank and
“simplify the loan closing process.

The conditions for acceptance of the properties include the following:
» A final close-out report from an inspector, who will be jointly engaged by the Bank and the
Agency, that concludes that the improvements are fully completed, built to previously

approved p!ans and specifications (if new construction) or scope of work (if rehabilitation),
that all required locality permit approvals have been obtained, and that all environmental
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requirements are met (including all required removal or remediation of lead based paint and
asbestos containing materials), and certified by the Developer.

* A certificate of completion or occupancy has been recorded for the property
The Regional Center has issued a Certificate of Acceptance.

* As applicable, the property has received all required licensing approvals, or the Agency has
determined to its satisfaction that the property is “licensable” and the Regional Centers have
accepted the licensing risk.

The Agency will have the following additional conditions at loan purchase.

* The property has been conveyed by the Developer to the NPO; the initial service provider
has assigned the lease to the end service provider; the applicable Regional Center has
approved the end service provider and the residence has been placed in service for the
intended use. The lease is in full force and effect, the monthly lease payments have been
sized to service the loan and neither party is in default under the lease ‘

- e The title policy has been reissued naming the Agency as the insured in the form of the

Bank's title policy, but showing fee title as being vested in the applicable NPO and the
Agency’s Regulatory Agreement is shown as an exception. The interest rate on the note
has been modified to reflect the permanent interest rate.

e The Agency has received evidence of required insurance naming Agency as addltlonal
insured. .

e The Agency receives, through escrow, a pro rata portion equal to 5% of loan amount of the
Regional Centers' pledged additional collateral funds from the Bank, as well as the Debt
Service Reserve, and any other funds due to the Agency.

e All required documents are executed including all assignment agreements and requwed
subordination agreements. _

e There is no material damage to the property and no condemnation proceedings have been
threatened or commenced with respect to any of the applicable properties

e 'As applicable, the Agency's bond counsel has approved (A) the NPO and the end service

provider for purposes of 501(c) (3) bond issuance and (B) the project costs certification.
¢ The costs have been certified.
¢ As applicable, the Service Provider has received licensing approval for the property.
e The Bank has paid the Developer their full fee for the property.

Execution of Core Agreements and Loan Documents

The parties are currently circulating and reviewing the core agreements and loan documents
that are required for the transaction. The Agency has drafted Memoranda of Understanding
between the Agency and DDS and between the Agency and the Regional Centers. We have
also circulated draft legal opinions, a lease assurance agreement and a Permanent Financing
Funding Agreement, which will be executed by the Agency and the NPOs. The Agency’s final
commitment is conditioned upon all core agreements being accepted by the Agency and
executed by the parties, and all loan documents having been approved by the Agency

Phase One of the Construction Program
The BAHP is divided into two phases based on identified residents who are prepared to move.
Phase One will consist of 35 properties. Eight of the properties will be in Alameda County,

eighteen in Santa Clara County, and nine in San Mateo County. Twelve of the homes will be
specialized residential facilities ("SR Homes”), and thirteen of the homes will be SB 962 medical
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model homes, both of which require licensure. The remaining ten homes will be family teaching
model homes, which are not licensed. Service providers have either been chosen for the
homes or request for proposals have been issued. The borrower is in the process of identifying
properties. Staff anticipates that most of the SB962 model homes will be new construction, and
that the rest will involve rehabilitation.

The Developer anticipates purchasing 5 homes in January, 15 in February and 15 in March of
2006. Phase One will require approximately $60,000,000 in commitments from the Agency for
$55,000,000 in costs and $5,000,000 for a Bank required cost over run reserve. The Developer
anticipates that the Family Teaching homes and the SR Homes to be financed by the Agency in
November of 2006 and the SB 962 homes to be financed in May of 2007.

Phase wa of the Construction Program -

Phase Two of the development will be ‘comprised of 36 properties; 32 newly acquired properties
and the 4 Cupertino homes. It will require an additional $60,000,000 in permanent
commitments from the Agency for $55,000,000 in costs and $5,000,000 for a Bank required
cost over-run reserve. The Regional Centers are still working with the residents and their
families regarding location. The exact number of Family Teaching homes, SR Homes and SB
962 homes is still to be determined. The Developer intends to begin acquiring homes for Phase
Two in May of 2006. The completion date for both phases is December 31, 2007. Permanent
financing of the all of the Phase Two homes is anticipated to be completed by March of 2008.
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Type of -

Location

Model) Homes

Homes Client Total RFP or
Beds Beds Housing Identified
Service
Provider
2 3 6 SRHome- Southern Alameda Alegria
Behavior County /
1 3 3 SRHome- Northern Alameda  Alegria
Behavior County
1 4 4 SRHome- Northern Alameda Alegria
Behavior County
1 3 3 SRHome- Southern Alameda Alegria
Behavior County
1 4 4 SRHome-Senior  Southern Alameda Alegria
County
2 5 10 SB 962 (Medical Southern Alameda Request for

County

Proposal

sgionar Cents

Total

Type of ('

"

RFP or

70

Homes  Client Bed Location
: Beds Housing Identified
' -Service
Provider
10 3 30 Family Teaching Cupertino and CCO
Model Homes surrounding
communities within a
30 minute travel
radius of the original
. FTM properties.
8 5 40 SB 962 (Medical Santa Clara and Request for
Model) Homes greater San Jose Proposal
area.
18

Golden:Gate Regional Center -

RFP or

Homes Client Total Type of Location
Beds Beds Housing Identified
Service
Provider
‘ SB 962 Homes  San Mateo County 1 identified;
2 Request for
3 3-5 9-15 Proposal
6 3 18 SRHomes San Mateo County All identified

December 16, 2005



108

THIS PAGE
INTENTIONALLY
- LEFT BLANK




109

Projected LOC and Perm Funding Commitments
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Completed Houses by Type
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CALHFORNIA HOUSING FINANCE. AGENCY
Final Commitment
Bay Area Housing Plan
CalHFA #s TBD

'SUMMARY

o Thls is‘a f nal commltment request for $20,000,000, and a preliminary request for approval of an

additional $80,000,000. in permanent financing under the Bay Area Housing Plan (BAHP).
Security for the loans will be annual lease payments authorized by the Regional Centers. The
lease payments will be funded by the State Legislature through -annual appropnatrons

" Approximately .65 to..78 .single. family- homes wili be modified for use by developmentally

dlsabled adults

"The BAHP is. part -of the closure plan for the Agnews Developmental Center. It mvolves
‘acquiring and’ rehabilitating; or new construction of, between 65 and 78 mdrwdual homes in the
-San’ Francisco Bay Area to house an estimated 264 ‘individuals wrth severe developmental

disabilities who currently reside in Agnews. Each home. will house. between three and’ f ive
mdnvuduals p|us full-trme service staff.

“The: propemes wrll be owned mmally by the Hallmark Commumty Servrces Group, a not-for-
“profit: corporation. Ownershrp will be transferred at permanent fi nancmg to one of three non-

profit housing:organizations -(referenced as-.an NPO) .Each Regronal Center has desngnated

-and approved an NPO ‘to be the. ultimate owner of the homes that are Iocated inits catchment
area. - ~ . A . .

e ‘; e ' A “ K e e LT 1\'. C S RN T
The :basic financial structure of the BAHP is a Iease/purch'aselcbnveyanée rﬁodel where the

- ultimate: property:- owner is .one: of the three NPOs, which in. turn, leases.the property fo a
‘selected :Service' Provider. The Regional ‘Centers are, responsnble for fundmg all necessary

housing-and service costs under the lease, the fundmg of whrch is; mcluded in an annual

\~"'

LOAN TERMS

Permanent | ‘ L
Total Frrst Mortgages o $ 20,000, 000
:-Interest-Rate. < - . e - 150 basis points. above the Agency 'S cost of funds
Term 15 year fixed, fully amortrzed

- F inancing e Tax-exempt and Taxable ﬂxed rate bonds

PR

Total Prelimmary Commrtments

Frrst Mortgage o - $80, 000 000 _ ‘ -
Interest Rate = Gt E 150 basis points. above the Agencys cost of funds
sorFerme . e 15 year fixed, fully amortrzed ,
- Financing - S Tax-exempt and Taxable fixed rate bonds
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. This final commitment gives - staff authority to enter into a series of loan commitments on
properties up to an aggregate amount of $20,000,000.

STRUCUTURE OF THE BAY AREA HOUSING PLAN

Under the Bay Area Housing Plan, Hallmark Community Services will be retained by the San

Andreas Regional Center, the Regional Center of the East Bay, and the Golden Gate Regional |

Center (the Regional Centers) to develop approximately 65 to 78 houses. The Regional Centers
are private non-profit. corporations which are 100 percent funded through State appropriations.
Operating under a development agreement, Hallmark will arrange the financing, complete the
due diligence,’ acqurre the properties, hire the contractors; oversee the rehabllltatlon OF new
’constructton process and arrange the permanent ﬁnancrng o

The Regional Centers, operatmg through-a steering committee composed of the directors of the
‘three Regional Centers, will approve the purchase of a property and a development.-budget.
Immedlately upon Hallmark obtaining short-term fi nancmg, Hallmark will purchase the property
‘and Sign a Long—Term Resrdency ‘Lease 'Agreement (Lease. Agreement) with individual service
provuders for each: housrng unit. The initial Service- Provider-may be a place-holder ‘non-profit

orgamzatron that erI ‘stay in the project until permanent financing, at whlch ttme the Iease wrlt be A

“assigned to.the active Service Provider.”
The Service Providers will be individuals or ‘organizations with the capabihtres of provrdmg 24-
hour care for mdlwduals with- developmental ‘disabilities. “The Service: Providers will' be: the
named Tenants in‘theé Lease Agreements, which are‘intended to be effective for.18 months past
the term of the Agency s permanent financing. Servicé Providers will-pay: rent through icontracts

" between the Seivice' Provider and the- applicable ‘Regional Center. The- Regronal .Center, -in
turn, obtains its funding through an annual contract with the Department of Developmental
Servuces (DDS) subject to appropnatlon by the Leglslature in the annual Budget Act.

provnde acquusmon and construcuon financrng Once the housing ‘is avarlable for occupancy,
Hallmark will obtain' permanent financing ‘from the:California Housing. Finance Agency.. It is

expected that one-half of the permanent financing will be tax-exempt bond. financing; and the

“remainder will be taxable. The type of financing will be dependent upon the non-profit status of
the Service Provider. .

At the time the permanent financing is placed on the property, Hallmark will transfer title to the
housing and responsibilities as Landlord under the Lease Agreement, and the obligations -as
borrower for the long-term financing, to one of three NPOs. The NPO for the Regional Center of
the East Bay is the Housing Consortium of the‘East Bay; the NPO for-the Golden Gate Regional

Center is West' Bay‘Housrng Corporatron and the NPO for the San Andreas Reglonal ‘Center is.

the Bay Area Housmg Corporatron

The housing portion of the lease payment will be assigned by the Lessee and the Landlord to
the Agency but the Agency will receive its payment' directly from-the appropriate: Regional

Center unti| the maturity of the Agency loan. The rental portion of the lease payment will be .

adjusted to finance 100% of the cost of the' property Taxes and insurance will be-escrowed by

the ‘Agency; ‘but the- reptacement -réserves will be held by the NPO :subject to-a control-

agreement with the1A‘g.ency The Servnce Providers, as Tenant, will receive the remainder of the
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lease payment to pay for the malntenance of the property, staffi ng, and the services required by
the reSfdents ) : r

The Reglonal Centers will be a third- -party benefi crary to the Lease. Agreements as will the
Agency The Regional. Centers will sign a separate Lease Assurance Agreement for the benefit
of the Landlord (NPO) and Tenant (Service Provider), which provrdes that the Regional Centers
will be “jointly and severally liable with the Tenant for the performance of each and every |
provision of the Lease.” This Lease Assurance Agreement will be assigned to the Agency. The
Agency will enter into additional guarantee agreements with the Regional Centers, as well as a
Memorandum  of Understanding (MOU) with DDS, which agreements - will detail the
: understandlngs between the parties and their respectlve oblrgatlons .

Predévéiopﬁ’réﬁt Fuhding

'1DDS has requested appropnatlon of $11.11 million dollars .in. predevelopmenl fundmg for the
'pro;ect These funds’ will be available for costs associated ‘with due diligence involvéd in the
purchase of the properties and for earnest money deposits. These funds will be controlled by a
steenng committee- made up of the directors of the three Regional Centers, and . may be
Aassrgned to the Constructlon lender. ‘These funds are not avarlable asa permanent source.

Constructron Funding

Bank of Arfierica has tentatlvely agreed to act as the lender for the acqursmon and constructlon
phase of the BAHP and is structuring a revolving line of credit of sufficient size to- accommodate
the plan. Bank of America would make Joans on the individual houses contlngent upon a take .
out commrtment from the Agency sub;ect to the followmg,

The constructron loan and predevelopment funds will be retired by the permanent ﬂnancrng
Start’ Up'Léase Payments and Other Regional Center Funding

The Regional Centers will make lease payments available to. pay..certain expenses during the
acquisition period under the lease. Up to 10% of the cost of the project may be covered by the
lease payments ‘during start-up. The ‘Regional ‘Centers' will‘utilize other available funds to
. provide: constructlon guarantees and pro;ect equity if. requrred by the construction lender and the
‘Agency. P . SN ‘
Permanent Fmancing

4 The Agency will* make the: permanent loans which will be secured by a deed of trust on the.
‘individual properties with debt service paid from the lease paymerits from the Regional Centers.

.- The Regional Center “Use restrictions” will be: subordlnate to the'Agency.deed of trust, and will . ..

require. a; ooncurrence from DDS whrch .has -statutory rights: undeér. AB, 2100 to_approve all
. transfers. of. the property (Welfare and Instrtutrons Code;Sec. 4688:6). .

The -ifiterest rate for: the loans 'will be set at the time: ‘of permanent financing, and subject tor

- ;existing ‘market-conditions: - The Agency is curreritly contemplatmg ‘@ 15-year fixed rate plan of

finance to fund the permanent loans.
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The financing plan contemplates Lease Assurance Agreements which will be executed by the
Regional Centers for the benefit of the Agency. The Regional Centers are funded by annual
appropriations by the Legrslature to DDS for the Regional Centers’ budget, which will include
- the lease costs. The financing plan also.contemplates that the homes would receive interim
permanent funding by- the Agency on a monthly or bi-monthly basis. Interim permanent funding

by the Agency. would be through its warehouse credit facilities. Final fundmg would, be "
accomplished through two or-three large.bond financings of $30 to $50 million in size. :

Security for the Permanent Loansl Exit Strategy

The Agency has consented to the State’s requirement that the State and DDS have no llabrlrty
for any funding of the BAHP obligations beyond annual appropnatlons as articulated in Section
1.5 of the Housing Development Agreement and elsewhere in the Bay Area Housmg Plan
documents. One result of the State’s requirement that it have no liability for funding is that in the
event of a failure of the State to make annual appropriations for the project, the only remedy
available to the Agency will be foreclosing its loans against the real estate. In the event of a

foreclosure, the- State, DDS, the Regional Centers and-all other parties have recognized that .- - .- .

while.displacing developmentally disabled persons from community housrng will be unpleasant
and unpopular the Agencys fi ducrary and contractual obhgatlons requrre that nt take such‘
action. . .

ln addition to taklng the annual appropriation risk,. the. Agency will also be makmg loans whrch
may exceed the 100% of the value of the property for some period of time after permanent
funding. : .

If the lease payments cease, the Agency has designed an, exit strategy to_retire |ts underlymg
bonds v : : . . 4
The followmg will be required:” o ‘ o -

« A deed of trust and a regulatory agreement recorded on each property

° A subordrnatron agreement recorded on each property subordlnatmg the Regronal
Center's regulatory agreement and use restnctlons which, agreement erI be
assented to by DDS.

‘e’ Cross default’ provrsrons ln the ‘deeds of trust
. Control of the escrowed taxes and i msurance , '.

‘o A’reserve’equal 10 .one year's debt service. ~This’ reserve is" mtended to provrde a
financial cushion to allow the Agency to continue to service our bonds in the event of
a default and subsequent foreclosure. :

 An agreement with DDS and the Reglonal Centers that in the event of a default the
_ Agency»wrll provide a. one month cure .period,. after.which it erI file.a pre-notrce of
. Default. . . . - G . S i .

e An agreement wrth the Reglonal Centers that they provide altemate placements for
- the residents- within three: months of a pre-notuce of default:to allow. the’ Agency time
to acquire/foreclose on the’ propertres ‘and’arrange for the sale’of the properties.

e An agreement with the Regional Centers that.in the event of a .default and
Aforeclosure they are fi nancrally responsible. for the cost of convertlng the propertres
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from specialized facilities to homes appropnate for sale to the general public. This
includes but is not limited removing specialized medical equipment,. specially
deslgned bathrooms ramps, and special hardening features and’ makmg required
4 repalrs

s .An. assrgnment of the Regional Center Lease Guarantees, and other guarantees as
required by the Agency.

- o An agreement with the Regional Centers that payment 'of this ‘obligation will be first
~ . priority of legally available funds. ,

e An agreement with DDS that they will place th|s obllgatlon in their budget request to
o the Leglslature every year for the term of the Agency loans ‘

LEGlSLR‘rWE B‘Acxeﬁounb

Agnews Developmental Center (Agnews) is a medical facmty whlch was built to handle a large
population of ~Severely developmentally disabled people - who _need acute. sKilled and -
intermediate levels of:-care. The facility is subject to codes and standards typical for California
medlcal facilities. Agnews has serious f ire, accessnblllty and life safety deﬁctencnes Itis also
of replacement of the facility was $196,900,000 in 1998. The average cost of housmg a resrdent
in the facility is $311,188 per year, of which approximately $44, 00C can be attributed to the cost
‘of maintaining the facmty Between forty and sixty percent.of the costs are- pald by Medicare.
and /or Medlcald in any given year dependlng on the: number of persons who are Medlcald and
Medlcare ellglble (currently 85%) o 4

Lot

,,,,,

It is antwlpated that 100% of the total ‘cost of housmg ‘and semces for the Bay Area Heusmg‘
Program will, be covered under an; exnstlng Center for Medlcare and Medlcald Servnces (CMS)
waiver,, “Home and Communlty-Based Servroes Warver for, the Developmentally Dlsabled",
(Walver) Under the Walver 50%. of the costs aré borne by the State (DDS) with: the federal -
govemment (CMS) prowdlng relmbursement for the remarnlng 50% ‘of costs. While the
reimbursemert lzs lmportant to. the ;. BAHP the Agency wrll rely: ultlmately on the annual
approprlated lease payments to debt servnce our Ioans . : .

There have been sngnlf cant changes in care dellvery for the developmentally dlsabled sunce
Agnews was constricted with the result that an institutional setting like Agnews is no longer

. viewed as an adequate care delivery model for most individuals. Over: the years, few resrdents' ‘

:-have been-placed at Agnews, and it currently houses only 314 resrdents

- In 1999, the United States Supreme Court in the Olmstead decrsnon mandated to the extent" o

possrble that. persons ‘living in mstttutlonallzed settlngs be’ moved 10 communrty placements
The ‘Olmistead ‘decision was followed" by a federal’ dlstnct court “decision- (Sanchez) which
identified ‘the DDS community placement plan (which “is” the” model for the - BAHP) ‘as”an
effectlvely worklng Olmstead plan e . o G

io-

ln 2003—04 the Callforma S: Department of Developmental Servuces (DDS) developed a plan to :
close Agnews, located in Santa Clara County. by June of, 2007 -Approximately 50 of the current
-residents can be moved to other fadilifies furided by the Reglonal Centers but new. facilities ‘are
needed for 264 residents. Current best practice replacement facmtles are small homes for 3 to
5 residents in community settings.
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To facilitate the closure of Agnews, the California Legislature, through the passage of Assembly
Bill 2100, on September 28, 2004, aliowed DDS to approve one or more proposals from three
Regional Centers (Golden Gate Regional Center, Regional Center of the East Bay, and San
Andreas Regional Center) to “provide for, secure and assure the payment of a lease or leases
on housing” for a multiyear basis. The service rate would pay for both the housing and the
service costs (daily rate) for individuals with developmental disabilities eligible for services from
the Regional Centers. :

On January 10,:2005, DDS submitted "The Plan for the Closure of Agnews Developmental
Center" to the Legislature for approval (Agnews Closure Plan) as part of the State budget. The
Agnews Closure Plan was approved through the budget process, and included the concept for
the Bay Area housmg process ~ As part of the budget process the Leglslature appropriated to
DDS $11,115,000.00 for the purpose of facilitating the development of communrty based living
options for current residents of Agnew. The release of these funds required review of the Plan
by the Department of Finance, a positive opinion letter from the Attorney General’s. Office, and
approval by the Governor’s office, all of which have been received. Still required is review and
approval of the housing plan and the expenditure plan by the Joint Legislative Budget
Committee (JLBC) Both of these will be submitted to the JLBC in August 2005. Approval on
both of these, rtems is expected to take 60 days.

