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ccording to the Chinese Proverb, “The
journey of a thousand miles starts with a single
step.”
At CalHFA, we understand the journey of
homeownership and are leading more Californians
down the path toward home. For some, this path can be
a rough road, but for CalHFA, it’s a road we’ve travelled
down many times in our 31-year history. We are aware
of the potholes, the curves and detours, and we can
guide low and moderate income ﬁrst-time homebuyers
to their ultimate destination. This past ﬁscal year,
despite the looming obstacles of rising interest rates
and escalating home prices, CalHFA managed to stay
on track and achieved another record-breaking year by
exceeding its goal of creating new affordable housing
opportunities.
The Homeownership division surpassed—by
18%–its goal of funding $1.2 billion in below-market
interest rate loans. Homeownership accomplished
this by leveraging its innovative product offerings
and introducing new alternative programs to its game
strategy. In addition to interest only PLUSSM—which
accounted for over 41% of all ﬁrst mortgages purchased
this ﬁscal year–the division launched a new 40-Year
Fixed Rate Mortgage for those needing even lower
monthly payments. These primary lending programs
also helped reduce dependence on the Agency’s down
payment assistance programs.
The Multifamily division employed a number of
winning strategies this year that propelled loan closing
volume beyond last year’s record highs. Focus continued on the successful construction lending and permanent loan programs. Additionally, the newest roadside
attraction was the addition of the 30/15 Program which
allows builders—for the ﬁrst time–to prepay loans.
This new program affords more ﬁnancial ﬂexibility and
encourages builder/developers to create more afford-
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*“HomeOpeners” is a registered trademark of Genworth Mortgage Holdings, LLP.
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Chairman

able housing. Also on the fast track were a number of new
special needs supportive housing programs in support of
those with developmental disabilities and mental illness.
The Mortgage Insurance division was equally
successful in developing a roadmap to success. During
this ﬁscal year, the division exceeded its annual mortgage
insurance volume goal by 42%. This growth was primarily
fuelled by the expansion of the 100% loan-to-value loan
category from 21% in 2004 to 54% in 2006, and the growth
of the interest only PLUSSM mortgage from its introduction
in May of 2005 to 60% of the 2005-2006 insured loans. In
addition, the HomeOpeners®*, a Mortgage Protection
Program, continued to provide all CalHFA-insured borrowers
with involuntary unemployment coverage for up to six months
at no additional cost.
Start to ﬁnish, our efforts this past year have further advanced more homebuyers down the path to their own home.
Additionally, our multifamily efforts have created more affordable housing for seniors, families, and those with special
needs. This journey would not have been successful without
the strong support of our housing partners, the efforts of our
talented staff, and a shared focus on the ﬁnish line. As we
conclude our 31st year as the state’s affordable housing bank,
we are once again delighted to share our accomplishments
with you in this annual report.
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rental properties) and special lending programs.

mortgage insurance, multifamily loan programs (for

of four major areas: homeownership loan programs,

moderate income. The Agency’s programs consist

meet the housing needs of Californians of low to

CalHFA’s primary purpose and its mission is to

insurance program to provide mortgage insurance.

related programs, and it is also authorized through its

issue debt obligations for a wide variety of housing-

market interest rates. CalHFA is empowered to

housing ﬁnance capital to be provided at below-

exemption available on state-issued debt enables

affordable housing bank. The federal and state tax
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homebuyers on the path home.

The Homeownership division’s journey this year has helped get more low and moderate income ﬁrst-time

high cost counties–and the CalHFA Housing Assistance Program (CHAP), now utilized solely with FHA loans.

resources to the High Cost Area Home Purchase Assistance Program (HiCAP)–now expanded to eighteen

reduced dependence upon Agency down payment assistance programs and permitted reallocation of

program, and the wide acceptance of the 100% interest only PLUSSM loan. Together these programs

payment assistance programs, the introduction of a 40-year fully amortizing conventional ﬁrst mortgage

year–met and exceeded its goals. This year’s success was due primarily to the broad array of CalHFA down

and rising interest rates. Despite these potential roadside hazards, the Agency–for the seventh consecutive

In ﬁscal year 2005-2006, the Homeownership division faced head-on the challenge of escalating home prices

