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PROGRAMS COMMITTEE MEETING

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
1100 Congress Avenue
Capitol Extension Room E1.012
Austin, Texas 78701

Wednesday, February 15,2006 9:30AM
AGENDA

CALL TO ORDER, ROLL CALL C. Kent Conine
CERTIFICATION OF QUORUM Chair of Committee

PUBLIC COMMENT

The Committee will solicit Public Comment at the beginning of the meeting and will also provide
for Public Comment on each agenda item after the presentation made by the department staff
and motions made by the Board.

ACTION ITEMS

Item 1 Presentation, Discussion and Possible Approval of Board Policy on
Intergenerational Multifamily Housing

ltem 2 Request to Amend Loan Terms to Award of $170,000 in Housing Trust Fund
Rental Development Program Funds Awarded in July 2005 for #05257 Costa
Tarragona Apartments

Item 3 Request to Waive §53.58(b)(2)(B) of the 2005 HOME Program Rules relating
to Processing of Open Cycle Applications for Ennis Senior Estates

Item 4 Discussion, Review and Approval of:
a) Repeal of Existing Home Rules - Title 10 Texas Administrative Code
Part 1, Chapter 53
b) Publication in The Texas Register of Final 2006 HOME Rules —Title 10
Texas Administrative Code Part 1, Chapter 53

ADJOURN C. Kent Conine

To access this agenda and details on each agenda item in the board book, please visit our
website at www.tdhca.state.tx.us or Contact Susan Woods, TDHCA, 221 East 11" Street
Austin, Texas 78701, 512-475-3934 and request the information.

Individuals who require auxiliary aids, services or sign language interpreters for this meeting should contact
Gina Esteves, ADA Responsible Employee at 512-475-3943 or Relay Texas at
1-800-735-2989 at least two days before the meeting so that appropriate arrangements can be made.

Non-English speaking individuals who require interpreters for this meeting should contact Susan Woods,
512-475-3934 at least three days before the meeting so that appropriate arrangements can be made.
Personas que hablan espariol y requieren un intérprete, favor de llamar a Jorge Reyes al siguiente numero
(512) 475-4577 por lo menos tres dias antes de la junta para hacer los preparativos apropiados.
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BOARD MEETING

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
1100 Congress Avenue
Capitol Extension Room E1.012
Austin, Texas 78701

Wednesday, February 15,2006 11:30am
AGENDA

CALL TO ORDER, ROLL CALL Elizabeth Anderson
CERTIFICATION OF QUORUM Chair of Board

PUBLIC COMMENT

The Board will solicit Public Comment at the beginning of the meeting and will also provide
for Public Comment on each agenda item after the presentation made by the department
staff and motions made by the Board.

Recognition of Edwina P. Carrington, Executive Director

The Board of the Texas Department of Housing and Community Affairs will meet to consider
and possibly act on the following:

ACTION ITEMS
Iltem 1 Presentation, Discussion and Possible Approval of Minutes of the Board Meeting
of January 18, 2006

Iltem 2 Presentation, Discussion and Possible Approval of Housing Tax Credit Items: Elizabeth Anderson
a) Housing Tax Credit Amendments

03247 Las Brisas, Alamo, Hidalgo

04003 Villas on Sixth Street, Austin, Travis
04200 Alvin Manor Estates, Alvin, Brazoria
04203 Alvin Manor, Alvin, Brazoria

02019 Yale Village, Houston, Harris

02020 Kings Row, Houston, Harris

02021 Continental Terrace, Fort Worth, Tarrant
02022 Castle Gardens, Lubbock, Lubbock

b) Housing Tax Credit Extensions for Commencement of Substantial Construction

04275 Bahia Palms, Laguna Vista, Cameron
04287 Vista Hermosa, Eagle Pass, Maverick
04288 Briarwood, Kaufman, Kaufman

04295 La Mirage Villas, Perryton, Ochiltree

C) Issuance of Determination Notices on Tax-Exempt Bond Transactions with Other Issuers

05444 Villas at Bethel, Houston, Texas
Houston HFC is the Issuer
Recommended Credit Amount of $630,677

05449 Arbor Court, Houston, Texas
Harris County HFC is the Issuer
Recommended Credit Amount of $350,478

05451 North Oaks Apartments, Houston, Texas
Houston HFC is the Issuer



d)
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Recommended Credit Amount of $469,359

05445 Bayview Apartments, Baytown, Texas
Harris County HFC is the Issuer
Recommended Credit Amount of $887,593

05452 Lindberg Parc Senior Apartments, Fort Worth, Texas
Tarrant County HFC is the Issuer
Recommended Credit Amount of at least $756,908

Potential Appeal of Ineligibility for Four Percent Housing
Tax Credit Applications:

Sea Breeze Seniors, LP, TDHCA #060405

Iltem 3 Presentation, Discussion and Possible Approval of Multifamily Private Activity Bond Program:

ltem 4

a)

b)

Proposed Issuance of Multi-Family Mortgage Revenue Bonds and
Four Percent (4%) Housing Tax Credits with TDHCA as the Issuer For:

05619 The Oakmoor, Houston, Texas
in an Amount Not to Exceed $14,635,000. and Issuance of a Determination
Notice (Recommended Credit Amount of $765,655)

05629 Village Park Apartments, Houston, Texas
in an Amount Not to Exceed $13,660,000. and Issuance of a Determination
Notice (Recommended Credit Amount of $574,490)

Inducement Resolution Declaring Intent to Issue Multifamily Housing
Mortgage Revenue Bonds for Developments Throughout the State of
Texas and Authorizing the Filing of Related Applications for the
Allocation of Private Activity Bonds with the Texas Bond Review Board
for Program Year 2006:

2006-010, Meadowlands Apartments, Houston, Texas
Presentation, Discussion and Possible Approval of Senior

Managing and Co-Managing Underwriting Firms for the Multifamily
Mortgage Revenue Bond Transactions

Report from Programs Committee: C. Kent Conine

a)

b)

c)

d)

Presentation, Discussion and Possible Approval of Board Policy on
Intergenerational Multifamily Housing

Request to Amend Loan Terms to Award of $170,000 in Housing Trust Fund
Rental Development Program Funds Awarded in July 2005 for #05257 Costa
Tarragona Apartments

Request to Waive §53.58(b)(2)(B) of the 2005 HOME Program Rules Relating
to Processing of Open Cycle Applications for Ennis Senior Estates

Discussion, Review and Approval of:
i) Repeal of Existing Home Rules - Title 10 Texas Administrative Code
Part 1, Chapter 53
i)  Publication in The Texas Register of Final 2006 HOME Rules —Title 10
Texas Administrative Code Part 1, Chapter 53

Item 5 First Quarter Investment Report Vidal Gonzales
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Iltem 6 Discussion of Possible TDHCA Activities regarding the Announcement of
$74,523,000 in Community Development Block Grant (CDBG) Funds
Provided under HR 2863 through HUD for Disaster Assistance to Texas
for Areas Impacted by Hurricanes
Iltem 7 Request from the Texas State Affordable Housing Corporation (the “Corporation”)
for forgiveness of a $500,000 loan to the Corporation so the Corporation may use
the money to provide a gap-financing loan for the rehabilitation, reconstruction
or replacement new construction of multifamily complexes in any county designated
by the Governor to be a hurricane-affected county of the state (excluding Harris
County) or to provide down payment assistance for the Professional Educators
Home Loan Program and/or the Fire Fighter and Law Enforcement or Security Officer
Home Loan Program.
EXECUTIVE SESSION Elizabeth Anderson
a) The Board may go into executive session (close its meeting to the public)
on any agenda item if appropriate and authorized by the Open Meetings Act,
Texas Government Code, Chapter 551
b) The Board may go into executive session Pursuant to Texas Government
Code §551.074 for the purposes of discussing personnel matters including
to deliberate the appointment, employment, evaluation, reassignment,
duties, discipline or dismissal of a public officer or employee.
1. Discussion and Potential Recommendation for Salary of Acting
Executive Director — William “Bill” Dally
2. Any Other Matter to Come Before the Board
c) Consultation with Attorney Pursuant to §551.071, Texas Government Code:
1. With Respect to pending litigation styled Hyperion, et al v. TDHCA,
Filed in State Court
2. With Respect to pending litigation styled TP SENIORS II, LTD. V. TDHCA
Filed in State Court
3. With Respect to pending litigation styled Gary Traylor, et al v. TDHCA,
Filed in Travis County District Court
4. With Respect to pending litigation styled Dever v. TDHCA Filed in Federal Court
5. With Respect to pending litigation styled Ballard v. TDHCA and the State of Texas
Filed in Federal Court
6. With Respect to Any Other Pending Litigation Filed Since the Last Board Meeting
OPEN SESSION Elizabeth Anderson

Action in Open Session on ltems Discussed in Executive Session

REPORT ITEMS
Executive Director's Report

TDHCA Outreach Activities, January, 2006

Results of TDHCA Survey of Organizational Excellence

Agency Marketing/Communications Plan

TDHCA Presentation on Service-Oriented Architecture at the Government
Technology Conference

5. Briefing on Use of Board Consent Agenda

PO
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ADJOURN Elizabeth Anderson

To access this agenda & details on each agenda item in the board book, please visit our website at www.tdhca.state.tx.us or contact Susan
Woods, TDHCA, 221 East 1 1" Street, Austin, Texas 78701, 512-475-3934 and request the information.

Individuals who require auxiliary aids, services or sign language interpreters for this meeting should contact Gina Esteves, ADA Responsible
Employee, at 512-475-3943 or Relay Texas at 1-800-735-2989 at least two days before the meeting so that appropriate arrangements can be
made.

Non-English speaking individuals who require interpreters for this meeting should contact Susan Woods,

512-475-3934 at least three days before the meeting so that appropriate arrangements can be made.

Personas que hablan espafiol y requieren un intérprete, favor de llamar a Jorge Reyes al siguiente nimero
(512) 475-4577 por lo menos tres dias antes de la junta para hacer los preparativos apropiados.




EXECUTIVE OFFICE - BOARD

BOARD ACTION REQUEST
February 15, 2006

Action Item

Summary of Board Minutes for January 18, 2006,

Required Action

Review minutes of the January 18, 2006 Board Meeting and make any necessary corrections.

Background

The Board is required to keep minutes of each of their meetings.

Recommendation

Staff recommends approval of minutes with any requested corrections.

tofl




BOARD MEETING

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
1100 Congress Avenue, Capitol Extension Room E1.012
Austin, Texas 78701

Wednesday, January 18, 2006: 10:00 AM

SUMMARY OF MINUTES

CALL TO ORDER, ROLL CALL

CERTIFICATION OF QUORUM
The Board Meeting of the Texas Department of Housing and Community Affairs of January 18, 2006
was called to order by the Chair of the Board Elizabeth Anderson at 10:16 a.m. |t was held at 1100
Congress Avenue, Capitol Extension Room E1.012, Austin, Texas 78701. Roll call certified a quorum
was present,

Members present:
Elizabeth Anderson — Chair
C. Kent Conine -- Vice Chair
The Honorable Norberto Salinas -~ Member
Patrick Gordon — Member
Shad Bogany — Member
Member absent:
Vidal Gonzalez — Member

Staff of the Texas Department of Housing and Community Affairs were also present.

PUBLIC COMMENT
Ms. Anderson called for public comment and the following either gave comments at this time or
preferred to wait until the agenda item was presented:
Steven A. Carriker, Executive Director, Texas Assn. of Community Development Corps. invited the
Board and department to attend their conference in San Antonio on March 6-8, 2006.
W. Barry Kahn, Houston developer, provided testimony (and a 4 page handout) concerning the
number of outstanding vouchers in Houston. He suggested that the Federal help may need to be
transferred from FEMA to HUD, asking the department to work with the Governor's office to develop a
task force to evaluate the issues.
Kelly Hunt, Director, Rural Rental Housing Assn, introduced herself as the new Director of RRHA.
Cloy Richards, City Administrator, City of West Tawakoni, provided testimony concerning the HOME
program and proposed a few HOME rule changes, supporting the two year funding cycle, and asking,
in part, the department to consider a 420,000 grant raise in order to fund 7 houses.
Verna Rutherford, President, Port Arthur Chamber of Commerce, provided testimony concerning the
housing shortage in the area. She testified that the damaged property needs repair and new housing
also needs to be built.
The Honorable Carl R. Griffith, Jr., Jefferson County Judge, provided testimony concerning the
devastation left by the hurricanes in the area and about communities that were wiped out, creating a
desperate need for housing.
Donna Chatham, Assn, of Rural Communities in Texas, provided testimony concerning the HOME
program and the affect that the rules are having on rural Texas.
Ava Goldman, V.P. Michaels Development Co,, provided testimony regarding their four
developments.
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Alison George, Michaels Development Co., provided testimony regarding the four developments that
they accepted from Century Pacific to turn around. She reported that the rehab is fully complete.
She requested careful consideration of the amendments that will go before the board.

The Board of the Texas Department of Housing and Community Affairs met to consider and possibly
act on the following:

ACTION ITEMS

AGENDA |TEM B(b)
b) Presentation and Discussion of Audit Results from the Deloitte, CPAs, FYE 8/31/05

Reports:

» Communications with Audit Committee Letter

» Opinion Audit on FY 2005 Basic Financial Statements

» Opinicn Audit on FY 2005 Revenue Bond Program Financial Statements

« Opinion Audit on FY 2005 Computation of Unencumbered Fund Balances

* Report to Management (Management Letter)
Tracie Guidry, Sr. Manager with Deloitte, reported that the audit for '05 fiscal year is complete.
She provided the beard with a summary of the report findings, reporting that it was a clean
audit.

AGENDA ITEM 2(C)
¢) Policy for Allocation of $3,500,000 in Housing Tax Credit Ceiling authorized under the Gulf

Opportunity Zone Act of 2005. HB 4440 signed into law by the President on December 21,

2005.
Senator Tommy Williams, provided testimony.
Representative Joseph D. Deshotel, District 22, provided testimony regarding the allocation
funds to the counties who fought for it in Washington.
Representative Allan Ritter, provided testimony.
Senator Kyle Janek, Senate District 17, provided testimony.
Mark Viator, Chairman — Manager of Public and Gavernment Affairs for BASF Corp. Chairman,
Hurricane Rita Recovery Steering Committee, provided testimony concerning the need in the
area and the issues with insurance companies. He asked the steering committee to partner
with them, to utilize the 3.5 billion tax credit for the affected areas, and to increase the $2 million
cap for developers.
Ike Akbari, ltex Properties, LLC, provided testimony.
Shawn Qubre, City Manager, City of Orange. provided testimony on the need in Orange county.
He testified that in this area, new housing would be needed fo meet the requirements of the new
codes and flood planes.

Motion made by Mr. Bogany to accept staffs recommendation, seconded by Mr. Salinas.
Motion made by Ms. Anderson to amend motion te say that the board is not voting on the full
staff recommendation, but on the allocation of $3.5 million of housing tax credits to 21
counties, seconded by Mr. Bogany. Motion as amended passed unanimously. At this point,
the Chair left the board meeting to attend another meeting and asked Mr. Conine to continue
discussion. Motion te table until after lunch made by Mr. Salinas, seconded by Mr. Bogany.
Motion to table passed unanimously.

EXECUTIVE SESSION
At 1:00 p.m. Mr. Conine convened the Executive Session. The Executive Session concluded at
1:38 p.m.

Page 2 of 6



a) The Board may go into executive session (close its meeting to the public) on any
agenda item if appropriate and authorized by the Open Meetings Act, Texas
Government Code, Chapter 551.

b) The Board may go into executive session Pursuant to Texas Government Code
§551.074 for the purposes of discussing personnel matters including to deliberate the
appointment, employment, evaluation, reassignment, duties, discipline or dismissal
of a public officer or employee.

c) Consultation with Attorney Pursuant to §551.071, Texas Government Code;

1.
2.

3.

4,

5.

With Respect to pending litigation styled Hyperion, et al v. TDHCA, Filed in State Court
With Respect to pending litigation styled TP SENIORS If, LTD. V. TDHCA, Filed in State
Court

With Respect to pending litigation styled Gary Traylor, ef af v. TDHCA, Filed in Travis
County District Court

With Respect to pending litigation styled Ballard v. TDHCA and the State of Texas, filed
pro se in Federal Court

With Respect to any other pending litigation filed since the last board meeting

OPEN SESSION
Mr. Conine reconvened Open Session at 1:38 p.m. and announced that no action had been taken
during the Executive Session and certified that the posted agenda was followed.

Chair continued Agenda ltem 2(c).
Antoinette M. “Toni" Jackson, tax credit counsel, provided testimony confirming that the City of

Beaumont is eligible to receive funding. Ms. Anderson directed staff to make sure that it is
included.
lke Akbari, Itex Properties, LLC, asked a question of the board concerning preapp points.

Motion made by Mr. Conine to approve staff's new recommendation to award two deals per
county containing highest number of damaged units, one rehab and one new construction,
seconded by Mr. Salinas. Motion as amended passed unanimously.

Mr. Patrick Gordon announced his resignation from the Board. Governor Perry appointed him as the
Rio Grande Compact Commissioner. This will be his last meeting.

AGENDA ITEM 1

Presentation, Discussion and Possible Approval of Minutes of the Board Meeting of December

14, 2005

Motion made by Mr. Conine for approval of minutes as presented; Mr. Bogany seconded ihe
motion. Motion passed unanimously.

AGENDA ITEM 2

Presentation, Discussion and Possible Approval of Housing Tax Credit Items:
a) Housing Tax Credit Amendments

04036

03001

03236

Villa del Sol Apartments, Brownsville, Cameron
Motion made by Mr. Bogany to approve, seconded hy Mr. Conine. Passed
unanimously, ‘

Heritage Pointe, Austin, Travis
Motion made by Mr. Conine to approve, seconded by Mr. Bogany. Passed
unanimously.

Little York Villas Apartments, Houston, Harris
Motion made by Mr. Bogany to approve, seconded by Mr. Conine. Passed
unanimously.
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b)

d)

f)

02414 Eagle's Landing Apartments, Austin, Texas
Motion made by Mr. Bogany to approve, seconded by Mr. Conine. Passed
unanimously.
Housing Tax Credit Extensions for Commencement of Substantial Construction
03152 Summit Senior Village, Gainesville, Cooke
Motion made by Mr. Conine to approve new deadline of December 5, 2005, seconded
by Mr. Bogany. Passed unanimously.
04145 Village at Meadowbend 1l, Temple, Bell
Motion made by Mr. Conine to approve new deadline of December 15, 2005,
seconded by Mr. Bogany. Passed unanimously.
04146 Casa Saldana, Mercedes, Hidalgo
Motion made by Mr. Conine to approve new deadline of December 15, 2005,
seconded by Mr, Bogany. Passed unanimously.
Policy for Allocation of $3,500,000 in Housing Tax Credit Ceiling authorized under the Gulf
Opportunity Zone Act of 2005. HB 4440 signed into law by the President on December 21,
2005,
Moved to earlier in the agenda.
Housing Tax Credit Program Rules: Adoption of Proposed Amendment to Title 10, Part 1,
Chapter 50, 2006 Housing Tax Credit Program Qualified Allocation Plan and Rules,
§50.9(i)(6), regarding the Level of Community Support from State Elected Officials
Motion made by Mr. Conine to approve, seconded by Mr. Bogany. Passed unanimously.
Approval of Waivers of §49.9(f)(8)(B) of the 2005 QAP relating to Signage Notification for
Local Issuer Applications: Artisan at Military, #05448 and Heather Glen Apartments, 05443
Motion made by Mr. Bogany to approve staff recommendation, seconded by Mr. Conine.
Passed unanimously.
Anthony R. Bertucci, Heather Glen Apts., provided testimony explaining the missed deadline.
Ryan Wilson, ARDC Military, Ltd., provided testimony.
Issuance of Determination Notlces on Tax-Exempt Bond Transactions with Other Issuers:
056427 Portranco Plaza, San Antonio, Texas
8an Antonio HRC is the Issuer
Recommended Credit Amount of $714,763
Motion made by Mr. Bogany to approve staff recommendation, seconded by Mr. Conine.
Passed unanimously.

