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RESOLUTION 10-06
TWO-YEAR BUSINESS PLAN

FISCAL YEARS 2010/2011 AND 2011/2012

WHEREAS, pursuant to the Zenovich-Moscone-Chacon Housing and Home Finance
Act ("Act"), the Cahifornia Housing Finance Agency ("Agency") has the authority to engage
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development, including the issuance of bonds and the insuring of mortgage loans;

WIHEREAS, the Agency's statutory objectives include, among others, increasing the
range of housing choices for California residents, meeting the housing needs of persons and
families of low or moderate income, maximizing the impact of financing activities on
employment and local economic activity, and implementing the objectives of the California
Statewide Housing Plan;

WHEREAS, the Agency desires to amend Resolution 09-11 adopted on July 9, 2009,
which committed the Agency to a Business Plan for the fiscal years 2009/10 through 2010/11;

WHEREAS, the current global credit crisis and the continuing uncertainty in California
economy and real estate markets continue to present financial challenges for the Agency;

WHEREAS, the Agency must minimize additional real estate related risk and preserve
liquadity for operating expenses and financial obligations;

WHEREAS, the Agency has presented to the Board of Directors a Two-Year Business
Plan covering fiscal year 2010/2011 and 2011/2012, with case based scenarios to adjust to the
ever changing economic, fiscal and legal environment, which updated Business Plan is
designed to assist the Agency to meet its financial obligations, its statutory objectives, support
the housing needs of the people of California and to provide the Agency with the necessary
road map to reemerge from this crisis as a leading affordable housing lender providing bond
financing, mortgage financing, and mortgage insurance activities well into the future.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Agency
as follows:. '

1. The updated 2010/2011 and 2011/2012 Business Plan, as represented by the
written presentation attached hereto and made a part hereof, and any additional presentations
made at the meeting, is hereby fully endorsed and adopted.

2. In implementing the updated Business Plan, the Agency shall strive to satisty
all the capital adequacy, liquidity reserve, credit and other reserve and any other requirements
necessary to maintain the Agency's general obligation credit ratings and the current credit

inactivities to reduce the cost of mortgage financing for home purchase and rental housing™ =77
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ratings on its debt obligations, to comply with the requirements of the Agency's providers of
credit enhancement, liquidity, and interest rate swaps and to satisfy any other requzrements of
the Agency's bond and insurance programs.

3. Because the updated Business Plan is necessarily based on various economic,
fiscal and legal assumptions, for the Agency to respond to changing circumstances, the
Executive Director shall have the authority to adjust the Agency's day-to-day activities to
reflect actual economic, fiscal and legal circumstances in order to attain goals and objectives
consistent with the intent of the updated Business Plan.

—["hereby-certify that this-is-a troe-and correct copy of Resolution10-06 adopted-at-a-duly— = -

constituted meeting of the Board of Directors of the Agency held on May 12, 2010, at
Burbank, California.

ATTEST:

Secretary
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Existing Challenges/Existing Resources

* Current Challengsas
Single family [oan delinquencies, foreciasures, REQ inventory

Fiscal Years 2010/11 and 2011/12 and assaciated losses;
Pressuras on Agancy Liguidity including acoess Lo short term

Two-Year Business Plan lines of credt;
’ Credit rating downgrades and pressurs for further downgrades,
* Resources/Opportunities

_+ Fannie Mae's Affordatle Advantage Program;

Presentation to CalHFA Board of Dirgstors [~ “NeW lssié Heid Pirciase Capital

May 12, 2010 i * 3700 mitlion in *Hardest Hit Funds”:

+ High sffordsbility and CA lax cradit for first-time homebuyer.
= Future Challenge

* Viable tax-exempt housing bond market.

CalHFA~

Affarriable Housing is our Business

n:au‘l'(u_mr'a Mousing finance Agench CalHFAT I_Ca{ifum.'a Housing Finance Aggnch calBFAT
Overview of Long Range Plans - : Challenges to Reviving and Thriving
T 201 5] 081 201¢ M5 . i .
Sevire L 4 = Inabiliy to lend at oid volume levels with the martgage
. '-‘i:'"‘:i’;“;ﬂipmmwi sy ) : revenue bond business model:
+ Imprave capilal suciure = Lending activity bayond the New Issue Bond Program is
» Mitigae Joan boseey

» Regesied eating st modea fevels . dependent on the following factors;
*_Renewand sirenpthin old pertnerships : * Dependert on a tax-exempt heusing bond market that resuits in

a cost of funds that allows the Agency to offer competitive rates
ta borrowers; .

