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California Houslng Loan Insurance Fund's delinduencies and losses have
continued to rise rapidly through September 2009, and we expect them to
continue to rise.

This has led te a significant erosion of the organization's surplus to $0
or slightly negative as of Dec. 31, 2009,

* As a result, we have lowered the ratings on CaHLIF to 'CCC-' from 'BBB'.

The ratings remain on CreditWatch with negative implications to reflect
the potential exhaustion of CaHLIF's claims-paying resource by the end of
2010.

NEW YORK (S8tandard & Poor's) Jan. 21, 2010--Standard & Poor's Ratings Services
said today lowered its counterparty credit and financial strength ratings on
California Housing Loan Insurance Fund (CaHLIF) to 'CCC-' from 'BEB', These
ratings remain on CreditWatch, where they had been placed on Oct. 27, 2008,
with negative implications.

"We believe that CaHLIF is likely facing negative net worth and
ultimately might not have the resources necessary to pay mortgage insurance
claims without additicnal cash infusions, " said Standard & Poor's credit
analyst Ron Joas. Glven the state-spensored nature of the entity, any such
cash infusions beyond the $10 million line of credit from the California
Housing Finance Agency (CalHFA) would likely require action by the Califernia
state legislature and, as such, are unlikely to occur in the near term.

The three-category downgrade of CaBLIF primarily reflects the rapid
erpsion of the organization's capital, which stemmed from the substantial rise
in mortgage delinguencies and the expectation of further losses. CaHLIF's
delinquencies rose to 18.5% at the end of the third quarter of 2009 from 8.6%
as of Dec, 31, 200B. At the same time, operating losses rose to $42.5 million
as of Sept. 30, 2009, from approximately $16.9 million as of Dec. 31, 2008,
and surplus deciined to $11.9 million from 553.6 million {including $25.8
millien in contingency reserves) over this same period. No contingency
reserves remained as of the end of the third guarter. The nature of CaHLIF's
portfolio--which is overly weighted in ultra-high loan-to-value,
interest—only, condominium, and geographically concentrated leoans--resulted in
high delinquency rates that have not moderated as we had expected.

The magnitude and trend of operating losses is such that we beliewve
CaHLIF's surplus for year-end 2009 could be $0 or somewhat negative, which
calls into question whether CaHLIF will be able to pay all mortgage insurance
¢laims that develop from its current book of business. CaHLIF effectively
ceasad writing new business in early 2009, Therefore, it is unable to bkenefit
from the tighter underwriting conditions and higher pricing in the mortgage
insurance sector since the second half of 24308.

Standard & Poor's believes CaHLIF has limited sources of additional
capital, particularly because it would have to obtain legislative approval to
receive new capital or redirect capital from other funds. In addition, the
State cof California's current budgetary restrictions appear to make it
unlikely that the state could use other sources of funding in the near term to
recapitalize CaHLIF., As a result, we have not ascribed any support to CaHLIF
from its relationship with the California Housing Finance Agency {(CalHFA).

We have kept the ratings on CreditWatch negative. "We will likely lower
the ratings again if we believe that CaHLIF's claim-paying resources will be
exhausted by the end of 2010,'" Mr. Joas added. "We will likely affirm the
ratings if claim payments moderate or if CaHLIF receives further funding
through legislaticen or other sources,"
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Relationships among the three main CalHFA entities:

CalHFA G-O, CalHFA Ml Fund, and HMRB
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CalHFA G-O

Fannie Mae
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CalHFA Board Meeting

January 21, 2010

imcmﬂlnmfa Housing Finance Agencymi CatHEA;

Agenda 5:
Financing Resolution —~ Single Family

[ Catitorais Hinusing Finance Agency 8 ‘}%‘H

Resolution 16-01

¢ Board annually authorizes Siaff to
«Issue bonds
«  Uilize previousiy Approved Bong indentures
« Decide fiming and struciure
« Amounts Not to Exceed
= . Eligible bond principal being redeemead in connection with new
bond issuance; pius
= CDLAC Allocation; plus
¢ U to $500 million of taxable bonds
»  Available COLAC Allocation
« 1.2 billon for use by 12/31/2010
= 5450 million for use by 12/312011
= 5225 miliion: for use by 12/31/2012
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Resofution 10-61 (Continued)

v Reauthorzes Staff to Utlize Refsted Financlal Agreements
for:
= tavestmsnt of Bond Procesds
< Hedging of Interast Rates
« Gonsuiting Servipes, Finantid Adnsors, Bl
» Reauthorizes Short-Term Credi Facilities up o an aggregate
of $1 billion for
« Warghuusing Morlgages (bath Mullifamily dnd single Eamily)
« Qperaiing Capitat
¢ Reauthorizes ak Program Documents and Prograim
Agreements related to Homeownership Lending Programs

r"Cah‘(o;-nIa Heusing Finange Agency N
woney | CalHEA)