New construction accounted for 24% of the all ﬁrst mortgages purchased, totaling
$335,033,547–a 23% increase over the previous ﬁscal year.
Achieved major success with interest only PLUSSM which totaled $582.4 million in
loan purchases, or 41% of ‘total ﬁrst mortgages’.
Reduced reliance on Housing Assistance Trust (HAT) funds by introducing two
100% conventional loans programs: the 40-year ﬁrst mortgage fully amortized loan
and the interest only PLUSSM loan.
The Affordable Housing Partnership Program (AHPP) expanded to partner with
over 250 cities, counties, redevelopment agencies, housing authorities and nonproﬁt housing organizations. The AHPP program generated a record 538 ﬁrst
mortgage loans totaling $110 million.
The California Homebuyer’s Downpayment Assistance Program (CHDAP), funded
from Proposition 46, offered down payment and closing cost assistance to over
half of all borrowers ﬁnanced by CalHFA totaling 3,738 junior mortgages for $31.4
million.
The CalHFA Housing Assistance Program (CHAP) provided down payment
assistance for borrowers securing CalHFA ﬁrst mortgages insured by FHA. A total
of 1,001 second mortgages were funded for $7.0 million.
The High Cost Area Home Purchase Assistance Program (HiCAP) limits were
reduced and availability was expanded from eight to 18 high cost counties. The
program offers from $7,500 to $12,500 in down payment assistance. A total of 1,796
second mortgages were purchased for $30 million.

•
•
•

•

•

•

•

The ﬁve-year business plan for the Homeownership division calls for $6.9 billion
in funding for low and moderate income ﬁrst-time homebuyers with $1.5 billion
targeted for ﬁscal year 2006-2007. To support this effort, a major retroﬁt of
Homeownership’s loan origination computer system is currently in process with
full implementation anticipated within the next 18 months. In addition, a lead
generation program designed to assist participating loan ofﬁcers in writing more
CalHFA loans will be implemented early in ﬁscal year 2006-2007.

GAME PLAN FOR 2006-2007

CalHFA Homeownership First Mortgage Production vs. Annual Goal,
Last Two Fiscal Years (in billions)

Purchased $1.41 billion in ﬁrst mortgages, exceeding the previous year’s total by
18%. A total of 5,409 ﬁrst mortgages for $1,410,009,779 were purchased with an
average loan amount of $260,678, a 21% increase over the previous ﬁscal year.

•

SCORECARD FOR 2005-2006

The HomeChoice Program—a partnership with Fannie Mae and Guild Mortgage–
offers a deeply discounted ﬁrst mortgage combined with a junior loan to ﬁrsttime homebuyers with disabilities. Since its inception in 2002, 25 loans totaling
$7.0 million have been funded.
The Self-Help Builder Assistance Program (SHBAP) provided ﬁnancing for site
development, construction and permanent ﬁnancing to borrowers with limited
resources who contribute “sweat equity” in lieu of a cash down payment.
CalHFA purchased 82 ﬁrst mortgages totaling $11.8 million and $23.5 million in
SHBAP forward commitments were outstanding at the end of the ﬁscal year.

•

•

Down Payment Assistance Programs (in millions)

The Homeownership In Revitalization Areas Program (HIRAP) offered a deferred
payment junior mortgage to be used for down payment assistance and closing
costs to low income ﬁrst-time homebuyers in designated revitalization areas.
CalHFA purchased 147 second mortgages totaling $2.6 million.

The School Facility Fee Down Payment Assistance Program (SFF) continued
to provide grants for down payment and closing costs to buyers of newly
constructed homes. CalHFA issued 901 grants totaling $3.2 million.

•

•

The Extra Credit Teacher Home Purchase Program (ECTP) is designed to
attract and retain teaching professionals in high priority schools. The program
offers $7,500 to $15,000–not to exceed 3% of purchase price–in down payment
assistance. CalHFA purchased a total of 291 ﬁrst mortgages for $85.9 million, and
288 second mortgages were $85.9 million.

•

The success of these programs was supported by aggressive training and
outreach efforts. In Fiscal Year 2005-2006, CalHFA conducted 149 lender
training sessions in 52 cities for 4,355 registrants. In addition, an Outreach
Ofﬁcer was assigned to cultivate partnerships with affordable housing groups,
community organizations, lenders, nonproﬁt organizations, brokers, localities,
real estate agents, developers, professional trade associations and other
secondary market investors. The Agency also participated in many outreach
events such as homebuyer fairs and tradeshows during the year.
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The Multifamily division’s goal is to provide a range of programs and ﬁnancial products to
facilitate the development, rehabilitation and preservation of affordable housing projects.

closed a record 49 loans during the ﬁscal year.