<

-DESCRIPTION OF THE ENTITLEMENT

Under the Lanterman Devetopmentat D:sabrlxtres Servrces Act, the State has a. responsrblhty for
persons wuth devetopmentat dlsabilmes and an obhgatron ‘to them to” prowde “anarray. of
services and supports which is sufficiently compléte to meet the needs and choices of each
person with developmental disabilities, regardless of age or degree of dlsablllty, at each stage of
life and to .support their mtegratlon into the mainstream of life in the community”. The
Lanterman Act has been mterpreted in a series of court decisions as an. entrtlement service, the
most important demsron of which was a Cahfomra Supreme Court ruling on. March 21, 1985 in
the case of ARC Vs "."DDS "The State |mplements many ‘of” its responsrbzlrtres under the
_Lanterman Act through contracts with a network of 21 Regronat Centers ail of whlch are pnvate
non-proﬁt corporatlons DDS s budget and the oontracts with the’ Reglonal Centers are subject
to appropriations. ~ DDS's: current budget is $37 ‘billion dollars of which $2.93 " billion ‘is
- distributed to the Regional Centers, $708.5 million to the developmental centers, and" $38'5
m|lI|on for headquarters support , The Regnonal Centers budget has steadlly grown over the

.....

HOME AND commuuiﬁ-‘eiszso SERVICES WAiir‘Ek'

DDS . antlcupates reoervmg federal rermbursement for up to 50% of the cost of: commumty
placement and services . for, Medlcald-ellglble resudents by the under an exnstmg Home.. and
Communlty-Based and Servrces Walver A e - e :

The current ﬁve-year Waiver, which expires in 2007, has an enroliment cap that increases by
5,000 slots each federal fi scal year to a maximum of 70, 000 enrollees in year five. DDS
_;manages the cap by allocatlng stots to'the Regional, Centers each fiscal’ 'year ussng an atgonthm
‘that |dent|f|es the number of potentralty Warver-ellglble consumers at each reglonal center '

[
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All service types anticipated in the BAHP are included in the current Waiver and as such are
“allowable” Waiver services. The State is effectrvely billing for the costs of similar services for
Regtonal Center consumers currently residing in the commumty The DDS does not antrclpate
that Medicaid will require an amendment to the current Waiver. -

Should the ‘Centers for Medicaid and Medicare Services. determine that the: residential (Agency
debt) component of: the service fee is ‘ineligible, the State would not receive federal
reimbursement for. the lease component under the. BAHP. In the’ past, at least two instances
occurréd where the DDS was no longer able to bill-for previously approved waiver services: 1)
‘when a -Regional - Center- was  decertified, and 2) when a- federal .audit of California’s
Developmental Services' Waiver program resulted in-the reduction of federal reimbursements.
In‘both instances, the Legislature’ approved the contunuatlon of those services through the use

‘of State General Funds.:

To participate in the Waiver, Federal law requires states to demonstrate that, in the aggregate,
the cost of providing services in the community is less than or equal to the cost of providing
services in an institution.  California fulfills this requirement in its annual filing of form.CMS.372 -

-+~ with CMS. - Cost neutrality for the CMS 372 is calculated as follows: Information is pulled from
*DDS and: Department of Health:'Services: (DHS). databases. The -data .includes costs for .all

services -provided: to-consumers ‘under the Waiver in accordance with- therr mdwrdual ptans of
care. :Data for-determining the average per capita; cost-of: mstttuttonalrzatron and the number of

‘ -gpersons living in such facilities:is drawn from the DDS and DHS databases on, institutional Iwmg,

:mctudmg costs of mtermedrate -care facilities;and the: State Developmental Cénters.

;tt is’ |mportant to note that on an mdrvrduat ba5|s CMS allows:the State to enroll persons whose
annual- cost of services, excedds the average cost of mstltutronahzatron ‘as Iong asthe a ggregate
‘average costs of living in the commumty do'not exceed the:a ggregate averag ¢ costs of living in

an institution. In the most recent CMS 372 report for:the federal fiscal year ended. September

/30,2004, the State of California demonstrated the cost neutrality of its HCBS Waiver showing

the average cost’ of manntalmng a person in the commumty was approxrmately $30 :901+per

.year, substantlatly Iess than the average cost of malntamlng persons in any lnstntutlonal settmg,
"t thereby ensunng the State s comphance ‘with'the cost neutrahty requrrement E ‘“:ff e

8 |as total spendmg for the- developmentally drsabled is! funded by the
Waiver.  This’ compares "favorably to Other states whichfund:as-: much as80% of- their total

\devetopmentally disabled budget from similar warvers Cahfomra 's aggregate average cost per

recrprent was only 50% of the"national aggregate average “cost'in 2002,-the. last’ year. for which

- _data |s,ava|labte Because of this Tower utilization; Califomnia ranks 41stout’of 51 states!and:the
“*Djstrict of Colufnbia'in terms of waiver spending per dlsabled resudent Callfornla has the Iowest. «
utrllzatlon of any of the hrgh poputatlon states ‘ : ‘e

- ;,"The cost of mamtalmng current Agnews reSIdents in the developmental center is*$311; 188 per -
" person. *Whule two"of ‘the three ‘service* models in the' Bay Area Plan*aré‘new: -and, actual costs
- are not -available, it is -anticipated' that the cost of ‘faintaining-someone-in ‘the" most service -

intensive of the three service models, the SB 962 home for people with enduring medical needs,

-will be only $250,000. A very preliminary estimate for the Family Teaching Model is: $160 ;000,
‘and the prellmmary esttmate for the Specialized Residential Faclhtles is $110,000° Slmnlarly, the"

' ;-housmg .portion of’ the- Agnews cost is currently, at $44, 000, without: debt -service. - The
! antrcrpated housmg cost.in the:BAHP is anttcrpated to.be $49,81 0Iyear mcludrng debt servrce

Ve v, . ’ . S
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LICENSING

The DSS has statutory authority for the licensing of two of the three housing types. The Family
Teaching Model received statutory approval in 2004- as part of the passage of AB 2100.. By
statute, these will not be licensed facilities. Instead the Regional Centers are authorized to
contract with operators who have the ability to meet statutory and regulatory requirements. -The
Specialized Residential Facilities will be licensed as community care facilities through DSS
under an existing licensing category. There is pending legislation to allow- the SB 962 homes,
to be licensed by DSS ‘as Adult’ Residential Facilities for persons with Special Health. Care
Needs for'to-up to five adults with-developmental disabilities who have special heaith care and
intensive support needs. SB 962 will be heard in the Assembly Finance Committee during this
legislative’ session, action on'the bill is expected within 60 days. The bill is sponsored by the
Administration, has broad support, no opponents, ‘and is expected to be enacted in this
Ieglslatiye session.

'HOUSINGTYPES T R - L

SB- 962 Homes. There will be 24 to'30 hores for a total of 120 resldents wrth stable but: chromc
medical challenges or personal care needs. The homes will house three to five residents each
‘and have space for ‘round-theé-clock nursing -staff. . Typically there will:be one :person per
bedroom ‘and' a miRimum: of two baths per-house. The houses will be between 2,000 and-3,500
square feet. ‘Al of the homés: will réquire specialized ‘medical- features. . Typically-these: homes
will: involve. .new.. construction. :but - in some .instances. wrll be. acquisition with substantial
rehabijlitation. . They.-will: be: Ilcensed through- the DSS and. will require . 24:-hour skllled nursing
- care.. ‘The licensing category.i ds-not.new (it-is: currently a DHS llcensure category) but the rules
-around stafﬁng are new.and are: currently before the Leguslature : T
The Famlly Teachlng Model There wull be 20 homes built, to accommodate 60 moderately to
severely -developmentally .disabled. residents who. may have rnoderate behavnoral challenges
These homes will be-duplexes to- accommodate an aparlment tor a teachmg couple who will live
on the premises. Each resident will have his or her own bedroom and there will be two
- bedrooms for staff. ..The homes. will be.universally designed and will be hardened to, withstand
behavroral challenges» These facmtres W|Il not.be Ilcensed but wrll be regulated by [ DDS
The'S ecrallzed srdentlal Facllltles‘ There wrll be 21 to 28 homes acqurred and rehabllltated
for- individuals with: serious::behavioral challenges., These homes will have three to. four
-residents..- They- wrll be operated by . staff but staff w:ll not live- in the home They will’ have a
minimum of one bedroom per person and two baths per home These,. facllltles will requnre
special hardening. Hardening includes installing Plexrglas instead of glass in windows;
strengthening - doors and .door.. hardware, strengthening walls, and. providing more secure
.installation of bathroom and kntchen fixtures. The Specualrzed Resndentlal Facilities wrll be
- llcensed through the. DSS under. an exlstmg license, category .

i

. H
¥

lmprovements G

Al ‘of the burldlng, ill be srngle famlly homes, “which* w1ll be modlﬁed for the
developmentally disabled.” All houses will have universal design features. Some: will
require special medical features, and some will require specnal hardening for the
developmentally disabled. :
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o Allwill have normal single family home amenities in terms of furnlshlng, landscaplng and
parking.

o Twenty of the ‘homes will'be duplexes. All of the homes will have one bedroom per
resident and at least two baths.

Prbject Location

e ~The 65-78 resndentlal'homes will be located in the catchment areas ofllte Golden-Gate
.. Regional Center, The Reglonal Center of the East Bay, and the San Andreas Regronal
" Center .

o e ~They will be located in safe, residential communities with proximity to parks, schools,
: shopping, hospltals grocery stores, transportation and communlty centers..

OCCUPANCY RESTRICTIONS

- CalHFA - 20% of the units will be restncted at 50% or less of AMI..

' Regional Centers 100% of the units will be restricted to persons wrth developmental
- disabilities.

. 100% of the units will be restncted to persons with. mcor_nes of 80% of
- _AMI (or less as required for the welfare tax exemptton)

DEVELOPMENT TEAM

Formed in 2001, the Hallmark Group is part of a famlly of professuonal businesses that provrde
orgamzatlonal leadershrp, strateglc planning, and capital program management for owners. The
pnnmpals of’ Hallmark ‘have’ oonS|derable prior - expenence in° reS|dent|al burldmg .and
development mcludmg land acqunsmon permlttmg, agency approvals -and the management of
Iarge multr-faclllty programs The staff of 20 includes desugn ‘and constructlon management
professronals In addltlon to provudrng servrces to cllents for quallty assurance managed cost

- .complex problems. The company spec1al|zes in publlc-pnvate parlnershlps

The Hallmark- Group was awarded the project management contract for the enlrtlement process
on the-1;100-acre-campus by the KT Company. The* Hallmark: Group is’ currently the - ‘project
~management/owner’s representative for the :University of California ‘Merced ‘campus: Hallmark'
dutiés include managemeént ‘of the- $400,000,000 program budget, malntalnlng the master
- ‘'schedule, oversight and-selection of contractors and- consultants;: and* blddlngf -of all’ pro;ects
~ The projects include construction of a 600-student housing complex, the central plant, the library
building, the science and-engineering building, a’ ‘classroom’ and-office: burldmg, dlnlng facrllty
-and-all rélated infrastructurerequired.to support the campus. Hallmark has developed a‘mové-in
plan -and schedule.to.seqiience the tasks and’services requnred for-the. successful. openmg of
the campus: Included-in:that:plan:is coordination for. the furniture and ‘equipment. installation
- necessary to house and educate 1000 students on opening day.
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The co-founders of the Hallmark Group are heavily involved in local and national efforts to
address the issues of autism. Hallmark constructed the nation’s first school designed to respond
to the unique learning needs of children with autism, the A.B.C. School. They have been
instrumental in establishing education and treatment programs relating to autism including the
Land Park Academy, Capital Autism Services and the Listening Clinic.

Charles Gardner, Executive Officer: Chuck Gardner is Chief Executive Officer of Gardner
Contractors, Inc. Founded in 1992, Gardner Contractors handled both residential and
commercial construction projects. In 2001 Mr. Gardner co-founded The Hallmark Group. In
2003, he founded Hallmark Community- Services, a non-profit corporation to provide education,
community services;, ‘and housing opportunities for people with developmental dlsabllltnes Mr.
Gardner serves on the Board of Directors for Hallmark Communrty Services.

Mr. Gardner has a Chlld with autlsm and has a personal interest in helping the developmentally
disabled. In 1998 Mr. Gardner assembled a team of university administrators and scientists who
wrote the business plan for The MIND Institute, to help the State deal with the current autism
epidemic in young-children. The result was a $28 million one-time appropriation from the State
of California and over $9 million in annual on going funds to develop The MIND Institute on the
UC Davis Campus. To date, The MIND Institute has raised approximately $100 million. -

NON - PROFIT OWNERS (NPO)

Bay Area Housing Corporation (BAHC)

BAHC is a nonprofit organization that was created by the San Andreas Regional Center, the
Regional Center of the East Bay, and Golden Gate Regional Center, to facilitate the
development of a housing plan to transition residents of Agnews Developmental Center into the
community. In the summer of 2003, BAHC signed a contract with the Regional Center.Directors
to coordinate the development of a housing plan for the Bay Area Project. Together with the
Hallmark Group, they have developed 4 duplexes WhICh are the prototype for the Famlly
Teaching Model in the Bay Area Housing Plan :

Kris McCann who serves as the Executlve Dlrector of BAHC, has worked in creatlng homes for
people with developmental disabilities for the past elght years Kris facilitated the Housing Work
Group that gave, jnput to the 2005 Agnews Closure.Plan. : She was also: a principal. of Housmg
Choices :Coalition, wh|ch helped developed the 15—un|t Life Services Alternatives ‘housing
development that was financed by the Agency in_2004. That project sérves . adults with
developmental ¢ drsablllties who have endunng medlcal needs. . .. . A

West Bay Housing Corporatnon‘ (WBHC)

‘WBHC was .established-in March, 2004 by combining three distinct housing organizations that
.served the Golden Gate Regional Center clients. They have a staff of. four full-time_employees.
The Executive Director,.Vera.Ciammetti, has .eight:years experience in affordable housmg
‘management, -financing, new. oonstructlon and :rehabilitation and twenty ‘years expenence in
management of dlsabled housing programs.. A . a

Housmg Consortlum of the. East Bay (HCEB)

‘HCEB' was established in-1996: They have managed 70 plus set-asrde umts for owners Wthh
house 100 persons: with developmental disabilities.” They provide a housing clearing housefor
\persons with developmental. dlsabllmes and : have assrsted 300 developmentally disabled

August 23, 2005 10
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persons obtained Section 8 vouchers. They assist developmentally disabled persons and their
families to purchase homes through the Home Choice mortgage Ioan program offered by
. .,Fanme Mae and Ca!HFA ' . ..

They are developing an 11-unit apartment building in Fremont through the HUD 811 program,
with the assistance of a CalHFA construction loan. They are also under contract with the RCEB
to assist in planning for optimal housing solutions for residents |eavmg Agnews Developmental
Center. _

Management Agent

-‘Hallmark Communlty Services will manage the properties from acquusmon to permanent
financing for which they will receive a management fee.

e The three NPOs will manage the properties in their respective target areas from

permanent financing until the maturity of the Agency'’s loans. Their management will be

“limited to oversight -of the asset, and handling major repairs. The day-to-day

. management of the- properties will be the responsibility of the lessees. All operating
costs and replacement costs will be ultimately paid for by the Regional Centérs.

Contractor

e Hallmark wull be responsible for hiring contractors to construct the residences and/or
- rehab|||tate the homes _

f‘. :
1

. August 23, 2005 1



_ Project:

. ‘Bay Area Housing Project
Location: 65 to 78 Locations
Cities: Various
Counties: Alameda
Contra Costa
Marin
Monterey
San Benito
- Santa Clara
Santa Cruz
San Mateo
San Francisco
Project Type:” New Construction & Acquisition/Rehab-
Occupency: Family/Speci y Disabled
. Total Units: . 264 :
Style Units: - _.xRoofhs in-single family homes .
" Elevators: © NA . :
Total Parking NA
NA

Covered

254 128

Final Commitment

Developer: Hallmark Community Services

Borrowers: Halimark Community Services .’
Bay Area Housing Corporation’
West Bay Housing Corporation

Housing Consortium of the East Bay
San Andreas Regional Center
Golden Gate Regional Center
‘Regional Center of the East Bay

Regional Centers:

65-78

No. of Bulldings: - :
No. of Stonfes:  + 1

.. Residential Space: 2000 to 3500 - sq, ft.
Office Space " ONA sq.ft
Commercial Space " NA sq.ft
Gross Area NA sq.fg’
Land Area NA sq.ft. ~

NA

Units per acre

1

&4

P;zlrmd'|1_er1t.Cg)vn1|§n‘i.tvﬁe‘nf “Solirces of F()r_w:(i.sn E
CalHFA First Mortgage
Regional Center Inillal Lease Payments & Start Up Funds

" $20,000,000

8D

[nitial Commitmant - Sources '6f Funds

. Amount

SYears'

TBD

CalHFA First Mortgage : " $80,000,000 15
Regional Center Initial Lease Payments & Start Up Funds TBD
s and Reserv i n
CalHFA Permanent Loan Fee 1% $ 200,000 - Replacement Reserve $960-cash at perm
Estimated Debt Service Reserve “$ 2,039,461 : RR will be held by owner
One year Debt Service on $20,000,000 Loan CalHFA Operating Expense Reserve NA . ’
50% taxabie and 50% tax-exempt rates Rent Up Reserve I NA
: Other Reserve

8/23/2005

NA

Senior Staff Date:  8/23/2005
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Specialized Residential, Habilitation
3 Clients per Facility
- . L 7___ jTAXABLE RATS TAX-EXEMPTRATES |
Residential Cost Component Projections ! . 15 years (@ 6.25% - 15 years @5:45%
Permanent Loan Amount .
Construction Loan Take Ou.Amount $ 1, 107 620‘ $ 1,107,620
Loan Fees $ 11,076 | $ 11,076
Estimated Debt Service Reverve $ 115 1041 $ 109,332
Total Projected Permangnt Loan Amount. - 51 233, 800?5 ‘ $1,228,029 |
Monthly Debt ServicolHiome ' — T —SioE $10,001
Monthly Debt Service/Client T . LR - . $3,526 B $3.334
Operations COSts o
\ Property Management Fee - 5.0%: - $ 529' $ 500
Utilities 3 6,480 _ perlyear $ 540 | S . 540
Landscape Mainteriance 1,200  perfyear $ 100'|$ - 100
. ‘Minor-Maintenance;. - - 1,200 ; perfyear  |.$ 1008 100
Property Taxes - - 8,764 perfyear |$ 730 $ -
Property Insurance: - . . 7,000 perlyear $ 583 |8 583
' Major Maintenance Reservs . 960 perfyear |$ 80 $ . 80
Total Monthly Operating Expenses ‘ $ 2,663 $ - 1,903
Total of Debt Servloe and OperatLg (:osts ' . - . , :
Projected Annual Cost Per Facility , . c .. $158,898 $142,859
Projected Arinual Cost Per Client o . . P .$52,966 $47,620
Projected Monthly Cost Per Facility ~. - . ; |, $13, 241 3 $11,905

Projected Monthly Cost Per Client’. '*© . o $4,414 $3,968
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Speciallzed Resldentlal Habihtataon
) TB"ES'- ) TAX' EXEMPT RATES
years'@ 6 : '
Perr Permanent Loan Amount
_Take-out amount [3 1,246,424 13 .7 71,246,424
‘Loan Fees $ 12,4841 $ " o : 12,464
- Estimated Debt service Raserve $ 129,528 $ . 123,034
- Subtotal- - ,
Total Projected Permanent Loan Amount . . $1 388, 416 L . 31.381 922
! " (Wismiily Dbt Servicalfioms = s 9osl RO s11 255
: Monthly Debt Service/Client ) $2,976) ] i $2 8141
) Operations Costs . -~ - -~ . : 2 o
Property Management Fee 5.0% $ 595({% 563
Utilities - 8,640 perfyear [$ - 72018 720
Landscape Malntenance 1,200 perlyear | $ 100{$7 100
Minor Maintenance - 1,200 periyear |'$ 100}9%° 100
Property Taxes @ ° 9,891 perlyéar-|'$ 824183 -
Property Insurance’ ~ 7,000 periyear.|-$ - 5831% - 583
Major Maintenancé 'Reserve . 960 perfysar- | $ 80|$ - 80
_|Total Monthly Operating Expenses $ . .3003]8 , 2,146
Total Debt Service and Operating Costs , L . , .
Projected Annual Cast Per Facnhty ; : 3178 888 s e - $160,819
D Projected Annual Cost Per Client 344,722 R $40,203
N Projected-Monthly Cost Per Facility - . $14,907 | - S 81340
o Projected MonthGCost Per Cl!ent > $3.72711 - L i S3.350j

. 8/24/2005
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Family Teaching Home
5 Beds/3 Clients per Facility.