AGENDA ITEM 3
Presentation, Discussion and Possible Approval of Multifamily Private Activity Bond Program:

a)

Proposed Issuance of Multi-Family Mortgage Revenue Bonds and Four Percent {4%)
Housing Tax Credits with TDHCA as the Issuer For:
05624 Harris Branch Apartments, Austin, Texas
In an Amount Not to Exceed $15,000,000 and Issuance of a Determination Notice
Recommended Credit Amount of $755,550
Motion made by Mr. Conine to approve staff recommendation of Resolution #06002, seconded
by Mr. Bogany. Passed unanimously.
Inducement Resolution Declaring Intent to Issue Multifamily Housing Mortgage Revenue
Bonds for Developments Throughout the State of Texas and Authorizing the Filing of
Related Applications for the Allocation of Private Activity Bonds with the Texas Bond
Review Board for Program Year 2006:
02006-009, The Residences at Sunset Pointe, Fort Worth, Texas
Meotion made by Mr. Conine to approve staff recommendation of Resolution #06001, seconded
by Mr. Bogany. Passed unanimously.
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AGENDA ITEM 4

Approval Issuing a Request for Qualifications for Financial Advisors from Firms Interested In
Providing Financial Advisory Services for One or More of TDHCA’'s Single Family and
Multifamily Mortgage Revenue Bond New Issues and/or Refundings

Gary Machak, RBC Dain Rauscher, provided testimony and recommended a review of the RFP
that is used.

Motion made by Ms. Anderson to table, seconded by Mr. Conine. Motion to table passed
unanimously.

AGENDA ITEM &
Presentation, Discussion and Possible Approval of Programmatic Items:
a) Approval of Waiver of Integrated Housing Rule, 10 TAC §1.15, for the Canal Street
Apartments
Motion made by Mr. Begany o approve, seconded by Mr. Conine. Passed unanimously.
b) Discussion and Approval of Texas Bootstrap L.oan Program Recommendations

Motion made by Mr. Bogany to approve all 17 awards, seconded by Mr. Conine. Passed
unanimously.

AGENDA |TEM 6

Presentation, Discussion and Possible Approval of ltems from Audit Committee:

a) Current Year's Goals and Prior Year's Achievements for RP36 (TDHCA Risk Management
Program)
David Gaines provided report to the board. No action taken.

b) Presentation and Discussion of Audit Results from the Deloitte, CPAs, FYE 8/31/05
Reports:
Moved to earlier in agenda.

c) Status of Central Database
David Gaines provided report to the board. No action taken.

d) Status of Prior Audit Issues
David Gaines provided report to the board. No action taken.

e} Status of Internal/External Audits
David Gaines provided report to the board. No action taken.

AGENDA [TEM 7
Review, Discussion and Possible Action on Litigation Matters Concerning TP Seniors v.
TDHCA, Filed in state court in Travis County, Texas
Withdrawn from consideration, at Plaintiff's request..

AGENDA ITEM B

Presentation, Discussion, and Possible Approval of ltems Related to the Position of Executive

Director Including:

a) Formal Acceptance of Resignation of Current Executive Director
Ms. Carrington read her resignation letter into the record. Motion to accept resignation made by
Mr. Conine, seconded by Mayor Salinas. Passed unanimously.

b) Job Description for the Executive Director's Duties and Functions
Motion made by Mr. Bogany to accept the requirements as drafted and posted, seconded by Mr.
Gordon. Passed unanimously.

c) Process to be Used for Hiring an Executive Director
Discussion by the board lead to a decision for a February 28" application deadline, posting the
job description in 2 manner as was done in the past, as well as trade associations, Work In
Texas job site, public housing authorities, and local finance housing agencies. Motion made by
Mr. Conine to approve plan, seconded by Mr. Bogany. Passed unanimously.

d) Appointment of Interim Executive Director during Transition Period
Motion made by Mr. Conine to appoint Bill Dally as Interim Executive Director during the
transition period, seconded by Mr. Bagany. Passed unanimously.
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AGENDA ITEM 9
Discussion of Proposed Disaster Relief Strategies
Ms. Carrington provided report to the board. No action taken.

AGENDA ITEM 10
Request and Approval for TDHCA to be the Sponsoring Agency for Texas Association of
Realtors Housing Opportunity Fund License Plate Program
Motion by Mr. Bogany to approve, seconded by Mr. Conine. Passed unanimously.

AGENDA |TEM 11
Review and Approval of Purchase of HAPPY Housing Pro Software for the Department’s
Section 8 Program
Motion by Mr. Bogany to approve, seconded by Mr. Conine. Passed unanimously.

REPORT ITEMS

Executive Director’s Report

1) TDHCA OQutreach Activities, November and December, 2005
No action taken.

2) Information on Occupancy of Tax Credit Units Set Aside for Persons with Disabilities
No action taken.

3) Quarterly Transfer Report for Department-Financed Multifamily Properties
No action taken.

4} Provision of 4% Application Process for Reissuance of Reservations
No action taken.

ADJOURN
Since there was no other business to come before the Board, the meeting was adjourned at 3:30 p.m.

Mr. Kevin Hamby
Board Secretary

NOTE:
For a full transcript of this meeting, please see the TDHCA website at: www. TDHCA .state.ix.us
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MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item
Requests for amendments involving material changes to Housing Tax Credit (HTC) applications.

Requested Action

Approve or deny the requests for amendments.

Background and Recommendations

§2306.6712, Texas Government Code, classifies some changes as “material alterations” that must be
approved by the Board. The requests presented below include material alterations. Pertinent facts about
the developments requesting approval are summarized below. The recommendation of staff is included at
the end of each write-up.

Las Brisas, HT'C No. 03247

Summary of Request: Owner requests approval to change the number of buildings in the development.
Owner affirmed that the number of buildings was the only change in the development. The number of
units, unit mix and unit sizes did not change. The change resulted from interaction with the Unites States
Department of Agriculture Rural Development Program (USDA-RD) in designing an acceptable site plan.

The requested modifications would not materially alter the development in a negative manner and would
not have adversely affected the selection of the application for an allocation.

Governing Law:

Owner:

General Partner:
Developers:
Principals/Interested Parties:
Syndicator:

Construction Lender:

Permanent Lender:
Other Funding:
City/County:
Set-Aside:

Type of Area:

Type of Development:
Population Served:
Units:

2003 Allocation:
Allocation per HTC Unit:
Prior Board Actions:

Underwriting Reevaluation:

§2306.6712, Texas Government Code. A significant modification of the
site plan is a material alteration under the code.

HVM Alamo II, Ltd.

HVM Housing, LLC

Dennis Hoover

Dennis Hoover, Dixie Farmer, Danna Hoover

Raymond James Tax Credit Funds, Inc.

BHHH, Inc. (John W. Hoover, President; Danna Hoover, Vice President;
Dennis Hoover, Secretary/Treasurer)

USDA-RD

NA

Alamo/Hidalgo

Elderly Population

Rural

New Construction

Elderly Population

26 HTC units

$45,890

$1,765

7/28/04 - Approved award of tax credits

Commencement of construction extended from 1/1/05 to 2/1/06

The Real Estate Analysis Division stated that reducing the number of
buildings would slightly decrease the costs but general construction cost
increases since the original allocation should absorb that difference.
Therefore, the request is recommended for approval subject to receipt,
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Staff Recommendation:

review and acceptance of the cost certification with respect to the issues
that might arise from the changes under discussion.

Staff recommends approving the request because the requested
modification would not materially alter the development in a negative

manner and would not have adversely affected the selection of the
application in the application round.
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Villas on Sixth Street, HT'C No. 04003, a forward commitment, formerly No. 03160

Summary of Request: Owner requests approval to change the site plan. The request must be made because
the City of Austin required that the locations and configurations of certain buildings be changed. The
changes that the city required resulted in a site plan of equivalent utility and insignificant changes in
building and unit configurations and in unit sizes. The net rentable area changed from 143,998 to 144,882
square feet, an increase of 0.6%. No individual unit size decreased by more than 0.007%. Twelve of 46
one bedroom units increased from 736 to 756 square feet, a 2.7% increase, and 22 of 42 two bedroom
units increased from 901 to 917 square feet, a 1.8% increase. Other increases were negligible, with none
being greater than 0.008%.

In addition to the changes noted above, the utility allowances changed because water to the units will be
individually metered and billed. This change will allow the tenants to have direct control over their
expenditures.

The changes were not reasonably foreseeable by the applicant. The requested modifications would not
materially alter the development in a negative manner and would not have adversely affected the selection
of the application for an allocation.

§2306.6712, Texas Government Code. A significant modification of the
site plan is a material alteration under the code.

Governing Law:

Owner: Villas on Sixth Housing Associates, LP
General Partner: Villas on Sixth Nonprofit Corporation
Developers: Campbell-Hogue and Associates TX and Austin Housing Finance

Corporation

David Rae (Campbell-Hogue), Martin Gonzalez (Austin HFC)
MuniMae Midland Equity Corporation

MuniMae Midland Group Trust

MuniMae Midland Group Trust

Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding: Austin Housing Finance Corporation HOME funds (Austin HFC will apply
$500,000 in HOME funds to purchase the land that it will then lease to the
development)

City/County: Austin/Travis

Set-Aside: General Population

Type of Area: Urban

Type of Development:
Population Served:

Units:

2004 Allocation:
Allocation per HTC Unit:
Prior Board Actions:
Underwriting Reevaluation:

Staff Recommendation:

New Construction

General Population

136 HTC units and 24 market rate units

$1,072,039

$7,883

7/30/03 - Approved award of tax credits.

Architectural plans needed to re-evaluate the development costs have not
been provided but are required as part of the cost certification package.
The Real Estate Analysis Division will complete its re-evaluation of the
development upon the receipt of the cost certification package. It is likely
however that the credit recommendation would not decrease since the
overall net rentable square footage did not decrease.

Staff recommends approving the request because the requested
modification would not materially alter the development in a negative
manner and would not have adversely affected the selection of the
application in the application round.
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Alvin Manor Estates, HTC No. 04200
Alvin Manor, HTC No. 04203

Summary of Request: Owner requests approval to reduce the development’s land area and to change the
unit and building configuration. After providing a letter for the application stating that there was no
zoning, the City of Alvin informed the owner that a local ordinance prohibited building an apartment
complex within 300 feet of a single family residence unless the new complex would also be within 300
feet of another complex. A residential building existed apparently within 300 feet of the proposed
development. The development owner informed the city that the building appeared to be a triplex but
several months later, the city informed the developer that the building was deemed to be a single family
residence within the meaning of the ordinance.

To satisfy the ordinance, the owner proposes to use land from the subject development for a commercial
development that will create the necessary 300 foot buffer between the subject and the single family
residence. The necessary reduction in the land area calls for associated changes in the site plan, building
plans and unit plans. Besides the reduction in land area, the primary change would be that eight one-story
and twenty-eight two-story units would replace the 36 one-story units that were originally proposed. The
number of units, unit mix and rent restrictions would remain the same.

The change was not reasonably foreseeable by the applicant. The requested modifications would not
materially alter the development in a negative manner and would not have adversely affected the selection
of the application for an allocation.

§2306.6712, Texas Government Code. A significant modification of the
site plan is a material alteration under the code.

Alvin Manor Estates, Ltd. and Alvin Manor, Ltd.

Alvin Manor Estates Management, LLC; Alvin Manor Estates
Construction, LLC and Alvin Manor Management, LLC; Alvin Manor
Construction, LLC

Governing Law:

Owners:
General Partners:

Developers: Artisan/American Corporation

Principals/Interested Parties: Elizabeth and Vernon Young

Syndicator: PNC Multifamily

Construction Lender: PNC Bank

Permanent Lender: PNC Bank

Other Funding: NA

City/County: Alvin/Brazoria

Set-Aside: General Population

Type of Area: Exurban

Type of Development: New Construction

Population Served: General Population

Units: 28 HTC units and 8 market rate units

Alvin Manor Allocation: Alvin Manor Estates $251,662, Alvin Manor $149,382
Allocation per HTC Unit: Alvin Manor Estates $8,988 and Alvin Manor $5,335

Prior Board Actions:

Underwriting Reevaluation:

7/28/04 - Approved award of tax credits
Commencement of construction extended from 1/1/05 to 2/1/06
To be determined.

Staff Recommendation: Staff recommends approving the request because the requested
modification would not materially alter the development in a negative
manner and would not have adversely affected the selection of the

application in the application round.
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Summary of the Common Circumstances of Four Amendment Requests that Follow

The four developments affected are:

Yale Village HTC No. 02019 Houston
Kings Row HTC No. 02020 Houston
Continental Terrace @ HTC No. 02021 Fort Worth
Castle Garden HTC No. 02022 Lubbock

Special Circumstances: In association with settling litigation over the Department’s termination of four
applications from Century Pacific Equity Corporation (CP), the Department approved The Michaels
Development Company (Michaels) to purchase the four subject properties. Michaels’ action was of
benefit to the Department but the Department has discovered no written assurances that Michaels would
be granted any special consideration in stepping into the shoes of the original applicant. Michaels had
never participated in the tax credit program in Texas before the subject purchases and Michaels’
inspections of the subject properties and review of the application, rules and procedures, and timelines
were conducted under a compressed schedule.

Summary of the Requests: The owner requests approval for changes in the developments from the
features proposed in the work write-up by Michaels as part of the settlement. The requested changes in the
development include such things as: full perimeter fencing with access gates, community building with
access for all tenants, playground and equipment, kitchen package substituted for lighting package not
complete, vinyl flooring instead of carpeting and ceiling fans in living area and all bedrooms. All four
developments are “Preservation” developments that were awarded allocations in the “At-Risk” set-aside.
All four would have received allocations regardless of score. All were financed by construction and
permanent loans that were insured by the U.S. Department of Housing and Urban Development (HUD).
In connection with their financing, during construction and at completion all were inspected and cleared
for draws and closing by certified FHA inspectors.

Increases in Cost from the Original Application as Confirmed by CPA Audit

Total Tax Credits (Actual vs.
Original Application Development Construction Eligible Increase Justified by
(Century Pacific) Cost Cost Basis Increased Costs)
Yale Village $13,297,151 $ 4,165,033 $ 6,534,941 $ 552,202
Kings Row $10,728,043 $ 3,473,066 $ 5,526,472 $ 466,987
Continental Terrace $10,196,088 $ 4,162,115 $ 5,040,595 $ 425,930
Castle Garden $ 6,992,445 $ 2,536,449 $ 3,947,598 $ 333,572
Totals $41,213,727 $14,336,663 $21,049,606 $1,778,691
Cost Certification
Yale Village $16,376,534 $ 6,318,532 $11,041,932 $ 887,771
Kings Row $12,522,198 $ 4,772,405 $ 7,785,405 $ 625,947
Continental Terrace $11,474,926 $ 4,775,293 $ 6,189,353 $ 498,243
Castle Garden $ 8,843,958 $ 3,798,466 $ 6,415,848 $ 513,268
Totals $49,217,616 $19,664,696 $31,432,538 $2,525,229
Total Excess of Actual
Costs in
Cost Certifications Over
Estimates in Applications  $8,003,889 $5,328,033 $10,382,932 $746,538
Percentage Increases 19% 37% 49% 42%
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The following table shows the rehabilitation write-up that was sent to the Department in February 2003,
architectural certifications sent to the Department by Michaels dated May 28, 2003 and what was
submitted to the Department at Cost Certification. The Department does not have a settlement agreement
with Michaels therefore the information is limited to what was submitted by Michaels.

Cost
Yale Village February May Certification
Play/Rec Equipment Yes Yes Yes
Multi-purpose Room Yes Yes Yes
Flooring Yes Not Sure
Ceiling Fans Yes Yes Not Sure
Oven/Refrig/Disp Yes
Roofing Yes (20 Replaced) Not Sure
On-Site Daycare Yes
Computer/Internet Yes
Mini Blinds Yes Yes
Fence/Gate No No
Oven/Refrig/Disp/Micro/Dish Yes Not Sure
Kings Row
Play/Rec Equipment Yes No
Multi-purpose Room Yes Yes Not Sure
Flooring Yes Not Sure
Ceiling Fans Yes Yes Not Sure
Oven/Refrig/Disp Yes Not Sure
Roofing Yes Not Sure
Mini Blinds Yes Yes Yes
Fence/Gate Yes No No
Oven/Refrig/Disp/Micro/Dish Yes
Castle Gardens
Play/Rec Equipment Yes No No
Multi-purpose Room Yes No No
Flooring Yes Not Sure
Ceiling Fans Yes Living Only Not Sure
Oven/Refrig/Disp Yes Not Sure
Roofing Yes Not Sure
Fence/Gate Yes No No
Oven/Refrig/Disp/Micro/Dish Yes
Continental Terrace
Play/Rec Equipment Yes Yes Yes
Multi-purpose Room Yes Yes
Flooring Yes Not Sure
Ceiling Fans Yes Yes Not Sure
Oven/Refrig/Disp Yes Not Sure
Mini Blinds Yes Yes
Fence/Gate Yes No No

Oven/Refrig/Disp/Micro/Dish Yes

Note: Yale Village does provide a community room, playground equipment, and daycare however these
menities are not available to ALL tenants.
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Yale Village, HTC No. 02019

Governing Law:

Owner:

General Partner:
Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:
Units:

2000 Allocation:
Allocation per HTC Unit:
Prior Board Actions:

Underwriting Reevaluation:

§2306.6712, Texas Government Code. A material alteration includes any
modification considered significant by the Board.

CP Yale LP

Yale Village-Michaels, L.L.C.

The Michaels Development Company

Michael J. Levitt

Boston Capital

GMAC Commercial Mortgage

GMAC Commercial Mortgage

NA

Houston/Harris

At-Risk

Urban

Acquisition/Rehabilitation

General Population

248 HTC units

$374,963

$1,512

Denied appeal of termination of application for material noncompliance on
6/24/02. (Not an agenda item. Recorded in minutes of 6/24/02 as published
in Board Book of 10/10/02.) (pre-settlement appeal)

Construction Loan Closing extended from 6/13/02 to 10/31/03 (pre-
settlement extension)

Construction Loan Closing extended from 10/31/03 to 1/30/04 (post
settlement extension)

Commencement of Construction extended from 11/14/03 to 12/31/03 (post
settlement extension)

Commencement of Construction extended from 12/31/03 to 3/31/04 (post
settlement extension)

The cost certification indicates that the original allocation will not be
reduced.
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Kings Row, HTC No. 02020

Governing Law:

Owner:

General Partner:
Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:
Units:

2000 Allocation:
Allocation per HTC Unit:
Prior Board Actions:

Underwriting Reevaluation:

§2306.6712, Texas Government Code. A material alteration includes any
modification considered significant by the Board.

CP Kings LP

Kings Row-Michaels, L.L.C.

The Michaels Development Company

Michael J. Levitt

Boston Capital

GMAC Commercial Mortgage

GMAC Commercial Mortgage

NA

Houston/Harris

At-Risk

Urban

Acquisition/Rehabilitation

General Population

180 HTC units

$466,434

$2,591

Denied appeal of termination of application for material noncompliance on
6/24/02. (Not an agenda item. Recorded in minutes of 6/24/02 as published
in Board Book of 10/10/02.) (pre-settlement appeal)

Construction Loan Closing extended from 6/13/02 to 10/31/03 (pre-
settlement extension)

Construction Loan Closing extended from 10/31/03 to 1/30/04 (post
settlement extension)

Commencement of Construction extended from 11/14/03 to 12/31/03 (post
settlement extension)

Commencement of Construction extended from 12/31/03 to 3/31/04 (post
settlement extension)4

The cost certification indicates that the original allocation will not be
reduced.

Page 8 of 10



Continental Terrace, HTC No. 02021

Governing Law:

Owner:

General Partner:
Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:
Units:

2000 Allocation:
Allocation per HTC Unit:
Prior Board Actions:

Underwriting Reevaluation:

§2306.6712, Texas Government Code. A material alteration includes any
modification considered significant by the Board.

CP Continental LP

Continental Terrace-Michaels, L.L.C.

The Michaels Development Company

Michael J. Levitt

Boston Capital

GMAC Commercial Mortgage

GMAC Commercial Mortgage

NA

Fort Worth/Tarrant

At-Risk

Urban

Acquisition/Rehabilitation

General Population

196 HTC units

$425,426

$2,171

Denied appeal of termination of application for material noncompliance on
6/24/02. (Not an agenda item. Recorded in minutes of 6/24/02 as published
in Board Book of 10/10/02.) (pre-settlement appeal)

Construction Loan Closing extended from 6/13/02 to 10/31/03 (pre-
settlement extension)

Construction Loan Closing extended from 10/31/03 to 1/30/04 (post
settlement extension)

Commencement of Construction extended from 11/14/03 to 12/31/03 (post
settlement extension)

Commencement of Construction extended from 12/31/03 to 3/31/04 (post
settlement extension)4

The cost certification indicates that the original allocation will not be
reduced.
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Castle Garden, HTC No. 02022

Governing Law:

Owner:

General Partner:
Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:
Units:

2000 Allocation:
Allocation per HTC Unit:
Prior Board Actions:

Underwriting Reevaluation:

Staff Summary Notes:

Staff Recommendation:

§2306.6712, Texas Government Code. A material alteration includes any
modification considered significant by the Board.

