LETTER OF CREDIT REQUIREMENTS
All Letters of Credit (“LOC(s)”) given to the Agency must conform to the following requirements.

1.
Format.   Attached is the sample LOC.  While the issuer may use its own forms, all LOCs must conform, in substance, to these requirements.

(a)
  Surplus language should be avoided, especially if it could be interpreted as imposing additional draw restrictions.

(b)
  The issuer must not require that draws be accompanied by the original LOC.  A draw accompanied by a copy of the LOC must be acceptable.

2.
Issuer.  The issuer must maintain a California office at which the LOC may be drawn.

3.
Issuer Rating.  The issuer must have and maintain a minimum IDC rating of 125 at all times during the term of the LOC.  IDC rankings are provided by IDC Financial Publishing, Inc. and range from 1 (the highest probability of failure) to 300 (the lowest probability of failure).  Issuers with an IDC rating of 125-164 are classified as "Average" and meet industry capital standards.

The IDC rating of the issuer will be monitored on a quarterly basis by the Agency's accounting staff.  Should an issuer's IDC rating fall below 125 at any time during the term of the LOC, Agency will require the project sponsor to provide a replacement LOC from an issuer who meets the minimum IDC standard.  The project sponsor will be given 30 days from the date of notification to replace the existing LOC; otherwise, Agency will draw on it.


LOC FORMAT


UNCONDITIONAL, IRREVOCABLE LETTER OF CREDIT


 (ISSUER'S LETTERHEAD)

Letter of Credit Number:

Date:

Amount:

Expiration Date:

Issuer:

For Account of:

Project:

To Beneficiary:  California Housing Finance Agency



     
P.O. Box 4034



     
Sacramento, California  95812-4034

Ladies and Gentlemen:

We hereby establish our unconditional, irrevocable letter of credit in your favor available by your drafts drawn at sight on us.  Partial drawings are permitted.

Covering:  Obligations of         (Developer's Name)              to the California Housing Finance Agency in connection with                (Project Name)                   .

Documents required:

1.
Beneficiary's signed certificate stating that this draft is drawn under this letter of credit.

2.
An original or copy of this letter of credit.

We engage with you that drafts drawn under and in compliance with the terms of this letter of credit will be duly honored.




Very truly yours,




(Authorized signature)
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