TAXABLE RATES -] TAX-EXEMPT RATES _

Re Mdentla 'Cost Compon ent Pro "'ctlons:'.ﬁ-fl' R 15 years @ 6. 25% - B 45 years C 5 45
' Pe’rm'a it Loan Amoun e . -
Construction Loan Take-out amount $ 1,440,285 | $ 1,440,285
Loan Fees . $ 14,403 $ - S 114,403
Estimated Debt Servsce Reserve $ 149,674 | $ * 1 142,169
Total Projected Permanent Loan Amount $1604361| | 1,598,857
_[Monthiy Debt ServicelHome $13,7567 _________ $13,005
| Monthly.Debt Service/Client™ $4585: . . $4335
Operations Costs B » N
Property Management Fee- - - 5.0% - BNEY 6881 % 650
Utilities £ 10,800 periyear | $ 900} $ 900
Landscape Mamtenance " 1,200 periyear | $ 100 ]% 100
Minor Maintenance . T 1,200 periyear |$ < - 100($ . 100
Property Taxes . = 10,951 periyear J$ . .. 913§ -
Property Insurance - 7,000 periyear | $ - 583)18%. 583
Major Maintenance Reserve 960 perlyear. | $ 8048 .+ - ‘80
| 7otal Monthly Oporaung.jsiﬁ’ehses . . |8 33641 $ - T 2,414
- |Total of Debt Service and Operating Costs - ™ IS :
-|Projected Annual Cost Per;Eacility, * $205 439 . S " $185,027
Projected Annual Cost Per Cllent 368,480 o . . $61,676
{Projected Monthly Cost Per Facullty $17 120 . . $15,419
Projected. Monthly Cost Per Client $5,707| ' : © $5,140
Projected Monthly Cost Per Bed - $3,424 ’ _$3,084

8/24/2005 .
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58962 Home

Permanént Loan Amount - - N L
Take-out amount $ 1,661,008 | $ 1,661,008
Loan Fees - : $ 16,610.1 § 16,510
Estimated' Payment Reserve $ - 1726118 . 163,957
Total Projocted Permanént Loan Amount  s18s0229) - 1,841,574
: [Wonthiy Debt Servicelome T $15,864 |- $12,998
'MonthLv Debt Service/Client S 83173 $3,000
Oparallons Costs - g1 - N
| Property Management Fee 50% - )8 “'7931 % - 750
Utilities . 10,800. periyear | $ 800 |$% 900
Landscape Maintenance 1,200° peilyear | $ 10018 - 100
Minor Mainténiarce 1,200: periyear | $ 1008 100
Property Taxes 14,110 periyear |'$ - 1,176 | $ -
Property Insurance 7,000, periyear | $ ‘583 | $ - 583
Major Mainteénance Reserve 960 petiyear | $ C 80§ 80
... |Total Monthly Operating Expenses $ ..3,732.] % . 2,513
_[Total of Debt Service and Operating Costs L Co e :
Projected Annual Cost Per-Facility - $235,160° $210,140 | .
Projected Annual Cost Per Client $47,032 $42,028
Projected Monthly Cost Per Facility - $19,597 $17,512
Projected Monthly Cost Per Client .« $3,919 $3,502| -

8/24/2005
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SB962 Home
4 Clients per Facility
: e . TAXABLE RATES - TAX-EXEMPT RATES
ﬁérmanent Loan Amount |-
Take-out amount $ 1,537,312-|.8" 1,537,312
Loan Fees" 1% 15,373 |-$ 18,373
Estimated Payment Reserve $ 159 757< $ . 151,747
Total Projected Permanent Loan Amount $1 712 442 - $1,704,432
Monthiy Debt ServicelHome 3T saa‘ 5 $13,881
Monthly Debt ServiceICllent " - $3,671f $3,470
Operatlons Costs ’ |
" Property Management Fee '~ 5.0%. 18 v 13418 694
Utilities L 8,640 perfyear | $ . - . 72018 720
Landscape, Maintenance 1,200 periyear | $- . 10018 " 100
Minor Maintenance 1,200 periyear |.$ 1001 $ 100
. Property Taxgs 14,110 periyear | §- . 1176 1S . .-
Property Insurance 7,000 perfyear | $ 583.[:% . 583
Major Mairtenance Reserve 960 perfyear [ $. - 80{$ - 80
Total Monthly_Op’éiatirg Expenses $ 3,493.08 - 2,277
{Totat of Debt Service and Operating Costs .- SR TR
Projected Annual Cost Per:Facility - $218,115° | $193,906
Projected Annual Qost Per.Client - $54,529 | $48,477
Projected Monthly Cost Per Facility - $18,176 | $16,159
Projected MonthlyiCost Per Client '$4,544 _ $4,040

8/24/2005
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RESOLUTION 05-35

RESOLUTION AUTHORIZING A SERIES OF FINAL LOAN COMMITMENTS
AND ONE OR MORE PRELIMINARY LOAN COMMITMENTS

WHEREAS, the California Department of Developmental Services (“DDS”) has
developed a plan to close the Agnews Developmental Center, and move its developmentally

'drsabled resrdents into commumty housmg settings located in three Bay Area counties, and

WHEREAS the State of California has enacted' AB 2100, providing that DDS may

- approve a plan whereby, among other things, regional centers may provide for the

deve]opment of commumty housing for the residents of the Agnews Developmental Center;
and ‘

WHEREAS the Golden Gate Regional Center the Regronal Center of the East Bay,
and the San Andreas Reglonal Center (collectively, the “Regional Centers”) and DDS, have

: developed such a plan known as the Bay Area Housmg Plan (“BAHP”), and

WHEREAS the BAHP contemplates that the Hallmark Group (“Hallmark”) will be .

. ,’the mmal developer of the housmg provided for in such plan and

WHEREAS the California Housing ' Fmance Agency ("Agency") has worked with
the State of California, mcludmg DDS and the Departmént of Health' Servrces, ‘the Regional

,. Centers, and Ha]lmark to develop a ﬁnancmg plan for the. BAHP (the Financing Plan” ), and

_ WHEREAS the Fmancmg ‘Plari’ contemplates that ‘- series’ of permanent loan
commltments w1ll be made to the initial developer of ‘the housmg contemplated by the

BAHP to permrt the developer to obtain acquisition and constructton ﬁnancmg for each of
: ,the 1nd1v1dual homes belng acqulred by that developer and ‘

WHEREAS the BAHP and the Fmancmg Plan have been reviewed by Agency
staff, which has’ prepared a réport presented to the Board on the méeting date recited below -

;(the "Staff Report"),: recommendmg Board approval of a series of final loan commitments for -

a portion. of” the Fi mancmg ‘Plan up to an aggregate amount of $20,000; OOO 00; together with

'prellmmary commitments for later portions ‘of the’ Fmancmg Plan up to”an’ additional

aggregate amount-of $80,000,000.00, subject to certain recommended terms and condrttons
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 housing developed under the BAHP with proceeds of a subsequent

borrowing; and
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Resolution 05-35
Page 2

‘WHEREAS, the Board confirms that the Executive Director is delegated the
authority to, declare the official intent of the Agency to reimburse such prror expendltures for
housing developed under the BAHP; and -

WHEREAS, based upon the recommendation of staff and due deliberation by the

. Board, the Board has determined that a series of final loan commitments be made to the

developer to jmplement the initial portion of the BAHP up to an aggregate amount of

$20,000.000.00; and that one or more preliminary loan commitments be made to finance later

portions of the BAHP up to an additional aggregate amount of $80,000,000.00, w1th such
preliminary ¢ commltments being subject to further Board approval;

1.. . The Executlve Dlrector or in his/her absence, elther the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorizéd to
execute and deliver a series of final commitment letters, in a form acceptable to the Agency,
and subject to, recommended terms and conditions set forth in the Staff Report, up to an
aggregate amount of $20, 000,000.00 in relation to the BAHP described above

2. - The Executlve Dlrector orin hls/her absence, elther the Chief Deputy Dlrector
or the Director ‘of Multifamily Programs of the Agency is hereby. authorized to execute and
deliver one or more prehmmary commitment letters, in a form acceptable to the Agency,
subject to recommended terms and conditions set forth in the Staff Report, .and additionally
subject to the further approval of the Board of Directors, up to an addmonal aggregate amount
of $80 000,000. 00 in relatlon to.the BAHP described above . .

3 The Executwe Director- may modrfy the terms anid condmons of ‘the ﬁnal loan
commitments provided for above, provided that major modifications,. as; defined below;, must

- be submitted to . this Board for -approval. "Major modlﬁcatlons as used herein means
_modlﬁcatlons Wthh elther (i) increase the total aggregate. ‘amount of any final. loan

commitments made pursuant to the Resolutron by more than 7%; or (11) modlﬁcatlons 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
publlc purpose, aspects of the final commxtment m a substantial way "

1. hereby cemfy that thts is a true and_ correct copy of Resolution 05- 35 adopted at a duly

constituted meeting of the Board of the Agency held on September 8, 2005, at Burbank,
Callfomta o ‘

ATTEST:

Secretary
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State of California

To:

From: .

Subject:

MEMORANDUM

Board of Directors Date: December 23, 2005

Yozl

Bruce D. Gilbertson, Director of Financing
CALIFORNIA HOUSING FINANCE AGENCY

ANNUAL SINGLE FAMILY BOND REAUTHORIZATION RESOLUTION 06-03

Resolution 06-03 would authorize the sale and issuance of CalHFA single family
bonds (with related interest rate swaps and other financial agreements) for another

" year. In addition, the resolution would authorize the Agency to borrow for

homeownership purposes using both short-term and long-term credit facilities.

Annual reauthorization, a practice approved by the Board every year since 1987,
enables the staff to schedule and size our bond transactions to meet demand for loan
funds throughout the year without regard to the timing of individual Board meetings.

Resolution 06-03 would authorize single family bonds to be issued in various amounts
by category, as follows:

0] Equal to the amount of prior single family bonds being retired, including
eligible bonds of other issuers; '

2) Equal to fhe amount of private activity bond volume cap made available for
our single family program by the California Debt Limit Allocatlon Committee;
and

3) Up to $900 million of federally-taxable single famlly bonds (in addmon to any
taxable bonds issued under the first category).

Bonds would be authorized to be issued under any of the previously-approved forms
of indenture as listed in the resolution. We again anticipate continuing to use the
Home Mortgage Revenue Bond indenture, with its Aa2/AA- ratings, for our single
family bond issuances in 2006. If we decide to again issue bonds for purposes of
financing homeownership down payment assistance loans, we anticipate using the
Housing Program Bond indenture.
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The resolution would also authorize the full range of related financial agreements, .
including contracts for investment of bond proceeds, for warehousing of mortgages

pending the availability of bond proceeds, for interest rate hedging (including the

continued use of interest rate swaps), and for forward delivery of bonds through

August 1, 2008. The resolution would also authorize contracts for consulting services

or information services related to the financial management of the Agency, including

advisors or consultants on interest rate swaps, cash flow management, and similar

matters, and contracts for financial printing and similar services.

The resolution would also reauthorize short-term credit facilities in an aggregate
amount not to exceed $450 million (for the Homeownership Programs, Multifamily
Programs, Loans to Public Entities and Bay Area Housing Plan). This authorization
would allow us to continue to utilize our $300 million warehouse line from the State's
Pooled Money Investment Board and up to $150 million from the Bank of America
credit line.

The resolution would also authorize long-term credit facilities in an aggregate amount
- not to exceed $300 million (for the Homeownership Programs, Multifamily Programs,
and Loans to Public Entities and Bay Area Housing Plan). We continue to pursue
establishing a long-term credit facility that we believe would be a useful borrowing
tool for carrying loans made for down payment assistance or made to local agencies
under the HELP program or other program initiatives with localities. .

In addition, the resolution would reauthorize cooperation with local agencies similar
to that accomplished in calendar year 2004 with the Southern California Home
Financing Authority and with the City of Los Angeles Department of Housing and in
calendar year 2005 with the CRHMFA Homebuyers Fund.

In order to allow for necessary overlap of authority for bond issues scheduled during
the time that reauthorization is being considered, Resolution 06-03 would not expire
until 30 days after the first Board meeting in the year 2007 at which there is a quorum.
Likewise, last year's single family resolution (05-01) will not expire until 30 days after
- this meeting.

In past years we have strived to lock in our cost of funds approximately every 60 days,
whether by means of pricing fixed-rate bonds or, in recent years, via the interest rate’

- swap market. In 2006, we will continue to do our best to periodically match our cost
of funds to our lending rates, but this effort will be affected, as was the case in 2005,
by our plans to fund a portion of our new loans with moneys recelved from "excess"
prepayments of loans made in recent years.

Attachment
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RESOLUTION NO. 06-03

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
AUTHORIZING THE AGENCY’S SINGLE FAMILY BOND INDENTURES, THE
ISSUANCE OF SINGLE FAMILY BONDS, SHORT- AND LONG-TERM CREDIT
FACILITIES FOR HOMEOWNERSHIP PURPOSES, AND RELATED FINANCIAL

AGREEMENTS AND CONTRACTS OF SERVICES

WHEREAS, the California Housing Finance Agency (the “Agency”) has
determined that there exists a need in California for providing financial assistance, directly or
indirectly, to persons and families of low or moderate income to enable them to purchase
moderately priced single family residences (“Residences™);

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to provide such financial assistance by means of ongoing programs (collectively, the
“Program”) to make loans to such persons and families, or to developers, for the acquisition,
development, construction and/or permanent financing of Residences (the “Loans™);

WHEREAS, pursuant to Parts 1 through 4 of Division 31 of the Health and Safety
Code of the State of California (the “Act”), the Agency has the authority to issue bonds to
provide sufficient funds to finance the Program, including the purchase of Loans, the payment of
capitalized interest on the bonds, the establishment of reserves to secure the bonds, and the
payment of other costs of the Agency incident to, and necessary or convenient to, the issuance of
the bonds;

WHEREAS, the Agency, pursuant to the Act, has from time to time issued
various series of its Single Family Mortgage Purchase Bonds (the “SFMP Bonds™), its Home
Ownership and Home Improvement Revenue Bonds (the “HOHI Bonds™), its Home Mortgage
Revenue Bonds (the “HMP Bonds™), its Home Ownership Mortgage Bonds (the “HOM Bonds”),
its Single Family Mortgage Bonds (the “SFMor Bonds™), and its Housing Program Bonds (the
“HP Bonds’"), and is authorized pursuant to the Act to issue additional SFMP Bonds, HOHI

 Bonds, HMP Bonds, HOM Bonds, SFMor Bonds, and HP Bonds (collectively with bonds

authorized under this resolution to be issued under new indentures, the “Bonds”) to provide
funds to finance the Program;

WHEREAS, pursuant to the Act, the Agency has the authority to enter into short--

term and long-term credit facilities for the same purposes for which the Agency may issue -
bonds; -

WHEREAS, pursuant to Chapter 6 of Part 5 of Division 31 (Sections 52060 et
seq.) of the Health and Safety Code of the State of California (the “Local Agency Assistance
Act”), the Agency also has the authority to enter into agreements with cities, counties and joint

‘powers authorities created by cities and counties (collectively, “Local Agencies”), which provide
that the Agency shall sell bonds on behalf of such Local Agencies for the purpose of providing

funds for home mortgages fi nancmg residences within the respective _]ul’lSdlCtlonS of such Local
Agencies; and
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WHEREAS, the Local Agency Assistance Act provides that although such bonds
are to be bonds of the Local Agency (“Local Agency Bonds™), the proceeds of such Local
Agency Bonds may be utilized in the Agency’s Program, including borrowing such proceeds
through the issuance of Bonds to the Local Agency;

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors (the
“Board”) of the California Housing Finance Agency as follows:

Section 1. Determination of Need and Amount. The Agency is of the opinion
and hereby determines that the issuance of one or more series of Bonds, in an aggregate amount
not to exceed the sum of the followmg amounts, is necessary to provide sufficient funds for the
Program:

(a) the aggregate amount of Bonds and/or other qualified mortgage bonds
(including bonds of issuers other than the Agency) to be redeemed or maturing in
connection with such issuance,

(b) the aggregate amount of private activity bond allocations under federal tax
law heretofore or hereafter made available to the Agency (including any such allocations
made available to a Local Agency in connection with the issuance of Local Agency
Bonds) for such purpose, and

(©) if and to the extent interest on one or more of such series of Bonds is
determined by the Executive Director to be intended not to be excludable from gross
income for federal income tax purposes, $900,000,000.

Section 2. Authorization and Timing. The Bonds are hereby authorized to be
issued in such aggregate amount at such time or times on or before the day 30 days after the date
on which is held the first meeting of the Board in the year 2007 at which a quorum is present, as
the Executive Director of the Agency (the “Executive Director’”) deems appropriate, upon
consultation with the Treasurer of the State of California (the “Treasurer™) as to the timing of
each such issuance; provided, however, that if the bonds are sold at a time on or before the day
30 days after the date on which is held such meeting, pursuant to a forward purchase or
drawdown agreement providing for the issuance of such Bonds on or before August 1, 2008
upon specified terms and conditions, such Bonds may be issued on such later date:

Section 3. Approval of Forms of Indentures. The Executive Director and the
Secretary of the Board of Directors of the Agency (the “Secretary”) are hereby authorized and
directed, for and on behalf and in the name of the Agency in connection with the issuance of
Bonds, to execute and acknowledge and to deliver to the Treasurer as trustee and/or, if
appropriate, to a duly qualified bank or trust company selected by the Executive Director to act
as trustee or co-trustee with the approval of the Treasurer (collectively, the “Trustees™), one or
more new indentures (the “New Indentures™), in one or more forms similar to one or more ofthe
following (collecttvely, the “Prior Indentures™):

(a) that certain indenture pertaining to-the SFMP Bonds (the “SFMP
Indenture”), .
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(b) that certain indenture pertaining to the HOHI Bonds (the “HOHI
Indenture™), ;

(c)  that certain indenture pertaining to the HOM Bonds (the “HOM
Indenture™),

(d) those certain indentures pertaining to the HMP Bonds (the “HMP
Indentures™),

(e)  thatform of general indenture approved by Resolution No. 92-41, adopted
November 12, 1992 (the “SHOP Indenture™),

(f) - that form of master trust indenture proposed by Fannie Mae (“Fannie
Mae”) in-connection with their “MRB Express” program and approved by Resolution
“No. 93-30, adopted September 7, 1993 (the “Fannie Mae MRB Express Program
Indenture™), .

(g).  that form of general indenture designed for the Fannie Mae Index Option
Program and approved by Resolution No. 94-01, adopted January 13, 1994 (the “Fannie
Mae Index Option Program Indenture”),

~ (h) - those certain indentures pertaining to the SFMor Bonds (the “SFMor
Indentures™), ‘

(1) the form of draw down bond indenture approved by Resolution No. 01-04,
as amended by Resolution No. 01-39, adopted November 8, 2001,

() - the form-of bond indenture approved by Resolution No. 02-01, as
amended by Resolution 02-17, adopted June 6, 2002, and/or

(k) that certain indenture pertaining to the HP Bonds (the “HP lndenture”)

Each such New Indenture may be executed, acknowledged and delivered with such changes
therein as the officers executing the same approve upon consultation with the Agency’s legal
counsel, such approval to be conclusively evidenced by the execution and delivery thereof.
Changes reflected in any New Indenture may include, without limitation, provision for a
supplemental pledge of Agency moneys or assets (including but not limited to, a deposit from the
Supplementary Bond Security Account created under Section 51368 of the Act) and provision
for the Agency’s general obligation to additionally secure the Bonds if appropriate in furtherance
of the objectives of the Program.

Section 4. Approval of Forms of Supplemental Indenture. The Executive
Director and the Secretary are hereby authorized and directed, for and on behalf and in the name
of the Agency, to execute and acknowledge and to deliver with respect to each series of Bonds, if
and to the extent appropriate, a supplemental indenture (a “Supplemental Indenture”) under
either one of the Prior Indentures or a New Indenture and in substantially the form of the
respective supplemental indentures previously executed and delivered or approved, each with
such changes therein as the officers executing the same approve upon consultation with the
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Agency’s legal counsel, such approval to be conclusively evidenced by the execution and

delivery thereof. Changes reflected in any Supplemental Indenture may include, without . '
limitation, provision for a supplemental pledge of Agency moneys or assets (including but not
limited to, a deposit from the Supplementary Bond Security Account created under Section
51368 of the Act) and provision for the Agency’s general obligation to additionally secure the

- Bonds if appropriate in furtherance of the objectives of the Program.