Bay Area who currently reside in Agnews State Hospital. In addition, the Multifamily division

community-based housing for people with developmental disabilities in the San Francisco

permanent ﬁnancing for the Bay Area Housing Plan (BAHP). BAHP provides affordable,

commitment to special needs housing, the Multifamily division provided $45 million in

are targeted to families, seniors, and those with special needs. As part of the Agency’s

issued commitments to 19 affordable housing projects for $239 million. These commitments

many new programs and enhancements. During the 2005-2006 ﬁscal year, the division

The division experienced another record-breaking year in loan closings and also introduced

Loan Commitments by Program (in millions)

Continued creation of a new Multifamily database and
integrated underwriting system.

•

01/02

02/03

03/04

04/05

Multifamily Program Activity by Fiscal Year (in millions)

05/06

Complete implementation of the new automated loan origination system.

Update the Architectural Review process to provide better clarity of design
requirements and technical assistance to developers of affordable housing.
•

•

Joined with the Department of Housing and Community
Development (HCD) and the Department of Mental
Health (DMH) to implement the Governor’s Homelessness
Initiative. Under this initiative, CalHFA provides
construction ﬁnancing for projects serving the chronically
homeless, with HCD providing permanent ﬁnancing and
DMH providing funding for support services.

•

Collaborate with state and local housing agencies along with social service
agencies to construct affordable, supportive housing for special needs
populations.

Committed ﬁnancing for three special needs projects,
providing 119 units in permanent supportive housing. Total
ﬁnancing committed to these projects is $34.7 million.

•

•

Approved $45 million in special ﬁnancing for the Bay
Area Housing Plan to house those with developmental
disabilities.

•

Introduce a Residual Gap Loan program that provides low cost Agency funds for
tax-credit projects that use both CalHFA construction and permanent ﬁnancing
programs. These funds will cover the ﬁnancing gap associated with the high
cost of constructing affordable rental projects.

•

Continued focus on the construction lending program to
complement our successful permanent loan program.
Currently 23 construction projects totaling $275 million are
under construction.

•

Introduce a 30-year fully amortized permanent loan, with a prepayment option
after year 15, to match the ﬁnancial needs of Low Income Housing Tax Credit
developments.

The Multifamily division’s ﬁve–year plan calls for $1.705 billion in ﬁnancings. As part
of that goal for the 2006-2007 ﬁscal year, the division will:

Closed 49 Multifamily loans for approximately $433
million, representing 3,844 units of housing. This volume
represents the highest total for Multifamily in the history of
the Agency.

•

•

GAME PLAN FOR 2006-2007

SCORECARD FOR 2005-2006

GAME PLAN FOR 2006-2007
•
Create portfolio ﬁnancing programs that will assist recapitalization and
rehabilitation of the Agency’s aging portfolio and extend long term affordability.
•
Complete web-based system to permit improved communication for ﬁnancial
monitoring and compliance between Agency and our borrower partners.

SCORECARD FOR 2005-2006
•
Sold three of the six agency-owned properties which were acquired as real
estate owned in the mid-1990’s. Three sales are pending.
•
Approved three property loans totaling over $1 million for capital improvements
of multifamily Section 8 units via the Agency’s Earned Surplus Loan Program.

The Asset Management division manages the multifamily housing portfolio of 473
projects throughout the life of the loans–typically 30-40 years–and protects CalHFA’s
real estate assets from loss. The division works with building owners and managers
to ensure that the housing is ﬁscally sound, well-operated, clean and safe for tenants
over the long term.

MULTIFAMILY ASSET MANAGEMENT
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The Mortgage Insurance division supports the Agency’s mission to ﬁnance the purchases
of affordable homes by low and moderate income borrowers through guaranteeing that
investors who provide funds for these mortgages are protected against losses due to
foreclosures. This year, the division helped pave the way to affordability with a variety of
programs that helped put low and moderate income ﬁrst-time borrowers into a mortgage
today–not someday. The Mortgage Insurance division insured mortgages with very small
or no down payment loans. Loans with down payments of 3% or less grew from 28% of the
division’s business in 2004-2005 to 64% in 2005-2006. In addition, lower monthly payment
“interest only” loans increased signiﬁcantly from 4% in 2004-2005 to 61% in 2005-2006. To
help keep CalHFA borrowers current on their mortgages and living in their new homes,
the Agency arranged for Involuntary Unemployment Insurance called HomeOpeners®,
a Mortgage Protection Program, that pays mortgage payments up to $2,500 per month
for up to six months for qualifying unemployed borrowers. Collectively, these programs
provided safe passage to 2,889 ﬁrst-time homebuyers in need of affordable solutions.