CP Castle LP

Castle Gardens-Michaels, L.L.C.

The Michaels Development Company

Michael J. Levitt

Boston Capital

GMAC Commercial Mortgage

GMAC Commercial Mortgage

NA

Lubbock/Lubbock

At-Risk

Urban

Acquisition/Rehabilitation

General Population

151 HTC units

$333,177

$2,206

Denied appeal of termination of application for material noncompliance on
6/24/02. (Not an agenda item. Recorded in minutes of 6/24/02 as published
in Board Book of 10/10/02.) (pre-settlement appeal)

Construction Loan Closing extended from 6/13/02 to 10/31/03 (pre-
settlement extension)

Construction Loan Closing extended from 10/31/03 to 1/30/04 (post
settlement extension)

Commencement of Construction extended from 11/14/03 to 12/31/03 (post
settlement extension)

Commencement of Construction extended from 12/31/03 to 3/31/04 (post
settlement extension)

The cost certification indicates that the original allocation will not be
reduced.

The Settlement Agreement was signed and agreed upon in June 2003
without a full determination from Michaels to the Department as to what
the complete rehabilitation would include.

While there are deviations between the settled work write-up and the
final product, staff believes the requirements were substantially
satisfied and staff recommends the Board approve the amendment
requests submitted by The Michaels Development Company, Inc. with
the following conditions: 1) The amenities on Yale Village be made
available to all tenants, and 2) receipt of a certification from Michaels
Development that the items identified in the “May” column on page six
of this summary, that are not clearly indicated as reflected in the cost
certification documentation, have indeed been provided for the
properties.
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REB03247  Rin_

January 10, 2006

Brooke Boston — Director

Multifamily Finance Production Division

Texas Department of Housing and Community Affairs
P.O. Box 13941

Austin, Texas 78701-2410

Re:  Application Amendment
HVM ALAMOTL, LTD.

Mrs. Boston,

T am writing you this letter as per requested by Ben Sheppard, and in accordance with the
requirements of an Application Amendment. The property/application to be amended is
the Las Brisas Apartments in Alamo, Texas, or HVM ALAMO II, LTD, TDHCA file #
03247.

The circumstances that lead up to the request for our amendment are as follows. Wendy
Quackenbush of Compliance had noted that Appendix A “Minimum Applicable Fraction
by Building” showed 5 buildings on site, and in our application, we had 6 buildings on
the site plan. There were several reasons why the change to the site plan was made, but
please note that neither square footage of the units, the unit mix, nor the number of actual
units committed to in the project was ever deviated from. In essence, the only thing that
changed was the number of buildings to be built and therein, the site-plan.

As I mentioned, there were several reason that this decision was arrived at. The first and
foremost reason is that at the time of application, we had contracted A&G Associates for
the architectural services. Between the time that we received allocation and the time
construction began, we had changed architects to W.S. Allen and Associates. A&G had
drawn four-plexes to be built, and had them widely scattered across the site. Our
construction foreman warned us that the possibility of a county imposed retainage pond
was going to be a problem if we were to use this site plan. As it were, the county did not
force us to build the drainage pond, but we felt it necessary to the site, and built it
anyways. Therefore, when we revised the site plan with W.S. Allen, we had less room 1o
build on, and opted to change the four-plexes to six-plexes in hopes of utilizing what
acreage we had left. Also by building the drainage pond, we were able to use the dirt that
was removed from the pond to build up the pads for the slabs, as well as fill for the
landscaping. This saved us quite a bit in site construction cost.

Visit us at; www.hamiltonvalley.com

F.O. BOX 190 » BURNET, TEXAS 78611 «(512) 756-6809 » FAX (512) 756-9885
E- mail: info@hamiltonvallev.com




HAMILTON VALLEY MANAGEMENT, INC.

Another issue of concern with the construction of the units was by the time we finally
began construction in November of 2004, the construction budget that we had proposed
was nearly obsolete. We projected the costs in late 2002, applied and submitted the
numbers in 2003, and did not begin construction until late 2004, almost a 2 year time gap.
With the usual 4% annual increase in construction costs, we were already out quite a bit
on the budget, but as Marshall & Swift will reflect, there was significantly more than an
8% increase in building costs between 2002 and 2004. This forced the construction |
company, bound by contract to build 28 units for a set amount, to look for ways to utilize
the funds. We reached a mutual agreement that by building four six-plexes instead of six
four-plexes, we could hopefully avoid a significant construction cost overrun. It should
be noted that USDA-Rural Development approved these changes, as evidenced by the
attached letters. Upon review of the project’s cost certification, you will note our cost still
went significantly over our construction budget. We feel strongly that had we not made
the adjustments that were made, the overrun of construction cost would have been
excessively more.

We would hope that you would find our reasons for the changes justified, and in no way a
negative impact upon the property. Therefore, we request that our request for Application
Amendment be approved.

Please find attached for your review correspondence between our office and USDA —
Rural Development, our office and your office, the old site plan that was submitted for
application, and the new site plan.

Should you have any questions regarding this or any other matter, please contact me at
your convenience.

Dennis Heever — Owner

HVM Housing, Llc.

President —

Hamilton Valley Management, Inc.
(512) 756-6809 ext. 12
dennishoover@hamiltonvalley.com

Visit us at: wiow.immiltonvntley.cont
P.O. BoX 190 » BURNET, TEXAS 78611 « (512) 756-6809 «» FAX (512) 756-2885
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HTC No. 04003

VIA OVERNIGHT DELIVERY
e =T IR )
Deceriber 19, 2005 pECEIvEY C AMPIBTEL L
ecember 19, 2
' AND ASSOCIATES, INC,
XYL,
Mr. Ben Sheppard Qfﬁs‘ i
Texas Department of Housing and Community Aff_airs L
LIHTC Program o . .

221 East 11" Street
Austin, TX 78701-5120

Re:  Villas on Sixth Housing Associates Limited Partnership
TDHCA # 04003 ' :

Dear Ben:

We are writing to request some changes to the application for the above referenced
project. While the changes outlined are not si gnificant to the overall operation and
development of the project, in an effort of full disclosure, we thought it was appropriate
that we submit a request for approval of the following changes:

i. the site plan has changed because of site plan requirements imposed by the City
of Austin during the design process. While unit types were moved around the site
to different buildings and some of the buildings were changed, the overall unit
mix of the property did not change. :

the size of some of the unit types were also modified ever so sli ghtly from the

original application again due to site plan changes imposed by the City. The sizes

are still well within the required limits for scoring purposes. '

3. the utility allowances have been changed to include the charges for water/sewer
that are metered and direct billed to the residents. There has been a corresponding
reduction in the utility expense associated with this change.

4. the structure of the transaction changed due to the requirements imposed by
TCAD in regards to the ad valorem tax exemption. The Austin Housing Finance
Corporation, as the statutory tax exempt entity, acquired the land directly and
applied the $500,000 of HOME funds that was originally planned as a second
mortgage toward the land purchase. The Partnership paid the AHFC the
difference required to purchase the land. In exchange, the Partnership has agreed
to make land lease payments in the amount of $28,131/year, which have been
included in the revised proforma enclosed. The amount of the land lease payment
was derived by estimating what the debt service would have been on the second
mortgage and as a result the impact to the operating cashflow of the project was
negligible. In addition, since the uses were reduced by the exact amount

2
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Mr. Ben Sheppard
December 19, 2005
Page 2 of 2

($500,000) of the reduction in sources ($500,000) the impact on the source and
use was negligible as well.
Pursuant to the instructions for application amendments, enclosed please find the
following revised schedules:

development cost schedule

rent schedule

utility allowance schedule

statement of annual operating expenses
summary sources and uses of funds
30-year rental housing operating proforma
modified financing plan

Revised site plan and unit plans

VVVVVVYY

Should you have any questions on the changes or any of the supplied supporting detail,
please let me know. Otherwise, kindly let us know if these changes are approved.

erely,

David G. Rae
Vice President/CFO

cc: Martin Gonzalez, AHFC



HTC No. 04200

LOCKE LIDDELL & SAPP wip

ATFORNEYS & COUNSELORS

100 CONGIIESS AVENUE (512) 305-4704
Suite 300 Fax: (512) 305-4800
Ausiin, Texas 78701-4042 AUSTIN ® DALLAS ® FTOUSTON » Nizw ORLEANS www.lockeliddell.com

Lirect Number: (512) 305-4707
email: ebast@iiockeliddell.com

December 29, 2005

Ms. Brooke Boston VIA HAND DELIVERY
Texas Department of Housing and Community Affairs
221 East 11" Street

Austin, Texas 78701 FrsCvEa)
Re:  Alvin Manor Estates, Ltd. {the "Partnership") DEC g ¢ 2005
Alvin Manor Estates project in Alvin, Texas (the "Project™) _
TDHCA File No. 04200 L3ATC

Dear Brooke:

Qur firm represents the Partnership. The Partnership respectfully requests TDHCA approval of a
change of site plan for the Project, as described helow.

Background. As you know, the Partnership has sought and received several extensions for the
commencement of substantial construction of the Project. These extensions were needed, in part,
because the City of Alvin was slow 1n issuing necessary building permits.

By way of background, the City of Alvin does not have a zoning ordinance that applies to the
site on which the Project will be developed. The City provided a "no zoning" letter for the Partnership's
tax credit application. Subsequently, the City identified a local ordinance stating that an apartment
complex could not be constructed within 300 feet of a single family residence, unless it is also located
within 300 feet of another apartment complex. The City was concerned that the Project would violate
this ordinance as proposed.

The Project is proposed for a site that is bordered on the south by State Highway 6. Across State
Highway 6 is a residential building. The Partnership believed that this residential building (the
"Neighboring Building") constituted a triplex and therefore met the definition of an "apartment
complex" under the local code. With that interpretation, the development of the Project would not
violate the city ordinance in question. The Partnership presented this interpretation to the City in early
July 2005 and believed that the matter had been settled. The Partnership received repeated assurances
from the City that the building permits were forthcoming. The Partnership received several explanations
for the delay in issuance of the building permits, including the fact that the City had no dedicated
personnel for review of permit requests and was relying upon outside consultants. Based on those
assurances, the Partnership sought extensions for the commencement of substantial construction from
TDHCA.

AUSTIN: 03308 1.00009: 335834v]



Ms. Brooke Boston
December 29, 2005
Page?2

Recently, the City of Alvin has advised the Partnership that it cannot issue building permits
because the proposed Project violates the City ordinance prohibiting construction within 300 feet of a
single family residence. The City asserts that the Neighboring Building is a single family residence, and
not an apartment complex, as the Partnership contended. This declaration by the City of Alvin came as
a surprise to the Partnership, for it thought this issue had been resolved last summer.

With this revelation, the Partnership engaged in extensive discussions with the City. It was
determined that the best course of action would be to transfer 150 feet of the Project's site bordering
State Highway 6 (the "Buffer Track") to a separate entity. The Buffer Track would be developed as a
commercial project, per the City's request, and would provide a continual right of way to the Project.
With the Buffer Track in place, the Project's boundaries would be more than 300 feet from the
Neighboring Building, and the City's ordinance would be satisfied.

The reduction of the Project's site by the Buffer Track will reduce the overall developable
acreage and therefore necessitates a revision of the Project's site plan.

The Request. The Partnership requests that TDHCA approve: (1) the reduction of the site for
the Project by the Buffer Track and (2) a change in the site plan from 36 single-story units to § single-
story units and 28 two-story units.

Please note the following about this request:

e This situation was not reasonably foreseeable by the Partnership at the time the
application was submitted. The City of Alvin provided a no zoning letter, and the dispute
about the application of the city ordinance only arose after the tax credits had been
awarded.

e Because the situation was not reasonably foreseeable by the Partnership, it was not
preventable.

o The requested change does not change: (A) the income levels of the tenants to be served;
(B) the unit mix; or (C) the square footage of the units.

e Even if the Partnership were to lose its pre-application points due to the reduction in
acreage by the Buffer Track, the Project would have received a competitive score in the
2004 application round and would have received an award of tax credits.

e The Partnership has endeavored to work with the City as diligently as possible and has
responded to this latest circumstance promptly.

» Representatives of the City of Alvin have indicated that, with the change in the site plan
requested herein, the City is ready to issue building permits for the Project.

e The Project consists of only 36 units and, even with the delay caused by this latest
circumstance, the Project can be completed by TDHCA's placement in service deadline.

Enclosures. To assist with your analysis of this request, we have enclosed revised Exhibits for
the Partnership's tax credit application, reflecting the site plan change, as follows:

¢ Exhibit 3 Activity Overview, Part C Development Cost Schedule

AUSTIN: 05308 1.00009: 335834v]



Ms. Brooke Boston
December 29, 2005
Page 3

o Exlubit 3 Activity Overview, Part F Annual Operating Expenses

e Exhibit 3 Activity Overview, Part G 30 Year Rental Housing Operating Proforma
e Exhibit 4 Funding Request, Part B Summary Sources and Uses of Funds

o Exhibit 5 Populations Served, Part A Rent Schedule

e Exhibit 5 Populations Serviced, Part B Utility Allowance

¢ Updated Site Plan, Building Plan, and Unit Plan

If you need additional information to process this requested amendment, please feel free to
contact me or our client. Due to the time sensitivity of this matter, the Partnership requests that this
amendment be considered by the TDHCA Board at the soonest possible Board meeting.

Thank you for your assistance with this matter.

Sincerely,
W-@o‘(@wﬁ—*

Cynthia L. Bast

ce: Artisan/American Corp.
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HTC No. 04203

LLOCKE LIDDELL & SAPP rip

ATTORNEYS & COUNSELORS

100 CONGRESS AVIENUIL (512} 305-4700
Suire 300 liax: (512} 305-4800
Austin, Texas 787014042 AUSTIN ® Datiag » FIOUSTON ¢ NEW ONLEANS www lockeliddell.com

Direct Number: {312} 305-4707
ermail: ebast@lockeliddell.com

December 29, 2005

Ms. Brooke Boston VIA HAND DELIVERY
Texas Department of Housing and Community Affairs

221 East 11" Street

Austin, Texas 78701

Re:  Alvin Manor, Ltd. (the "Partnership")
Alvin Manor project in Alvin, Texas (the "Project")
TDHCA File No. 04203

Dear Brooke:

Our firm represents the Partnership. The Partnership respectfully requests TDHCA approval of a
change of site plan for the Project, as described below.

Background. As you know, the Partnership has sought and received several extensions for the
commencement of substantial construction of the Project. These extensions were needed, in part,
because the City of Alvin was slow in issuing necessary building permits.

By way of background, the City of Alvin does not have a zoning ordinance that applies to the
site on which the Project will be developed. The City provided a "no zoning" letter for the Partnership's
tax credit application. Subsequently, the City identified a local ordinance stating that an apartment
complex could not be constructed within 300 feet of a single family residence, unless it is also located
within 300 feet of another apartment complex. The City was concemned that the Project would violate
this ordinance as proposed.

The Project is proposed for a site that is bordered on the south by State Highway 6. Across State
Highway 6 is a residential building. The Partnership believed that this residential building (ithe
"Neighboring Building") constituted a triplex and therefore met the definition of an "apartment
complex" under the local code. With that interpretation, the development of the Project would not
violate the city ordinance in question. The Partnership presented this interpretation to the City in early
July 2005 and believed that the matter had been settled. The Partnership received repeated assurances
from the City that the building permits were forthcoming. The Partnership received several explanations
for the delay in issuance of the building permits, including the fact that the City had no dedicated
personnel for review of permit requests and was relying upon ouiside consultants. Based on those
assurances, the Partnership sought extensions for the commencement of substantial construction from
TDHCA.
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Recently, the City of Alvin has advised the Partnership that it cannot issue building permits
because the proposed Project violates the City ordinance prohibiting construction within 300 feet of a
single family residence. The City asserts that the Neighboring Building is a single family residence, and
not an apartment complex, as the Partnership contended. This declaration by the City of Alvin came as
a surprise to the Partnership, for it thought this issue had been resolved last summer,

With this revelation, the Partnership engaged in extensive discussions with the City. It was
determined that the best course of action would be to transfer 150 feet of the Project's site bordering
State Highway 6 (the "Buffer Track"} to a separate entity. The Buffer Track would be developed as a
commercial project, per the City's request, and would provide a continual right of way to the Project.
With the Buffer Track in place, the Project's boundaries would be more than 300 feet from the
Neighboring Building, and the City's ordinance would be satisfied.

The reduction of the Project's site by the Buffer Track will reduce the overall developable
acreage and therefore necessitates a revision of the Project's site plan.

The Request. The Partnership requests that TDHCA approve: (1) the reduction of the site for
the Project by the Buffer Track and (2) a change in the site plan from 3 single-story buildings to 2
single-story buildings and 4 two-story buildings.

Please note the following about this request:

e This situation was not reasonably foreseeable by the Partnership at the time the
application was submitted. The City of Alvin provided a no zoning letter, and the dispute
about the application of the city ordinance only arose after the tax credits had been
awarded.

s Because the situation was not reasonably foreseeable by the Partnership, it was not
preventable.

e The requested change does not change: (A) the income levels of the tenants to be served,
(B) the unit mix; or (C) the square footage of the units.

e Even if the Partnership were to lose its pre-application points due to the reduction in
acreage by the Buffer Track, the Project would have received a competitive score in the
2004 application round and would have received an award of tax credits.

e The Partnership has endeavored to work with the City as diligently as possible and has
responded to this latest circumstance promptly.

» Representatives of the City of Alvin have indicated that, with the change in the site plan
requested herein, the City is ready to issue building permits for the Project.

e The Project consists of only 36 units and, even with the delay caused by this latest
circumstance, the Project can be completed by TDHCA's placement in service deadline.

Enclosures. To assist with your analysis of this request, we have enclosed revised Exhibits for
the Partnership's tax credit application, reflecting the site plan change, as follows:

o Exhibit 3 Activity Overview, Part C Development Cost Schedule
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o Exhibit 3 Activity Overview, Part F Annual Operating Expenses

o Exhibit 3 Activity Overview, Part G 30 Year Rental Housing Operating Proforma
» Exhibit 4 Funding Request, Part B Summary Sources and Uses of Funds

» Exhibit 5 Populations Served, Part A Rent Schedule

o Exhibit 5 Populations Serviced, Part B Utility Allowance

« Updated Site Plan, Building Plan, and Unit Plan

If you need additional information to process this requested amendment, please feel free to
contact our client or me. Due to the time sensitivity of this matter, the Partnership requests that this
amendment be considered by the TDHCA Board at the soonest possible Board meeting.

Thank you for your assistance with this matter.
Sincerely,

%WM

Cynthia L. Bast

cc: Artisan/American Corp.

AUSTIN: 05308 1.00007: 335835v1



THE MICHAELS
DEVELOPMENT CO.

Tuesday, January 10, 2006

Brooke Boston

Director

Multi-Family Finance Production Division Ny .
MARLTON NJ Texas Department of Housing and Community Affairs '
PITTSRURGH PA PO Box 13941 &; P

Austin, TX 78711-3941

Tamaqua PA

JACKSONVILLE FL. RE: Yale Village - TDHCA 02019
Tu1.54 OK Kings Row — TDHCA 02020
Cricaco 1L Continental Terrace - TDHCA 02021

Castle Gardens — TDHCA 02022

MERIDIAN MS

Los AncGeLRs CA
Dear Ms. Boston,

NEW OrLEANS LA

Deraven £O We are writing this letter to respectfully request that the Board of Directors of

the Texas Department of Housing and Community Affairs (TDHCA) approve
amendments to the tax credit applications for the Yale Village, Kings Row,
Continental Terrace and Castle Gardens Apartments. As you are aware, tax credit
applications for these developments were originally submitted by a firm called
Century Pacific (CP) in 2002. The applications included scopes of rehabilitation work
that, we presume, CP considered adequate at the time. As outlined below, affiliates of
our firm, the Michaels Development Company, subsequently acquired the properties.
In the course of developing plans and specifications, Michaels discovered that broader
scopes were required to assure the economic viability of the properties for another
thirty years. We faced both tough decisions and increased costs. For reasons described
in the attached tables, some items that had originally been committed by CP were
determined to be infeasible. The resulting scopes of work addressed the long term
needs of the propertics, and, we believe, provided the improvements and amenities
required by the Qualified Allocation Plan, but did not exactlv match the scopes as
described by CP.

The purpose of this correspondence is to provide a brief history of the subject
developments, present our proposed amendments and outline several reasons Michaels
believes our amendments should be approved. There are four attachmients to this letter
based on tables provided by your staff. They compare work items originally proposed
by CP to the alternatives we wish for the Board to consider. In developing our
amendments, we have focused on items that would have affected the award of the
original tax credit applications. In other words, we have only focused on items CP
committed in its applications that were either threshold or scoring items.