The Executive Director is hereby expressly authorized and directed, for and on
behalf and in the name of the Agency, to determine in furtherance of the objectives of the
Program those matters required to be determined under the applicable Prior Indenture or any
New Indenture, as appropriate, in connection with the issuance of each such series, including,
without limitation, any reserve account requirement or requirements for such series. :

Section 5. Approval of Forms and Ternis of Bonds. The Bonds shall b€ in

“such denominations, have such registration provisions, be executed in such manner, be payable

in such medium of payment at such place or places within or without California, be subjectto
such terms of redemption (including from such sinking fund installments as may be provided for)
and contain such terms and conditions as each Supplemental Indenture as finally approved shall
provide. The Bonds shall have the maturity or maturities and shall bear interest at the fixed,
adjustable or variable rate or rates deemed appropriate by the Executive Director in furtherance
of the objectives of the Program; provided that no Bond shall have a term in excess of fifty years
or bear interest at a stated rate in excess of fifteen percent (15%) per annum (in the case of
variable rate bonds, a maximum floating interest rate of twenty-five percent (25%) per annum).
Any of the Bonds and the Supplemental Indenture(s) may contain such provisions as may be
necessary to accommodate an option to put such Bonds prior to maturity for purchase by or on
behalf of the Agency or a person other than the Agency, to accommodate the requirements of
any provider of bond insurance or other credit or liquidity enhancement or to accommodate the
requirements of purchasers of Dutch auction bonds or indexed floaters.

Section 6. Authorization of Disclosure. The Executive Director is hereby
authorized to circulate one or more Preliminary Official Statements relating to the Bonds and,
after the sale of the Bonds, to execute and circulate one or more Official Statements relating to
the Bonds, and the circulation of such Preliminary Official Statements and such Official
Statements to prospective and actual purchasers of the Bonds is hereby. approved. The Executive
Director is further authorized to hold information meetings concerning the Bonds and to
distribute other information and material relating to the Bonds.

Section 7. Authorization of Sale of Bonds. The Bonds are hereby authorized to
be sold at negotiated or competitive sale or sales. The Executive Director is hereby authorized
and directed, for and in the name and on behalf of the Agency, to execute and deliver one or
more purchase contracts (including one or more forward purchase agreements) relating to the
Bonds, by and among the Agency, the Treasurer and such underwriters or other purchasers
(including, but not limited to, Fannie Mae) as the Executive Director may select (the
“Purchasers”™), in the form or forms approved by the Executive Director upon consultation with
the Agency’s legal counsel, such approval to be evidenced conclusively by the execution and
delivery of said purchase contract by the Executive Director.
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The Treasurer is hereby authorized and requested, without further action of the.
Board and unless instructed otherwise by the Board, to sell each series of Bonds at the time and
place and pursuant to the terms and conditions set forth in each such purchase contract as finally
executed. The Treasurer is hereby further authorized and requested to deposit the proceeds of
any good faith deposit to be received by the Treasurer under the terms of a purchase contract in.a
special trust account for the benefit of the Agency, and the amount of said deposit shall be
retained by the Agency, applied at the time of delivery of the applicable Bonds as part of the
purchase price thereof, or returned to the Purchasers, as provided in such purchase contract.

Section 8. Authorization of Execution of Bonds. The Executive Director is
hereby authorized and directed to execute, and the Secretary is hereby authorized to attest, for
and on behalf and in the name of the Agency and under its seal, the Bonds, in an aggregate
amount not to exceed the amount authorized hereby, in accordance with the Prior Indenture(s),

- the Supplemental Indenture(s) or the New Indenture(s) and in one or more of the forms set forth

in the Prior Indenture(s), the Supplemental Indenture(s) or the New Indenture(s), as appropriate.

- Section 9. Authorization of Delivery of Bonds. The Bonds, when so executed,
shall be delivered to the Trustees to be authenticated by, or caused to be authenticated by, the-
Trustees. The Trustees are hereby requested and directed to authenticate, or cause to be
authenticated, the Bonds by executing the certificate of authentication and registration appearing
thereon, and to deliver the Bonds when duly executed and authenticated to the Purchasers in
accordance with written instructions executed on behalf of the Agency by the Executive -

" Director, which instructions said officer is heréby authorized and directed, for and on behalf and

in the name of the Agency, to execute and deliver. Such instructions shall provide for the
delivery of the Bonds to the Purchasers upon payment of the purchase price or prices thereof.

Section 10..- Authorization of Related Financial Agreements. The Executive
Director and the other officers of the Agency are hereby authorized to enter into; for and in the
name and on behalf of the Agency, any and all agreements and documents designed (i) to reduce
or hedge the amount or duration of any payment, interest rate, spread or similar risk, (ii) to result
in a lower cost of borrowing when used in combination with the issuance or carrying of bonds or
investments, or (iii) to enhance the relationship between risk and return with respect to the
Program or any portion thereof. To the extent authorized by Government Code Section 5922, -
such agreements or other documents may include (a) interest rate swap agreements, (b) forward
payment conversion agreements, (c) futures or other contracts providing for payments based on
levels of, or changes in, interest rates or other indices, (d) contracts to exchange cash flows for a
series of payments, or (e) contracts, including, without limitation, interest rate floors or caps,
options, puts or calls to hedge payment, interest rate, spread or similar exposure, and in each
such case may be entered into in anticipation of the issuance of bonds at such times as may be
determined by such officers. Such agreements and other documents are authorized to be entered
into with parties selected by the Executive Director, after giving due consideration for the
creditworthiness of the counterparties, where applicable, or any other criteria in furtherance of
the objectives of the Program.

‘Section 11. Authorization of Program Documents. The Executive Director
and the other officers of the Agency are hereby authorized to enter into, for and in the name and
on behalf of the Agency, all documents they deem necessary or appropriate in connection with
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the Program, including, but not limited to, one or more mortgage purchase and servicing
agreements (including mortgage-backed security pooling -agreements) and one or more loan - . .
servicing agreements with such lender or lenders or such servicer or servicers as the Executive

Director may select in accordance with the purposes of the Program, and any such selection of a

lender or lenders or a servicer or servicers is to be deemed approved by this Board as if it had

been made by this Board. The mortgages to be purchased may be fixed rate, step rate, adjustable

rate, graduated payment, déferred payment or any combination of the foregoing, may have terms

of 40 years or less and may be insured by such mortgage insurers as are selected by the:

Executive Director in furtherance of the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, one or more mortgage sale
agreements with such purchasers as the Executive Director may select in accordance with the
objectives of the Program. Any such sale of Loans may be on either a current or a forward
purchase basis. '

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, contracts to conduct foreclosures
of mortgages owned or servicéd by the Agency with such attorneys or foreclosure companies as

“the Executive Director may select in accordance with the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, contracts for the sale of
foreclosed properties with such purchasers as the Executive Director may select in accordance
with the objectives of the Program.. Any such sale of foreclosed properties may be on either an
all cash basis or may include financing by the Agency. The Executive Director and the other
officers of the Agency are also authorized to enter into any other agreements, including but not
limited to real estate brokerage agreements and construction contracts necessary or convenient
for the rehabilitation, listing and sale of such foreclosed properties.

Section 12. Authorization of Short-term Credit Facilities. The Executive
Director and the other officers of the Agency are hereby authorized to enter into, for.and in the
name and on behalf of the Agency, one or more short-term credit facilities for the purposes of (i)
financing the purchase of Loans on an interim basis, prior to the financing of such Loans with
Bonds, whether issued or to be issued and (ii) financing expenditures of the Agency incident to, .
and necessary or convenient to, the issuance of Bonds, including, but not limited to, Agency
expenditures to pay costs of issuance, capitalized interest, redemption price of prior bonds of the
Agency, costs relating to credit or liquidity support, costs relating to investment products, or net
payments and expenses relating to interest rate hedges and other financial products. Any such
short-term credit facility may be from any appropriate source, including, but not limited to, the
Pooled Money Investment Account pursuant to Government Code Section 16312; provided,
however, that the aggregate outstanding principal amount of short-term credit facilities
authorized under this resolution, Resolution No. 06-04 (the multifamily financing resolution
adopted at the same meeting), Resolution No. 06-05 (the resolution authorizing financing of
loans to local public entities adopted at the same meeting) or Resolution No. 06-06 (the Bay
Area Housing Plan resolution adopted at the same meeting) may not at any time exceed
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$450,000,000 (separate and apart from the amount of Bonds authorized by Section | of this
resolution). :

- The Executive Director and the other officers of the Agency are hereby authorized
to use available Agency moneys (other than and in addition to the proceeds of bonds) to make or
purchase Loans to be financed by bonds (including bonds authorized by prior resolutions of this
Board) in anticipation of draws on a credit facility, the issuance of Bonds or the avallablllty of
Bond proceeds for such purposes.

Section 13. Authorization of Long-Term Credit Facilities. The Executive

- Director and the other officers of the Agency are hereby authorized to enter into, for and in the

name and on behalf of the Agency, one or more long-term credit facilities for the purposes of
financing the making or purchase of non-traditional loan products or other assets, including, but
not limited to, loans for downpayment assistance or loans to local public entities, in each case for
the purpose of providing, directly or indirectly, financial assistance to persons and families of
low or moderate income to enable them to purchase single family residences. As determined by
the officer of the Agency executing any such credit facility, the Agency’s payment obligations
under such credit facility may be secured by a pledge of any such loans or assets and may be

~ general obligations of the Agency; provided that loans and assets financed from proceeds of any

such credit facility are not required to have scheduled or expected payments sufficient to produce
amounts sufficient to satisfy the obligations of the Agency under such credit facility when due.
Any such credit facility may be from any appropriate source, including, but not limited to,
Fannie Mae. The aggregate outstanding principal amount of such credit facilities authorized
under this resolution, Resolution No. 06-04 (the multifamily financing resolution adopted at the
same meeting), Resolution No. 06-05 (the resolution authorizing financing of loans to local
public entities adopted at the same meeting) or Resolution No. 06-06 (the Bay Area Housing

'Plan resolution adopted at the same meeting) may not at any time exceed $300,000,000 (separate

and apart from the amount of Bonds authorized by Section | of this resolution),.and no such
credit facility shall have a term in excess of twenty (20) years or bear interest at a stated rate in
excess of fifteen percent (15%) per annum (or in the case of any such credit facility pursuant to
which interest accrues at a variable rate, a maximum floating interest rate of twenty-five percent
(25%) per annum). Each such credit facility may be executed, acknowledged and delivered with
terms not inconsistent with the requirements of this paragraph as the officer or officers executing
the same approve upon consultation with the Agency’s legal counsel, such approval to be
conclusively evidenced by the execution and delivery thereof.

Section 14. Local Agency Cooperation. (a) The Executive Director is hereby
authorlzed and directed, for and in the name and on behalf of the Agency, to execute and deliver
one or more agreements with one or more Local Agencies providing that the Agency shall sell
Local Agency Bonds for the purpose of providing funds for the Program for the purchase of -
Loans financing Residences within the jurisdiction of the applicable Local Agency. Each such

. agreement shall contain the provisions required by Section 52062 of the Local Agency
‘Assistance Act and shall provide that the method by which the Agency shall utilize the proceeds

-of Local Agency Bonds in the Agency’s Program shall be for the Agency to borrow such

- proceeds by the issuance of Bonds to the Local Agency. The Bonds shall be in the form and

shall be issued under the terms and conditions authorized by this resolution, applied as
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appropriate under the circumstances. The Bonds shall serve as the primary source of payment of
arid as security for the Local Agency Bonds.

The Local Agency Bonds are hereby authorized to be sold at such time or times,
on or before the day 30 days after the date on which is held the first meeting of the Board-in the -
year 2007 at which a quorum is present, as the Executive Director deems appropriate, upon
consultation with the Treasurer as to the timing of each such sale.

(b) The Executive Director is heréby authorized to circulate one or more
Preliminary Official Statements relating to the Local Agency Bonds and, after the sale of the
Local Agency Bonds, to execute and circulate one or more Official Statements relating to the
Local Agency Bonds, and the circulation of such Preliminary Official Statements and such’
Official Statements to prospective and actual purchasers of the Local Agency Bonds is hereby

- approved. The Executive Director is further authorized to hold information meetings concerning

the Local Agency Bonds and to distribute other information and material relating to the Local
Agency Bonds

(c) The Local Agency Bonds are hereby authorized to be sold at negotiated or
competitive sale or sales. The Executive Director is hereby authorized and directed, for and in
the name and on behalf of the Agency and the Local Agency, to execute and deliver one or more
purchase contracts (including one or more forward purchase agreements) relating to the Local
Agency Bonds, by and among the Agency, the Treasurer, the Local Agency (if approprlate) and ,
such underwriters or other purchasers (including, but not limited to, Fannie Mae) as the
Executive Director may select (the “Local Agency Bond Purchasers™), in the form or forms
approved by the Executive Director upon consultation with the Agency’s legal counsel, such
approval to be evidenced conclusively by the execution and delivery of said purchase contract by
the Executive Director.

(d) The Treasurer is hereby authorized and requested, without further action of
the Board and unless instructed otherwise by the Board, to sell each series of Local Agency
Bonds at the time and place and pursuant to the terms and conditions set forth in each such
purchase contract as finally executed. The Treasurer is hereby further authorized and requested
to deposit the proceeds of any good faith deposit to be received by the Treasurer under the terms
of a purchase contract in a special trust account for the benefit of the Agency and the Local
Agency, and the amount of said deposit shall be applied at the time of delivery of the applicable
Local Agency Bonds, as the case may be, as part of the purchase price thereof or returned to the
Local Agency Bond Purchasers as provided in such purchase contract.

‘ Section 15. Ratification of Prior Actions. All actions previously taken by the
Agency relating to the implementation of the Program, the issuance of the Bonds, the issuance of
any prior bonds, the execution and delivery of related financial agreements and related program
agreements and.the implementation of any credit facilities as described above, including, but not
limited to, such actions as the distribution of the Agency’s Lender Program Manual, Mortgage
Purchase and Servicing Agreement, Servicing Agreement, Developer Agreement, Servicer’s
Guide, Program Bulletins and applications to originate and service loans, and the sale of any
foreclosed property, are hereby ratified.
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Section 16. Authorization of Related Actions and Agreements. The Treasurer,
the Executive Director and the officers of the Agency, or the duly authorized deputies thereof,
are hereby authorized and directed, jointly and severally, to do any and all things and to execute
and deliver any and all agreements and documents which they deem necessary or advisable in
order to consummate the issuance, sale, delivery, remarketing, conversion and administration of
Bonds and otherwise to effectuate the purposes of this resolution, including declaring the official
intent of the Agency for purposes of U.S. Treasury Regulations Section 1.150-2, and including

‘executing and delivering any amendment or supplement to any agreement or document relating

to Bonds in any manner that would be authorized under this resolution if such agreement or
document related to Bonds is authorized by this resolution. Such agreements may include, but
are not limited to, remarketing agreements, tender agreements or similar agreements regarding
any put option for the Bonds, broker-dealer agreements, market agent agreements, auction agent
agreements or other agreements necessary or desirable in connection with the issuance of Bonds
in, or the conversion of Bonds to, an auction rate mode or an indexed rate mode, agreements for
the investment of moneys relating to the Bonds, reimbursement agreements relating to any credit
or liquidity enhancement or put option provided for the Bonds, continuing disclosure agreements
and agreements for necessary services provided in the course of the issuance of the bonds,
including but not limited to, agreements with bond underwriters and placement agents, bond
trustees, bond counsel and financial advisors and contracts for consulting services or information
services relating to the financial management of the Agency, including advisors or consultants on
interest rate swaps, cash flow management, and similar matters, and contracts for financial
printing and similar services. The Agency’s reimbursement obligation under any such
reimbursement agreement may be a special, limited obligation or a general obligation and may,
subject to the rights of the Bondholders, be secured by a pledge of the same revenues and assets
that may be pledged to secure Bonds.

This resolution shall constitute full, separate, complete and additional authority
for the execution and delivery of all agreements and instruments described in this resolution,
without regard to any limitation in the Agency’s regulations and without regard to any other
resolution of the Board that does not expressly amend and limit this resolution.

Section 17. Additional Delegation. All actions by the Executive Director *
approved or authorized by this resolution may be taken by the Chief Deputy Director of the
Agency, the Director of Financing of the Agency, the Comptroller of the Agency or any other
person specifically authorized in writing by the Executive Director. ‘
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California

~ Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of

Resolution No. 06-03 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said Resolution was
adopted by the following vote:

AYES:
NOES:
ABSTENTIONS:
ABSENT::
IN WITNESS WHEREOF, I have executed this certificate and affixed the seal of

the Board of Directors of the California Housing Finance Agency hereto this l2th day of
January, 2006. .

[SEAL] ‘ Thomas C. Hughes -
Secretary of the Board of Directors of the
California Housing Finance Agency

.ﬁ
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 06-03 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said Resolution was
adopted by the following vote:
AYES:
NOES:
ABSTENTIONS:
ABSENT:

I further certify that | have carefully compared the foregoing copy with the

- original minutes of said meeting on file and of record in my office; that said copy is a full, true,

and correct copy of the original Resolution adopted at said meeting and entered in said minutes;
and that said Resolution has not been amended, modified or rescinded in any manner since the
date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, I have executed this certificate and affixed the seal of
the Board of Directors of the California Housing Finance Agency hereto this __ day of

>

[SEAL] Thomas C. Hughes
~ Secretary of the Board of Directors of the
California Housing Finance Agency
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State of California

MEMORANDUM

.To:

From:

Subject: .

Board of Directors Date: December 23,2005

Bruce D. Gilbertson, Director of Financing
CALIFORNIA HOUSING FINANCE AGENCY

T

ANNUAL MULTIFAMILY BOND REAUTHORIZATION RESOLUTION 06-04

Resolution 06-04 would authorize the sale and issuance of CalHFA multifamily bonds
(with related interest rate swaps and other financial agreements) for another year.. In
addition, the resolution would authorize the Agency to borrow for multifamily
purposes using both short-term and long-term credit facilities.

Annual reauthorization, a practice approved by the Board every year since 1987,
enables the staff to schedule and size our bond transactions to meet the demand for
loan funds throughout the year without regard to the timing of individual Board
meetings. ‘

) )
Resolution 06-04 would authorize multifamily bonds to be issued in various amounts
by category, as follows:

(D) Equal to the amount of prior multifamily bonds being retired, including
eligible bonds of other issuers; '

2) Equal to the amount of private activity bond volume cap made available for
our multifamily program by the California Debt Limit Allocation Committee
(CDLAC);

(3) Up to $800 million for the combined amount of 501(c)(3) bonds,
"governmental purpose" bonds, and federally-taxable multifamily bonds (in
addition to any taxable bonds issued under the first category); and

(4) - Up to $300 million for financing or refinancing the acquisition of existing
multifamily loans;

While bonds would be authorized to be issued under any of the previously-approved
forms of indenture as listed in the resolution, we again anticipate continuing to utilize
the Multifamily Housing Revenue Bonds III indenture, which relies on the Agency's
general obligation ratings of Aa3/AA- for its credit. Our general obligation acts as the
primary credit enhancement for our multifamily program, thus reducing the cost of

" outside sources of credit, while preserving our program’s independence.
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The resolution would also authorize the full range of related financial agreements,
including contracts for investment of bond proceeds, for warehousing of mortgages
pending the availability of bond proceeds, for interest rate hedging (including the
continued use of interest rate swaps), and for forward delivery of bonds through
August 1, 2008. The resolution would also authorize contracts for consulting services
or information services related to the financial management of the Agency, including
advisors or consultants on interest rate swaps, cash flow management, and similar
matters, and contracts for financial printing and similar services.

The resolution would also reauthorize short-term credit facilities in an aggregate
amount not to exceed $450 million (for the Homeownership Programs, Multifamily
Programs, Loans to Local Public Entities and Bay Area Housing Plan). This
authorization would allow us to continue to utilize our $300 million warehouse line
from the State's Pooled Money Investment Board and up to $150 million from the
Bank of America credit line. This bank line of credit is primarily used for multifamily
loan warehousing. : ) '

The resolution would authorize long-term credit facilities in an aggregate amount not’
'~ to exceed $300 million (for the Homeownership Programs, Multifamily Programs,
Loans to Local Public Entities and Bay Area Housing Plan). We continue to pursue
establishing a long-term credit facility that we believe would be a useful borrowing
tool for carrying loans made for down payment assistance or made to local agencies
under the HELP program or other program initiatives with localities.

In order to allow for necessary overlap of authority for bond issues scheduled during
the time that reauthorization is being considered, Resolution 06-04 would not expire
until 30 days after the first Board meeting in the year 2007 at which there is a.quorum.
Likewise, last year's multifamily resolution (05-02) will not expire until 30 days after
this meeting.