Resolution 10-01 {Continued)

= Single Family Bond Financing Plans
o lssued $1.0 bition under NIBP in December 2008
« Requires additional issuance of bonds in Public
Warkets to Private investors
» MIBP Proceeds Initially held in Escrow
+ Proceads Released on up to 3 dates from NIBP
Escrow upon lssuance of Market Bonds in the
following ratio:
« 53 of NIBP precesds (60%;)
o for each $2 of Market Procesds (40%)
« Residaniial Morigage Revenue Bond indenture
requires Proceads 1o be used to purchase Mortgage
Backed Securities

[ Cattforniz Hausing Finanse Agertey_| caiTIFA]

—

Agenda &
Financing Resolution ~ MultiFamily
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Resolution 10-62

« Authorizes Staff to:
* lssue bonds .
« Utilize previously Approved Bond indentures
= Datermine timing and struciure

= Amaounts not fo excesd

= Eligible bond principal being redeemed in connection
with new bond issuance; plus

» GHLAG Allocation; plus

« g to $80Q million of 504{c }3) andlor taxable bonds
= fvallable COLAC Aliocation

= §200 mitlion for use by 12/31/2012

Ll
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Resolution 10-02 (Continued)

+ Reauthorizes Staff to Utilize Related Financial
Agreements for:
+ Investment of Bond Proceeds
» Hedging of inferest Rates
« Consulting Services, Financial Advisors, Ete,
v Reauthorizes Shorni-Term Cregit Facilities up to an
aggregate of $1 biliion for
« Warehousing Morigages (both Multifamily and single
Farmity) '
= Operating Capital
= Reauthorizes all Program Documents and Program
Agreemenis related to Multifamily Lending Programs

Califar ing Fitance T
r‘(‘am'mma Housing Fitianse Agency_j Cal‘}[}:b‘;

Resolution 10-02 {Continued)

= fuitifamily Bond Financing Plans
¢« Issued $380 million under NIBP in December 2009
« NIBP Proceeds Initially heki in Escrow
* Proceeds Released on up {o 3 dales from NIBP
Escrow
= Affordable Mullifamity Housing Revenus Bonds
requires Proceeds (o be used fo purchase loans

« insured by FHA
» Guaranteed by Fannie Mae or Freddie 8Mac
= Underwritten fo GSE Guidefines
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Agenda 7:
Financing Resolution - CDLAC Application

10
[ Gatitormia Housing Finance Agency | Calﬁ
Aughorize Staff to Apply te the
California Debt Limit Allocation Commiitice
Resolution 16-03
Application would be limited to:
- Single Family Bonds $960 Million
o Multifamily Bonds $400 Million
B
n:alifomfa Houslng Finance Agencyﬁi Caii{_FA -
History of COLAC Allocation to CalBFA
B MULTFAKALY ALLOCATIONS SINGLE FALE Y ALLGCATIGHS
fime Y ol
Yaor| | forall Programs Alf Mutfanly JoCuHFA  Viltme Cap AR Sngle Famity ToCaliA Voluow Cap
24| 52AM 08N $1,66,700.000 $1E3,155000 555) SEAEOND’  BDSSIRY 3525
) SLEE0EM, T 5050000 555,550 000 20 El N IHIECHTH 24
200| SI0E RN E| 51,91 666 53000000 T £E4080.000 $48E,257 154 %
20| 3,107 0 275 S2mas iErdecdiion ) 43 EBYEE000 $45800000 Wik
00 FARCT TR SIS £ 0% SMD956 309 SHTE B I
i) $3MALE D SSREHE B0 B SS00008.000 fralon:eil LT

* InBules RBY 3G Exira Credd Teatter Home Purchase Frogam.
= HR 22 Sparta Moz
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Agenda &
Financing Resolution ~ Bay Area Housing
Plan
13
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Resolutions in Connection with Bay Area Housing Plan
Resolution 10-04
Background

v Bay Ares Housing Plan was authorired by the
Galifornia Legistatore

-

The legisiation is designed to faciitate the closure
of Agnews Center and to transition approx. 228
individuals currently residerds at Agnews into
community based housing located throughout the
San Francisco Bay Area

Agnews was one of five developmental centers in
the State that provids programs, treatment and
supervision for residents in a 24-hour structured
heaith care facility

["eatitornia Housing Financs Agency—_g CalliFA ¢

Resolutions in Connection with Bay Area Housing Plan
Resolution 10-04
History of Board Actions