Corparae Office

i E. Stow Rout
PO. Box ¥94
Marlion. NJ Purchase of property through settlement terms
arlion, NJ .
080530994 The Michaels Development Company, through its affiliates, acquired the

subject properties from Century Pacific Equity Corporation (CP). CP sold the

56) 396-3008 . . o
(836 396 properties to Michaels to settle litigation between CP and the Agency over the

fax (B56) 988-5817
Hearing Impaired:

TDD (800) 244-7967 I



Agency’s termination of CP’s four tax credit applications. When CP consented to sell,
CP received the four carryover allocations, which Michaels used, upon acquisition, to
rehabilitate the properties. All four developments are “Preservation™ developments
including acquisition and rehabilitation.

In acquiring the properties, Michaels obtained the records of the four tax credit
applications from CP. Unfortunately it appears that some of the correspondence
between the Agency and CP was not included in those records. For example, Michaels
did not receive the deficiency notices TDHCA sent to CP regarding its applications.
Additionally, Michaeis did not receive CP’s responses including certifications from
CP that may have promised certain work items of which Michaels was not aware until
a little over a month ago.

Michaels invested more into the rehabs than proposed in the applications

Long term ownership and management of affordable housing resources is the
primary mission of the Michaels organization. Our current inventory includes almost
30,000 housing units. We rarely sell an asset. Once a residential community is newly
built or rehabilitated, it is turned over (o our affiliate for professional property
management.

When Michaels develops a rehabilitation scope of work, we focus first on
major systems, then on other improvements we believe to be critical to a property’s
longevity. The scopes of work for Yale Village, Kings Row, Continental Terrace and
Castle Gardens, prepared by our project architects, reflect these priorities. They were
reviewed and approved not only by our own in-house construction staff, but by a third
party architect under contract to our FHA mortgage lender, as well. Although some
items were eliminated from CP’s original scopes of work, others were added. In the
end, we rehabilitated the above properties spending $5,320,000 more than CP had
originally anticipated spending.

Table 1 for each property in the attached analyses compares CP’s original cost
assumptions in the tax credit applications to Michaels® cost certified figures. Michaels
consistently leveraged more money and invested more into the rehabs than CP had
projected. Michaels accomplished this without requesting more allocation from the
Agency. As you can see in the attached Tables, each project could actually support
much higher allocations than have been allocated.

Timeline of Michaels requests for guidance and/or amendments to_the original

applications

Once our internal assessment of each property’s needs was completed, we compared
those assessments to the tax credit application materials that had been forwarded by
CP. As we were aware that discrepancies existed between the original applications and
the scopes of work we were proposing, Michaels requested approval and guidance
from the Agency as to how to proceed regarding these deficiencies. The following is a
timeline outlining our steps to resolve them:




e During the summer of 2003, Michaels’ proposed plans and scopes of work
were submitted to TDHCA’s review architects for review and approval.

e During the fall of 2003, TDHCAs inspecting architects, distributed inspection
reports for each of the properties. These reports listed several discrepancies
between Michaels’ proposed scopes of work and the original applications.

¢ On May 28, 2004, Michaels sent the Agency an analysis reviewing the original
applications to the scopes of work it was proposing. The letter requested the
Agency’s review and approval of its proposed changes to the scopes of work.
Michaels revised its scopes according to its understanding of TDHCA's QAP
to ensure that our work would not jeopardize the tax credit allocations.
Michaels’ correspondence focused on the discrepancies in threshold and
scoring items.

s  On October 29, 2004, Michaels sent the Agency correspondence regarding the
changes in scope to ensure both TDHCA and its inspectors were aware of our
revisions.

¢ On November 1, 2004, the Agency responded stating that its Compliance
Division would assess the discrepancies and that the Agency would get back to
us if amendments had to be taken to the Executive Director or Board.

e During April and May of 2003, the Agency inspected the properties.
o In June of 2005, TDHCA provided deficiency notices to Michaels.

e In July of 2005, Michaels responded to the Agency’s deficiency notices and
requested the original tax credit applications be amended according to our
previous correspondence.

¢ In October of 2005, TDHCA responded to Michaels’ July letters. In
TDHCA’s responses, it accepted all “construction items that inspection
staff has the ability to clear.” The letter further stated that the letter did not
approve amenity deficiencies.

s In November of 2005, TDHCA sent email correspondence stating one-for-one
replacement of items listed in the original CP application needed to be
proposed by Michaels for items not completed in Michaels’ scopes of work.

Michaels has completed the rehabilitation of the properties

Michaels had a relatively narrow window of time to finalize the financing of
the four properties and commence construction. It was in June of 2003 that TDHCA
reissued its Commitment Notices giving Michaels the go ahead to proceed toward
acquisition and rehabilitation. In April of 2004, as soon as we had secured HUD
approvals of long term HAP contracts and FHA-insured financing, rehabilitation work
began. Units were placed in service by December 31, 2004, and construction was
fully completed within a few additional months.

Michaels authorized the completion of improvements, in good faith, and with
the knowledge that TDHCA had the revised plans, scopes of work, and relevant
correspondence regarding changes to the scope and plans in its possession. As we had



received no correspondence to the contrary, we believed that the revised scopes were
acceptable to the Agency. Certainly, if questions or concerns had been voiced prior to
the initial closings or while construction was underway, they could have been
addressed relatively easily as development sources were still available to cover the
costs of improvements.

Post-construction, there are no sources of funding, other than project operating
revenues, readily available to cover additional improvements. Therefore, in the tables
below, we focus on the improvements and amenities that are either (1) required in
order to meet threshold requirements; or (2} contribute to the scores that the original
CP applications had successfully achieved. We either confirm that the original
improvements tied to threshold requirements and scoring remained in the scopes of
work, or offer reasonable substitutions. Most of the improvements are already in
place. Certain others, such as picnic tables and barbeque grills can be installed
quickly.

We respectfully request that the TDHCA board approve these tables as
amendments to the tax credit applications. This will allow us to secure our final
installments of equity and close-out the construction phase of the properties.

Michaels, as you know, accepted a difficult challenge, stepping into the shoes
of another developer to turn four properties around by improving the quality of life for
residents while preserving affordable rents. Rehabilitation is fully complete and the
apartments are occupied, an accomplishment we could not have achieved without the
on-going cooperation and assistance of the TDHCA. We appreciate our good
relationship with your Agency and look forward to a quick and successful resolution
of this issue.

Thank-you for your careful consideration of our request. Please feel free to
contact me if you should have any questions or need additional information. I can be
contacted at 303 388-1107.

Yours very truly,

ATiso
Vice President

Ce TDHCA Board of Directors
Ben Sheppard
Ava Goldman



Yale Village - HTC No. - 02019

TABLE 1: Cost Comparison

Century Pacific Michaels' Affiliate Difference
2002 Tax Credit Application | Cost Certified June 2005
Total Construction Costs | § 4165033 | § 6,318,532 | § 2,153,499
Total Development Casts | § 13,287,151 | § 16,376,534 [ § 3,079,383
Total Eligible Basis | $ 6,534,941 5 11,041,832 | § 4,506,991
Eligible Credit Allocation | $ 552,202 | § BB7.771 [ § 335,569

TABLE 2: Minimum Standard Energy Saving Devices Required of All 2002 Developments

We believe that the work described in the column “As Rehabilitated” listed below in Table 2 is
the same as the “construction items” previously approved in TDHCA’s October 20053
correspondence. We would appreciate confirmation that, in fact, TDHCA’s minimum standards
regarding energy saving devices have been met and no additional improvements are required.

Tabie 2

Representations in the Application As Rehabilitated

R-15 wall & R-30 ceiling insulation were required | Replacing all wall insulation was not within the CP

by Threshold. scope of work and it was not replaced unless as the
result of a sheetrock repair,
The CP scope did not call for replacing any roofs.
Michaels replaced the roofs of 22 of the 35 buildings.
Where ceiling work was performed, an 8" fiberglass
blanket was installed although an R-30 rating was not
possible.

Radiant barrier was a Threshold reguirement. Not installed because roofs are flat. The CP work

write-up did not indicate an intention to change the
roof design, which would be costly and necessary to
achieve this item.

Soffit and ridge vents were Threshold | Not installed because roofs are flat. To achieve this
requirements, requirement, the roofs would have to be redesigned,
which was financially infeasible.

Energy Star rated HVAC systems. If used, natural | Energy Star rated HYAC systems were installed.
gas heating systems must have a minimum energy | Natural gas heating with an energy factor of 0.93 was
factor of 0.85. installed.

All appliances installed to be Energy Star Rated. All appliances installed were Energy Star rated.

TABLE 3: Design Certification Form (Threshold) Representations

Table 3 describes the commitments made by CP and the work actually performed or
implemented in association with the Design Certification form. The items below are amenity
threshold items. It is our understanding that CP, in a certification submitted after the tax credit
applications were submitted, promised to provide each of the items listed below. Michaels, until
recently, was not aware of this certification. Nonetheless, as noted in the “As Rehabilitated”




column below, Michaels has already largely addressed most of these items. Unfortunately, in
some cases, the improvements don’t exactly match the original representations. So, for example,
there is a furnished community room and playground equipment as originally promised. But the
facilities are currently available to Head Start clients, rather than all residents.

Paragraph 49.7(e)(3)(A) of the 2002 QAP indicates that, “...Preservation Developments must
provide at least two of the amenities...” To assure that Agency requirements are satisfied,
Michaels proposes to meet threshold through the items in bold below. The community laundry is
already installed and in operation. The picnic tables and grills and would be installed upon
approval of the Agency. If requested by the Agency, Michaels will create a business center with
a computer and fax machine.

Table 3
Representations in the Application As Rehabilitated

Perimeter fencing with controlled gate access | Perimeter fencing but no controlled gate access

Community laundry and/or hook-ups in units | Community laundry

Furnished community room Furnished community room is in the Head Start building and
is for use by Head Start, only, not for use by all tenants.
Recreation facilities (basketball court) Picnic tables & grills (recreation facilities) may be

installed if agreed in resolving the issues of the
amendment request.

On-site daycare free to tenants On-site daycare is provided but is not free for all tenants. it is
offered at a low cost for income-qualified tenants, only, Head
Start pays utilities, only, for a playground and a building
containing classrooms, kitchen and dining area.

Playground & equipment Playground & equipment currently exists in a fenced area for
the daycare, only.

Public telephone None

Computer facilities None - but Michaels has proposed fo install a business center

with a computer and fax machine if agreed in resolving the
issues presented in this amendment request.




TABLE 4: Scoring Items Represented in the Application

Table 4 below describes the commitments made and the work actually performed or
implemented in association with the work items considered in the scoring of the application. The
items completed and/or proposed to maintain the application’s score are in bold below.

Table 4
Representations in the Application

As Rehabilitated

Lighting package including heat light & vent
fan in bathrooms and ceiling fixtures with wall
switches in all rooms scored two points,

The lighting package could not be installed with existing
electrical system. However, we are proposing a Kitchen
package as a substitute including microwave, disposal,

dishwasher, rangefoven, fan/hood, refrigerator — under
the 2002 QAP, this package would have also scored two

points
Computer line/phone jack in all bedrooms | Yes
scored two points.
Mini-blinds or window coverings for all | Yes
windows scored two points.
Covered entries scored two points. Yes

TABLE 5: Other Items Represented in the Application

The 1tems listed in Table 5 below are neither threshold nor scoring items. Substitute items are not
being proposed at this time.
Table 5

Representations in the Application
Game/recreation room — This was a check the
box item in the “Specifications” section of the
application that was neither Threshold nor for
points but was indicated to be an item that
would be free for all tenants.
Cable — This was a check-the-box item that
was neither Threshold nor for points but fell
under the instructions to mark all features fo
be provided at no additional cost to the
tenants,

As Rehabiiitated
The daycare center has a game room but it is not available to
all tenants.

None

As indicated by the information above, the applicant will install barbeque grills and picnic tables
to comply with the Threshold requirement of building or installing two of the eight possible
threshold items. With respect to scoring items, we have substituted a feature of equal value for
the feature that was not included.

In addition, Michaels will have security patrols for the development and a Head Start daycare
facility which includes a common dining area, commercial kitchen, playground equipment and
recreational facilities. Although we understand from the Agency that these items do not qualify
to substitute for other items, we believe these to be a great benefit to our residents.



Kings Row, HTC No. 02020

TABLE 1: Cost Comparison

Century Pacific Michaels' Affiliate Difference
2002 Tax Credit Application | Cost Certified June 2005
Total Construction Costs | § 3,473,066 $ 4,772,405 | $ 1,299,339
Total Development Costs § $ 10,728,043 $ 12522198 | § 1,794,155
Total Eligible Basis | § 5,526,472 | § 7,785,405 | § 2,258,933
Eligible Credit Allocation | $ 466,987 | § 625947 | & 158,960

TABLE 2: Minimum Standard Energy Saving Devices Required of All 2002 Developments

We believe that the work described in the column “As Rehabilitated” listed below in Table 2 is
the same as the “construction items” previously approved in TDHCA’s October 2005
correspondence. We would appreciate confirmation that, in fact, TDHCA’s minimum standards
regarding energy saving devices have been met and no additional improvements are required.

Table 2

Representations in the Application As Rehabilitated

R-15 wall & R-30 ceiling insulation were | Replacing all wall insulation was not within the CP scope of
required by Threshold. work and it was not replaced unless as the result of a

sheetrock repair.

The CP work write-up stated that 13 buildings would be re-
roofed, but Michaels replaced all roofs with built-up bitumen,
adding insulation as feasible. R-30 was not achievable,
Where ceiling work was performed, an 8" fiberglass blanket
was installed.

Radiant barrier was a Threshold requirement. { Not installed because roofs are flat. The CP work write-up did
not indicate an intention to change the roof design, which
would be costly and necessary to achieve this item.

Soffit and ridge vents were Threshold | Not installed because roofs are flat. To achieve this
reguirements. requirement, the roofs would have to be redesigned, which
was financially infeasibla.

Energy Star rated HVAGC systems. If used, | Energy Star rated HVAC systems were installed. Natural gas
natural gas heating systems must have a | heating with an energy factor of 0.93 was installed.

minimum energy factor of 0.85.
All appliances installed to be Energy Star All appliances installed are Energy Star rated.
Rated.

TABLE 3: Design Certification Form (Threshold) Representations

Table 3 describes the commitments made by CP and the work actually performed or
implemented in association with the Design Certification form. The items below are amenity
threshold items. It is our understanding that CP, in a certification submitted after the tax credit
applications were submitted, promised to provide each of the items listed below. Michaels, until
recently, was not aware of this certification. Nonetheless, as noted in the “As Rehabilitated”



column below, Michaels has already largely addressed most of these items. Unfortunately, in
some cases, the improvements don’t exactly match the original representations. For example, the
perimeter fence does not have a controlled access gate. OQur management company finds that
maintaining such a gate is very costly. The current quote we have to repair the gate exceeds
$30,000. Management has found, due to heavy wear and tear, such gates will only remain
operational for a few weeks at most.

Paragraph 49.7(e)(3)(A) of the 2002 QAP indicates that, ...Preservation Developments must
provide at least two of the amenities...” To assure that Agency requirements are satisfied,
Michaels proposes to meet threshold through the items in bold below. The community laundry,
furnished community room and playgrounds are already installed and in operation. If requested
by the Agency, Michaels will also install barbeque grills and picnic tables.

Table 3
Renresentations in the Application
Perimeter fencing with controlled gate access

As Rehabilitated

Perimeter fencing exists but there are no operational controls
on the gates

Playground & equipment

Playground & equipment

Community laundry and/or hook-ups in units | Community laundry room

Furnished community room Furnished community room with commeon dining area
and residential kitchen
None - but Picnic tables & grills (recreation facilities) may be

installed by the applicant if agreed in resolving the issues of

Recreation facilities (basketball court)

the amendment request.
Public telephone None
Computer facilities None

TABLE 4: Scoring Items Represented in the Application

Table 4 below describes the commitments made and the work actually performed or
implemented in association with the work items considered in the scoring of the application. The
items completed and/or proposed to maintain the application’s score are in bold below.

Tabled
Reprasentations in the Application

As Rehabilitated

lighting package including heat light & vent
fan in bathrooms and ceiling fixtures with wall
switches in all rooms scored two points.

The lighting package could not be installed with existing
electrical system. However, we are proposing to install
ceramic ftile floors in entry, kitchen and bathroom which
would also have scored two points — under the 2002 QAP,

Computer line/phone jack in all bedrooms
scored two points.

Yes

Mini-blinds or window coverings for all | Yes
windows scored fwo poinis.
Covered entries scored two points. Yes




TABLE 5: Other Items Represented by the Application

The items listed in Table 5 below are neither threshold nor scoring items. Substitute items are not
being proposed at this time.

Table 5

Representations in the Application As Rehabilitated

Heat light and vent in all bathrooms; ceiling not possible with existing electrical system.
fixtures with accessible wall switches in all

rooms

Carpet and vinyl floor covering All vinyl

Computer line/phone jack in all bedrooms Yes

Gamefrecreation room See Table 3 above

As indicated by the information above, the property’s community laundry room, playground and
furnished community room meet TDHCA’s threshold of building or installing two of the eight
possible threshold items. With respect to scoring items, we have substituted a feature of equal
value for the feature that was not included.

10



Continental Terrace, HTC No. 02021

TABLE 1: Cost Comparison

Century Pacific Michaels' Affiliate Difference
2002 Tax Credit Application | Cost Certified June 2005
Total Construction Costs | $ 4,162,115 $ 4775293 | § 613,178
Total Development Costs | $ 10,196,088 $ 11474926 | $ 1,278,838
Total Eligible Basis | $ 5,040,595 % 6,189,353 | 5 1,148,758
Eligible Credit Allocation | § 425,930 5 498,243 5 72,313

TABLE 2: Minimum Standard Energy Saving Devices Required of All 2002 Developments

We believe that the work described in the column “As Rehabilitated” listed below in Table 2 is
the same as the “construction items” previously approved in TDHCA’s October 2005
correspondence. We would appreciate confirmation that, in fact, TDHCA’s minimum standards
regarding energy saving devices have been met and no additional improvements are required.

Table 2
Representations in the Application

R-15 wall & R-30 ceiling insulation were
required by Threshold.

As Rehabilitated

Wall insulation was not replaced unless as the result of a
sheetrock repair. R-30 ceiling insulation was achieved at
Continental.

Not installed. The CP work write-up did not indicate an
intention to install this item,

Although the project includes sofiits, we reused the existing
gable vents.

Radiant barrier was a Threshold requirement,

Soffit and
requirements.

ridge vents were Threshold

Energy Star rated HVAC systems. If used,
natural gas heating systems must have a
minimum energy factor of 0.85.

All electric 13 SEER High Efficiency heating and cooling
systems installed in 100% of the property.

All appliances installed to be Energy Star

All appliances installed are Energy Star rated.

Rated.

TABLE 3: Design Certification Form (Threshold) Representations

Table 3 describes the commitments made by CP and the work actually performed or
implemented in association with the Design Certification form. The items below are amenity
threshold items. It is our understanding that CP, in a certification submitted after the tax credit
applications were submitted, promised to provide each of the items listed below. Michaels, until
recently, was not aware of this certification. Nonetheless, as noted in the “As Rehabilitated”
column below, Michaels has already largely addressed most of these items. Unfortunately, in
some cases, the improvements don’t exactly match the original representations. So, for example,
there is a furnished community room and playground equipment as originally promised. But the
facilities do not fully incorporate a “recreational facility”.

Paragraph 49.7(e)(3)(A) of the 2002 QAP indicates that, “...Preservation Developments must
provide at least two of the amenities...” To assure that Agency requirements are satisfied,
Michaels proposes to meet threshold through the items in bold below. The community laundry,

11



playground equipment and furnished community room are already installed and in operation. If
requested by the Agency, Michaels will install picnic tables and grills as a recreational area.

Table 3

Representations in the Application As Rehabilitated

Perimeter fencing with controlled gate access | None

Playground & equipment Playground & equipment

Community laundry and/or hook-ups in units Community laundry

Furnished community room Furnished community room

Recreation facilities (basketball court) None - but Michaels has proposed fo install picnic tables &

grills {recreation facilities) if agreed in resolving the issues of
the amendment request.
Pubilic telephone None

Computer facilities None




TABLE 4: Scoring Items Represented in the Application

Table 4 below describes the commitments made and the work actually performed or
implemented in association with the work items considered in the scoring of the application. The
items completed are in bold below. This property scores the maximun of ten points even without
the lighting package or 25-year roof shingles. No alternate items are proposed at this time
because scoring is not changed.