Increased the number of insured loans from 1,922 in 2004-2005 to 2,889 in
2005-2006 and the funding of insured loans from $495.5 million to $834.6
million, exceeding the annual mortgage volume plan by 42%.
Provided HomeOpeners® on 2,889 loans.
Increased the number of 100% loan-to-value insured loans from 193 in
2004-2005 to 1,421 in 2005-2006, thus eliminating the need for a cash down
payment for low to moderate income ﬁrst-time homebuyers.
Expanded the interest only PLUSSM loan program to allow lower monthly
loan payments and enable more homeownership opportunities.
Insured 40-year loans that lower the monthly payment on fully amortizing
loans and qualify more homebuyers.
Assisted in promoting new CalHFA loan products to real estate and
mortgage lending industry professionals, raising the awareness of CalHFA
insured loan products for potential homebuyers throughout California.

•

•

•

Streamline business processes to be more efﬁcient at providing mortgage
insurance on CalHFA loans by implementing best business practices
and upgraded technology to better serve the needs of lenders providing
CalHFA affordable housing products.
Work with CalHFA’s Homeownership division to develop and promote
affordable housing ﬁnance products through direct contact with lenders,
real estate professionals, and nonproﬁt housing providers through
specialized training, workshops, and affordable housing events.
Generate mortgage insurance activity of at least $840 million for ﬁscal
year 2006-2007.

GAME PLAN FOR 2006-2007

•

•

•

•
•

•

SCORECARD FOR 2005-2006
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Local Partnerships program, three other special lending programs were introduced.

sponsors in markets that were previously underserved. In addition to the award-winning Housing Enabled by

CalHFA has broadened the ﬁeld for special lending programs this year through partnerships with new housing

The Housing Enabled by Local Partnerships (HELP) program awarded 16 loan

increased capital to build even more affordable housing for Californians.

for Humanity afﬁliates. This partnership provides Habitat for Humanity with

a commitment to purchase $3.1 million worth of loans to seven California Habitat

CalHFA launched its Habitat for Humanity Loan Purchase Program in 2006, issuing

a 22-unit, single family, low to moderate income homeownership development.

rental project. The Agency also issued one SBD loan commitment for $300,000 for

$300,000 in predevelopment costs for a 50-unit, low income family and senior

projects. During this ﬁscal year, the Agency closed one SBD loan representing

diligence and preliminary architectural and engineering costs required to initiate

developers for predevelopment expenses and ﬁlls a critical gap in facilitating due

The Small Business Development (SBD) loan program lends funds to small

affordable single–family homes.

areas. Loans are primarily used in the acquisition of land for the development of

acquisition and related predevelopment costs of ownership housing in urban inﬁll

2006. The program provides low cost funding to local government entities for the

earlier this ﬁscal year, announced its ﬁrst funding cycle of $10 million in June

The Residential Development Loan Program (RDLP) for localities, which launched

awarded in July to seven localities for the HELP program.

$9.1 million was awarded in January to nine localities, and another $10 million was

homeownership and multifamily development will be produced.

Over the life of these deferred, low interest rate loans, over 19,500 units for both

eight years ago, 157 active commitments have been awarded to 102 localities.

commitments for the production of 2,239 units. Since the program’s inception

•

Continue outreach efforts with affordable housing partners to identify and leverage
unique opportunities that will beneﬁt low and moderate income families.

GAME PLAN FOR 2006-2007

•

•

•

•

•

SCORECARD FOR 2005-2006
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The Financing division manages borrowed capital to ﬁnance CalHFA’s affordable
housing programs. The division also manages the Agency’s outstanding debt
obligations and non-mortgage investments and develops recommendations regarding
general ﬁnancial matters. Over the past few years, the Financing division recognized
the need to ﬁnd alternate routes for funding the Agency’s loans. As a result, the
division remodeled its ﬁnancing strategies with an aggressive pattern of issuing
variable rate debt in conjunction with interest rate swaps. The net effect is that now
86% of debt issuance is in variable rate form, which has allowed the Agency to lower
its costs of funds signiﬁcantly.

•

•

•

•

•

Purchased a record-breaking $1.4 billion of single

•

previously housed in the Agnews State Hospital.

CalHFA Loan Servicing acquired 2,000 new single family

cash ﬂow analysis updated projections for all bond series

average annual delinquency of any ﬁscal year period by
posting 1.99% for the past ﬁscal year.

issue $70 million of bonds to fund ﬁrst-time homebuyer

The ﬁve-year business plan calls for lending activity of $2 billion in ﬁscal year 2006-2007 and $9.8 billion over the life of the
plan. CalHFA’s Financing division will issue bonds and utilize other Agency funds sufﬁcient to fund or purchase all new
loan originations.
During the coming year, new automated systems utilized to manage bonds and interest rate swaps are expected to be
implemented.