During 2006 we anticipate a small issue of multifamily drawdown bonds and two
issues of our Multifamily Housing Revenue Bonds III -- in June and November --
each in connection with private activity volume cap authorized for our use by
CDLAC. We expect both of the MHRB-III transactions to include additional bonds to
be authorized by this resolution, such as 501(c)(3) bonds, refunding bonds, and
taxable bonds. '

Attachment
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RESOLUTION NO. 06-04

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
AUTHORIZING THE AGENCY’S MULTIFAMILY BOND INDENTURES, THE ISSUANCE
OF MULTIFAMILY BONDS, SHORT- AND LONG-TERM CREDIT FACILITIES FOR
MULTIFAMILY PURPOSES, AND RELATED FINANCIAL AGREEMENTS AND

CONTRACTS OF SERVICES .

-WHEREAS, the California Housing Finance Agency (the “Agency”) has
determined that there exists a need in California for the financing of mortgage loans for the
construction or development of multi-unit rental housing developments for the purpose of
providing housing for persons and families of low or moderate income (the “Developments™);’

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to provide such financial assistance by means of an ongoing program (the “Program”) to
make or acquire, or to make loans to lenders to make or acquire, mortgage loans, for the purpose
of financing such Developments (the “Loans”);

WHEREAS pursuant to Parts | through 4 of Division 31 of the Health and Safety
Code of the State of California (the “Act”), the Agency has the authority to issue bonds to
prov1de sufficient funds to finance the Program, including the making of Loans, the payment of
capitalized interest on the bonds, the establishment of reserves to secure the bonds, and the
payment of other costs of the Agency incident to, and necessary or convenient to, the issuance of

" the bonds; and

WHEREAS, pursuant to the Act, the Agency has the authority to enter into short--
term and long-term credit facilities for the purposes of financing the Program, including the
making of Loans and the payment of other costs of the Agency incident to, and necessary or
convenient to, the issuance of the bonds, and for the purposes of financing the making or
purchase of non-traditional loan products or other assets, including, but not limited to, loans to
local public entities, in each case for the purpose of providing, directly or indirectly, rental
housing for persons and families of low or moderate income;

NOW, THEREFORE, BE IT RESOLVED, by the California Housing Finance
Agency as follows:

Section 1. Determination of Need and Amount. The Agéhcy is of the opinion
and hereby determines that the offer, sale and issuance of one or more series of multifamily
housing revenue bonds (the “Bonds™), in an aggregate amount not to exceed the sum of the
following amounts is necessary to provide sufficient funds for the Program:

(a) the aggregate amount of prior multifamily bonds of the Agency (or of other
issuers to the extent permitted by law) to be redeemed or maturing in connection
with such issuance;
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(b)  the aggregate amount of private activity bond allocations under federal tax law
heretofore or hereafter made available to the Agency for such purpose;

(©) if and to the extent the Bonds are “qualified 501(c)(3) bonds™ under federal tax
law, are not “private activity bonds™ under federal tax law, or are determined by
the Executive Director of the Agency (the “Executive Director™) to be intended-
not to be tax-exempt for federal income tax purposes, $800,000,000; and

(d) if and to the extent the Bonds are issued for the purpose of financing or
refinancing the acquisition of existing Loans that finance existing Developments,
or for the purpose of refinancing such Developments, $300,000,000.

Section 2. Authorization and Timing. The Bonds are hereby authorized to be
issued at such time or times on or before the day 30 days after the date on which is held the first
meeting in the year 2007 of the Board of Directors of the Agency at which a quorum is present,
as the Executive Director deems appropriate, upon consultation with the Treasurer of the State of
California (the “Treasurer™) as to the timing of each such issuance; provided, however, that if the
Bonds are sold at a time on or before the day 30 days after the date on which is held such
meeting, pursuant to a forward purchase or drawdown agreement providing for the issuance of
such Bonds on a later date on or before August 1, 2008, upon specified terms and conditions, -
such Bonds may be issued on such later date; and provided, further, that Bonds being issued to
refund Bonds of the type described in Section 1(d) of this resolutioti or to refinance :
Developments financed by Bonds of the type described in such Section 1(d) may be issued at any

- time prior to the original maturity date of the original Loans financed by such Bonds.

Section 3.. Approval of Indentures, Supplemental Indentures and Certain
Other Financing Documents. (a) The Executive Director and the Secretary of the Board of

Directors of the Agency (the “Secretary™) are hereby authorized and directed, for and on behalf
and in the name of the Agency in connection with the issuance of Bonds, to execute and
acknowledge and to deliver to a duly qualified bank or trust company selected by the Executive
Director to act, with the approval of the Treasurer, as trustee (the “Trustee™), one or more new
indentures (the “New Indentures”™), in one or more forms similar to one or more of the following

- (collectively, the “Prior Indentures™):

(N the Multi-Family Revenue Bonds (Federally Insured Loans) lndenture dated as of
April 17, 1979;.

2) the Multi-Unit Rental Housmg Revenue Bonds, Indenture, dated as of July 12;
1979;

3) the Rental Housing Revenue Bonds (FHA Insured Loans) lndenture dated as of
June 1, 1982;

(4)  the Multi-Unit Rental Housing Revenue Bonds 11 Indenture dated as of
' September 1, 1982; :

5) the Multifamily Rehabilitation Revenue Bonds, 1983 Issue A Indenture, dated as
-~ of December 1, 1983;
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the Multifamily Housing Revenue Bond (Insured Letter of Credlt 1984-1)
Indenture, dated as of March 1, 1984;

the Housing Revenue Bond Indenture, dated as of July 1, 1984;

the Multifamily Rehabilitation Revenue Bond, 1985 Issue A, Indenture, dated as

"~ of March 1, 1985;

the form of indenture approved by the Board of Directors of the Agency at its
May 11, 1989 meeting for the Financial Guaranty Insurance Company program;

the Housing Revenue Bond Il Indenture, dated as of July 1, 1992;

the Multifamily Housing Revenue Refunding Bond Indentures, dated as of July 1,
1993 (including as originally delivered and as amended and restated);

the Multifamily Housing Revenue Bond (Tara Village Apartments), 1994 Series ‘
A, Indenture, dated as of November 1, 1994;

the Multifamily Housing Revenue Bond (FHA Insured Mortgage Loans)

JIndenture, dated February 1, 1995;

the Multifamily Housing Revenue Bond II Indenture, dated as of October 1, 1995;
the Multifamily Housing Revenue Bond 111 Indenture, dated as of March 1, 1997,

the form of commercial paper note indenture presented to the May 11, 2000
meeting of the Agency;

the Multifamily Loan Purchase Bond Indenture, dated as of July 1, 2000;

the form of draw down bond indenture approved by Resolution No. 01-05, as

amended by Resolution No. 01-39, adopted November 8, 2001;

~ the form of bond indenture approved by Resolution No. 02-02, as amended by

Resolution 02-17, adopted June 6, 2002; or
the Housing Program Bond Indenture, dated as of November 1, 2004.

Each such New Indenture may be executed, acknowledged and delivered with

such changes therein as the officers executing the same approve upon consultation with the
Agency’s legal counsel, such approval to be conclusively evidenced by the execution and
delivery thereof.

(b) For each series of Bonds, the Executive Director and the Secretary are hereby

authorized and directed, for and on behalf and in the name of the Agency, if appropriate, to
execute and acknowledge and to deliver with respect to each series of Bonds, a supplemental
indenture (a “Supplemental Indenture™) under either one of the Prior Indentures or a New
Indenture and in substantially the form of any supplemental indenture or series indenture
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executed or approved in connection with any of the Prior Indentures, in each case, with such
changes therein as the officers executing the same approve upon consultation with the Agency’s
legal counsel, such approval to be conclusively evidenced by the execution and delivery thereof.

The Executive Director is hereby expressly authorized and directed, for and on
behalf and in the name of the Agency, to determine in furtherance of the objectives of the
Program those matters required to be determined under the applicable Prior Indenture or the New
Indentures, as appropriate, in connection with the issuance of each such series.

. ‘(c) For each series of Bonds, the Executive Director is hereby authorized and
directed to execute, and the Secretary is hereby authorized to attest, for and in the name and on
behalf of the Agency and under its seal, if and to the extent appropriate, a reimbursement
agreement, a letter of credit agreement or any other arrangement with respect to credit or
liquidity support in substantially the forms of the reimbursement agreements, letter of credit
agreements or other such arrangements contemplated under the Prior Indentures or New
Indentures or used in connectlon with the bonds issued under one or more of the Prior
Indentures. '

(d) Any New Indenture, Supplemental Indenture, reimbursement agreement,
letter of credit agreement or other such arrangement as finally executed may include such
modifications as the Executive Director may deem necessary or desirable in furtherance of the
objectives of the Program, including, but not limited to, one or more of the following provisions:

(1) for the Agency’s insured or uninsured, limited or general, obligation to pay any
debt secured thereby,

) for a pledge of an amount of the Supplementary Bond Security Account to the
extent necessary to obtain an approprlate credit rating or appropriate credit
enhancement, o -~

3) for a pledge of additional revenues which may be released periodically to the
Agency from the lien of one or more indentures heretofore entered into by the
Agency, including but not limited to one or more of the following:

(A)  the Prior Indentures,

(B)  the Home Mortgage Revenue Bond Indenture, dated as of September 1,
1982, as amended, and

(C)  the indentures under which are issued the Single Family Mortgage Bonds,

“4) fora depoéit of such other available assets of the Agency in an appropriate
amount in furtherance of the Program,

5) for risk sharmg provisions dividing between the Agency and any credit provider .
- and/or FHA, in such manner as the Executive Director may deem necessary or
desirable in furtherance of the objectives of the Program, the credit and financing
risks relating to the Bonds and the Developments financed by the Bonds,
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(6)  for a liquidity facility,
(7)  for contingent or deferred interest, or

(8)  for the use or application of payments or receipts under any arrangement entered
into under Section 9 of this resolution.

_ Section 4. Approval of Forms and Terms of Bonds. The Bonds shall be in
such denominations, have such registration provisions, be executed in such manner, be payable
in such medium of payment at such-place or places within or without California, be subject to
such terms of redemption (including from such sinking fund installments as may be provided for)
and contain such terms and conditions as each Indenture as finally approved shall provide. The
Bonds shall have the maturity or maturities and shall bear interest at the fixed, adjustable or
variable rate or rates deemed appropriate by the Executive Director in furtherance of the
objectives of the Program; provided that no Bond shall have a term in excess of fifty years or
bear interest at a stated rate in excess of fifteen percent (15%) per annum (in the case of variable
rate bonds, a maximum floating interest rate of twenty-five percent (25%) per annum).
Commercial paper shall be treated for these purposes as variable rate bonds. Any of the Bonds
and the Supplemental Indenture(s) may contain such provisions as may be necessary to
accommodate an option to put such Bonds prior to maturity for purchase by or on behalf of the
Agency or a person other than the Agency, to accommodate the requirements of any provider of
bond insurance or other credit or liquidity enhancement or to accommodate the requirements of
purchasers of Dutch auction bonds or indexed floaters. ‘

Section 5. Authorization of Disclosure. The Executive Director is hereby
authorized to circulate one or more preliminary official statements relating to the Bonds and,
after the sale of the Bonds, to execute and circulate one or more official statements relating to the
Bonds, and the circulation of such preliminary official statement and such official statement to
prospective and actual purchasers of the Bonds is hereby approved. The Executive Director is
further authorized to hold information meetings concerning the Bonds and to distribute other
information and material relating to the Bonds.

Section 6. Authorization of Sale of Bonds. The Bonds are hereby authorized to
be sold at negotiated or competitive sale or sales. The Executive Director is hereby authorized
and directed, for and in the iame and on behalf of the Agency, to execute and deliver one or
more agreements, by and among the Agency, the Treasurer and such purchasers or underwriters
as the Executive Director may select (the “Purchasers”), relating to the sale of the Bonds, in such
form as the Executive Director may approve upon consultation with the Agency’s legal counsel,
such approval to be evidenced conclusively by the execution and delivery of said agreements by
the Executive Director.

The Treasurer is hereby authorized and requested, without further a_ctio‘n of this
Board and unless instructed otherwise by this Board, to sell the Bonds pursuant to the terms and
conditions set forth in each such agreement as finally executed on behalf of the Agency. The

~ Treasurer is hereby further authorized and requested to deposit the proceeds of any good faith

deposit to be received by the Treasurer under the terms of such agreement in a special trust
account for the benefit of the Agency, and the amount of such deposit shall be retained by the
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Agency, applied at the time of delivery of the applicable Bonds as part of the purchase price 5
thereof, or returned to the Purchasers, as provided in such agreement. .

~Section 7. Authorization of Execution of Bonds. The Executive Director is
hereby authorized and directed to execute, and the Secretary of this Board is hereby authorized
and directed to attest, for and on behalf and in the name of the Agency and under its seal, the
Bonds, in an aggregate amount not to exceed the amount authorized hereby, in accordance with
each New Indenture or Supplemental Indenture in one or more of the forms set forth in such

- New Indenture or Supplemental Indenture.

Sectlon 8. Authorization of Delivery of Bonds. The Bonds when so executed,
shall be delivered to the Trustee to be authenticated by or caused to be authenticated by the
Trustee. The Trustee is hereby requested and directed to authenticate, or cause to be
authenticated, the Bonds by the execution of the certificate of authentication and registration
appearing thereon, and to deliver or cause to be delivered the Bonds when duly executed and
authenticated to the Purchasers in accordance with written instructions executed on behalf of the
Agency by the Executive Director, which instructions said officer is hereby authorized and
directed, for and on behalf and in the name of the Agency, to execute-and deliver to the Trustee.
Such instructions shall provide for the delivery of the Bonds to the Purchasers, upon payment of
the purchase price thereof.

‘ Section‘9. Authorization of Related Financial Agreements. The Executive
Director and the other officers of the Agency are hereby authorized to enter into, for and in the
name and on behalf of the Agency, any and all agreements and documents designed (i) to reduce
or hedge the amount or duration of any payment, interest rate, spread or similar risk, (ii) to result
in a lower cost of borrowing when used in combination with the issuance or carrying of bonds or
investments, or (iii) to enhance the relationship between risk and return with respect to the
Program or any portion thereof. To the extent authorized by Government Code Section 5922,
such agreements or other documents may include (a) interest rate swap agreements, (b) forward
payment conversion agreements, (c) futures or other contracts providing for payments based on -
levels of, or changes in, interest rates or- other indices, (d) contracts to exchange cash flows for a
series of payments, or (e) contracts, mcludmg, without limitation, interest rate floors or caps,
options, puts or calls to hedge payment, interest rate, spread or similar exposure, and in each

~such case may be entered into in anticipation of the issuance of bonds at such times as may. be

determined by such officers. Such agreements and other documents are authorized to be entered
into with parties selected by the Executive Director, after giving due consideration for the
creditworthiness of the counterparties, where applicable, or any other criteria in furtherance of
the objectives of the Program.

Section 10. Authorization of Program Documents. The Executive Director
and the other officers of the Agency are hereby authorized and directed to execute all documents
they deem necessary or appropriate in connection with the Program, including, but not limited to,
regulatory agreements, loan agreements, origination and servicing agreements (or other loan-to-
lender documents), servicing agreements, developer agreements, financing agreements,
investment agreements, agreements to enter into escrow and forward purchase agreements,
escrow and forward purchase agreements, refunding agreements and continuing disclosure
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agreements, in each case with such other parties as the Executive Director may select in
furtherance of the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, one or more mortgage sale -
agreements with such purchasers as the Executive Director may select in accordance with the
objectives of the Program. Any such sale of Loans may be on either a current or a forward
purchase basis.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, contracts to conduct foreclosures
of mortgages owned or serviced by the Agency with such attorneys or foreclosure companies as
the Executive Director may select in accordance with the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized

" to enter into, for and in the name and on behalf of the Agency, contracts for the sale of

foreclosed properties with such purchasers as the Executive Director may select in accordance
with the objectives of the Program. Any such sale of foreclosed properties may be oneither an
all cash basis or may include financing by the Agency. The Executive Director and the other
officers of the Agency are also authorized to enter into any other agreements, including but not
limited to real estate brokerage agreements and construction contracts necessary or convenient !
for the rehabilitation, listing and sale of such foreclosed properties.

Section 11. Authorization of Short-Term Credit Facilities. In addition, the

Executive Director and the other officers of the Agency are hereby authorized to enter into, for
and in the name and on behalf of the Agency, one or more short-term credit facilities for the
purposes of (i) financing the purchase of Loans on an interim basis, prior to the financing of such
Loans with Bonds, whether issued or to be issued and (ii) financing expenditures of the Agency
incident to, and necessary or convenient to, the issuance of Bonds, including, but not limited to,
Agency expenditures to pay costs of issuance, capitalized interest, redemption price of prior

~bonds of the Agency, costs relating to credit or liquidity support, costs relating to investment
products, or net payments and expenses relating to interest rate hedges and other financial
products. Any such short-term credit facility may be from any appropriate source, including, but
not limited to, the Pooled Money Investment Account pursuant to Government Code Section
16312; provided, however, that the aggregate outstanding principal amount of short-term credit
facilities authorized under this resolution, Resolution No. 06-03 (the single family financing
resolution adopted at the same meeting), Resolution No. 06-05 (the resolution authorizing
financing of loans to local public entities adopted at the same meeting) or Resolution No. 06-06
(the Bay Area Housing Plan resolution adopted at the same meeting) may not at any time exceed
$450,000,000 (separate and apart from the amount of Bonds authorized by Section 1 of this
resolution).

The Executive Director and the other officers of the Agency are hereby authorized
to use available Agency moneys (other than.and in addition to the proceeds of bonds) to make or
purchase loans to be financed by bonds (including bonds authorized by prior resolutions of this
Board) in anticipation of draws on a credit facility, the issuance of Bonds or the availability of
Bond proceeds for such purposes.
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Section 12. Authorization of Long-Term Credit Facilities. The Executive
Director and the other officers of the Agency are hereby authorized to enter into, for and in the
name and on behalf of the Agency, one or more long-term credit facilities for the purposes of
financing the making or purchase of non-traditional loan products or other assets, including, but
not limited to, loans to local public entities, in each case for the purpose of providing, directly or
indirectly, rental housing for persons and families of low or moderate income. As determined by
the officer of the Agency executing any such credit facility, the Agency’s payment obligations
under such credit facility may be secured by a pledge of any such loans or assets and may be
general obligations of the Agency; provided that loans and assets financed from proceeds of any
such credit facility are not required to-have scheduled or expected payments sufficient to produce
amounts sufficient to satisfy the obligations of the Agency under such credit facility when due.
Any such credit facility may be from any appropriate source, including, but not limited to,
Fannie Mae. The aggregate outstanding principal amount of such credit facilities authorized
under this resolution, Resolution No. 06-03 (the single family financing resolution adopted at the

same meeting), Resolution No. 06-05 (the resolution authorizing financing of loans to local

public entities adopted at the same meeting) or Resolution No. 06-06 (the Bay Area Housing
Plan resolution adopted at the same 'meeting) may not at any time exceed $300,000,000 (separate
and apart from the amount.of Bonds authorized by Section 1 of this resolution), and no such
credit facility shall have a term in excess of twenty (20) years or bear interest at a stated rate in
excess of fifteen percent (15%) per annum (or in the case of any such credit facility pursuant to
which interest accrues at a variable rate, a maximum floating interest rate of twenty-five percent
(25%) per annum). Each such credit facility may be executed, acknowledged and delivered with

terms not inconsistent with the requirements of this paragraph as the officer or officers executing

the same approve upon consultation with the Agency’s legal counsel, such approval to be
conclusively evidenced by the execution and delivery thereof.

Section 13. Ratification of Prior Actions. All actions previously taken by the
officers of the Agency in connection with the implementation of the Program, the issuance of the
Bonds, the issuance of any prior bonds (the “Prior Bonds™), the execution and delivery of related
financial agreements and related program agreements and the implementation of any credit
facilities as described above are hereby approved and ratified.

Section 14. Authorization of Related Actions and Agreements. The Treasurer,
the Executive Director and the officers of the Agency, or the duly authorized deputies thereof,
are hereby authorized and directed, jointly and severally, to do any and all things and to execute
and deliver any and all agreements and documents which they deem necessary or advisable in
order to consummate the issuance, sale, delivery, remarketing, conversion and administration of
Bonds and Prior Bonds and otherwise to effectuate the purposes of this resolution, including
declaring the official intent of the Agency for purposes of U.S. Treasury Regulations Section
1.150-2, and including executing and delivering any amendment or supplement to any agreement
or document relating to Bonds or Prior Bonds in any manner that would be authorized under this
resolution if such agreement or document related to Bonds authorized by this resolution. Such
agreements may include, but are not limited to, remarketing agreements, tender agreements or
similar agreements regarding any put option for Bonds or Prior Bonds, broker-dealer agreements,
market agent agreements, auction agent agreements or other agreements necessary or desirable in
connection with the issuance of Bonds in, or the conversion of Bonds or Prior Bonds to, an
auction rate mode or an indexed rate mode, agreements for the investment of moneys relating to
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the Bonds or Prior Bonds, reimbursement agreements relating to any credit or liquidity
enhancement or put option provided for the Bonds or the Prior Bonds, continuing disclosure
agreements and agreements for.necessary services provided in the course of the issuance of the
bonds, including but not limited to, agreements with bond underwriters and. placement agents,
bond trustees, bond counsel and financial advisors and contracts for-consulting services or
information services relating to the financial management of the Agency, including advisors or
consultants on interest rate swaps, cash flow management, and similar matters, and contracts for
financial printing and similar services. The Agency’s reimbursement obligation under any such
reimbursement agreement may be a special, limited obligation or a general obligation and may,
subject to the rights of the Bondholders, be secured by a pledge of the same revenues and assets
that may be pledged to secure Bonds.