Table 4
Representations in the Application As Rehabilitated

Lighting package including heat light & vent | The lighting package could not be installed with existing
fan in bathrooms and ceiling fixtures with wall | electrical system.

switches in all rooms_scored twa points.
Computer line/phone jack in all bedrooms | Yes
scored two points.
Twenty-five year architectural shingle roofing | New roofs not installed.
scored two points,
Mini-blinds or window coverings for all | Yes
windows scored two points.
Covered entries scored two points. Yes

Greater than 75% masonry on exterior Yes

TABLE 5: Other Items Represented by the Application

The items listed in Table 5 below are neither threshold nor scoring items. Substitute items are not
being proposed at this time.

Table 5
Representations in the Application As Rehabilitated
Computer line/phone jack in all bedrooms Yes

As indicated by the information above, the property’s community laundry room, playground and
furnished community room meet TDHCAs threshold of building or installing two of the eight
possible threshold items. With respect to scoring items, the property currently meets the
maximum score as rehabilitated. No alternate items are proposed at this time.
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Castle Garden, HTC No. 02022

TABLE t: Cost Comparison

Century Pacific Michaels' Affiliate Difference
2002 Tax Credit Application Cost Certified June 2005
Tolal Construction Costs | $ 2,536,448 3 3,798,466 | $ 1,262,017
Total Development Costs | § 6,992,445 $ 8843958 | % 1,851,513
Total Eligible Basis | § 3,947,598 $ 6415848 | § 2,468,250
Eligible Credit Allocation | $ 333,572 3 513268 | § 179,606

TABLE 2: Minimum Standard Energy Saving Devices Required of All 2002 Developments

We believe that the work described in the column “As Rehabilitated” listed below in Table 2 is
the same as the “construction items” previously approved in TDHCA’s October 2005
correspondence. We would appreciate confirmation that, in fact, TDHCA’s minimum standards
regarding energy saving devices have been met and no additional improvements are required.

Table 2

Representations in the Appiication As Rehabilitated

R-15 wall & R-30 ceiling insulation were | Replacing all wall insulation was not within the CP scope of
required by Threshold. work and it was not replaced unless as the result of a

sheetrock repair.  Ceiling insulation meets threshold
requirements.

Radiant barrier was a Threshold requirement. | Not instafled. The CP work write-up did not indicate an
intention to install this item.

Soffit and ridge vents were Threshold | Although the project includes soffits, we used airhawks,
requirements. ancther forms of passive venting.

Energy Star rated HVAC systems. If used, | Energy Star rated HVAC systems were instailed. Natural gas
natural gas heating systems must have a | heating with an energy factor of 0.93 was installed.

minimum energy factor of 0.85.
All appliances installed to be Energy Star All appliances installed are Energy Star rated.
Rated.

TABLE 3: Design Certification Form (Threshold) Representations

Table 3 describes the commitments made by CP and the work actually performed or
implemented in association with the Design Certification form. The items below are amenity
threshold items. It is our understanding that CP, in a certification submitted after the tax credit
applications were submitted, promised to provide each of the items listed below. Michaels, until
recently, was not aware of this certification. Nonetheless, as noted in the “As Rehabilitated”
column below, Michaels has already addressed some of these items.

14



Paragraph 49.7(e)(3)}(A) of the 2002 QAP indicates that, .. Preservation Developments must
provide at least two of the amenities...” To assure that Agency requirements are satisfied,
Michaels proposes to meet threshold through the items in bold below. The community laundry
and original playground equipment is already installed and in operation. If requested by the
Agency, Michaels will instail additional playground equipment, picnic tables and grills.

Table 3
Representations in the Application As Rehabilitated

Perimeter fencing with confrolled gate access | None

Playground & equipment Playground & equipment - original equipment in place.
Additional equipment may be installed by the applicant if
agreed in resolving the issues of the amendment request.
Community taundry and/or hook-ups in units | Community laundry

Furnished community room None

Recreation facilities {basketball court) None - picnic tables & grills {recreation facilities) may be
installed by the applicant if agreed in resolving the issues of
the amendment request.

Public telephone None

Computer facilities None

15



TABLE 4: Scoring Items Represented in the Application

Table 4 below describes the commitments made and the work actually performed or
implemented in association with the work items considered in the scoring of the application. The
items completed are in bold below, This property scores the maximum of ten points even without
the lighting package. No alternate items are proposed at this time because scoring has not
changed.

Table 4
Representations in the Application As Rehabilitated

Lighting package including heat light & vent | Not possible with existing electrical system
fan in bathrooms and ceiling fixtures with wall
switches in all rooms scored two points.
Computer line/phone jack in all bedrooms | Yes
scored two points.
Twenty-five year architectural shingle roofing | Yes
scored two points
Mini-blinds or window coverings for all | Yes
windows
Covered entries Yes

TABLE 5: Other Items Represented by the Application

The items listed in Table 5 below are neither threshold nor scoring items. Substitute items are not
being proposed at this time.

Table 5
Representations in the Application As Rehabilitated
Game/recreation room See Table 3 above

As indicated by the information above, the applicant will install additional playground
equipment to comply with the Threshold requirement of building or installing two of the eight
possible threshold items. With respect to scoring items, the property currently meets the
maximum score as rehabilitated. No alternate items are proposed at this time.

16



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Items

Requests for approval of extensions of the deadline for commencement of substantial
construction are summarized below.

Required Action

Approve or deny these requests for extensions related to 2004 Housing Tax Credit commitments.

Background
Pertinent facts about the requests for extensions are given below. Each request was accompanied
by a mandatory $2,500 extension request fee.

Bahia Palms, HTC Development No. 04275

Summary of Request: Owner requests a first extension of the deadline for commencement of
substantial construction. The request was necessary because of a delay in final plan approval
from the United States Department of Agriculture — Rural Development (USDA-RD) division.
The development is a rehabilitation of existing buildings. The state architect for USDA-RD has
approved the plans and the owner anticipates no difficulty in placing the buildings in service by
the federal deadline of December 31, 2006.

Applicant: Cameron Fountainhead, L.P.
General Partner: Fountainhead Affiliates, Inc.
Developer: Fountainhead Affiliates, Inc.
Principals/Interested Parties: ~ Patrick Barbolla

Syndicator: Boston Capital Corporation
Construction Lender: TDHCA-HOME Funds
Permanent Lender: USDA-RD and TDHCA- HOME
Other Funding: NA

City/County: Laguna Vista/Cameron
Set-Aside: At-Risk, Rural, USDA-RD
Type of Area: Rural

Type of Development: Rehabilitation

Population Served: General Population

Units: 64 HTC units

2004 Allocation: $123,771

Allocation per HTC Unit: $1,934

Extension Request Fee Paid: ~ $2,500

Note on Time of Request: Request was submitted late.
Current Deadline: December 1, 2005

New Deadline Requested: March 1, 2006

New Deadline Recommended: March 1, 2006

Prior Extensions: None

Staff Recommendation: Approve extension as requested.



Vista Hermosa, HTC Development No. 04287

Summary of Request: Owner requests a first extension of the deadline for commencement of
substantial construction. The request was necessary because of a delay in final plan approval
from the United States Department of Agriculture — Rural Development (USDA-RD) division.
The development is a rehabilitation of existing buildings. The state architect for USDA-RD has
approved the plans and the owner anticipates no difficulty in placing the buildings in service by

the federal deadline of December 31, 2006.

Applicant:

General Partner:

Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:

Units:

2004 Allocation:

Allocation per HTC Unit:
Extension Request Fee Paid:
Note on Time of Request:
Current Deadline:

New Deadline Requested:
New Deadline Recommended:
Prior Extensions:

Staff Recommendation:

Maverick Fountainhead, L.P.
Fountainhead Affiliates, Inc.
Fountainhead Affiliates, Inc.
Patrick Barbolla

Boston Capital Corporation
TDHCA-HOME Funds
USDA-RD and TDHCA- HOME
NA

Eagle Pass/Maverick
At-Risk, Rural, USDA-RD
Rural

Rehabilitation

General Population

20 HTC units

$61,585

$3,079

$2,500

Request was submitted late.
December 1, 2005

April 15,2006

April 15,2006

None

Approve extension as requested.



Briarwood, HTC Development No. 04288

Summary of Request: Owner requests a first extension of the deadline for commencement of
substantial construction. The request was necessary because of a delay in final plan approval
from the United States Department of Agriculture — Rural Development (USDA-RD) division.
The development is a rehabilitation of existing buildings. The state architect for USDA-RD has
approved the plans and the owner anticipates no difficulty in placing the buildings in service by

the federal deadline of December 31, 2006.

Applicant:

General Partner:

Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:

Units:

2004 Allocation:

Allocation per HTC Unit:
Extension Request Fee Paid:
Note on Time of Request:
Current Deadline:

New Deadline Requested:
New Deadline Recommended:
Prior Extensions:

Staff Recommendation:

Kaufman Fountainhead, L.P.
Fountainhead Affiliates, Inc.
Fountainhead Affiliates, Inc.
Patrick Barbolla

Boston Capital Corporation
TDHCA-HOME Funds
USDA-RD and TDHCA- HOME
NA

Kaufman/Kaufman

At-Risk, Rural, USDA-RD
Rural

Rehabilitation

General Population

48 HTC units

$170,909

$3,561

$2,500

Request was submitted late.
December 1, 2005

April 15,2006

April 15, 2006

None

Approve extension as requested.



La Mirage Villas, HTC Development No. 04295

Summary of Request: Owner requests a first extension of the deadline for commencement of
substantial construction. The request was necessary because of a delay in final plan approval
from the United States Department of Agriculture — Rural Development (USDA-RD) division.
The development is a rehabilitation of existing buildings. The state architect for USDA-RD has
approved the plans and the owner anticipates no difficulty in placing the buildings in service by

the federal deadline of December 31, 2006.

Applicant:

General Partner:

Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:

Units:

2004 Allocation:

Allocation per HTC Unit:
Extension Request Fee Paid:
Note on Time of Request:
Current Deadline:

New Deadline Requested:
New Deadline Recommended:
Prior Extensions:

Staff Recommendation:

Perryton Fountainhead, L.P.
Fountainhead Affiliates, Inc.
Fountainhead Affiliates, Inc.
Patrick Barbolla

Boston Capital Corporation
TDHCA-HOME Funds
USDA-RD and TDHCA- HOME
NA

Perryton/Ochiltree

At-Risk, Rural, USDA-RD
Rural

Rehabilitation

General Population

48 HTC units

$171,527

$3,573

$2,500

Request was submitted late.
December 1, 2005

May 15, 2006

May 15, 2006

None

Approve extension as requested.



FOUNTAINHEAD MANAGEMENT, INC.
4000 OLD BENBROOK ROAD
FORT WORTH, TEXAS 76116
TELEPHONE (B17) 732-1055; FAX (817) 732-7716

January 23, 2006

Mr. Ben Sheppard

Texas Department of Housing
And Community Affairs

Insurance Building Annex

221 East 11" Street

Austin, Texas 78701 - 2410

Re: Cameron Fountainhead, L.P. (the “Partnership™)
Bahia Palms Apartments project near Laguna Vista, Texas (the “project™)
TDHCA File No. 04275

Dear Mr. Sheppard:

The Partnership respectfully requests an extension for the commencement of
substantial construction deadline until March 1, 2006. The extension is required due to
delays in receiving Final Plan Approval for USDA-Rural Development for the
rehabilitation of the Project. Although the State Architect approved the Plans and
scheduled a Pre-Construction Conference, evidence of this approval was not forwarded
the Partnership, which evidence was necessary for construction.

Due to the nature of this being a rehabilitation project, there will no difficuity in
having a Placed in Service date by year end.

I have enclosed a $2,500 check as payment of the required extension fee. If you
need any additional information regarding this matter, please feel free to contact me.

Very truly yvours,

Cameron Fountainhead, L.P.
By: Fountainhead Affiliates, Inc.,
its General Partner

By: /MZ /2 [t

Patrick A. Barbolla, its President
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FOUNTAINHEAD MANAGEMENT, INC.
4000 OLD BENBROOK ROAD
FORT WORTH, TEXAS 76116
TELEPHONE (817) 732-1055; FAX (B17) 732-7716

January 23, 2006

Mr. Ben Sheppard

Texas Department of Housing
And Community Affairs

Insurance Building Annex

221 East 117 Street

Austin, Texas 78701 - 2410

Re: Maverick Fountainhead, L.P. (the “Partnership™)
Vista Hermosa Apartments project in Eagle Pass, Texas (the “project™)
TDHCA File No. 04287

Dear Mr. Sheppard:

The Partnership respectfully requests an extension for the commencement of
substantial construction deadline until April 15, 2006. The extension is required due to
delays in receiving Final Plan Approval for USDA-Rural Development for the
rehabilitation of the Project. Once the State Architect approves the Final Plans (evidence
of conditional approval has been received), a Pre-Construction conference will be held
and the Notice to Proceed issued,

Due to the nature of this being a rehabilitation project, there will no difficulty in
having a Placed in Service date by year end.

I'have enclosed a $2,500 check as payment of the required extension fee. If you
need any additional information regarding this matter, please feel free to contact me.

Very truly yours,

Maverick Fountainhead, L.P.
By: Fountainhead Affiliates, Inc.,
its General Partner

By: %4‘“7/ 4 M

Patrick A. Barbolla, its President




FOUNTAINHEAD MANAGEMENT, INC.
4000 OLD BENBROOX ROAD
FORT WORTH, TEXAS 76116 L
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January 23,2006 ™7

Mr. Ben Sheppard

Texas Department of Housing
And Community Affairs

Insurance Building Annex

221 East 11" Street

Austin, Texas 78701 - 2410

Re: Kaufman Fountainhead, L.P. (the “Partnership™)
Briarwood Apartments project in Kaufiman, Texas (the “project”)
TDHCA File No. 04288

Dear Mr. Sheppard;

The Partnership respectfully requests an extension for the commencement of
substantial construction deadline until April 15, 2006. The extension is required due to
delays in receiving Final Plan Approval for USDA-Rural Development for the
rehabilitation of the Project. Once the State Architect approves the Final Plans (evidence
of conditional approval has been received), a Pre-Construction conference will be held
and the Notice to Proceed issued.

Due to the nature of this being a rehabilitation project, there will no difficulty in
having a Placed in Service date by year end.

I have enclosed a $2,500 check as payment of the required extension fee. If you
need any additional information regarding this matter, please feel free to contact me.

Very truly yours,

Kaufman Fountainhead, L.P.
By: Fountainhead Affiliates, Inc.,
its General Partner

by GobA G St

Patrick A. Barbolla, its President




FOUNTAINHEAD MANAGEMENT, INC.
4000 OLD BENBROOK ROAD
FORT WORTH, TEXAS 76116
TELEPHONE (817) 732-1055; Fax (B17) 7327716

January 23, 2006

Mr. Ben Sheppard

Texas Department of Housing
And Community Affairs

Insurance Building Annex

221 East 11" Street

Austin, Texas 78701 - 2410

Re: Perryton Fountainhead, L.P. (the “Partnership™)
La Mirage Villas Apartments in Perryton, Texas (the “project™)
TDHCA File No. 04295

Dear Mr. Sheppard:

The Partnership respectfully requests an extension for the commencement of
substantial construction deadline until May 15, 2006. The extension is required due to
delays in receiving Final Plan Approval for USDA-Rural Development for the
rehabilitation of the Project. Once the State Architect approves the Final Plans (evidence
of conditional approval is expected by January 31, 2006), a Pre-Construction conference
will be held and the Notice to Proceed issued.

Due to the nature of this being a rehabilitation project, there will no difficulty in
having a Placed in Service date by year end.

I have enclosed a $2,500 check as payment of the required extension fee. If you
need any additional information regarding this matter, please [eel free to contact me.

Very truly yours,

Perryton Fountainhead, L.P.
By: Fountainhead Affiliates, Inc.,
its General Partner

By, bl . Sty

Patrick A. Barbolla, its President




Housing Tax Credit Program
Board Action Request

February 15, 2006

Action Item

Request review and board determination of four (4) four percent (4%) tax credit applications with other issuers for tax exempt bond transaction.

Recommendation

Staff is recommending that the board review and approve the issuance of four (4) four percent (4%) Tax Credit Determination Notices with other
issuersfor the tax exempt bond transactions known as:

Development Name L ocation | ssuer Total LI Total Applicant Requested | Recommended
No. Units | Units | Development Proposed Credit Credit
Tax Exempt | Allocation Allocation
Bond
Amount
05444 The Villas at Houston Houston 177 177 $15,324,313 | $10,000,000 $630,713 $630,677
Bethel HFC
05449 Arbor Court Houston Harris 232 232 $10,933,765 | $8,000,000 $367,441 $350,478
County
HFC
05451 North Oaks Houston Houston 256 256 $14,664,729 |  $1,000,000 $470,495 $469,359
Apartments HFC
05445 Bayview Baytown Harris 240 240 $22,019,259 | $13,000,000 $900,924 $887,593
Apartments County

HFC




MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for The Villas at Bethel.

Summary of the Transaction

The application was received on November 7, 2005. The Issuer for this transaction is the City of Houston HFC.
The development is to be located at 4400 Airport Boulevard in Houston. Demographics for the census tract include
AMEFT of $45,559; the total population is 6,180; the percent of population that is minority is 97.59%; the percent of
population that is below the poverty line is 13.67%; the number of owner occupied units is 1,780; the number of
renter units is 349 and the number of vacant units is 89. The percent of population that is minority for the entire
City of Houston is 69% (Census information from FFIEC Geocoding for 2005). The development is new
construction and will consist of 177 total units targeting the elderly population, with all affordable. There is no
zoning required for the Houston area. The Department has received ten letters of support. Letters of support were
received from TX Representative Al Edwards, Former Council Member Gordon Quan, Council Member Ronald C.
Green, Council Member Ada Edwards, Houston ISD South Superintendent Warner D. Ervin, Sunnyside Civic
Club, Southeast Coalition of Civic Clubs, South Acres West Civic Club as well as 2 members of the community.
There were no letters in opposition. The bond priority for this transaction is:

[ ] Priority 1A: Set aside 50% of units that cap rents at 30% of 50% AMFI and
Set aside 50% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1B: Set aside 15% of units that cap rents at 30% of 30% AMFI and
Set aside 85% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1C: Set aside 100% of units that cap rents at 30% of 60% AMFI (Only for projects
located in a census tract with median income that is greater than the median
income of the county MSA, or PMSA that the QCT is located in.

(MUST receive 4% Housing Tax Credits)

X] Priority 2: Set aside 100% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[] Priority 3: Any qualified residential rental development.
This application was previously denied by the TDHCA Board in September 2005 with issues concerning the site
inspection; the development being built in the floodplain; financial viability; the lack of commitment for HOME
funds from the City of Houston and a capture rate of 95%. The Department’s underwriting report, included with

this summary, addresses these issues in greater detail.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for The Villas at Bethel.

Page 1 of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

The Villas at Bethel, TDHCA Number 05444

BASIC DEVELOPMENT INFORMATION

05444
Elderly

Site Address: 4400 Airport Blvd. Development #:
City: Houston Region: 6 Population Served:
County: Harris Zip Code: 77047 Allocation:

HTC Set Asides: [ ] At-Risk [] Nonprofit [J USDA L] Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: Houston HFC

HTC Purpose/Activity: NC=New Construction, ACQ=Acquisition, R=Rehabilitation, NC/ACQ=New Construction
NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

NC

and Acquisition,

OWNER AND DEVELOPMENT TEAM

Owner: The KRR Villas at Bethel, LP

Joseph Kemp - Phone: (972) 224-1096
Developer: KRR Villas at Bethel Development, LP
Housing General Contractor: Integrated Development & Construction, LP
Architect: Architecttura
Market Analyst: Ipser & Associates
Syndicator: Guilford Capital Corporation
Supportive Services: To Be Determined
Consultant: Anderson Capital, LLC

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 177
0 0 0 177 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 95 82 0 0 Total Development Units: 177
Type of Building: 5 units or more per bldng Total Development Cost: $15,324,313
Number of Residential Buildings: 5
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $630,713 $630,677 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

2/8/2006 09:49 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

The Villas at Bethel, TDHCA Number 05444

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment

State/Federal Officials with Jurisdiction:

TX Senator: Ellis, District 13 NC Points: \ 0 US Representative: Green, District 9, NC

TX Representative: Edwards, District 146 S Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Bill White, Mayor, City of Houston - NC Resolution of Support from Local Government []
Ronald C. Green, Houston City Council Member - S Warner D. Ervin, Houston ISD South Superintendent - S

Ada Edwards, Houston City Council Member - S Milton Wilson, Jr., Director, Housing and Community
Development Department; The proposed project for new
construction of rental housing for the elderly is consistent
with the City of Houston's Consolidated Plan.