•

•

GAME PLAN FOR 2006-2007

agencies.

loans within the jurisdictions of these local government

over 25,000 loans. A new record was set for the lowest

Authority and the Homebuyers Fund of a joint powers

The portfolio of subordinate loan servicing reached
agency comprised of many rural counties in California to

Partnered with the Southern California Housing Finance

loans this year, building the portfolio to over 8,000 loans.

$75 million.

run cash ﬂow projections for Agency bonds. The initial
issued under the Agency’s largest multifamily indenture.

payments of $1.5 billion and made SWAP payments of

Acquired cash ﬂow projection software to model and
•

Administered over $9.2 billion in Agency assets.

•

to ﬁnance housing for the developmentally disabled

Coordinated bond debt service and bond redemption

achieving “Excellence in Financial Reporting.”

Received recognition from the State Controller for

for $184 million and 25 HELP loans for $14.1 million.

bonds to ﬁnance the Bay Area Housing Plan, a program

Received Board approval to issue up to $120 million of

•

Directly funded another record 48 new multifamily loans

into new loans during the ﬁscal year, saving approximately
$3.3 million in transaction costs.

assistance loans.

Recycled $655 million of homeownership loan prepayments
•

for decision-making purposes.

$744 million of bonds whose variable interest rates were

family ﬁrst mortgages along with 6,996 down payment

ability to provide timely information to division managers

variable rate bonds were issued during the year including
swapped to ﬁxed rates.

Fiscal Services division, and enhance the Agency’s

multifamily newly originated loans. A total of $1.1 billion of

Once in place, this

the necessary capital to purchase homeownership and

ﬁnancial management system.

the process to secure and implement a fully integrated

of the Fiscal Services Automation Project, initiating

The Fiscal Services division kicked off the ﬁrst phase

system will improve the operational efﬁciency of the

•

•

SCORECARD FOR 2005-2006
– FISCAL SERVICES

Issued $1.2 billion of bonds during the ﬁscal year to provide

SCORECARD FOR 2005-2006
– FINANCING DIVISION

The Fiscal Services division supports CalHFA’s activities through
the receipt and disbursement of ﬁnancial resources, the
safeguarding of assets, and the servicing of loans. The division
also records and reports on ﬁnancial matters in accordance
with professional standards in meeting all federal, state, and
indenture requirements.
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The IT division provided effective management of ongoing IT support
activities, technical infrastructure upgrade and replacement projects,
business continuity management, and the signiﬁcant Agency strategic
projects initiated to support the business processes of each division.
The IT division also sponsored the implementation of a comprehensive
Strategic Projects and IT Governance Structure that created an active
partnership across the Agency to manage CalHFA’s strategic initiatives
and information technology activities. The Governance Structure
ensures strategic alignment of the Agency’s strategic projects and IT
activities with business planning and operations.
The Legal division helped negotiate and ﬁnalize the ﬁnancing structure
of the Bay Area Housing Plan—an extremely complex transaction
involving ten separate entities.
The Legal division also helped negotiate a successful $17 million
recovery in major construction defects litigation, closed a large number
of complicated multifamily loans, and developed educational materials
to ensure that Agency staff are trained to adequately protect customer
information.
The Marketing division had media placements that reached over 16
million Californians.

•

•

•

The Marketing division effectively and efﬁciently raises awareness
of the Agency’s products among lenders, real estate agents, builders
and homebuyers, by creating innovative and engaging communication
messages.

The Ofﬁce of General Counsel manages the legal affairs of CalHFA
by providing sound legal advice for day-to-day operations, as well as
consultation and legal services to support each division’s ﬁve-year
business plan.

The Information Technology division implements and maintains systems
and IT infrastructure to support the ongoing, new and innovative programs
of the Agency.

The Administrative division supports the operational needs of CalHFA
by providing stafﬁng, facilities, equipment, and ensures that each staff
member has the tools to accomplish their goals.

CalHFA consists of a number of divisions that work side by side to support
the business needs of each Agency division.

Continue IT support of the strategic projects intended to enhance the
competitive position of the Agency along with interaction and support of
our business partners and consumers.
Continue to manage stafﬁng levels to keep pace with the Agency’s
expanding portfolio of innovative programs and resulting increases in
loan volume.
Expand the marketing reach while focusing on the Agency’s most recent
product introductions.

GAME PLAN FOR 2006-2007

•

•

•

•

•

SCORECARD FOR 2005-2006
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