This resolution shall constitute full, separate, complete and additional authority

for the execution and delivery of all agreements and instruments described in this resolution,

without regard to any limitation in the Agency’s regulations and without regard to any other
resolution of the Board that does not expressly amend and limit this resolution.

Section 15. Additional Delegation. All actions by the Executive Director
approved or authorized by this resolution may be taken by the Chief Deputy Director of the

-Agency, the Director of Financing of the Agency, the Comptroller of the Agency or any other

person specifically authorized in writing by the Executive Director.

-
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 06-04 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due.notice; and that at said meeting said resolution was
adopted by the following vote:

AYES:
NOES:
ABSTENTIONS:
ABSENT:
IN WITNESS WHEREOF, I have executed this certificate and affixed the seal

of the Board of Directors of the California Housing Finance Agency hereto this 12th day of
January, 2006.

[SEAL] ‘ . ‘ - Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
the Resolution No. 06-04 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the following vote:

VAYE&

NOES:
ABSTENTIONS:
ABSENT:

[ further certify that I have carefully compared the foregoing copy with the
original minutes of said meeting on file and of record in my office; that said copy is a full,
true, and correct copy of the original resolution adopted at said meeting and entered in said
minutes; and that said resolution has not been amended, modified, or rescinded in any manner
since the date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, I have executed this certificate and affixed the seal

of the Board of Directors of the California Housing Finance Agency hereto this - day of

2

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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State of California '

MEMORANDUM

- To:

From:

Subject:

Board of Directors Date: December 23, 2005

: A
.,éig;i.;é,@ ;
" Bruce D. Gilbertson, Director of Financing,
CALIFORNIA HOUSING FINANCE AGENCY

BOND AUTHORIZATION FOR THE PURPOSE OF FINANCING LOANS TO LOCAL
PUBLIC ENTITIES RESOLUTION 06-05 ’

Resolution 06-05 would authorize the sale and issuance of CalHFA bonds (with related
interest rate swaps and other financial agreements) for the purpose of financing loans to local

- public entities to assist local public entities in providing or making affordable housing

available to low — or moderate-income persons or families. In addition, the resolution would
authorize the Agency to borrow for these purposes using both short-term and long-term credit
facilities.

Resolution 06-05 would authorize bonds to be issued in an aggregate amount not to exceed
$50,000,000. The recently created Housing Program Bond indenture would be an appropriate
financing vehicle for this purpose.

The resolution would also authorize the full range of related financial agreements, including
contracts for investment of bond proceeds, for warehousing of mortgages pending the
availability of bond proceeds, for interest rate hedging, and for forward delivery of bonds
through August 1, 2008. The resolution would also authorize contracts for consulting

‘services or information services related to the financial management of the Agency, including

advisors or consultants on interest rate swaps, cash flow management, and similar matters,
and contracts for financial printing and similar services.

The resolution would also authorize short-term credit facilities in an aggregate amount not to
exceed $450 million and long-term credit facilities in an aggregate amount not to exceed
$300 million to be used collectively for purposes of the Homeownership Programs,
Multifamily Programs, Loans to Local Public Entities and the Bay Area Housing Plan. Use
of these credit facilities for loans to local public entities would be limited to an aggregate
amount not to exceed $50,000,000.

In order to allow for necessary overlap of authority for bond issues scheduled during the time
that reauthorization is being considered, Resolution 06-05 would not expire until 30 days
after the first Board meeting in the year 2007 at which there is a quorum.

Attachment
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RESOLUTION NO. 06-05

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
AUTHORIZING THE ISSUANCE OF THE AGENCY’S BONDS, SHORT- AND LONG-
TERM CREDIT FACILITIES, AND RELATED FINANCIAL AGREEMENTS AND
CONTRACTS OF SERVICES FOR THE PURPOSE OF FINANCING LOANS TO LOCAL
PUBLIC ENTITIES TO ASSIST LOCAL PUBLIC ENTITIES IN PROVIDING OR MAKING
AFFORDABLE HOUSING AVAILABLE TO LOW- OR MODERATE-INCOME PERSONS
OR FAMILIES

WHEREAS, California Health and Safety Code Section 51065.5 provides that the
California Housing Finance Agency (the “Agency”) may make unsecured loans or loans secured
by assets other than real property to local public entities, and that the loans may be funded by the

proceeds of bonds or other Agency funds to assist local public entities in providing or making

affordable housing to low- or moderate-income persons or families (“Affordable Housing™);

- WHEREAS, the California Housing Finance Agency (the “Agency”) has
determined that there exists a need in California for the financing of loans (“Loans”) to be made
to local public entities (“Local Agencies™) to assist Local Agencies in providing or making.
Affordable Housing available to low- or moderate-income persons.or families and that there -
exists a need for such Loans to be made to finance costs incurred by Local Agencies prior to the
design and/or approval of the specific housing developments or residential structures of which
such Affordable Housing is to be comprised and prior to the final determination of the
percentage of the development that will be Affordable Housing;

WHEREAS,; the Aéency has determined that it is in the public interest for the
Agency to provide such financial assistance by means of an ongoing program (the “Program™) to
make or acquire such Loans;

WHEREAS, pursuant to Parts 1 through 4 of Division 31 of the Health and Safety
Code of the State of California (the “Act”), the Agency has the authority to issue bonds to
provide sufficient funds to finance the Program, including the making of Loans, the payment of
capitalized interest on the bonds, the establishment of reserves to secure the bonds, and the
payment of other costs of the Agency incident to, and necessary or convenient to, the issuance of
the bonds; and

WHEREAS, pursuant to the Act, the Agency has the authority to enter into short-
term and long-term credit facilities for the purposes of financing the Program, including the
making of Loans and the payment of other costs of the Agency incident to, and necessary or
convenient to, the issuance of the bonds; :

NOW, THEREFORE, BE IT RESOLVED, by the California Housing Finance
Agency as follows:
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Section 1. Determination of Need and Amount. The Agency is of the opinion
and hereby determines that the offer, sale and issuance of one or more series of bonds (the
“Bonds™), in an aggregate amount not to exceed $50,000,000 is necessary to provide sufficient
funds for the Program. ‘

- Section 2. Authorization and Timing. The Bonds are hereby authorized to be
issued at such time or times on or before the day 30 days after the date on which is held the first
meeting in-the year 2007 of the Board of Directors of the Agency at which a quorum is present,

- as the Executive Director deems appropriate, upon consultation with the Treasurer of the State of

California (the “Treasurer”) as to the timing of each such issuance; provided, however, that if the
Bonds are sold at a time on or before the day 30 days after the date on which is held such
meeting, pursuant to a forward purchase or drawdown agreement providing for the issuance of
such Bonds on a later date on or before August 1, 2008, upon specified terms and conditions,
such Bonds may be issued on such later date.

Section 3. Approval of Indentures, Supplemental Indentures and Certain
Other Financing Documents. (a) The Executive Director and the Secretary of the Board of
Directors of the.Agency (the “Secretary”) are hereby authorized and directed, for and on behalf -
and in the name of the Agency in connection with the issuance of Bonds, to execute and
acknowledge and to deliver to a duly qualified bank or trust company selected by the Executive
Director to act, with the approval of the Treasurer, as trustee (the “Trustee™), one or more new
indentures (the “New Indentures™), in one or more forms similar to one or more of the following
(collectively, the “Prior Indentures™):

) the Multifamily Housing Revenue Bond Il Indenture, dated as of March 1, 1997;

2) " the form of cofnmercial paper note indenture presented to the May 11, 2000
‘ .meeting of the Agency; or

3) the Housing Program Bond Indenture, dated November 1, 2004.

Each such New Indenture may be executed, acknowledged and delivered with
such changes therein as the officers executing the same approve upon consultation with the
Agency’s legal counsel, such approval to be conclusively evidenced by the execution and
delivery thereof.

(b) For each series of Bonds, the Executive Director and the Secretary are'hereby
authorized and directed, for and on behalf and in the name of the Agency, if appropriate, to
execute and acknowledge and to deliver with respect to each series of Bonds, a supplemental

- indenture (a “Supplemental Indenture™) under either one of the Prior Indentures or a New

Indenture and in substantially the form of any supplemental indenture or series indenture
executed or approved in connection with any of the Prior Indentures, in each case, with such
changes therein as the officers executing the same approve upon consultation with the Agency’s
legal counsel, such approval to be conclusively evidenced by the execution and delivery thereof.
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The Executive Director is hereby expressly authorized and directed, for and on

behalf and in the name of the Agency, to determine in furtherance of the objectives of the .
Program those matters required to be determined under the applicable Prior Indenture or the New

Indenture, as appropriate, in connection with the issuance of each such series.

(c) For each series of Bonds, the Executive Director is hereby authorized and
directed to execute; and the Secretary is hereby authorized to attest, for and in the name and on
behalf of the Agency and under its seal, if and to the extent appropriate, a reimbursement
agreement, a letter of credit agreement or any other arrangement with respect to credit or
liquidity support in substantially the forms of the reimbursement agreements, letter of credit
agreements or other such arrangements contemplated under the Prior Indentures or New
Indentures or used in"connection with the bonds issued under one or more of the Prior
Indentures.

(d) Any New Indenture, Supplemental Indenture, reimbursement agreement,
letter of credit agreement or other such arrangement as finally executed may include such
modifications as the Executive Director may deem necessary or desirable in furtherance of the
objectives of the Program, including, but not limited to, one or more of the following provisions:
(N for the Agency’s insured or uninsured, limited or general, obligation to pay any

debt secured thereby,

) for a pledge of an amount of the Supplementary Bond Security Account to the
extent necessary to obtain an appropriate credit rating or appropriate credit
enhancement,

3) for a pledge of additional revenues which may be released periodically to the
Agency from the lien of one or more indentures heretofore entered into by the
Agency, including but not limited to one or more of the following:

(A)  the Prior Indentures,

(B) the Home Mortgage Revenue Bond Indenture, dated as of September 1
1982, as amended, and

(C)  theindentures under which are issued the Single Family Mortgage Bonds,

4) for a dep051t of such other available assets of the Agency in an approprlate
amount in furtherance of the Program,

(5)  for a liquidity facility,
(6) for contingent or deferred interest, or

(7) - for the use or application of payments or recelpts under any arrangement entered
into under Section 9 of this resolution.
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Section 4. Approval of Forms and Terms of Bonds. The Bonds shall be in
such denominations, have such registration provisions, be executed in such manner, be payable
in such medium of payment at such place or places within or without California, be subject to
such terms of redemption (including from such sinking fund instaliments as may be provided for)
and contain such terms and conditions as each Indenture as finally approved shall provide. The
Bonds shall have the maturity or maturities and shall bear interest at the fixed, adjustable or -
variable rate or rates deemed appropriate by the Executive Director in furtherance of the
objectives of the Program; provided that no Bond shall have a term in excess of fifty years or
bear interest at a stated rate in excess of fifteen percent (15%) per annum (in the case of variable
rate bonds, a maximum floating interest rate of twenty-five percent (25%) per annum).
Commercial paper shall be treated for these purposes as variable rate bonds. Any of the Bonds
and the Supplemental Indenture(s) may contain such provisions as may be necessary to
accommodate an option to put such Bonds prior to maturity for purchase by or on behalf of the
Agency or a person other than the Agency, to accommodate the requirements of any provider of
bond insurance or other credit or liquidity enhancement or to accommodate the requirements of
purchasers of Dutch auction bonds or indexed floaters.

Section 5. Authorization of Disclosure. The Executive Director is hereby
authorized to circulate one or more preliminary official statements relating to the Bonds and,

‘after the sale of the Bonds, to execute and circulate one or more official statements relating to the

Bonds, and the circulation of such preliminary official statement and such official statement to
prospective and actual purchasers of the Bonds is hereby approved. The Executive Director is
further authorized to hold information meetings concerning the Bonds and to distribute other
information and material relating to the Bonds.

Section 6. Authorization of Sale of Bonds. The Bonds are hereby authorized to
be sold at negotiated or competitive sale or sales. The Executive Director is hereby authorized
and directed, for and in the name and on behalf of the Agency, to execute and deliver one or
more agreements, by and among the Agency, the Treasurer and such purchasers or underwriters
as the Executive Director may select (the “Purchasers™), relating to the sale of the Bonds, in such
form as the Executive Director may approve upon consultation with the Agency’s legal counsel,
such approval to be evidenced conclusively by the execution and delivery of said agreements by
the Executive Director.

The Treasurer is hereby authorized and requested, without further action of this
Board and unless instructed otherwise by this Board; to sell the Bonds pursuant to the terms and
conditions set forth in each such agreement as finally executed on behalf of the Agency. The

- Treasurer is hereby further authorized and requested to deposit the proceeds of any good faith

deposit to be received by the Treasurer under the terms of such agreement in a special trust
account for the benefit of the Agency, and the amount of such deposit shall be retained by the
Agency, applied at the time of delivery of the applicable Bonds as part of the purchase price
thereof, or returned to the Purchasers, as provided in such agreement.

Section 7. Authorization of Execution of Bonds. The Executive Director is
hereby authorized and directed to execute, and the Secretary of this Board is hereby authorized
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and directed to attest, for and on behalf and in the name of the Agency and under its seal, the
Bonds, in an aggregate amount not to exceed the amount authorized hereby, in accordance with
each New Indenture or Supplemental Indenture in one or more of the forms set forth in such
New Indenture or Supplemental Indenture.

Section 8. Authorization of Delivery of Bonds. The Bonds when so executed,
shall be delivered to the Trustee to be authenticated by or caused to be authenticated by the
Trustee. The Trustee is hereby requested and directed to authenticate, or cause to be
authenticated, the Bonds by the execution of the certificate of authentication and registration
appearing thereon, and to deliver or cause to be delivered the Bonds when duly executed and -
authenticated to the Purchasers in accordance with written instructions executed on behalf of the

Agency by the Executive Director, which instructions said officer is hereby authorized and

directed, for and on behalf and in the name of the Agency, to execute and deliver to the Trustee.
Such instructions shall provide for the delivery of the Bonds to the Purchasers, upon payment of
the purchase price thereof.

Section 9. Authorization of Related Financial Agreements. The Executive
Director and the other officers of the Agency are hereby authorized to enter into, for and in the
name and on behalf of the Agency, any and all agreements and documents designed (i) to reduce
or hedge the amount or duration of any payment, interest rate, spread or similar risk, (ii) to result

in a lower cost of borrowing when used in combination with the issuance or carrying of bonds or

investments, or (iii) to enhance the relationship between risk and return with respect to the-
Program or any portion thereof. To the extent authorized by Government Code Section 5922,
such agreements or other documents may include (a) interest rate swap agreements, (b) forward
payment conversion agreements, (c) futures or other contracts providing for payments based on
levels of, or changes in, interest rates or other indices, (d) contracts to exchange cash flows for a
series of payments, or (e) contracts, including, without limitation, interest rate floors or caps,
options, puts or calls to hedge payment, interest rate, spread or similar exposure, and in each
such case may be entered into in anticipation of the issuance of bonds at such times as may be
determined by such officers. Such agreements and other documents are authorized to be entered
into with parties selected by the Executive Director, after giving due consideration for the
creditworthiness of the counterparties, where applicable, or any other criteria in furtherance of
the objectives of the Program. /

“Section 10. Authorization of Program Documents. The Executive Director

and the other officers of the Agency are hereby authorized and directed to execute all documents |

they deem necessary or appropriate in connection with the Program, including, but not limited to,
regulatory agreements, loan agreements, loan-to-lender documents, servicing agreements,
developer agreements, financing agreements, investment agreements, agreements to enter into
escrow and forward purchase agreements, escrow and forward purchase agreements, refunding
agreements and continuing disclosure agreements, in each case with such other parties as the
Executive Director may select in furtherance of the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, one or more mortgage sale
agreements with such purchasers as the Executive Director may select in accordance with the
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objectives of the Program. Any such sale of Loans may be on either a current or a forward
purchase basis.

Section 11. Authorization of Short-Term Credit Facilities. In addition, the
Executive Director and the other officers of the Agency are hereby authorized to enter into, for
and in the name and on behalf of the Agency, one or more short-term credit facilities for the
purposes of (i) financing the purchase of Loans on an interim basis, prior to the financing of such
Loans with Bonds, whether issued or to be issued and (ii) financing expenditures of the Agency
incident to, and necessary or convenient to, the issuance of Bonds, including, but not limited to,
Agency expenditures to pay costs of issuance, capitalized interest, redemption price of prior -
bonds of the Agency, costs relating to credit or liquidity support, costs relating to investment
products, or net payments and expenses relating to interest rate hedges and other financial
products. Any such short-term credit facility may be from any appropriate source, including, but
not limited to, the Pooled Money Investment Account pursuant to Government Code Section
16312; provided, however, that the aggregate outstanding principal amount of short-term credit
facilities authorized under this resolution, Resolution No. 06-03 (the single family financing
resolution adopted at the same meeting), Resolution No..06-04 (the multifamily financing
resolution adopted at the same meeting) or Resolution No. 06-06 (the Bay Area Housing Plan
resolution adopted at the same meeting)may not at any time exceed $450,000,000 (separate and
apart from the amount of Bonds authorized by Section 1 of this resolution).

The Executive Director and the other officers of the Agency are hereby authorized
to use available Agency moneys (other than and in addition to the proceeds of bonds) to make or
purchase Loans to be financed by bonds (including bonds authorized by prior resolutions of this
Board) in anticipation of draws on a credit facility, the issuance of Bonds or the availability of
Bond proceeds for such purposes. .

Section 12. Authorization of Long-Term Credit Facilities. The Executive
Director and the other officers of the Agency are hereby authorized to enter into, for and in the
name and on behalf of the Agency, one or more long-term credit facilities for the purposes of

~ financing the making or purchase of Loans. As determined by the officer of the Agency

executing any such credit facility, the Agency’s payment obligations under such credit facility
may be secured by a pledge of any such loans or assets and may be general obligations of the
Agency; provided that loans and assets financed from proceeds of any such credit facility are not
required to have scheduled or expected payments sufficient to produce amounts sufficient to
satisfy the obligations of the Agency under such credit facility when due. Any such credit
facnllty may be from any appropriate source, including, but not limited to, Fannie Mae. The
‘aggregate outstanding principal amount of such credit facilities authorized under this resolution,
Resolution No. 06-03 (the single family financing resolution adopted at the same meeting),
Resolution No. 06-04 (the multifamily financing resolution adopted at the same meeting) or
Resolution No. 06-06 (the Bay Area Housing Plan resolution adopted at the same meeting) may
not at any time exceed $300,000,000 (separate and apart from the amount of Bonds authorized
by Section 1 of this resolution), and no such credit facility shall have a term in excess of twenty
(20) years or bear interest at a stated rate in excess of fifteen percent (15%) per annum (or in the
case of any such credit facility pursuant to which interest accrues at a variable rate, a maximum
floating interest rate of twenty-five percent (25%) per annum). Each such credit facility may be
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. executed, acknowledged and delivered with terms not inconsistent with the requirements of this ‘

paragraph as the officer or officers executing the same approve upon consultation with the
Agency’s legal counsel, such approval to be conclusively evidenced by the execution and
delivery thereof.

Section 13. Ratification of Prior Actions. All actions previously taken by the -
officers of the Agency in connection with the implementation of the Program, the issuance of the
Bonds, the issuance of any prior bonds (the “Prior Bonds”), the execution and delivery of related
financial agreements and related program agreements and the implementation of any credit .
facilities as described above are hereby approved and ratified.