Individuals/Businesses: In Support: 0 In Opposition: 0
Neighborhood Input:

General Summary of Comment:
The Department has received 10 letters of support and no letters of opposition.
CONDITIONS OF COMMITMENT

1. Per §49.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Receipt, review, and acceptance of final City of Houston HOME funding commitment, to include all financing terms and conditions.

3. Should the terms and rates of the proposed property tax status, debt or syndication change, the transaction should be re-evalutated and an
adjustment to the credit allocation amount may be warranted.

2/8/2006 09:49 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

The Villas at Bethel, TDHCA Number 05444

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

9% HTC Competitive Cycle: [ ] Score: [] Meeting a Required Set-Aside Credit Amount: $0

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0
Recommendation:
4% Housing Tax Credits with Bond Issuance: Credit Amount: $630,677

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $630,677 annually for ten years, subject to
conditions.

Private Activity Bond Issuance with TDHCA: Bond Amount: $0

Recommendation:

2/8/2006 09:49 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING REPORT

DATE: February 6, 2006 PROGRAM: 4% HTC FILE NUMBER: 05444

DEVELOPMENT NAME

The Villas at Bethel Apartments

APPLICANT
Name: The KRR Villas at Bethel, LP Type: For-profit
Address: 1015 N. Duncanville Road City: Duncanville State: TX
Zip: 75116  Contact:  Joseph Kemp Phone: (972) 224-1096  Fax: (972) 224-6098
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: KKR Villas at Bethel GP, LLC (%): 1% Title:  Managing General Partner
Name: KKR Development, LP (%): N/A Title:  75% owner of MGP
Name: KKR Villas at Bethel Development, LP (%): N/A Title:  Developer
Name: ISSACHAR of America, Inc. (%): N/A Title:  Nonprofit 25% owner of MGP
0,
Name: KKR Construction, Inc. (%): N/A Title: 114(1)30 7o owner of KKR Development,
1 o,
Name: Joseph Kemp (%): N/A Title: President & 100% owner of KRR

Construction, Inc. & Developer

Chairman of ISSACHAR of

. o, . M .
Name: Elbert R. Curvey (%): N/A Title: America, Inc.

Name: Anderson Capital, LLC (Terri Anderson) (%): N/A Title:  Consultant

PROPERTY LOCATION

Location: 4400 Airport Boulevard [] oct X DDA
City: Houston County: Harris Zip: 77047
REQUEST
Amount Interest Rate Amortization Term
$630,713 N/A N/A N/A

Other Requested Terms:  Annual ten-year allocation of housing tax credits

Proposed Use of Funds: New construction Property Type: Multifamily

Special Purpose (s): Elderly, Urban/Exurban

RECOMMENDATION

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$630,677 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

CONDITIONS

1. Receipt, review, and acceptance of the final City of Houston HOME funding commitment, to include
all financing terms and conditions.

2. Should the terms and rates of the proposed property tax status, debt or syndication change, the
transaction should be re-evaluated and an adjustment to the credit allocation amount may be
warranted.

REVIEW of PREVIOUS UNDERWRITING REPORTS

The application was underwritten on September 8, 2005 and received a recommendation for $491,245 in
annual tax credits for 10 years subject to the following conditions:

1) Receipt, review, and acceptance of the final City of Houston HOME funding commitment, to include all
financing terms and conditions;

2) Receipt, review, and acceptance of a flood hazard mitigation plan to include, at a minimum, consideration
and documentation of flood plain reclamation sitework costs and building and tenant flood insurance
costs, prior to the initial closing on the property;

3) Receipt, review, and acceptance of a commitment from the unrelated general contractor to defer fees as
necessary to fill a potential gap in permanent financing;

4) Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

The application was presented during the September 2005 Board meeting and the motion to approve the
recommendation failed. A summary of the five major discussion items raised during the board meeting follows
as well as any mitigating factors under consideration in the current Underwriting report.

Issue 1: Site inspection: The original site inspection finding was Questionable (Acceptable with
reservations) due to the following observations from the inspector: “I could feel the ground underneath me
vibrate while standing on boulevard median while trucks traveled on the boulevard. The area is concentrated
with four underground gas pipelines along with a City of Houston main sewer drainage system and an
extended ditch. The main’s opening, consisting of a concrete collar with metal lid that protrudes from the
ground, appears to have shifted. These elements and conditions appear [to be] evidence of some unstable
soils.”

Mitigation to Issue 1: The site has been re-inspected and the updated finding is Acceptable. The inspector
noted the following: “Sims Bayou, a major drainage system directly in front of the property, is being
improved. Small vibrations in the area are temporary. This condition is expected based on the usage of heavy
off site equipment nearby. There are underground gas lines running parallel with the street and property line.”
In addition, the Applicant provided a copy of a Geotechnical Investigation with the following conclusions:
“...the subject tract described in this report is suitable for the construction of the proposed complex, and that
no out of the ordinary design and construction difficulties will be encountered.”

Issue 2: Financial viability: The original Underwriting report was conditioned upon deferral of all of the
developer fees as well as a portion of the unrelated general contractor fees.

Mitigation to Issue 2: The current application reflects the recent designation of Harris County as a
Difficult Development Area (DDA) as a result of the Gulf Opportunity Zone Act signed into law by the
President on December 21, 2005. As a result of being located in a DDA, the development is eligible to receive
a 30% boost in eligible basis. This boost effectively reduces the recommended deferred developer fees to 7%
of the eligible fees.

Issue 3: HOME funds: The original application included $1M of HOME funds from the City of Houston
however the type (loan or grant) and terms of the funding was not finalized at the time of TDHCA
Underwriting. The commitment from the City of Houston stated: “No decision will be made as to whether the
HOME funds will be a grant or a loan until Applicant’s project cash flow has been analyzed and project is
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fully underwritten.” In addition, the original Underwriting report concluded that the development would not be
financially feasible without HOME funds.

Mitigation to Issue 3: The type and terms of the HOME funding is not final in the current Underwriting
report. However, with the recent designation of Harris County as a DDA and the subsequent 30% boost in
eligible basis, the development is financially feasible without the HOME funds.

Issue 4: Flood plain: The development is located in a flood plain. Current TDHCA rules allows for
development within a flood plain as long as certain conditions are met. Section 49.6.(a) of the 2005 QAP
applies: “Any Development proposing new construction located within the 100-year floodplain as identified
by the Federal Emergency Management Agency (FEMA) Flood Insurance Rate Maps must develop the site so
that all finished ground floor elevations are at least one foot above the floodplain and parking and drive areas
are no lower than six inches below the floodplain, subject to more stringent local requirements.”

Mitigation to Issue 4: The Applicant provided a letter from Brown and Gay Engineers, Inc. dated January
20, 2006 stating that “All of the building foundation floors are set at least one foot above the base flood
elevation.” The letter also states “The site flood plain mitigation plan has been approved by the Harris County
Flood Control District and the City of Houston flood plain administrator.” The Applicant also provided a copy
of a flood plain mitigation plan with approval from the Harris County Flood Control Group.

Issue 5: Capture rate: The original Underwriting analysis reflected a capture rate of 95%.

Mitigation to Issue 5: Revisions to the market study include a change in income eligibility reflecting the
portion of the HOME units for households earning 50% of Area Median Income. This change in income band
results in an increased number of income-eligible households and an inclusive capture rate of 76% as
calculated by the Underwriter. While both the original and current capture rates are below the maximum
100% allowed for developments targeted to seniors, the increase in income band improves the capture rate.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS
Total # Rental # Non-Res. Max # of
Units: 177 Buildings 3 Buildings 1 Floors 3 Age 0 ys Vacant: N/A « / /

Net Rentable SF: 139,034 Av Un SF: 786 Common Area SF: 6,556  Gross Bldg SF: 145,590

STRUCTURAL MATERIALS

The structures will be wood-framed on post-tensioned concrete slabs on grade. According to the plans
provided in the application the exteriors will be comprised of 76% brick veneer and 24% cement fiber siding.
The interior wall surfaces will be drywall and the pitched roofs will be finished with composite shingles.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be a combination of carpeting and vinyl. Each unit will include: range and oven,
hood and fan, garbage disposal, dishwasher, refrigerator, microwave oven, tile tub/shower, washer and dryer
connections, ceiling fans, laminated counter tops, individual water heaters, central heating and air
conditioning, and 9-foot ceilings.

ONSITE AMENITIES

A 6,556-square foot community building will include activity rooms, management offices, fitness room,
kitchen, dining room, restrooms, a business center, a salon, media room, and a central mailroom. The
community building is located at the entrance to the property. In addition, perimeter fencing with limited
access gate is planned for the site.

Space

Uncovered Parking: 270 s

Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: The Villa at Bethel Apartments is a 14.5-unit per acre new construction development of 177
units of affordable elderly housing located in south Houston. The development will be comprised of five
evenly distributed, large, garden style, elevator-served, low-rise residential buildings as follows:
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e Three three-story Building Type I with 24 one-bedroom/one-bath units and 18 two-bedroom/one-bath
units;
e One two-story Building Type II with 12 one-bedroom/one-bath units, 14 two-bedroom/one-bath units; and

e One two-story Building Type III with eleven one-bedroom/one-bath units, 14 two-bedroom/one-bath
units.

Architectural Review: The building and unit plans are of good design, sufficient size, and are comparable to
other modern apartment developments. They appear to provide acceptable access and storage. The elevations
reflect attractive buildings with nice fenestration.

SITE ISSUES
SITE DESCRIPTION
. Flood Zone Zone AE (100-year floodplain,
Size: 10.42 acres 453,895 square feet Designation: map 48201COS90L)

Zoning:  No zoning in Houston

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The site is a trapezoidally-shaped parcel located in the southern area of Houston, approximately
eight miles from the central business district. The site is situated on the south side of Airport Boulevard.
Adjacent Land Uses:

e North: Airport Boulevard is immediately adjacent, and Sims Bayou and a Harris County Flood Control
drainage easement beyond;

e South: Single-family residences immediately adjacent and Holloway Drive beyond;
e [East: A vacant tract of land is immediately adjacent and Cullen Boulevard beyond; and

e West: A gas service station is immediately adjacent and Leitrim Way, undeveloped land, and a drainage
canal beyond.

Site Access: Access to the property is from the east or west along Airport Boulevard, from which the
development is to have one main entry. Access to Interstate Highway 610 is 2.5 miles north, which provides
connections to all other major roads serving the Houston area.

Public Transportation: Public transportation to the area is provided by the city bus system, with Routes 52
and 89 accessible along Airport Boulevard. The Villas at Bethel will also have a van on site for use by
residents.

Shopping & Services: The site is within two miles of several major grocery stores and pharmacies. Schools,
shopping centers, restaurants, parks, churches, and health care facilities are located within a short driving
distance from the site.

Special Adverse Site Characteristics: The following issues have been identified as potentially bearing on the

viability of the site for the proposed development:

e Floodplain: The environmental analyst has indicated that the site falls within the 100-year floodplain and
therefore the requirements outlined in Section 49.6.(a) of the 2005 QAP apply: “Any Development
proposing new construction located within the 100-year floodplain as identified by the Federal Emergency
Management Agency (FEMA) Flood Insurance Rate Maps must develop the site so that all finished
ground floor elevations are at least one foot above the floodplain and parking and drive areas are no lower
than six inches below the floodplain, subject to more stringent local requirements.” The Applicant
provided a letter from Brown and Gay Engineers, Inc. dated January 20, 2006 stating that “All of the
building foundation floors are set at least one foot above the base flood elevation.” The letter also states
“The site flood plain mitigation plan has been approved by the Harris County Flood Control District and
the City of Houston flood plain administrator.” The Applicant also provided a copy of a flood plain
mitigation plan with approval from the Harris County Flood Control Group.

e Environmental Hazard: According to the survey, multiple buried petroleum pipelines traverse the
property; this issue is addressed in the following section.
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Site Inspection Findings: TDHCA staff re-inspected the site on January 6, 2006 and found the site to be
Acceptable for the proposed development. Additional comments include: “Sims Bayou, a major drainage
system directly in front of the property, is being improved. Small vibrations in the area are temporary. This
condition is expected based on the usage of heavy off site equipment nearby. There are underground gas lines
running parallel with the street and property line.” The original inspection on June 3, 2005 found the location
to be Questionable (Acceptable rating but the inspector has reservations) due to the following observations: “I
could feel the ground underneath me vibrate while standing on boulevard median while trucks traveled on the
boulevard. The area is concentrated with four underground gas pipelines along with a City of Houston main
sewer drainage system and an extended ditch. The main’s opening, consisting of a concrete collar with metal
lid that protrudes from the ground, appears to have shifted. These elements and conditions appear [to be]
evidence of some unstable soils.”

The Applicant provided a copy of the Geotechnical Investigation prepared by The Murillo Company dated
July 2005. The purpose of the study “was to evaluate the subsurface soil conditions in the subject apartment
development and provide recommendations for foundation design, pavement design, and detention
requirements” (p. 1). According to the General Site Evaluation, “Based on a review of the Boring Logs and
Laboratory Testing, we believe that the subject tract described in this report is suitable for the construction of
the proposed complex, and that no out of the ordinary design and construction difficulties will be
encountered” (p. 11).

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase I Environmental Site Assessment report dated June 21, 2005, was prepared by ATC Associates Inc.,
and contained the following findings and recommendations:

Findings:

e Floodplain: “According to the February 6, 1996 Flood Insurance Rate Map of Harris County, Texas and
incorporated areas (panel 890 Map No. 48201C 0890 J), the subject property is located in “Zone AE.”
Zone AE is described as special flood hazard areas subject to inundation by the 100-year flood determined
in a flood insurance study by detailed methods.” (p.13) See Special Adverse Site Characteristics section
above for discussion of flood plain mitigation plan.

e Petroleum Pipelines: “The pipeline easement on the subject property trends northwest to southeast.
According to interviews conducted, the corridor contains one 8-inch diameter and one 12-inch diameter
Genesis crude oil pipelines installed in 1919, a 12-inch diameter Seminole crude oil pipeline installed in
the 1950s, and an 8-inch ExxonMobil crude oil pipeline installed in the 1950s. The Genesis pipelines are
reportedly idle and have been idle for approximately 24 months. The Seminole and ExxonMobil pipelines
are currently active. According to representatives from the respective pipeline companies, no releases or
leaks have been reported on or near the subject property. According to the property owner, he is not aware
of releases or environmental concerns associated with the pipelines. No odors or evidence of
environmental impact was noted along the pipeline easement during the site reconnaissance. No signs of
stained soil or releases from the pipelines were noted during the site reconnaissance. Based on field
reconnaissance observations and the lack of reported incidents associated with the pipeline easement, this
pipeline corridor does not appear to represent evidence of a recognized environmental condition in
connection with the subject property.” (p. 22)

e Solid Waste: “Areas containing large piles of solid waste debris, including concrete, rusted metal
containers, wooden boards, rubber tires, and household trash were observed scattered in various
locations...The waste debris appears to be the result of illegal dumping. The waste containers were
deteriorated, which impeded label identification of previous contents. However, all containers were found
to be empty during the site reconnaissance...The trash and debris does not appear to represent evidence of
a recognized environmental condition in connection with the subject property.” (p. 22)

Recommendations:

e “This assessment has revealed no evidence of recognized environmental conditions in connection with the
subject property.” (p. 24)

e “No further assessment of recognized environmental conditions appears to be warranted at this time. The
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solid waste piles located on the subject property should be removed and appropriately disposed.” (p. 3)

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside, and is a Priority 3 private activity bond lottery development. As a condition of receiving the City of
Houston HOME funding at least 20% (three) of the 12 HOME-assisted units must be rented at Low HOME
rents, and at initial occupancy the remaining 80% (nine) of the HOME-assisted units must be rented at High
HOME rents to households whose incomes do not exceed 60% of AMGI. A proportionate number of units of
comparable bedroom size must be in the inventory of HOME-assisted units. The City’s condition states that
after initial occupancy 80% of the HOME-assisted units may be occupied by households with incomes up to
80% of AMGI; however, to qualify for HTC funding all 177 of the units will be reserved for elderly
households earning 60% or less of AMGI.

MAXIMUM ELIGIBLE INCOMES
1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

60% of AMI $25,620 $29,280 $32,940 $36,600 $39,540 $42,480

MARKET HIGHLIGHTS

A market feasibility study dated June 21, 2005 and updated October 10, 2005 was prepared by Ipser &
Associates, Inc. (“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “...[the] South Houston market area, which is roughly between
South Loop 610, Interstate 45, the Harris County line, South Sam Houston Parkway, Hiram Clarke Road, S.
Post Oak, and Main Street (U.S. 90 Alternate)” (p. 2-17). This area encompasses approximately 78 square
miles and is equivalent to a circle with a radius of five miles.

Population: The estimated 2005 total population of the PMA was 175,825, which exceeds the maximum
TDHCA population guideline of 100,000 persons. As justification the Market Analyst stated that “This large
market...is considered essentially a pocket between the major highways (Loop 610, Interstate Highway 45, the
Sam Houston Parkway, the county line, and State Highway 90). The area contains generally common
demographic and housing characteristics. (p. 2-13). The estimated 2005 elderly (age 55+) population of the
PMA was 30,709 and is expected to increase by 1.1% to approximately 31,049 by 2006. Within the primary
market area there were estimated to be 19,800 elderly households in 2005.

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand of 275
qualified households in the PMA, based on the current estimate of 19,800 households, the projected annual
growth rate of 1.1%, renter households estimated at 20% of the population, income-qualified households
estimated at 17.4%, and an annual renter turnover rate of 35% (update, Ex. N-1). The Market Analyst used an
income band of $17,130 to $29,300.

ANNUAL SENIORS INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand

Household Growth 9 3% 6 3%
Resident Turnover 241 88% 227 97%
Other Sources: 25 9%
TOTAL ANNUAL DEMAND 275 100% 233 100%

Ref: update p. 3-4, 3-5

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 64% based upon 275
units of demand and 177 units of unstabilized affordable housing in the PMA (the subject). The Underwriter
calculated a similar inclusive capture rate of 76% based upon a very slightly lower demand estimate of 233
qualified households. This capture rate is within the 100% guideline for developments targeting senior
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households.

Local Housing Authority Waiting List Information: “The existing Section 8 program is administered by
the Houston Housing Assistance Partnership (HHAP) but no current information was available...In March
2004, HHAP indicated that 96.1% of the 14,095 available Section 8 vouchers were issued, and 33.6% of all
the distributed vouchers are elderly/disabled tenants (4,552)...Two public housing projects, operated by
HACH, are located in the subject’s market area...The 308 total public housing units surveyed were 98.7%
occupied and 99.4% leased.” (update, p. 2-21)

Market Rent Comparables: “The comparable market data used in this report consists of [18 apartment
properties with] 3,338 total apartment units, 76.1% of which were family-oriented apartments (2,539 units),

while 23.9% were elderly-designated units (799 units).” (p. 2-19)

RENT ANALYSIS (net tenant-paid rents)

Unit Type (% AMI) Proposed Program Max Differential Est. Market Differential
1-Bedroom (LH) $517 $517 $0 $640 -$123
1-Bedroom (HH) $632 $547 $85 $640 -$8
1-Bedroom (60%) $632 $632 $0 $640 -$8
2-Bedroom (LH) $622 $622 $0 $750 -$128
2-Bedroom (HH) $750 $759 -$9 $750 $0
2-Bedroom (60%) $750 $759 -$9 $750 $0

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =$600, differential = -$100)

Primary Market Occupancy Rates: “Physical occupancy in 2,292 non-stabilized units was 88.5%, while
leased occupancy was 89.7%. The 1,624 conventional units in the market area were 87.1% occupied and
88.1% leased. Among 1,046 rental-assisted units, occupancy was 96.5% and 96.7% leased, or 97.7% and 98%
leased after excluding 13 off-line units.” (p. 2-20)

Absorption Projections: “Average absorption for the subject is estimated at 15 to 18 units per month, and it
is expected that a 9- to 11-month lease up period will be required to achieve 92.5% occupancy of 177 units.”
(p. 2-23)

Effect on Existing Housing Stock: “The construction of the proposed elderly project will have little impact
on the existing apartments in the south Houston market area.” (p. 2-11)

Market Study Analysis/Conclusions: The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant identified 12 HOME units as shown on the accompanying analysis but provided a
rent schedule reflecting 18 units with low HOME rents. For the remainder of the units, the Applicant’s rent
projections are the maximum rents allowed under HTC guidelines. The Underwriter has used the lower of the
maximum program rents or the estimated market rents for 12 HOME units and 165 HTC units, resulting in the
Underwriter’s potential gross rental income estimate being $11,712 higher than the Applicant’s. The
Applicant’s secondary income estimate is slightly higher than the TDHCA maximum underwriting guideline
of $15/unit/month. The Applicant also utilized a lower vacancy and collection loss rate of 7% which is not
reflective of the existing market conditions. As a result of these differences the Applicant’s effective gross
income estimate is $3,505 lower than the Underwriter’s estimate, a difference of 0.3%.