= Dependent on sufficient tax-exempt debt allocation from CDLAC;
* Dependent on dernand for low-income housing tax credits,

Thrhe . P N
« Looiiog i shlsslialvolume » Major effort to explore additional business models:
E
* Improving problability suvetue .
\ Bt ) + Other pariners s_uch as GSEs and Local governments;
+_Fumding Agency progremy * New Platforms for lending.
3 ]
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Five Major Priorities for the Business Plan Peried

= Maintaining Credit Ratings
= Have already taken seme steps
* Loss Mitigation

+ Muliifaceied: loan modifications, short sales, foreclosures, REQ
management :

= Renew Lending Activities
* Single family and Multifamily lending using the NiBP
= Renew and Strengthen Cld Partnerships
* Locat govemments and non-profits )
+ Genworth Morlgage Insurance
" = Explore New Busingss Models
= Probably needed for reviving and thriving
* May need new business partners andfor new roles

Operating Environment
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Cal HFA[ CalHFAl
Econgmic Forecast and other assumptions Economic Foracasts
= California economy will imprave slowly e -
« CA unemployment falls telow 10% in 1st Qir 2012
+ Residential buikding permits excead 146,000 in 2 Gy 2014 Ietast Aate Forecant,
10 yenr malurity-LS Gov't bond yieida A DER ATIR 48R AMER AR A% SESK
* Interest rate forecast FetFundsfain g L s L
« Ten ysar Treasuries: aranstic Murisipal Bondt pre o ; ol s
o 10 Qe 2011: 4% + Comeamhonmt omage e Vim o s e e sam Ghm e saw
s 20d QHr 2012: 4.8% + Calfornia Forecast
. Gnn;i:ic;'lﬁygr;g;?nefaleﬁ: Wﬁdmw HAEA I RS G 0Tt e
° LB e 5i0ntal BuRling PuMEIa G beaanie a "
v June 2012: 6.00% + ] .
+... HFA. révenue bond costg-irend-at a &pradd-to-10-yr-Treasury smi‘:::::::?::,,,,_,,,,,_, m. m  om m L e
u..increase in bond cost.during spring.2011.after expiraffon of NIBP. ... Short Sate.y i Ao BA IR £ el ) i3 U
HFA fixed rate MRBs issuad in 2011 produce loan ratas with Foreclosuras insumew of s me e mr W@ e e m e
a negliginie fate dferential 1o conventignal morlgage i arket RED — Prejociéd Salus tnnurtm o lsana] Y us s ETH 15 e 6 s
= Current ntarest rate projections will limmit bond financed
H lanlal Heg i b L i
tending In FY 2011/2012 B iy R e ms e ws w s
Loan Closings/Praviousiy Commitied L 5 s e 56 s 55 ns
7 F]
rCalifornfa Hau:lfng Finance Ageﬂcy_l Cal@' rbatifum-‘a Hoiusing Finance Agench cal EIEAT
Agency liguidity projection Agency liquidity projection
= Preserve Agency Liquidity - o "~ through hrough
» Sufficlent cash avai!fiblg Igo fuénd aperating budget, fuﬁd existinlg dundd, - 30Juni2. |
loan commitments, fund bond issuance cosls, support genera
obligation debt service payments and repay bank credi line Beginning Balance 126740,419 | 116,150,891
* No HAT funds for downpayment assistance for single family Sourens OF Linuldity
lending or for preservation projects in multifamily lending; i:\ Paymenis rrc‘;nLUnennumhgrea Lual I:)qdfu\lu gﬁ.g?ﬁ.ni 39,617,178
. OPEI‘B1B the Agency within our means ‘S rinistrative and Loan Serdeing Fees & Diher Incema 7.297,402 27,180,716
o " . . ale of Bay Araa Housing Loans . 88720870 -
] Egl(éiggélquldny palance sfigntly Jarger than baginning liquidity Tatal Estimated Ligudlty ~—ezgms er |~ T e eER|
= Optimize opportunities to enhance liquidity position Usea of Liguidity
« Ginnia Mae securitization and Citf ransaclion {see memos in Operalt
: N . Ing Expenzas - 45,873,000 47,202,000
Report Section) Fond En‘iUngPLuIn Commiiments 5,180,372 -
- Financing and Debt Service Relatad 5,340,000 5,430,000
Assumptlcn: o " " Reptymant of RCA 100,000,000 -
* Limited additional collateral posted to swap counterparties Tolal Usez of Lisaldity ~ T e
* HMRB cashflows sllow reimbursement of swap payments and
semi-annual payments of 0.25% Admin Fee
Avallabie Liquidity $10,150,811 125,116,705
B 3
[ caiitornia Hausing Finance Agencyﬂl calHEA] ["Ganrarnia Housing Finance Agench cal HFAl
Top Priorlties for the Business Plan Period: Blg Picture
" CalHFA
Genaral Obligation
{the Agency’) P
oo Priority 1
BREFYY 1 Malstain cradit ming
Tazar sbova AvaS |
4 Maintain credit ratings
. Seo Eiy Leas Asmncy ey saity
- - bt s o presara e
ensns High mainguency e Aguney ol i dyry
BRIATYE Loce, S o polucton Sty no sukskly be
mitigaBen s oan produstion
> g bty i RIDRITY 4
Fenew cld partnorzhips
EAGRITY. 3
Explara new businaes,
B B @
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Maintain credit ratings