Section 14. Authorization of Related Actions and Agreements. The Treasurer,
the Executive Director and the officers of the Agency, or the duly authorized deputies thereof,
are hereby authorized and directed, jointly and severally, to do any and all things and to execute
and deliver any and all agreements and documents which they deem necessary or advisable in
orderto consummate the issuance, sale, delivery, remarketing, conversion and administration of
Bonds and Prior Bonds and otherwise to effectuate the purposes of this resolution, including
declaring the official intent of the Agency for purposes of U.S. Treasury Regulations Section
1.150-2, and including executing and delivering any amendment or supplement to any agreement
or document relating to Bonds or Prior Bonds in any manner that would be authorized under this
resolution if such agreement or document related to Bonds authorized by this resolution. Such
agreements may include, but are not limited to, remarketing agreements, tender agreements or
similar agreements regarding any put option for Bonds or Prior Bonds, broker-dealer agreements,
market agent agreements, auction agent agreements or other agreements necessary or desirable in .

connection with the issuance of Bonds in, or the conversion of Bonds or Prior Bonds to, an
auction rate mode or an indexed rate mode, agreements for the investment of moneys relating to
the Bonds or Prior Bonds, reimbursement agreements relating to any credit or liquidity
enhancement or put option provided for the Bonds or the Prior Bonds, continuing disclosure
agreements and agreements for necessary services provided in the course of the issuance of the
bonds, including but not limited to, agreements with bond underwriters and placement agents,
bond trustees, bond counsel and financial advisors and contracts for consulting services or
information services relating to the financial management of the Agency, including advisors or
consultants on interest rate swaps, cash-flow management, and similar matters, and contracts for
financial printing and similar services. The Agency’s reimbursement obligation under any such
reimbursement agreement may be a special, limited obligation or a general obligation and may,
subject to the rights of the Bondholders, be secured by a pledge of the same revenues and assets
that may be pledged to secure Bonds. : :

 This resolution shall constitute full, separate, complete and additional authority
for the execution and delivery of all agreements and instruments described in this resolution,

" without regard to any limitation in the Agency’s regulations and without regard to any other

resolution of the Board that does not expressly amend and limit this resolution.

Section 15. Additional Delegation. All actions by the Executive Director
approved or authorized by this resolution may be taken by the Chief Deputy Director of the
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Agency, the Director of Financing of the Agency, the Comptroller of the Agency or any other
person specifically authorized in writing by the Executive Director.

Section 16. Resolution to Constitute Authorization For Purposes of
Validation Statutes. This resolution shall constitute authorization of the Bonds for purposes of
California Government Code Section-17700 and California Code of Civil Procedure Title 10,
Chapter 9 (Section 860 et seq.). As a result, under California Code of Civil Procedure Section
863, any action by any interested person to challenge the validity of any Bonds issued hereunder
must be brought within 60 days of the adoption hereof.
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SECRETARY'S CERTIFICATE

I, Thomas'C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 06-05 duly adopted at a regular meeting of the Board of Directors of the .
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the followmg vote:

AYES: ﬁ
NOES:
ABSTENTIONS:
ABSENT: |
IN WITNESS WHEREOF, I have executed this certificate and affixed the seal

of the Board of Directors of the California Housing Finance Agency hereto this 12th day of
January, 2006. '

[SEAL] ‘ Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency




0 2 AN B W N —

W W W W W RN NN N NN RN N A o e e e e e e e e
HWN— O O IR WN = O OO RWND = O O

W W
AN W

177

SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of

‘the Resolution No. 06-05 duly adopted at a regular meeting of the Board of Directors of the

California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the following vote: '

AYES:

NOES:
ABSTENTIONS:
ABSENT:

| further certify that I have carefully compared the foregoing copy with the
original minutes of said meeting on file and of record in my office; that said copy is a full,
true, and correct copy of the original resolution adopted at said meeting and entered in said
minutes; and that said resolution has not been amended, modified, or rescinded in any manner
since the date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, I have executed this certificate and affixed the seal
of the Board of Directors of the California Housing Finance Agency hereto this day of

b

[SEAL] Thomas C. Hughes
: Secretary of the Board of Directors of the
California Housing Finance Agency
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State of California

MEMORANDUM-

To: Board of Directors - "~ Date: December 23, 2005

yazi

Bruce D. Gilbertson, Director of Financing
From: CALIFORNIA HOUSING FINANCE AGENCY

Subject: BOND AUTHOR]ZATION FOR THE PURPOSE OF FINANCING LOANS IN
CONNECTION WITH THE BAY AREA HOUSING PLAN RESOLUTION 06-06

Resolution 06-06 would authorize the sale and issuance of CalHFA bonds for the purpose of
financing loans in connection with the Bay Area Housing Plan. In addition, the resolution
would authorize the Agency to borrow for these purposes using both short-term and long-
term credit facilities. . -

Resolution 06-06 would authorize bonds to be issued in an aggregate amount not to exceed
$120,000,000. We anticipate utilizing the Housing Program Bond indenture, an Agency
general obligation indenture, for financing loans for this purpose.

The resolution would also authorize the full range of related financial agreements, including
contracts for investment of bond proceeds, for warehousing of mortgages pending the
availability of bond proceeds, for interest rate hedging, and for forward delivery of bonds
through August 1, 2008. The resolution would also authorize contracts for consulting

services or information services related to the financial management of the Agency, including
advisors or consultants on interest rate swaps, cash flow management, and similar matters,
and contracts for financial printing and similar services.

The resolution would also authorize short-term credit facilities in an aggregate amount not to
exceed $450 million and long-term credit facilities in an aggregate amount not to exceed
$300 million to be used collectively for purposes of the Homeownership Programs,
Multifamily Programs, Loans to Local Public Entities and the Bay Area Housing Plan. Use
of these credit facilities for loans in connection with the Bay Area Housing Plan would be

- limited to an aggregate amount not to exceed $50,000,000.

Financing of the Bay Area Housing Plan will consist of issuing bonds to provide sufficient bond
proceeds to make loans on approximately 71 single family homes for use by developmentally
disabled adults currently housed at the Agnews Developmental Center. 1t is anticipated that
acquisition and modification of the Bay Area Housing Plan properties will be completed by
December 31, 2007. Unlike resolutions authorizing bond issuance for ongoing programs, e.g.,
Homeownership Programs and Multifamily Programs, Resolution 06-06 would not require
annual reauthorization. Resolution 06-06 authorizes the issuance of bonds solely for purposes
‘of the Bay Area Housing Plan and would not expire until 30 days after the first Board meeting
in the year 2008 at which there is a quorum.

Attachment
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RESOLUTION NO. 06-06

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
AUTHORIZING THE ISSUANCE OF THE AGENCY’S BONDS, SHORT- AND LONG-
" TERM CREDIT FACILITIES, AND RELATED FINANCIAL AGREEMENTS AND
CONTRACTS OF SERVICES FOR THE PURPOSE OF FINANCING LOANS IN
CONNECTION WITH THE BAY AREA HOUSING PLAN

WHEREAS, the Agnews Developmental Center is a residential medical facility in
Santa Clara County, California, and houses a large population of severely developmentally
disabled persons in need of care ranging from intermediate to skilled to acute care;

WHEREAS, the California Department of Developmental Services (“DDS”) has
adopted a plan to close the Agnews Developmental Center by December 31, 2007, pursuant to
which approximately half of its residents are to be relocated to other existing residential
facilities, and the remainder are to be relocated to residential facilities to be acquired, constructed
and/or rehabilitated (the “New Facilities™);

WHEREAS, under such plan (as more particularly described herein and in the
staff report relating to the herein-mentioned Resolution No. 05-35, the “Bay Area Housing
Plan™), the New Facilities are to consist of (1) approximately 24 to 30 single-family homes, each
accommodating three to five residents with stable but chronic medical challenges or personal
care needs, with specialized safety and medical features and 24-hour skilled nursing care (the
“SB 962 Facilities™); (2) approximately 20 duplexes, each consisting of one living unit ‘
accommodating one or more severely developmentally disabled residents and one living unit
accommodating a teaching couple who will live on the premises (the “Family Teaching
Facilities™); and (3) approximately'21 to 28 single-family homes, each accommodating three to
four residents with serious behavioral challenges requiring specialized safety features (the
“Specialized Residential Facilities™);

- WHEREAS, under the Bay Area Housing Plan, each New Facility is to be
permanently financed by a loan (each, a “Loan”) made or purchased by the California Housing
Finance Agency (the ‘Agency”)

- WHEREAS, on September 8, 2005, this Board of Directors (the “Board”) of the
Agency adopted Resolution No. 05-35, authorizing preliminary and final loan commltments in
connection with the Bay Area Housmg Plan;

WHEREAS, the Agency has determined that there exists a need in California for
the New Facilities and that there exists a need for the Loans to be made or purchased to provide
permanent financing for the costs incurred to develop the New Facilities;
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%

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to provide such financial assistance by means of an ongoing program (the “Program”) to
make or acquire such Loans;

WHEREAS, pursuant to Parts | through 4 of Division 31 of the Health and Safety
Code of the State of California (the “Act”), the Agency has the authority to issue bonds to
provide sufficient funds to finance the Program, including the making of Loans, the payment of
capitalized interest on the bonds, the establishment of reserves to secure the bonds, and the .
payment of other costs of the Agency incident to, and necessary or convenient to, the issuance of
the bonds; and

WHEREAS, pursuant to the Act, the Agency has the authority to enter into short-
term and long-term credit facilities for the purposes of financing the Program, including the
making of Loans and the payment of other costs of the Agency incident to, and necessary or
convenient to, the issuance of the bonds;

NOW, THEREFORE, BE IT RESOLVED, by the California Housing Finance
Agency as follows: : :

Section |. Determination of Need and Amount. The Agency is of the opinion
and hereby determines that the offer, sale and issuance of one or more series of bonds (the
“Bonds”), in an aggregate amount not to exceed $120,000,000 is necessary to provide sufficient
funds for the Program. '

Section 2. Authorization and Timing. The Bonds are hereby authorized to be
issued at such time or times on or before the day 30 days after the date on which is held the first
meeting in the year 2008 of the Board of Directors of the Agency at which a quorum is present,
as the Executive Director deems appropriate, upon consultation with the Treasurer of the State of
California (the “Treasurer™) as to the timing of each such issuance; provided, however, that if the

- Bonds are sold at a time on or before the day 30 days after the date on which is held such

meeting, pursuant to a forward purchase or drawdown agreement providing for the issuance of
such Bonds on a later date on or before August 1, 2009, upon specified terms and conditions,
such Bonds may be issued on such later date.

Section 3. Approval of Indentures, Supplemental Indentures and Certain
Other Financing Documents. (a) The Executive Director and the Secretary of the Board of
Directors of the Agency (the “Secretary™) are hereby authorized and directed, for and on behalf
and in the name of the Agency in connection with the issuance of Bonds, to execute and
acknowledge and to deliver to a duly qualified bank or trust company selected by the Executive
Director to act, with the approval of the Treasurer, as trustee (the “Trustee”), one or more new
indentures (the “New Indentures™), in one or more forms similar to one or more of the following
(collectively, the “Prior Indentures™):

) the Multifamily Housing Revenue Bond 11 Indenture, dated as of March 1, 1997;
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) the form of commercial paper note indenture presented to the May 11, 2000
meeting of the Agency; or

3 the Housing Program Bond Indenture, dated November 1, 2004.

Each such New Indenture may be executed, acknowledged and delivered with
such changes therein as the officers executing the same approve upon consultation with the
Agency’s legal counsel, such approval to be conclusively evidenced by the execution and
delivery thereof.

(b) For each series of Bonds, the Executive Director and the Secretary are hereby
authorized and directed, for and on behalf and in the name of the Agency, if appropriate, to
execute and acknowledge and to deliver with respect to each series of Bonds, a supplemental
indenture (a “Supplemental Indenture”) under either one of the Prior Indentures or a New
Indenture and in substantially the form of any supplemental indenture or series indenture
executed or approved in connection with any of the Prior Indentures, in each case. with such
changes therein as the officers executing the same approve upon consultation with the Agency’s
legal counsel, such approval to be conclusively evidenced by the execution and delivery thereof.

The Executive Director is hereby expressly authorized and directed, for and on
behalf and in the name of the Agency, to determine in furtherance of the objectives of the
Program those matters required to be determined under the applicable Prior Indenture or the New
Indenture, as appropriate, in connection with the issuance of each such series.

(c) For each series of Bonds, the Executive Director is hereby authorized and
directed to execute, and the Secretary is hereby authorized to attest, for and in the name and on
behalf of the Agency and under its seal, if and to the extent appropriate, a reimbursement
agreement, a letter of credit'agreement or any other arrangement with respect to credit or
liquidity support in substantially the forms of the reimbursement agreements, letter of credit
agreements or other such arrangements contemplated under the Prior Indentures or New
Indentures or used in connectlon with the bonds issued under one or more of the Prior-
Indentures:

(d) Any New Indenture, Supplemental Indenture, reimbursement agreement,
letter of credit agreement or other such arrangement as finally executed may include such
modifications as the Executive Director may deem necessary or desirable in furtherance of the
objectives of the Program, including, but not limited to, one or more of the following provisions:

(N for the Agency’s insured or uninsured, limited or general, obligation to pay any
- debt secured thereby,

(2)  for a pledge of an amount of the Supplementary Bond Security Account to the
extent necessary to obtain an approprlate credit rating or approprlate credit
enhancement,
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-3 for a pledge of additional revenues which may be released periodically to the
Agency from the lien of one or more indentures heretofore entered into by the
Agency, including but not limited to one or more Qf the following: -

A

(A)  the Prior Indentures,

(B)  the Home Mortgage Revenue Bond Indenture, dated as of September 1,
1982, as amended, and

(C)  the indentures under which are issued the Single Family Mortgage Bonds,

4 for a deposit of such other available assets of the Agency in an appropriate
amount in furtherance of the Program,

(5)  fora liquidity facility,
6) for contingent or deferred interest, or

@) for the use or application of payments or receipts under any arrangement entered
into under Section 9 of this resolution.

Section 4. Approval of Forms and Terms of Bonds. The Bonds shall be in
such denominations, have such registration provisions, be executed in such manner, be payable
in such medium of payment at such place or places within or without California, be subject to
such terms of redemption (including from such sinking fund installments as may be provided for)
and contain such terms and conditions as each Indenture as finally approved shall provide. The
Bonds shall have the maturity or maturities and shall bear interest at the fixed, adjustable or
variable rate or rates deemed appropriate by the Executive Director in furtherance of the
objectives of the Program; provided that no Bond shall have a term in excess of fifty years or
bear interest at a stated rate in excess of fifteen percent (15%) per annum (in the case of variable
rate bonds, a maximum floating interest rate of twenty-five percent (25%) per annum).
Commercial paper shall be treated for these purposes as variable rate bonds. Any of the Bonds
and the Supplemental Indenture(s) may contain such provisions as may be necessary to
accommodate an option to put such Bonds prior to maturity for purchase by or on behalf of the
Agency or a person other than the Agency, to accommodate the requirements of any provider of
bond insurance or other credit or liquidity enhancement or to accommodate the requirements of
purchasers of Dutch auction bonds or indexed floaters.

Section 5. Authorization of Disclosure. The Executive Director is hereby
authorized to circulate one or more preliminary official statements relating to the Bonds and,
after the sale of the Bonds, to execute and circulate one or more official statements relating to the
Bonds, and the circulation of such preliminary official statement and such official statement to
prospective and actual purchasers of the Bonds is hereby approved. The Executive Director is
further authorized to hold information meetings concerning the Bonds and to distribute other
information and material relating to the Bonds.
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Section 6. Authorization of Sale of Bonds. The Bonds are hereby authorized to
be sold at negotiated or competitive sale or sales. The Executive Director is hereby authorized .

and directed, for and in the name and on behalf of the Agency, to execute and deliver one or

more agreements, by and among the Agency, the Treasurer and such purchasers or underwriters

as the Executive Director may select (the “Purchasers™), relating to the sale of the Bonds, in such
form as the Executive Director may approve upon consultation with the Agency’s legal counsel,
such approval to be evidenced conclusively by the execution and delivery of said agreements by

the Executive Director.

The Treasurer is hereby authorized and requested, without further action of this
Board and unless instructed otherwise by this Board, to sell the Bonds pursuant to the terms and
conditions set forth in each such agreement as finally executed on behalf of the Agency. The
Treasurer is hereby further authorized and requested to deposit the proceeds of any good faith
deposit to be received by the Treasurer under the terms of such agreement in a special trust
account for the benefit of the Agency, and the amount of such deposit shall be retained by the
Agency, applied at the time of delivery of the applicable Bonds as part of the purchase price
thereof, or returned to the Purchasers, as provided in such agreement.

- Section 7. Authorization of Execution of Bonds. The Executive Director is
hereby authorized and directed to execute, and the Secretary’ of this Board is hereby authorized
and directed to attest, for and on behalf and in the name of the Agency and under its seal, the
Bonds, in an aggregate amount not to exceed the amount authorized hereby, in accordance with
each New Indenture or Supplemental Indenture in one or more of the forms set forth in such -

\

Section 8. Authorization of Delivery of Bonds. The Bonds when so »executed,
shall be delivered to the Trustee to be authenticated by or caused to be authenticated by the
Trustee. The Trustee is hereby requested and directed to authenticate, or cause to be

-authenticated, the Bonds by the execution of the certificate of authentication and registration

appearing thereon, and to deliver or cause to be delivered the Bonds when duly executed and
authenticated to the Purchasers in accordance with written instructions executed on behalf of the
Agency by the Executive Director, which instructions said officer is hereby authorized and -
directed, for and on behalf and in the name of the Agency, to execute and deliver to the Trustee.
Such instructions shall pr0v1de for the dellvery of the Bonds to the Purchasers, upon payment of
the purchase price thereof.

Section 9. Authorization of Related Financial Agreements. The Executive
Director and the other officers of the Agency are hereby authorized to enter into, for and in the
name and on behalf of the Agency, any and all agreements and documents designed (i) to reduce
or hedge the amount or duration of any payment, interest rate, spread or similar risk, (ii) to result
in a lower cost of borrowing when used in combination with the issuance or carrying of bonds or
investments, or (iii) to enhance the relationship between risk and return with respect to the
Program or any portion thereof. To the extent authorized by Government Code Section 5922,
such agreements or other documents may include (a) interest rate swap agreements, (b) forward
payment conversion agreements, (c) futures or other contracts providing for payments based on
levels of, or changes in, interest rates or other indices, (d) contracts to exchange cash flows for a
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series of payments, or (e) contracts, including, without limitation, interest rate floors or caps,

~ options, puts or calls to hedge payment, interest rate, spread or similar exposure, and in each

such case may be entered into in anticipation of the issuance of bonds at such times as may be
determined by such officers. Such agreements and other documents are authorized to be entered
into with parties selécted by the Executive Director, after giving due consideration for the
creditworthiness of the counterparties, where applicable, or any other criteria in furtherance of
the objectives of the Program.

Section 10. Authorization of Program Documents. The Executive Director
and the other officers of the Agency are hereby authorized and directed to execute all documents
they deem necessary or appropriate in connection with the Program, including, but not limited to,
deeds of trust, regulatory agreements, loan agreements, loan purchase agreements, lease
agreements an any documents related to leasehold interests, subordination agreements,
assignment agreements, security and other agreements assuring the repayment of the Loans,
servicing agreements, developer agreements, financing agreements, investment agreements,
agreements-to enter into escrow and forward purchase agreements, escrow and forward purchase
agreements, refunding agre‘ements continuing disclosure agreements and any other agreements
relatmg to the Program,-in each case with such other parties as the Executlve Director may select
in furtherance of the objectives of the Program.

The Executive Director and the other officers of the Agency are hereby authorized
to enter into, for and in the name and on behalf of the Agency, one or more mortgage sale
agreements with such purchasers as the Executive Director may select in accordance with the
objectives of the Program. Any such sale of Loans may be on either a current or a forward
purchase basis.

Section 11. Authorization of Short-Term Credit Facilities. In addition, the
Executive Director and the other officers of the Agency are hereby authorized to enter into, for
and in the name and on behalf of the Agency, one or more short-term credit facilities for the
purposes of (i) financing the purchase of Loans on an interim basis, prior to the financing of such
Loans with Bonds, whether issued or to be issued and (ii) financing expenditures of the Agency
incident to, and necessary or convenient to, the issuance of Bonds, including, but not limited to,
Agency expenditures to pay costs of issuance, capitalized interest, redemption price of prior
bonds of the Agency, costs relating to credit or liquidity support, costs relating to investment

- products, or net payments and expenses relating to interest rate hedges and other financial

products. Any such short-term credit facility may be from any appropriate source, including, but
not limited to, the Pooled Money Investment Account pursuant to Government Code Section
16312; provided, however, that the aggregate outstanding principal amount of short-term credit
facilities authorized under this resolution, Resolution No. 06-03 (the single family financing
resolution adopted at the same meeting), Resolution No. 06-04 (the multifamily financing
resolution adopted at the same meeting) or Resolution No. 06-05 (the resolution authorizing
financing of loans to local public entities adopted at the same meeting) may not at any time
exceed $450,000,000 (separate and apart from the amount of Bonds authorized by Section 1 of
this reso]utlon)
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The Executive Director and the other officers of the Agency are hereby authorized
to use available Agency moneys (other than and in addition to the proceeds of bonds) to make or
purchase Loans to be financed by bonds (including bonds authorized by prior resolutions of this
Board) in anticipation of draws on a credit facility, the issuance of Bonds or the availability of
Bond proceeds for such purposes.