+ Resolution 46-06, adopted by the Board on 1/12/06
allowed for the sale and issuance of CelHFA bonds
for the purpese of financing lcans in connection
with the Bay Area Housing Plan

Resclution 07-28, adapted by the Board on 91207
authorized & one year extension and the Bay Area
Housing Program Bonds Indenture

Fesclution 08-44, adopted by the Board on 11/13/08
authorized a one year extension and authorized
bonds to bear interest af a sfated rate of up to 25%
per annum
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Resolutions in Connection with Hay Arsa Housing Plan
Resolution 10-04
New Boarg Action

Resolution 1004 would suthorize 2 one year
extension for the issuance of bonds in connection
with the Bay Area Housing Plan and which woukd
not expire until 30 days after the first Board meeting
it 2011 at which there is a quorum

&

Current BAHP porifolio:
60 total fvans
- Qutstanding loan balance of $91.8 million

-

o

Al current BAHP loans funded from Revolving
Credit Account with Bank of America

&

rCaJiiulnﬂa Housing Finanas Ag(,\n.‘:y_J

Agenda 8
Bond Fortfolio, Financial Results, and Loan
Partfulio Performance

[catornia Housing Firance Agem:y__l

Ternporary Credit Liguidity Program ("TCLP"}

= The Agency substiiuted §3.4 bifion of SBPAs with TCLFs
over s different mandatory fender dates in January

¢ These substitutions significantly improve the shori-term and
iong-term viability of the Agency for four reasons;
+  Eliminate near-tenn roll-gwer risk

« Feplace §167 millon of axpired faciities

o Replace §2 billion of expirtg faciities in 2010
Eliminate accelersied repayments for bank bonds

© 1N 2008, repald $16 mitfion due to acteleration
Restore the reimbursements from a special obligation enfity {o & general
obligation entity

= On 2170, the folal sxpedied raimbursement is $T18 million
Eliersinate: Mgher cost of capiial caused by credit impalrnents

+ Approximalely, $15 million of net savings cuer three years

.

°
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History of bank bonds from 9/14/68 to 124/10

{Lehmsa filed bankruptey on 3/14/08)

[CLC) falvel e i ¥
18
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CalHFA’s debt portfolio as of 16/1/09 and 2//18

201 104170 et 21170
AMERC - AMBRC
FGIC Faic
HBLL PR wisied | To] (vet o FA_ uolnsured Toml
Yarable-rafs bends
op- Rata Et'3 13 $184 Fer FEFLS $170
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- ASBACIMETA 35 $15
- Dexla. 43R4 964 1748
- bepta 5 o7
~ Explrud SBPA s187 3187
- Remalnbng 55 4LEm 42,501 - TOLP £3,384 43,484
Inges osters 55 $a6 60 1082 EE] suzm 51 10
BT, Testeny 31107 §L397
Bseirate bopds 4850 4135 glom 420w 1847 13 s g8
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California Housing Finance Agency (CalHFA&)
Housing Finance Fund

Balance Sheet #5 of September 30, 2008

ASSETS

LIABILITIES ARD EQUITY

Gash and iwesiments §

Loun Heseivibie. net ERELKAERCT

18,078,143

DM Asssls

Toter kegals F 10,370,850 Gk

Bonds Paystis § B0, 37 522

Diher LinbElies BB B0 EE
Eqisly

1,580,870, 55

$10,370,550,508

[ Caliternia Housing. Firsnne Agany 8

Caiﬁ'

Callfornia Housing Finance Agerncy (CalHFA)
Housing Finance Fund

Revenues, Expenses, and Changes in Fund Equity as of September 30, 2608

OPERATING REVENUES GPERATING EXPERSES
interast Intome
piogram oans, Net §W2,584.300 imerest $ 87,456,851
interest innome Morigaye servicing
lwestorants, &,785, 585 foas 4358143
Insreasg in fair valie of
investmenis 2346695 Cperaling expenses AT
Dtiver loam snu
cormmdmat fees #2MI4FE Clher expenses 11,480,048
LB TBUASLE 5047 505
Tetal Cperating
[ 220781878
Opereting icome {Loss) betors bansters 1576,848,085}
23

Meatiternia Howsing Flnangs Agency "]

Compeonents of the Operating Loss

® Increase in allowance for ican losses: $26.3 million

= Basis mismatch:

« Termination of interes! rale swaps:

$11.3 million
$38 mittion

Total $76.8 milion

£
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California Housing Firance Agency (CalbFE)
Housing Finance Fundé

RESERVES FOR DELINQUENT LOANS AND
REAL ESTATE OWNED (RED)