Expenses: The Applicant’s total expense estimate of $3,940 per unit is comparable with the Underwriter’s
database-derived estimate of $4,050 per unit for comparably-sized developments. The Applicant’s budget
shows several line item estimates, that deviate significantly when compared to the database averages, payroll
($29.3K lower), repairs and maintenance ($26.5K higher), utilities ($11.7K lower), and water, sewer, and trash
($20.8K lower). The Underwriter discussed these differences with the Applicant but was unable to reconcile
the differences. The Applicant’s operating budget does not reflect any property tax abatement resulting from
the participation of the nonprofit ISSACHAR of America, Inc., and therefore the Underwriter has also used a
full tax estimate.
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Conclusion: The Applicant’s estimated income, operating expenses, and net operating income (NOI) are
consistent with the Underwriter’s expectations. Therefore, the Applicant’s NOI should be used to evaluate
debt service capacity. In both the Applicant’s and the Underwriter’s income and expense estimates there is
sufficient net operating income to service the proposed first lien permanent mortgage at a debt coverage ratio
that is within the TDHCA underwriting guidelines of 1.10 to 1.30. Should an exemption be sought prior to
issuance of 8609’s, a re-evaluation of the potential debt service could have an affect on the gap method of
calculating the tax credits needed.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE
Land Only (11.26 acres): $198,847 Assessment for the Year of: 2005
Per acre: $17,660 Valuation by: Harris County Appraisal District
Prorated Assessed Land Value: 10.42

$184,013 Tax Rate: 3.00954

acres

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Commercial contract - unimproved property (10.26 acres)

Contract Expiration Date: 1/ 22/ 2006 Anticipated Closing Date: 12/ 30/ 2005
Acquisition Cost: $300,000 Other Terms/Conditions: $30,000 earnest money
Seller:  AM Mini Mart No. 23, Inc. Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The site cost of $300,000 ($0.67/SF, $29,240/acre, or $1,695/unit) is substantiated by the
tax assessed value of $184,013. The acquisition price is assumed to be reasonable since the acquisition is an
arm’s-length transaction. The Applicant also included $30,000 of closing costs and legal fees in the total
acquisition cost of the property.

Sitework Cost: The Applicant’s claimed sitework costs of $7,250 per unit are within the Department’s
allowable guidelines for multifamily developments without requiring additional justifying documentation.
These costs would not appear to reflect the extensive floodplain mitigation sitework required by TDHCA
policy.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $72K or 1% higher than the
Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate, and is therefore regarded as
reasonable as submitted.

Fees: The Applicant’s developer fees exceed 15% of the Applicant’s adjusted eligible basis by $792 and
therefore the eligible portion of the Applicant’s developer fee must be reduced by the same amount.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. Since the Underwriter has been able to verify the Applicant’s
projected costs to a reasonable margin, the Applicant’s total cost breakdown is used to calculate eligible basis
and estimate the HTC allocation. As a result, an eligible basis of $13,704,406 is used to determine an annual
credit allocation of $630,677 from this method. The resulting syndication proceeds will be used to compare to
the Applicant’s request and to the gap of need using the Applicant’s costs to determine the recommended
credit amount.
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FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source:  GMAC/Newman and Associates Contact:  Lloyd Griffin/Jerry Wright

Tax-Exempt Amount:  $8,200,000 Interest Rate:  6.6%

Amortization: 40 yIs Term: 33 yIs Commitment: [X] LOI [] Firm [] Conditional

Annual Payment: $567,628 Lien Priority: 1 Date: 1/ 10/ 2006

LOCAL HOME FUNDING

Source:  City of Houston Contact: ~ Milton Wilson
Principal Amount:  $1,000,000 Commitment: ] LOI ] Firm = Conditional
Additional Information: ~ Terms (grant/loan) pending underwriting Commitment Date 8/ 19/ 2005

TAX CREDIT SYNDICATION

Source: Guilford Capital Corporation Contact: Mike Sugrue
Net Proceeds: $5,991,174 Net Syndication Rate (per $1.00 of 10-yr HTC) 95¢
Commitment: [] Lol [] Firm XI Conditional Date: 1/ 16/ 2006

Additional Information:

APPLICANT EQUITY

Amount:  $133,139 Source: Deferred developer fee and GIC Income

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Houston Housing
Finance Corporation and purchased by GMAC/Newman Capital. The permanent financing commitment is
not consistent with the terms reflected in the sources and uses listed in the application. Specifically, the
commitment interest rate is described with a floor rate of 6.3% and the application indicates and interest rate
of 6.6%.

City of Houston HOME Funds: The Applicant’s sources and uses of funds statement reflects $1,000,000 in
City of Houston HOME funds. The commitment from the City of Houston is conditioned on the HOME unit
rent restrictions noted in the “Operating Proforma” section above and also states “No decision will be made
as to whether the HOME funds will be a grant or a loan until Applicant’s project cash flow has been analyzed
and project is fully underwritten.” Neither the Applicant nor the Underwriter has included any HOME
funding debt service in this analysis. However, with the recent designation of Harris County as a DDA and
the subsequent 30% boost in eligible basis, it appears that the deal is financially feasible without HOME
funds. Without the HOME funds, the Applicant would be required to defer 63% of the total developer fees
which would be repayable within ten years of stabilized operation.

HTC Syndication: The syndication commitment is consistent with the terms reflected in the sources and
uses of funds listed in the application.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $40,221 amount to 2%
of the total fees.

GIC Income: The Applicant included $92,918 in anticipated income from investment of the bond proceeds
in a guaranteed investment contract (GIC) during the construction period. The Underwriter has included this
amount in deferred developer fee in the recommended financing structure.

Financing Conclusions: Based on the Applicant’s adjusted estimate of eligible basis, the tax credit
allocation should not exceed $630,677 annually for ten years, resulting in syndication proceeds of
approximately $5,990,830. This amount is less than the Applicant’s requested credits and the credits resulting
from the development’s gap in need. Therefore, the Underwriter recommends an annual tax credit allocation
of $630,677. Based on the Underwriter’s analysis, the Applicant’s deferred developer fees will be increased
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to $133,483, which represents 7% of the eligible fee and which should be repayable from cash flow within
two years of stabilized operation.

Receipt by the Applicant of a partial or full property tax exemption would increase net operating income, and
could be used to either increase the first lien debt amount and decrease the amount of fee deferral required, or
which could alternatively be used to service the City of Houston HOME funds if awarded as a loan. The
transaction appears to be viable as proposed without the City of Houston HOME funds. As the final terms of
the Houston HOME funding are not known as of the date of this analysis however, receipt, review, and
acceptance of the final City of Houston HOME commitment, to include all financing terms and conditions, is
a condition of this report.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, and Property Manager firm are all related entities. These are common
relationships for HTC-funded developments.

APPLICANT'S/PRINCIPALS’ FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

e The Applicant and General Partner are single-purpose entities created for the purpose of receiving
assistance from TDHCA and therefore have no material financial statements.

e The 75% owner of the General Partner, KRR Construction Inc., submitted an unaudited financial
statement as of December 31, 2004, reporting total assets of $11.2M and consisting of $85K in cash,
$128K in receivables, $271K in real property, $63K in machinery, equipment, and fixtures, and $1.7M in
partnership interests. Liabilities totaled $9.7M, resulting in a net worth of $1.5M.

e The 25% owner and member of the General Partner, ISSACHAR America, Inc., submitted an unaudited
financial statement as of June 30, 2005, reporting total assets of $13K and consisting of $2K in cash, $0
in receivables, and $11K in fixed assets. Liabilities totaled $7K, resulting in a net worth of $6K.

e The principal of the General Partner and 100% owner of KRR Construction Inc., Joseph Kemp,
submitted an unaudited financial statement as of June 30, 2005 and is anticipated to be guarantor of the
development.

Background & Experience: Multifamily Production Finance Staff have verified that the Department’s

experience requirements have been met and Portfolio Management and Compliance staff will ensure that the

proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

e Significant environmental/locational risks exist regarding the site’s location within the 100-year
floodplain and the buried petroleum pipelines traversing the site.

e The development would need to capture a majority of the projected market area demand (i.e., capture
rate exceeds 50%).

e The terms of the City of Houston HOME financing are unknown and may potentially adversely affect
the financing of the development.

Underwriter: Date: February 6, 2006
Brenda Hull
Director of Real Estate Analysis: Date: February 6, 2006

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

The Villas at Bethel Apartments, Houston, 4% HTC #05444

Type of Unit Number Bedrooms | No. of Baths Size in SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SF TntPd Ut ] Tlr, Swr, Trsh
TC 60%/LH 2 1 1 726 $571 $517 $1,034 $0.71 $54.00 $32.31
TC 60%/HH 4 1 1 726 601 $547 2,188 0.75 54.00 32.31
TC 60% 37 1 1 726 686 $632 23,384 0.87 54.00 32.31
TC 60% 52 1 1 733 686 $632 32,864 0.86 54.00 36.31
TC 60%/LH 1 2 1 850 686 $622 622 0.73 64.00 36.31
TC 60%/HH 5 2 1 850 733 $669 3,345 0.79 64.00 36.31
TC 60% 76 2 1 850 823 $750 57,000 0.88 64.00 36.31
TOTAL: 177 AVERAGE: 786 $743 $680 $120,437 $0.87 $58.63 $35.34
INCOME Total Net Rentable Sq Ft: 139,034 TDHCA APPLICANT Comptroller's Region 6
POTENTIAL GROSS RENT $1,445,244 $1,432,392 IREM Region Houston
Secondary Income Per Unit Per Month: $15.00 31,860 33,000 $15.54 Per Unit Per Month
Other Support Income: 0 0
POTENTIAL GROSS INCOME $1,477,104 $1,465,392
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (110,783) (102,576) -7.00% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $1,366,321 $1,362,816
EXPENSES % OF EGI PER UNIT PER SQFT PER SQ FT PER UNIT % OF EGI
General & Administrative 4.31% $332 0.42 $58,841 $67,700 $0.49 $382 4.97%
Management 4.00% 309 0.39 54,653 54,470 0.39 308 4.00%
Payroll & Payroll Tax 12.56% 969 1.23 171,590 142,287 1.02 804 10.44%
Repairs & Maintenance 5.33% 411 0.52 72,798 99,252 0.71 561 7.28%
Utilities 2.28% 176 0.22 31,134 19,470 0.14 110 1.43%
Water, Sewer, & Trash 4.34% 335 0.43 59,275 38,500 0.28 218 2.83%
Property Insurance 2.54% 196 0.25 34,759 32,745 0.24 185 2.40%
Property Tax 3.00954 12.48% 963 1.23 170,460 172,575 1.24 975 12.66%
Reserve for Replacements 2.59% 200 0.25 35,400 44,250 0.32 250 3.25%
Other: compl fees 2.04% 157 0.20 27,855 26,085 0.19 147 1.91%
TOTAL EXPENSES 52.46% $4,050 $5.16 $716,766 $697,334 $5.02 $3,940 51.17%
NET OPERATING INC 47.54% $3,670 $4.67 $649,555 $665,482 $4.79 $3,760 48.83%
DEBT SERVICE
First Lien Mortgage (GMAC) 41.14% $3,176 $4.04 $562,128 $567,628 $4.08 $3,207 41.65%
Local HOME Funds 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 6.40% $494 $0.63 $87,427 $97,854 $0.70 $553 7.18%
AGGREGATE DEBT COVERAGE RATIO 1.16 1.17
RECOMMENDED DEBT COVERAGE RATIO 1.18
CONSTRUCTION COST
Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 2.17% $1,864 $2.37 $330,000 $330,000 $2.37 $1,864 2.15%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 8.43% 7,250 9.23 1,283,250 1,283,250 9.23 7,250 8.37%
Direct Construction 48.65% 41,846 53.27 7,406,764 7,478,726 53.79 42,253 48.80%
Contingency 5.00% 2.85% 2,455 3.13 434,501 438,099 3.15 2,475 2.86%
General Req'ts 6.00% 3.42% 2,946 3.75 521,401 525,719 3.78 2,970 3.43%
Contractor's G & A 2.00% 1.14% 982 1.25 173,800 175,240 1.26 990 1.14%
Contractor's Profit 6.00% 3.42% 2,946 3.75 521,401 525,719 3.78 2,970 3.43%
Indirect Construction 5.41% 4,652 5.92 823,400 823,400 5.92 4,652 5.37%
Ineligible Costs 5.18% 4,457 5.67 788,925 788,925 5.67 4,457 5.15%
Developer's G & A 2.00% 1.55% 1,337 1.70 236,625 0.00 0 0.00%
Developer's Profit 13.00% 10.10% 8,690 11.06 1,538,061 1,788,323 12.86 10,104 11.67%
Interim Financing 4.38% 3,767 4.80 666,723 666,723 4.80 3,767 4.35%
Reserves 3.29% 2,826 3.60 500,189 500,189 3.60 2,826 3.26%
TOTAL COST 100.00% $86,017 $109.51 $15,225,039 $15,324,313 $110.22 $86,578 100.00%
Recap-Hard Construction Costs 67.92% $58,424 $74.38 $10,341,116 $10,426,753 $74.99 $58,908 68.04%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage (GMAC) 53.86% $46,328 $58.98 $8,200,000 $8,200,000 $8,200,000 Developer Fee Available
Local HOME Funds 6.57% $5,650 $7.19 1,000,000 1,000,000 1,000,000 $1,787,531
HTC Syndication Proceeds 39.35% $33,848 $43.09 5,991,174 5,991,174 5,990,830 % of Dev. Fee Deferred
Deferred Developer Fees 0.87% $752 $0.96 133,139 133,139 133,483 7%
Additional (Excess) Funds Req'd -0.65% ($561) ($0.71) (99,274) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $15,225,039 $15,324,313 $15,324,313 $2,835,818
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MULTIFAMILY COMPARATIVE ANALYSIS (continued) |
The Villas at Bethel Apartments, Houston, 4% HTC #05444

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $8,200,000 Amort 480
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 6.30% DCR 1.16
Base Cost |$ 4504 $6,262,771
Adjustments Secondary $1,000,000 Amort
Exterior Wall Finish 6.08% $2.74 $380,776 Int Rate 2.00% Subtotal DCR 1.16
Elderly/9-Ft. Ceilings 6.00% 2.70 375,766
Roofing 0.00 0 Additional Amort
Subfloor (0.81) (112,896) Int Rate Aggregate DCR 1.16
Floor Cover 2.00 278,068
Porches/Balconies $18.00 46,412 6.01 835,416 RECOMMENDED FINANCING STRUCTURE APPLICANT'S NOI
Plumbing $605 0.00 0
Built-In Appliances $1,650 177 2.10 292,050 Primary Debt Service $562,128
Stairs/Fireplaces $1,475 16 0.17 23,600 Secondary Debt Service 0
Enclosed Corridors $35.12 0.00 0 Additional Debt Service 0
Heating/Cooling 1.53 212,722 NET CASH FLOW $103,354
Garages/Carports 0 0.00 0
Comm &/or Aux Bldgs $58.70 6,040 2.55 354,548 Primary $8,200,000 Amort 480
Elevators $43,200 5 1.55 216,000 Int Rate 6.30% DCR 1.18
SUBTOTAL 65.59 9,118,822
Current Cost Multiplier 1.12 7.87 1,094,259 Secondary $1,000,000 Amort 0
Local Multiplier 0.88 (7.87) (1,094,259) Int Rate 2.00% Subtotal DCR 1.18
TOTAL DIRECT CONSTRUCTION COSTS $65.59 $9,118,822
Plans, specs, survy, bld prm|  3.90% ($2.56) ($355,634) Additional $0 Amort 0
Interim Construction Interesf  3.38% (2.21) (307,760) Int Rate 0.00% Aggregate DCR 1.18
Contractor's OH & Profit 11.50% (7.54) (1,048,665)
NET DIRECT CONSTRUCTION COSTS $53.27 $7,406,764
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR § YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,432,392  $1,475,364 $1,519,625 $1,565,213 $1,612,170 $1,868,947 $2,166,621 $2,511,708 $3,375,526
Secondary Income 33,000 33,990 35,010 36,060 37,142 43,058 49,915 57,866 77,767
Contractor's Profit 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,465,392 1,509,354 1,654,634 1,601,273 1,649,312 1,912,004 2,216,537 2,569,574 3,453,292
Vacancy & Collection Loss (102,576)  (113,202) (116,598) (120,096) (123,698) (143,400) (166,240) (192,718) (258,997)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $1,362,816  $1,396,152 $1,438,037 $1,481,178 $1,525,613 $1,768,604 $2,050,297 $2,376,856  $3,194,295
EXPENSES at 4.00%
General & Administrative $67,700 $70,408 $73,224 $76,153 $79,199 $96,358 $117,234 $142,634 $211,133
Management 54,470 55802.4061 57476.47827 59200.77262 60976.7958 70688.81851 81947.71464 94999.86103 127671.8693
Payroll & Payroll Tax 142,287 147,978 153,898 160,054 166,456 202,519 246,395 299,777 443,744
Repairs & Maintenance 99,252 103,222 107,351 111,645 116,111 141,267 171,873 209,110 309,533
Utilities 19,470 20,249 21,059 21,901 22,777 27,712 33,716 41,020 60,720
Water, Sewer & Trash 38,500 40,040 41,642 43,307 45,040 54,798 66,670 81,114 120,068
Insurance 32,745 34,055 35,417 36,834 38,307 46,606 56,704 68,989 102,120
Property Tax 172,575 179,478 186,657 194,123 201,888 245,628 298,844 363,589 538,201
Reserve for Replacements 44,250 46,020 47,861 49,775 51,766 62,982 76,627 93,228 138,000
Other 26,085 27,128 28,214 29,342 30,516 37,127 45,171 54,957 81,350
TOTAL EXPENSES $697,334 $724,381 $752,798 $782,336 $813,037 $985,685 $1,195,181 $1,449,418 $2,132,541
NET OPERATING INCOME $665,482 $671,771 $685,238 $698,842 $712,576 $782,919 $855,116 $927,438  $1,061,754
DEBT SERVICE
First Lien Financing $562,128 $562,128 $562,128 $562,128 $562,128 $562,128 $562,128 $562,128 $562,128
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $103,354 $109,643 $123,111 $136,715 $150,448 $220,791 $292,988 $365,310 $499,626
DEBT COVERAGE RATIO 1.18 1.20 1.22 1.24 1.27 1.39 1.52 1.65 1.89
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LIHTC Allocation Calculation - The Villas at Bethel Apariments, Houston, 4% HTC #05444

TCSheet Version Date 4/11/05tg

Page 1

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land | $330,000 | $330,000
Purchase of buildings
(2) Rehabilitation/New Construction Cost
On-site work $1,283,250 $1,283,250 $1,283,250 | $1,283,250
Off-site improvements
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $7,478,726 |  $7,406,764 | $7,478,726 | $7,406,764
(4) Contractor Fees & General Requirements
Contractor overhead $175,240 $173,800 $175,240 $173,800
Contractor profit $525,719 $521,401 $525,719 $521,401
General requirements $525,719 $521,401 $525,719 $521,401
(5) Contingencies $438,099 $434,501 $438,099 $434,501
(6) Eligible Indirect Fees $823,400 $823,400 $823,400 $823,400
(7) Eligible Financing Fees $666,723 $666,723 $666,723 $666,723
(8) All Ineligible Costs $788,925 $788,925
(9) Developer Fees $1,787,531
Developer overhead $236,625 $236,625
Developer fee $1,788,323 $1,538,061 $1,538,061
(10) Development Reserves $500,189 $500,189
TOTAL DEVELOPMENT COSTS $15,324,313 $15,225,039 $13,704,406 $13,605,925
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $13,704,406 $13,605,925
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $17,815,727 $17,687,702
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $17,815,727 $17,687,702
Applicable Percentage 3.54% 3.54%
TOTAL AMOUNT OF TAX CREDITS $630,677 $626,145
Syndication Proceeds 0.9499 $5,990,830 $5,947,779
Total Credits (Eligible Basis Method) $630,677 $626,145
Syndication Proceeds $5,990,830 $5,947,779
Requested Credits $630,713
Syndication Proceeds $5,991,174
Gap of Syndication Proceeds Needed $6,124,313
Credit Amount $644,729
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Applicant Evaluation ||

Project ID # 05444 Name: The Villas at Bethel City: Houston

LIHTC 9% ] LIHTC 4% HOME [ | BOND [ ] HTF [ ] SECO [ ] ESGP[] Other| ]

[ No Previous Participation in Texas (] Members of the development team have been disbarred by HUD

N/A LI No

L No

National Previous Participation Certification Received: L yes

Noncompliance Reported on National Previous Participation Certification: L Yes
Portfolio Management and Compliance

Projects in Material Noncompliance

Total # of Projects monitored: 10 # in noncompliance: 0
Yes [ ] No
Projects zero to nine: 10 Projects not reported ~ Yes [
grouped ten to nineteen: 0 # monitored with a score less than thirty: 10 in application No
b . . . . .
y score twenty to twenty-nine: 0 # not yet monitored or pending review: 1 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable
Review pending [] Review pending L] Review pending U]
No unresolved issues [] No unresolved issues [] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that L] Issues found regarding late audit [ | Unresolved issues found that L]
warrant disqualification Unresolved issues found that ] warrant disqualification
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 12/20/2005
Multifamily Finance Production Single Family Finance Production Real Estate Analysis

Not applicable

Review pending

No unresolved issues
Unresolved issues found

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer S. Roth

OO RO

Date 12/19/2005

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer EEF

Date 12/16/2005

Executive Director:

RN ERNRY

Edwina Carrington

Not applicable
Review pending [
No unresolved issues [
Unresolved issues found [
Unresolved issues found that [

warrant disqualification
(Comments attached)

Reviewer Paige McGilloway

Date 12/15/2005

Office of Colonia Initiatives

Not applicable
Review pending
No unresolved issues

Unresolved issues found

oo

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Executed:

(Cost Certification and Workout)
Not applicable [

Review pending

U]
No unresolved issues []
Unresolved issues found [

L]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Financial Administration

No delinquencies found

Delinquencies found [

Reviewer Melissa M. Whitehead

Date 12/22/2005

day, December 28, 2005



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for Arbor Court.