Section 12. Authorization of Long-Term Credit Facilities. The Executive
Director and the other officers of the Agency are hereby authorized to enter into, for and in the
name and on behalf of the Agency, one or more long-term credit facilities for the purposes of
financing the making or purchase of Loans. As determined by the officer of the Agency -
executing any such credit facility, the Agency’s payment obligations under such credit facility
may be secured by a pledge of any such loans or assets and may be general obligations of the
Agency; provided that loans and assets financed from proceeds of any such credit facility are not

- required to have scheduled or expected payments sufficient to produce amounts sufficient to

satisfy the obligations-of the Agency under such credit facility when due. Any such credit
facility may be from any appropriate source, including, but not limited to, Fannie Mae. The
aggregate outstanding principal amount of such credit facilities authorized under this resolution,
Resolution No. 06-03 (the single family financing resolution adopted at the same meeting),
Resolution No. 06-04 (the multifamily financing resolution adopted at-the same meeting) or
Resolution No. 06-05 (the resolution authorizing financing of loans to local public entities
adopted at the same meeting) may not at any time exceed $300,000,000 (separate and apart from
the amount of Bonds authorized by Section 1 of this resolution), and no such credit facility shall
have a term in excess of twenty (20) years or bear interest at a stated rate in excess of fifteen
percent (15%) per annum (or in the case of any such credit facility pursuant to which interest
accrues at a variable rate, a maximum floating interest rate of twenty-five percent (25%) per
annum). Each such credit facility may be executed, acknowledged and delivered with terms not
inconsistent with the requirements of this paragraph as the officer or officers executing the same
approve upon.consultation with the Agency’s legal counsel, such approval to be conclusively
evidenced by the execution and delivery thereof. :

)

Section 13. Ratification of Prior Actions. All actions previously taken by the
officers of the Agency in connection with the implementation of the Program, the issuance of the
Bonds, the issuance of any prior bonds (the “Prior Bonds™), the execution and delivery of related
financial agreements and related program agreements and the implementation of any credit
facilities as described above are hereby approved and ratified.

Section 14. Authorization of Related Actions and Agreements. The Treasurer,
the Executive Director and the officers of the Agency, or the duly authorized deputies thereof,
are hereby authorized and directed, jointly and severally, to do any and all things and to execute
and deliver any and all agreements and documents which they deem necessary or advisable in -
order to consummate the issuance, sale, delivery, remarketing, conversion and administration of
Bonds and Prior Bonds and otherwise to effectuate the purposes of this resolution, including
declaring the official intent of the Agency for purposes of U.S. Treasury Regulations Section
1.150-2, and including executing and delivering any amendment or supplement to any agreement
or document relating to Bonds or Prior Bonds in any manner that would be authorized under this
resolution if such agreement or document related to Bonds authorized by this resolution. Such
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agreements may include, but are not limited to, remarketing agreements, tender agreements or
similar agreements regarding any put option for Bonds or Prior Bonds, broker-dealer agreements,
market agent agreements, auction agent agreements or other agreements necessary or desirable in
connection with the issuance of Bonds in, or the conversion of Bonds or Prior Bonds to, an
auction rate mode or an indexed rate mode, agreements for the investment of moneys relating to
the Bonds or Prior Bonds, reimbursement agreements relating to any credit or liquidity
enhancement or put option provided for the Bonds or the Prior Bonds, continuing disclosure
agreements and agreements for necessary services provided in the course of the issuance of the
bonds, including but not limited to, agreements with bond underwriters and placement agents,

- bond trustees, bond counsel and financial advisors and contracts for consulting services or

information services relating to the financial management of the Agency, including advisors or
consultants on interest rate swaps, cash flow management, and similar matters, and contracts for
financial printing and similar services. The Agency’s reimbursement obligation under any such
reimbursement agreement may be a special, limited obligation or a general obligation and may,
subject to the rights of the Bondholders, be secured by a pledge of the same revenues and assets
that may be pledged to secure Bonds.

This resolution shall constitute full, separate, complete and additional authority
for the execution and delivery of all agreements and instruments described in this resolution,
without regard to any limitation in the Agency’s regulations and without regard to any other

resolution of the Board that does not expressly amend and limit this resolution.

Section 15. Additional Delegation. All actions by the Executive Director

. approved or authorized by this resolution may be taken by the Chief Deputy Director of the

Agency, the Director of Financing of the Agency, the Comptroller of the Agency or any other
person specifically authorized in writing by the Executive Director.

Section 16. Resolution to Constitute Authorization For Purposes of
Validation Statutes. This resolution shall constitute authorization of the Bonds for purposes of
California Government Code Section 17700 and California Code of Civil Procedure Title 10,

~ Chapter 9 (Section 860 et seq.). As a result, under California Code of Civil Procedure Section

863, any action by any interested person to challenge the validity of any Bonds issued hereunder
must be brought within 60 days of the adoption hereof.
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SECRETARY’S CERTIFICATE

I

, I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 06-06 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said resolution was

~adopted by the following vote:

AYES:
NOES:
ABSTENTIONS:
ABSENT:
| IN WITNESS WHEREOF, [ have executed this certificate and affixed the seal

of the Board of Directors of the California Housing Finance Agency hereto this 12th day of
January, 2006. - -

[SEAL] ‘ Thomas C. Hughes ‘
: ' Secretary of the Board of Directors of the
California Housing Finance Agency
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SECRETARY’S CERTIFICATE

I, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of -
the Resolution No. 06-06 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said resolution was
adopted by the following vote:

AYES:
NOES:

ABSTENTIONS:

" ABSENT:

, I further certify that I have carefully. compared the foregoing copy with the
original minutes of said meeting on file and of record in my office; that said copy is a full,
true, and correct copy of the original resolution adopted at said meeting and entered in said
minutes; and that said resolution has not.been amended, modified, or rescinded-in any manner
since the date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, I have executed this certificate and affixed ihe seal
of the Board of Directors of the California Housing Finance Agency hereto this day of

b

[SEAL] Thomas C. Hughes
Secretary of the Board of Directors of the
California Housing Finance Agency
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State of California

MEMORANDUM

To:

From:

Subjeét:

Board of Directors Date: December 23, 20()5

]
: e
Bruce D. Gilbertson, Director of Financing
CALIFORNIA HOUSING FINANCE AGENCY

AUTHORIZATION TO MAKE APPLICATION TO THE CALIFORNIA DEBT ’
LIMIT ALLOCATION COMMITTEE RESOLUTION 06-07

The California Debt Limit Allocation Committee (“CDLAC”) is the State entity
which, under California law, allocates the federal volume cap for “private activity
bonds” to be issued each year by State and local bond issuers. Private activity bonds
are federally tax-exempt bonds which are issued to benefit non-governmental
borrowers such as first-time homebuyers or owners of affordable rental housing
developments.

Resolution 06-07 would authorize application to CDLAC for a maximum of $600
million of single family allocation and $400 million of multifamily allocation. Such
authorization would be in effect during the period of time in which Resolutions 06-03
and 06-04, which authorize the issuance of single family and multifamily bonds, are
themselves in effect. ‘

At the December 21, 2005 CDLAC meeting the committee approved action to grant to
CalHFA the amount of any remaining unused 2005 volume cap for use in our
homeownership program. As of this writing, this amount remaining was $731

million, but it could grow if issuers report any additional failure to use in their entirety
allocations granted in 2005. In December of 2004 we were similarly allocated $308
million of unused 2004 volume cap.

The amounts proposed in Resolution 06-07 are greater than we would expect to apply
for. However, the presumption is that the Board would want CalHFA to be authorized
to apply and eligible to do so under CDLAC rules if applications for CalHFA loans
greatly increase and allocation is available.

The attached table shows the amount of volume cap allocated to housing purposes
over the past five years and what portion of these amounts were allocated to CalHFA.

Attachments
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RESOLUTION NO. 06-07

RESOLUTION OF THE CALIFORNIA HOUSING FINANCE AGENCY
APPROVING APPLICATIONS TO THE CALIFORNIA DEBT LIMIT ALLOCATION
COMMITTEE FOR PRIVATE ACTIVITY BOND ALLOCATIONS
FOR THE AGENCY’S HOMEOWNERSHIP AND MULTIFAMILY PROGRAMS

WHEREAS, the California Housing Finance Agency (the “Agency”) has
determined that there exists a need in California for providing financial assistance to persons and
families of low or moderate income to enable them to purchase moderately priced single family
residences (the “Residences”™); -

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to provide such financial assistance by means of ongoing programs (collectively, the
“Homeownership Program”) to make lower-than-market rate loans for the permanent financing
of Residences;

WHEREAS, pursuant to Parts 1 through 4 of Division 31 of the Health and Safety
Code of the State of California (the “Act™), the Agency has the authority to issue bonds to
provide sufficient funds to finance the Homeownership Program; \

WHEREAS, the Agency has by its Resolution No. 06-03 authorized the issuance
of bonds for the Homeownership Program and desires to authorize application to the California
Debt Limit Allocation Committee for private activity bond allocations to be used in connection
with the issuance of a portion of such bonds in order for interest on such bonds to be excludable
from gross income for federal income tax purposes; :

WHEREAS, the Agency has also determined that there exists a need in California
for the financing of mortgage loans for the construction or development of multifamily rental
housing developments (the “Developments™) for the purpose of providing housing for persons
and families of low or moderate income; ‘ .

WHEREAS, the Agency has determined that it is in the public interest for the
Agency to provide such financial assistance by means of an ongoing program (the “Multifamily
Program”) to make or acquire, or to make loans to lenders to make or acquire, mortgage loans,
for the purpose of financing such Developments;

WHEREAS, pursuant to the Act, the Agency has the authority to issue bonds to
provide sufficient funds to finance the Multifamily Program; and

WHEREAS, the Agency has by its Resolution No. 06-04 authorized the issuance
of bonds for the Multifamily Program and desires to authorize application to the California Debt
Limit Allocation Committee for private activity bond allocations to be used in connection with
the issuance of a portion of such bonds in order for interest on such bonds to be excludable from
gross income for federal income tax purposes;




[\

—_—

—_ e e e e
AN s W

17
18
19
20
2]
22

23

24

—_ O O R NN N AW

193

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors (the
“Board”) of the California Housing Finance Agency as follows:

Section 1. Authorization to Apply to CDLAC for the Homeownership
Program. The officers of the Agency are hereby authorized to apply from time to time to the -
California Debt Limit Allocation Committee (“CDLAC”) for private activity bond allocations in
an aggregate amount of up to $600,000,000 per year to be used in connection with bonds issued
under Resolution No. 06-03 or resolutions heretofore or hereafter adopted by the Agency for the
Homeownership Program.- In the alternative, subject to the approval of CDLAC and under such
terms and conditions as may be established by CDLAC, any such allocation received is
authorized by this Board to be used in connection with a mortgage credit certificate program or
in connection with a teacher home purchase program.

Section 2. Authorization to Apply to CDLAC for the Multifamily Program.
The officers of the Agency are hereby authorized to apply from time to time to CDLAC for
private activity bond allocations in an aggregate amount of up to $400,000,000 per year, to be
used in connection with bonds issued under Resolution No. 06-04 or resolutions heretofore or
hereafter adopted by the Agency for the Multifamily Program.

Section 3. Authorization of Related Actions and Agreements. The officers of
the Agency, or the duly authorized deputies thereof, are hereby authorized and directed, jointly.
and severally, to do any and all things and to execute and deliver any and all agreements and
documents which they may deem necessary or advisable in order to effectuate the purposes of
this resolution, and are hereby expressly authorized to accept on behalf of the Agency any =~
private activity bond allocations offered by CDLAC over and above those which may be granted
pursuant to any application authorized hereinabove or in any prior resolution of the Board.
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SECRETARY'S CERTIFICATE .

"1, Thomas C. Hughes, Secretary of the Board of Directors of the California
Housing Finance Agency, hereby certify that the foregoing is a full, true, and correct copy of
Resolution No. 06-07 duly adopted at a regular meeting of the Board of Directors of the
California Housing Finance Agency duly called and held on the 12th day of January, 2006, of
which meeting all said directors had due notice; and that at said meeting said Resolution was
adopted by the following vote:

AYES:
NOES:
ABSTENTIONS:
ABSENT: ‘
| ”IN WITNESS WHEREOF, | have executed this certificate and affixed the seal of

the Board of Directors of the California Housing Finance Agency hereto this 12th day of
January; 2006.

[SEAL] ' Thomas C. Hughes o
' ' Secretary of the Board of Directors of the
California Housing Finance Agency




Zv:0L S002/€Z/2L
(3w} sIX'60-L0 OVIAD

"lood weiboid Ajwe4 sjbulg ay} o} pallajsuel] aq o} sjood welboud pasnun || pazuoyne sey Jy1ado Siunowe weibosd
pasnun Jayio sapnjoul jUnowe siyL “Jeak ay} Jo pus sy} Je PaAadal aq 0) pajoadxe Uonedo||e premiojhues Ajwey obuis Jo 000'000' LELS JO SIBLIRSS UB SAPNJoU]
"uojedoye plemioy Auied Ajpwe; aibuis 1G8'y08 20€$ sepnoul W
‘uonjeoojje piemioy Aued Ajweyninuw 000'01.9°LZ$ SapNiou| g
‘uoedo|le premio Aued Ajiwey sibuts Lz€'09y'98$ sepniouf

‘uoijesoyje plemio} Aued Ajiwey ajbuis 881 'G5z '6€1L$ Sapn|ouy )

‘uonesolfe pJemioy Aued Ajwey s\buis 86/ 'S/ 'c/$ sepniou| ©
‘uoyjedol|e premio) Aued Ajiweynw 000'00L'L$ SEPNIDUL (4

‘weibod 8seyoINd SUWOH J8Yoea | IpaI) BAX3J PUE SgHIN sepnul )

%8 LYl ® 000°000°556$ « 000°000'0179% %68 000'0/8°2¥1$ 000'002'699°L$ 026'c05'1/8°C$ 002
%688 w 168'708°S69$ 1 000'059'28.$ %8¢l @ 008°28L'¥LC$ 000'006°28S'L$ 0v2'95.'8¢€8'T$ 002
%G LS @ CEL'TEC' QLS « 000°000'V2L$ %G9L 000'695°9¢C$ S/V'20L'9EV' LS G/¥'20.'€€9'T$ €002
%¥ 65 " w 881'G59°005$ w €85°/61'cy8$ %C'6 000'S¥¥'6LLS AN AN R TARS 0S.'v85'/85'2$ 200¢
%1 'SG © 864'G/.'69¢$ w 12€'202'029% %Ll @ 000'055'€ZL$ @ EVL'ZEL'660'LS 9v'8e6'2zL TS 100¢
‘1ejol 4s V4HIeD o1 Ajweq afbuis |1y 1ejol 4N Vd4H[eD o1 Anweini iy sweiboud |[e 104 Jeaf
0% 40 % . den awinjop )
SNOILLYOOTIV ANV TTONIS ’ SNOILYOOTIV ATINVSHILTINWN

§00Z - L00Z SNOILYD0T11V OV1aD

Sol




196

-~ THIS PAGE
INTENTIONALLY
LEFT BLANK




197

State of California

dIEMORANDUM

To:

From:

Subject:

Board of Directors , Date: December 29, 2005

Tom Hughes, General Counsel
CALIFORNIA HOUSING FINANCE AGENCY |

Audit Committee

At the November 9, 2005 Board of Directors meeting, staff reported that Chairman Courson had
discussed with staff the possible creation of an audit committee of the Board of Directors. Since
that meeting, staff has had a further discussion with Chairman Courson regarding the proposal
This memo reflects the terms of that proposal.

By way of background, public companies are required to form an audit committee under the
Sarbannes-Oxley Act (“Act”). Those committees perform,supervision and oversight of financial
management and reporting. While CalHFA is not subject to the Act, certain aspects of the Act
are consistent with the best practices applicable to government entities. While CalHFA staff and
Chairman Courson believe that the overall requirements of the Act go substantially beyond what
might reasonably be expected of a volunteer board, it would be desirable and appropriate to
establish an audit committee for the purpose of creating direct interaction between the Agency’s
outside auditors and board members.

Staff recommends the creation of an audit committee consisting of three voting members of the
Board of Directors. The committee would both have certain limited powers delegated to it by
board resolution, and would also have an advisory function. The delegated power would be to

“develop policies and procedures for the selection and retention of auditors. In all other respects,

the committee would be advisory. The committee would be required to hold its meetings in open
public sessions, but those meetings do not necessarily have to be held at the same time that the
entire Board of Directors meets. Meetings of the audit committee would be subject to the same
notice and agenda procedures as are regular meetings of the Board. Agency staff would serve as
staff to the committee.

The functions of the committee would include playing an active role in the selection of outside
audit firms by developing procedures for the retention of auditors, and to insure auditor
independence. In addition, the Committee would meet with staff and outside auditors to review
audit issues or audit findings. The Committee would report back to the full board of directors any
issues, comments or concerns relating to the audit. Finally, the audit committee should make any

‘27266-1
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recommendations to the Board concerning actions as needed.

Currently, auditors are hired directly by the Executive Director of the agency pursuant to the

Agency’s standard contracting procedures. The Agency typically engages auditors through three .
year contracts. The contract is put out for bid at the end of each term. At the moment, Deloitte

holds the contract for outside audit work for the California Housing Finance Fund and California

Housing Loan Insurance Fund through the 2006 audits. Although CalHFA staff believes that the

existing contracting procedure has worked successfully in the past, the addition of an audit

committee with oversight over the selection process could be a useful addition to current

procedures. In particular, the committee could develop an express policy to select auditors and to

insure auditor independence.

The agency’s enabling statutes grant the Executive Director the authority to run the day to day
affairs of the Agency. The staff believes that the actual hiring authority should remain with the
Executive Director. The staff is also concerned that if the audit committee were unable to meet,
or were unable to obtain a majority of members at its meetings, the selection of an auditor might
be unreasonably delayed. Consequently, staff’s recommendation is that the audit committee’s
role should be to provide general oversight of the hiring of the auditors, and auditor
independence, and to create policies and procedures regarding those issues.

It is contemplatéd that the audit committee would meet approximately three times per fiscal year.

The audit committee would initially need to have such meetings as needed to develop policies.

Thereafter, the committee would meet annually prior to the audit to discuss the upcoming audit .

with the audit firm, in order to identify the scope of the audit and review any potential issues.

Finally, the committee-would meet after the audit work to discuss the proposed audit findings,

the scope of any management letters, and other outstanding issues. The committee would _
thereafter report to the full board at the next regular board meeting. It may also be appropriate to .
have staff present other financial issues or matters to the audit committee. g

.

127266-1
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RESOLUTION 06-08

RESOLUTION APPROVING CREATION OF AUDIT COMMITTEE

WHEREAS, the California Housing Finance Agency .(the “Agency”) is required
by law to have audited financial statements of both the California Housing Finance
Fund, and the California Housing Loan Insurance Fund, and

WHEREAS, the staff of the Agency has recognized that both corporate and

“public boards are playing an increasingly direct role in the oversight of auditors and

audited financial statements; and

WHEREAS, the staff of the Agency has recommended that the Board create an
audit committee for the pﬁrpose of providing the Board with direct involvement with
auditors in connection with the preparation and review of such financial statements, as
well as the retention of auditors by the Agency; and '

WHEREAS, the Board of Directors of the Agency recognizes that having a
direct role in the audit process will constitute a sound financial practice that will assist
both the auditors and staff in the preparation and review of the audits, and benefit the
Board and the Agency generally;

WHEREAS, the Board has determined that the best method of providing such a
role would be through the creation of an audit committee consisting of three voting
members of the Board of Directors, to which the Board would delegate the authority to
develop policies and procedures relating to the retention of auditors by the Agency,
and which would otherwise act in an advisory capacity to the Board concerning audits
and related financial matters;

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors as follows:

1. There is hereby created an audit committee of the Board of Directors,
consisting of three voting members of the Board, to be selected by the Chairman of the
Board annually or as otherwise required to fill vacancies. ‘

2. The audit committee shall generally be advisory to the full Board of
Directors, provided, however, that the Board delegates to the audit committee the
authority to create any internal procedures regarding the selection and retention of

127613-1
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auditors that the committee may deem appropriate.

3. The role of the audit committee shall be to meet with Agency staff and
outside auditors as necessary or desirable, to (i) develop any procedures necessary or
helpful in connection with the selection and retention of auditors; (ii) facilitate audits
of the Agency; (iii) review the scope of audits and any issues relating to such audits;
and (iv) to review proposed audit findings and other related financial issues. The
committee shall report to the full Board, at a regular meeting of the Board of Director
at least once a year , on the audit process and the results of such audits; and may take
such other actions as the Board may direct at such Board meetings .

4. All meeﬁngs of the audit committee shall be open public meetings.
I hereby certify that this is a true and correct copy of Resolution 06-08 adopted at a

duly constituted meeting of the Board of Directors of the Agency held on January 12,
2006, at Millbrae, California.

ATTEST:

Secretary

127613-1