Dac-08 bit-9 e Sep0n
Cal4IF Eimany Lums Resesve TOIEBEAND b BeSBAST K sLBESRE 3 SERiIeT
Eatwiort Loss Resesims {ratimased) VB3 56T A 356 R R0 TR
ST P — 4 508,180 LGRS AL 586 5408
5 it Fesserves (RIARE iy 4,055,501 o REETI 14522.381
einnded Lotk & E38.602 4535068 540 £L2I7.16
QLS 5164750040 b 220774287 5 FELEEEAGE § 357 RN

R frsorance Lous Resvvss” |iuskude GAF pesonn Foe (nseed i, R 21e Uiand i
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Agenda 10:
Business Plan Update

26

e

alifornia Housing Finance Agency_J

Homecownership Business Plan Update - Jan 2010

Focus Group Meetings on below three First Morigage
Products: scheduled with Loan Officer/Realtors/Lender
Corp Contacts: Jan 12th/13% and Jan 15016t

Two First Morfgage Products ~ Anticipate rofi-out
March/April 2010,

v Both 30-year fized rate fully amorfizing fozns

+ FHA -~ Up to a Max 86.5% LTV

+ Conventional loans

= Fannte Mae up 10 a Max 100% LTV with Fanniz Kae Mt

Downpayment Assisiance

= Focus Group — DPA is very important
Volume — Too early to {elt
MBS Business Model and with a Masier Servicer

)
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Multifamily
= ffultifamily Business Models:
« Continue lending on MHSA program
« TCAC consulting/underwriting roll to assist the roll out
of ARRA funds into lax credit projects
+ Foous on New Praduction/Loans through-the HFA
New Issuance Bond Program (NIBP) which will
include:
- Leans gusranieed by Fannie Mas or Freddie Mac
o FHA risk share

s Preservalion Program to finance at risk projecis in CalHFATs
portfolin

23
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Asset Management Upda_ﬁe

Over 500 properties to oversee

HUD imposed greaier subsidy oversight

responsibifities on alf ifs contract administrators

(8,852 CalHFA Section 8 units}

= Earned Surplus funds remain avaifable for Seclion 8

rehal. No funds requested this FY 1o dale

= Concems:

» Short staffed. 32 budgeted positions, & vacant,
Several refirements foom over next 12-24 manths

= 51 Section § properties have ivans that lerminste
between now and 2015, Most in 2013.

« Many owners wan! equitytake out-refinance vs, sale

i)

J_Cahfc.'ms Housing Finance AQEHC}J_J Cag;L{ FA

2018 Focus for Asset Management
¢ PRCA - Performance Based Contrast
Administration Bid Status

v HMUD delay in publishing RFP. Expect to start process
in February-March

= Bub-confractor 1o agency 1o be selected this month
= Citihank loan sale

+ 33 properties, loan value approx §1008

= Due Diligence in January

» Cloge before March

a0
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Agenda 11:
Sacraments Offfce Relocation Update

I catitorni ing Finans .
Catifornia Hoiwsing Finance Agencyﬂj Cal.j:ﬂ’*:;ﬁ.

Loan Servicing Relocation

= Facility Facts:
Adiress) 1040 Riverside Farkway, West Sacramanto
= Trdal Square Footage: 16,533
+ Temns: §years; 4 months free rent $13,722 {083 per square feaf}
pase rent per month triple net
Free Parking
v Critical Dates:
< Move In Date: February 5, 2010
+ First Day of Business! Febroary B, 2010
= Opaning Ceremony: February 25, 2010
= Highlights:
Cn Sudget with Great Lease Term
MNew Call Center System
Qnling Payment System,
Staffing Up (Supervisors snd Pemanent Staff verses Temporary)
Consuliidation of Staff With Room to Grow [Full Service)
Extended Hours (6 Days 2 Week: M-F Bam-7pm, Sat Bame12pm}

[ Colitarnia Hausing Finante Age i :
Criifarriz Hausing fnanreAgfm:y—_E CziHE

Agency Headguarters Move

= Objective:
+ Consolidate Headguariers
+ bogation must be within the Clty of Sacramento
« 70,000 10 80,000 square feet of Ctees A LEED certified
» Ample parking; proxinity to Light Rail and Public Transit
«  Criticat Dates:
= Senator Motel lease expires August 31, 2040
« Merdian lezse expires September 30, 2015
= | ocation Options:
« Senator Hotet (1121 L Strest)
= heridian (1415 [, Strast)
= Bank of the West Tower (800 Capitol Wzh)
 Matomas Gateway Tower Fast (2020 West El Canting Avenug)

az