Ondoing Ratings Issues

CalNFA Ganerst Obligatian HMRG {Sprcial Objigation = Loss Mitigation :
gﬂ"‘*' Zﬁ:,‘:,’:f:ﬂ,: “;-::" sra8m Fonds pulslanding = 38 260 * This is Priority Two of the Agency and Is discussed in the next saction;
oA Aotor iy * Hardest Hit Funds, Increased Staffing, More Aggressive resclution of
[evohing fon of crech = S100Mn ... | borrower defaults - workouts, loan madifications, short sales.
sepy Hosdys 4y Hoodss = Management of Agency Liguidity
fisgalive Collagk | Honafiva Quilonk Negeive Dullsab |Whlch Jor Dowtagege * Mo HAT funds for downpayment asslstance for single famiy lending or
B4 222200 L0210 Q410 for presarvation projecls in multifamily lending;
* Increasing fiquidily when apportunities arise - e.9., Ginnie Mae
potad ar AvAT securilization, Citf fransaction (see memos in Repart Section)
; i A s * Managerment of Agency Commitment of Capital
L A - . ’ LR MGREI BRdHG TR both Sonsiruction and permanent
AdAD | i—m___ Acipa financing
R » Continued improvement of Agency Capital Struclure
* Reduction of variable rete debt and no new Issuance of variabla rate
888/Baa2 bonds )
* Aggressively manage counlerparly relzfionships
|- 28B/Bazd
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Guirent Delinguency Situation
' FHA Comventional
# Amatint # Amount
Prioy It! 2 Total Delinguenay 2,417 $ 425346823  25M  § 6OB536,828
90 Day+ Dalinquent Loans . 1580 308,317,704 1,856 3§ 498,343,676
LOSS Mitigation Loans [n Foraclosura 546§ 108,070,625 &88 § 233,037,867
REO . 202 $ 42,578,529 782§ 180,244,848
Total (clinenl & delingquent) 14,400 18,300
Loan Modificatlona .
Appiications recelved by Servicer 815
Approved by Undetwriting 383
Executed 189
15 i}
I Gaitornia Housing Finance Agency | caltTEaT [ Caitarmia Housing Finance Agency | cai TIEAT
Conventional: 30 to 90-day delinguency Conventional: 90-day+ delinguenc
200 - = - — P R 2800 N EP— B — B T T 20.0%
i Lo Ol T E o +500 . e : oL o ’
- o B ‘ e 1 B gy e
e oo = ) e : - .
s : e - B :
150 N 14008 150 : o . i B T B} s
14w wa b7 - B " -
%- J1m g 120 5 aw b . o i i
3 : . .
§m . LS ST N : -
B wad T g : .
B0k [E R ) . %
ano% wl ) : . : B 110w
ALD% o : ) H 400%
e - : .
oo 1. . - - - i ST
Crcgb Jin0p FA-IY Wadd Ap0® M08 And3 JubOD Aspd Sep0B OcellS NoeO® Decdd Jandd Frs1p Was—T10"
7 18




rca!ffornia Housing Finance Agean . CalHFAL rCa.‘r'fnmia Housing Finance Agenr:yJ caiHE .

Loss Mitigation
= Hardest Hit Funds {$700Mn)
= Operational by 9/30/10
= All.CalHFA borrowers with hardship will qualify PI"]DI‘It‘[ 3
= Faster resolution of barrower dafaults;
* Increased staffing levels — workouts, loan modifications, short

sales, FHA claims, and M claims; New iending in 2010

* Improved communication with loan servicers
= Loan Medifications

= With HHF applications will increase dramatically.
« Shest Sales
= More aggressive resolution of short sales
= REQ
* increased staffing levels as REQ inventory grows
* Adding cne lo twe new master brokers

kL) Ful
rcglifurnia Housing Finance Agency _I . LT Cal.HFA[ nalifurnfa Housing Finance Agency J Cé! @
Single family Single family: projected production volume
= Drivers of lending n 2010: :
- . " fxtHig 5
«  Fannie Mae's Affordable Advantage Program {100% LTV) :;:g a ISR LIV IS s i
*  New Issus Bond Purchase Program Werss Casa Siztia Sa04kin
. Brs! Cast 312600 $650Mn
2 Upon successiul sale of Market Bonds {40% of the inancing), the CalHFA Fapnls Mas Advantags  100% L7 151
LS. Treasury will fund up to $4 bilion of long-term bonds 33008 [
» Expected morigage rate of 5.00% Sestkin sotin
i ) . | -yt Conventiona] 95% LTV 131
*  Stata income tax credit for first-lime homebuyers Fhasy Gise Sahan S100Mn
. High BﬁDTdab:P'my Besi Case 50Mn 5205Mn
" Znd nd Mig
CHDAP Subordinate
B Werse Gara saMn 520Mn
Ben Gazo f&da $26hin
EFF [Sehonl Fackig Fuae) Grang
Werse Gase . SoMR - SOHn
Best Caze . . S12ZMn ETMn

Wavse Casa 5342Mn SaKIn $400Mn _ S20ibls
Bexi Case - S$776kia__S2dMn 3BEEMn___ 33hin

kAl . . 2
rcallfornia Houging Finance Agench calHEAT 7 rCaﬁfnrnra Housing Finance Agench Calﬁl‘
Multi family
= Caontinue lending on MHSA (Mental Health Services Act}
program e
« Anficipated 30 to 50 projects [n 2010/2011 fiscal year Priorities 4 and 5
» TCAC {Tax Credit Allecation Commities)
consulting/underwriting ARRA funds for tax credit : .
projects through 2011 . Renew and Strengthen Qld Partnerships
« Anticipated 90 projects in 2010/2011 fiscal ye.ar‘ EXD‘QT@ New Business Models
« MNew Issuance Bond Program: act as conduit issuer only )
o NIBP Conduit only provides no real estata, ioan or bond risks
to CalHFA
o MIBP foam approvel delegsted 1o executive director
a Anticipated 5 {0 15 proje;ls by vear end 2010
23 - ELl
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Re-tooling for multiple lending platforms Glossary
» Seek extension of NIBP - ARRA: American Recovery and Reinvesiment Act

GSE: government-sponsored enterprise
HHFE: Hardest Hit Funds

HMRE: Home Morigage Revenue Bonds
LTV: loan lo value

» Single family
* Use the MRB funding source on a limited basis for
targeted programs

= Changa charter to become a direct lender MRB: Mortgage Revenue Bonds
* Routinely deliver loans into the GSE's community NIBP: New lssue Bond Program
~ lending channels RCA: revalving credit agresment
= Multi family |y T REOr el st o T

* Become a Fannie Mae approved seller/servicer
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