Summary of the Transaction

The application was received on November 18, 2005. The Issuer for this transaction is Harris County HFC. The
development is located at 802 Seminar Dr. in Houston. Demographics for the census tract include AMFI of
$30,109; the total population is 8776; the percent of population that is minority is 93.48%; the percent of
population that is below the poverty line is 26.13%; the number of owner occupied units is 85; the number of
renter units is 3430 and the number of vacant units is 1116. The percent of population that is minority for the entire
City of Houston is 69% (Census information from FFIEC Geocoding for 2005). The development is an
acquisition/rehabilitation and will consist of 232 total units targeting the general population, with all affordable —
for a Priority 3 bond transaction this means that at least 75% of the units must have rents at 30% of 80% AMFI and
that they meet one of the minimum housing tax credit elections. There is no zoning required for the Houston area.
The Department has received no letters of support and no letters in opposition. The bond priority for this
transaction is:

[ ] Priority 1A: Set aside 50% of units that cap rents at 30% of 50% AMFI and
Set aside 50% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1B: Set aside 15% of units that cap rents at 30% of 30% AMFI and
Set aside 85% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1C: Set aside 100% of units that cap rents at 30% of 60% AMFI (Only for projects
located in a census tract with median income that is greater than the median
income of the county MSA, or PMSA that the QCT is located in.

(MUST receive 4% Housing Tax Credits)

[ ] Priority 2: Set aside 100% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)
X Priority 3: Any qualified residential rental development.
y yq P
Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for Arbor Court.

Page 1 of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Arbor Court, TDHCA Number 05449

BASIC DEVELOPMENT INFORMATION

05449
Family

Site Address: 802 Seminar Drive Development #:
City: Houston Region: 6 Population Served:
County: Harris Zip Code: 77060 Allocation:

HTC Set Asides: [ ] At-Risk [] Nonprofit [J USDA L] Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: Harris County HFC

HTC Purpose/Activity: NC=New Construction, ACQ=Acquisition, R=Rehabilitation, NC/ACQ=New Construction
NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

ACQ/R

and Acquisition,

OWNER AND DEVELOPMENT TEAM

Owner: FPI-Arbor Court, LP
Hans Juhle - Phone: (415) 788-0700
Developer: Fidelity Partners, Inc.
Housing General Contractor: Fidelity Partners, Inc.
Architect: To Be Determined
Market Analyst: Butler Burgher
Syndicator: Boston Capital
Supportive Services: Rainbow Housing Assistance Corp.
Consultant: State Street Housing Advisors, LP

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 232
0 0 0 232 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 64 168 0 0 Total Development Units: 232
Type of Building: 5 units or more per bldng Total Development Cost: $10,933,765
Number of Residential Buildings: 15
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $367,441 $350,478 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

2/8/2006 09:54 AM




R

TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Arbor Court, TDHCA Number 05449

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment

State/Federal Officials with Jurisdiction:

TX Senator: Whitmire, District 15 NC Points: \ 0 US Representative: Jackson-Lee, District 18, NC
TX Representative: Thompson, District 141 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Bill White, Mayor, City of Houston - NC Resolution of Support from Local Government []

Milton Wilson, Jr., Director, Housing and Community
Development Department; The proposed rehabilitation is
consistent with the City of Houston's Consolidated Plan.

Individuals/Businesses: In Support: 0 In Opposition: 0
Neighborhood Input:

General Summary of Comment:
The Department has received no letters of support and no letters of opposition.
CONDITIONS OF COMMITMENT

1. Per §49.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Receipt, review, and acceptance of a flood hazard mitigation plan to include, at a minimum, consideration and documentation of flood plain
reclamation site work costs if any, building flood insurance and tenant flood insurance costs, prior to initial closing on the property.

3. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated and an adjustment to the
credit amount may be warranted.

2/8/2006 09:54 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Arbor Court, TDHCA Number 05449

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

9% HTC Competitive Cycle: [ ] Score: [] Meeting a Required Set-Aside Credit Amount: $0

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0
Recommendation:
4% Housing Tax Credits with Bond Issuance: Credit Amount: $350,478

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $350,478 annually for ten years, subject to
conditions.

Private Activity Bond Issuance with TDHCA: Bond Amount: $0

Recommendation:

2/8/2006 09:54 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: February 2, 2006 PROGRAM: 4% HTC FILE NUMBER: 05449

DEVELOPMENT NAME |

Arbor Court Apartments
APPLICANT
Name: FPI - Arbor Court, L.P. Type: For-profit
Address: 556 Commercial Street, Suite 300 City: San Francisco State: CA
Zip: 94111  Contact:  Hans Juhle Phone: (415) 788-0700  Fax: (415) 788-0435
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Gung Ho - Arbor Court, LLC (%): 0.01 Title: Managing General Partner
. o/, o 100% Owner of Gung Ho —
Name: Gung Ho Partners, LLC (%): N/A Title: Arbor Coutt, LLC
100% Owner of Gung Ho —
Name: Fidelity Partners, Inc. (%): N/A Title: Partners, LLC and
developer/contractor
N .
Name: Joseph L. Sherman (%):  N/A Title: 49% Ovmer of Fidelity
Partners, Inc.
o .
Name: Sandra Sherman (%):  N/A Title: 51% Owner of Fidelity

Partners, Inc.

Name: State Street Housing Advisors, LP (%): N/A Title: Consultant

PROPERTY LOCATION

Location: 802 Seminar Drive X oct [ ] bppa
City: Houston County: Harris Zip: 77060
REQUEST
Amount Interest Rate Amortization Term

1) $367,441 N/A N/A N/A
Other Requested Terms: 1) Annual ten-year allocation of housing tax credits
Proposed Use of Funds: Acquisition/rehab Property Type: Multifamily
Special Purpose (s): General Population

RECOMMENDATION |

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$350,478 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS |

1. Receipt, review, and acceptance of a flood hazard mitigation plan to include, at a minimum,
consideration and documentation of flood plain reclamation site work costs if any, building flood
insurance and tenant flood insurance costs, prior to the initial closing on the property;

2. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit amount may be warranted.



TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Non-Res. # of
Units: 232 Buildings 15 Buildings 1 Floors 2 Age: 26 yss Vacant: 0 at 11/ K 2005

Net Rentable SF: 181,904 Av Un SF: 784 Common Area SF: 1,441  Gross Bldg SF: 183,345

STRUCTURAL MATERIALS

The structures is wood frame on a slab on grade. According to the plans provided in the application the
exteriors is comprised as follows: 50% brick veneer/25% cement fiber siding, and 25% wood siding. The
interior wall surfaces is drywall and the pitched roofs is finished with composite shingles.

APPLIANCES AND INTERIOR FEATURES

The interior flooring is a combination of carpeting & vinyl tile. Each unit will include: range & oven, hood &
fan, dishwasher, refrigerator, fiberglass tub/shower, laminated counter tops, individual water heaters, and
individual heating and air conditioning.

ONSITE AMENITIES

A 1,441-square foot leasing office does include a computer room and a central mailroom. The leasing office,
swimming pool, and equipped children's play area are located at the entrance to the property. In addition, a
basketball court and perimeter fencing with limited access gates are planned for the site.

Uncovered Parking: 337 spaces  Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Arbor Court is a 24.6-unit per acre acquisition and rehabilitation development of 232 units of
affordable housing located in north Houston The development was built in 1979 and is comprised of 15
sporadically distributed large garden style, walk-up residential buildings as follows:

e Four Building Type A with 16 one-bedroom/one-bath units;

e One Building Type B with 8 two-bedroom/one-bath units;

e Two Building Type C with 16 two-bedroom/one-bath units;

e Eight Building Type D with 16 two-bedroom/two-bath units;

Existing Subsidies: The property currently operates under a HUD Section 8 project-based Housing
Assistance Payment (HAP) contract for all 232 units. The HAP contract will expire on April 15, 2007 and has
been assigned to the new owner in conjunction with the acquisition/rehabilitation transaction. HUD will
recommend and process the new owner’s and/or the current owner’s, anticipated request for a new 20-year

HAP contract for the project, subject to the availability of sufficient Congressional Appropriations for all 232
units.

Development Plan: The buildings are currently 100% occupied and appear to be in a fair to good overall
condition. The proposed renovations include rehab of the interior of all 116 second floor apartment units to
include new kitchen cabinets and counters, new bathroom cabinets and counters, removal of all carpet and
installation of vinyl tile, new appliances for approximately 50 units, and select interior work and new windows
for select units. Replacement of kitchen cabinets and countertops including the sinks and associate plumbing,
faucets and disposals. Replacement of appliances and HVAC equipment and water heaters in 50 units.
Replacement of doors, window coverings, hardware in 50 units. Replacement of flooring in 125 units.
Exterior work will include re-roofing the buildings, drainage system repairs, soffits repairs and exterior
painting. Installing perimeter fencing, concrete repairs, landscaping upgrades and clubhouse renovations. The
rehabilitation will be phased to not require displacement of current residents.

Architectural Review: The building and unit plans are of good design, sufficient size and are comparable to
other apartment developments. They appear to provide acceptable access and storage. The elevations reflect
modest buildings with simple fenestration.
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SITE ISSUES

SITE DESCRIPTION

Size: 9.436 acres 411,032 square feet Flood Zone Designation: Zone AE

Zoning:  No zoning in Houston

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The site is an irregularly-shaped parcel located in the northern area of Houston, approximately
fifteen miles from the central business district. The site is situated on the east side of Seminar Drive.

Adjacent Land Uses:
e North: Greens Road immediately adjacent and vacant land beyond;

e South: single-family residential homes immediately adjacent;

e [East: Drainage easement and West Hardy Road immediately adjacent and industrial buildings beyond;
and

e West: Seminar Drive immediately adjacent and multifamily rental communities beyond.

Site Access: Access to the property is from the north or south from Seminar Drive. The development has
three entries, all from the north or south from Seminar Drive. Access to Interstate Highway 45 is less than one
mile west, which provides connections to all other major roads serving the Houston area.

Public Transportation: “Public bus transportation is available in the market area, although private vehicular
transportation is most common. METRO has bus stops on Greens Road, west of the site.” (p. 55)

Shopping & Services: The site is within several miles of major grocery stores, two major shopping centers, a
multi-screen theater, and a variety of other retail establishments and restaurants. Schools, churches, and
hospitals and health care facilities are located within a short driving distance from the site.

Special Adverse Site Characteristics: The following issues have been identified as potentially bearing on

the viability of the site for the proposed development:

e Floodplain: “According to Federal Emergency Management Agency (FEMA) Flood Insurance Rate Map
(FIRM) Panel No. 48201C 0460 J, dated November 6, 1996, the site falls in Zone AE. This zone is
designated as a special flood hazard area prone to the 100-year flood event. In fact, we have been
informed that the subject flooded three times from 2001 to 2003. However, we have also been informed
that the subject is less likely to occur in the future as a result of the Greens Bayou Mid Reach Flood
Reduction Plan. This plan has resulted in three detention sites being purchased along the bayou, with a
fourth proposed for acquisition in the near future. In addition, the existing channels/bayous have been
cleared of debris and have been both deepened and widened. On-site management reported that the site
did not flood during the most recent period of heavy rainfall. Nevertheless, the site falls entirely in the
100-year flood plain, per the FEMA map.” (p. 52) The 2005 QAP allows existing developments with
federal funding assistance from HUD to be funded with tax credits, the Department’s underwriting rules
require that all such developments with unmitigated flood plain issues also provide a mitigation plan.
Receipt, review, and acceptance of a flood hazard mitigation plan to include, at a minimum, consideration
and documentation of flood plain reclamation sitework costs, building flood insurance and tenant flood
insurance costs prior to the initial closing on the property is a condition of this report.

Site Inspection Findings: TDHCA staff performed a site inspection on December 21, 2005 and found the
location to be acceptable for the proposed development.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase 1 Environmental Site Assessment report dated September 27, 2005 was prepared by Unovate
Environmental Services, LP and contained the following findings and recommendations: “Based on the site
information gathered herein, the assessment revealed no significant evidence of environmental concerns in
connection with the subject property, except for the suspected presence of asbestos contain materials, as
described herein.” (p. 21) “The discovered asbestos containing materials on the property are in good shape
and do not presently constituting a risk to human health.” (p. 12)
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POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. As a Priority 3 private activity bond lottery development the Applicant has elected the 100% of
units at 60% option. Two hundred and thirty-two of the units (100% of the total) will be reserved for low-
income tenants. Two hundred and thirty-two of the units (100%) will be reserved for households earning 60%
or less of AMGI.

MAXIMUM ELIGIBLE INCOMES
1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

60% of AMI $25,620 $29,280 $32,940 $36,600 $39,540 $42,480

MARKET HIGHLIGHTS

A market feasibility study dated November 3, 2005 was prepared by Butler Burgher (“Market Analyst”) and
highlighted the following findings:

Definition of Primary Market Area (PMA): “The primary market area boundaries are Rankin Road on the
north, John F. Kennedy Boulevard and Gloger Street on the east, Little York road on the south, and IH 45 on
the west.” (p. 44). This area encompasses approximately 32.3 square miles and is equivalent to a circle with a
radius of 3.2 miles.

Population: The estimated 2005 population of the PMA was 92,710 and is expected to increase by 5% to
approximately 97,428 by 2010. Within the primary market area there were estimated to be 27,175 households
in 2005.

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand of 2,697
qualified households in the PMA, based on the current estimate of 27,175 households, the projected annual
growth rate of 3%, renter households estimated at 47% of the population, income-qualified households
estimated at 32%, and an annual renter turnover rate of 63 %. (p. 68). The Market Analyst used an income
band of $14,571 to $32,940.

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 69 3% 34 1%
Resident Turnover 2,628 97% 2,674 99%
TOTAL ANNUAL DEMAND 2,697 100% 2,708 100%
Ref: p. 68

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 8.45% based upon 2,697
units of demand and 228 unstabilized affordable housing units (Chisholm Trail) in the PMA (which did not
include the subject) (p. 68). The Underwriter calculated an inclusive capture rate of 17% based upon a revised
supply of unstabilized comparable affordable units of 460 divided by a revised demand of 2,708. The subject
development is currently 100% occupied with everyone receiving a HAP rental subsidy, and it is likely the
existing tenants will choose to remain at the property. Therefore, an inclusive capture rate calculation is not a
meaningful tool for determining the feasibility of the subject development.

Local Housing Authority Waiting List Information: “The subject currently has a waiting list of
approximately 400 households at the property under its current Section 8 HAP program.” (p. 63)

Market Rent Comparables: The Market Analyst surveyed seven comparable apartment projects totaling
1,620 units in the market area. (p. 77).
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RENT ANALYSIS (net tenant-paid rents)
Unit Type (% AMI) Proposed |Program Max| Differential Est. Market Differential
1-Bedroom HAP (60%) (583 SF) $462 $462 $0 $586 -$124
1-Bedroom HAP (60%) (635 SF) $491 $491 $0 $586 -$95
2-Bedroom HAP (60%) (766 SF) $536 $536 $0 $708 -$172
2-Bedroom HAP (60%) (860 SF) $589 $589 $0 $708 -$119
2-Bedroom HAP (60%) (875 SF) $588 $588 $0 $708 -$120
2-Bedroom HAP (60%) (896 SF) $621 $621 $0 $708 -$87

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =$600, differential = -$100)

Primary Market Occupancy Rates: “Occupancy is expected to remain stabilized in the mid-90% range
upon completion of renovations.” (p. 70)

Absorption Projections: “As the subject is stabilized and currently exists under a Section 8 HAP contract,
with a waiting list of approximately 400 households, absorption at the subject is not warranted.” (p. 70)

Market Study Analysis/Conclusions: The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are the maximum rents allowed under the HAP contract and are
achievable according to the Market Analyst even though they are lower than the maximum net tax credit rents.
Estimates of secondary income are in line with TDHCA underwriting guidelines, but vacancy and collection
losses are greater. As a result of these differences the Applicant’s effective gross income estimate is $11,892
less than the Underwriter’s estimate.

Expenses: The Applicant’s total expense estimate of $4,198 per unit is within 5% of the Underwriter’s
database-derived estimate of $4,217 per unit for comparably-sized developments. The Applicant’s budget
show one line item estimate, however, that deviates significantly when compared to the database averages,
particularly property insurance ($98.7K higher). This may be reflective of the anticipated cost of flood
insurance.

Conclusion: The Applicant’s estimated income is consistent with the Underwriter’s expectations, total
operating expenses are within 5% of the database-derived estimate, and the Applicant’s net operating income
(NOI) estimate is within 5% of the Underwriter’s estimate. Therefore, the Applicant’s NOI should be used to
evaluate debt service capacity. In both the Applicant’s and the Underwriter’s income and expense estimates
there is sufficient net operating income to service the proposed first lien permanent mortgage at a debt
coverage ratio that is within the TDHCA underwriting guidelines of 1.10 to 1.30. It should be noted that the
Applicant’s debt service estimate is $13,745 less than the underwriter’s estimate.

ACQUISITION VALUATION INFORMATION

APPRAISED VALUE
Land Only: (9.436) acres $820,000 Date of Valuation: 10/ 13/ 2005
Existing Building(s): “as is” $7,270,000 Date of Valuation: 10/ 13/ 2005
Total Development: “as is” $8,090,000 Date of Valuation: 10/ 13/ 2005
Appraiser: L. Kyle Lewallen City:  Austin Phone: (512)  391-0850

APPRAISAL ANALYSIS/CONCLUSIONS

An appraisal, provided by the purchaser, was performed by Kyle Lewallen of Butler Burgher, Inc. and dated
October 13, 2005. The appraisal provides three values: “as-is”, “prospective value” (as completed), and land
value. The current “as-is” value is most important in the valuation and underwriting of this property because it
should and does support the purchase price of the subject. For the “as-is” valuation, the primary approach
used was the sales comparison approach. In this case the value and purchase price are very similar. Based

upon the solid quality comparable land sales the value of the underlying land was valued at $820,000 or 10.1%
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of the total appraised value. Due to the quality of the comparable sales the appraisal provides a reasonable
estimation of land value.

ASSESSED VALUE
Land: (9.436) acres $1,222,890 Assessment for the Year of: 2005
Building: $3,876,110 Valuation by: Harris County Appraisal District
Total Assessed Value: $5,099,000 Tax Rate: 3.23732

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Purchase and sale agreement (9.436 acres)

Contract Expiration Date: 11/ 9/ 2005 Anticipated Closing Date: 11/ 9/ 2005
Acquisition Cost: $6,200,000 Other Terms/Conditions: Earnest money - $62,000
Seller:  THP Arbor Court, L.P. Related to Development Team Member: No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The Applicant claimed eligible basis based upon a building value percentage of 86.8%
applied to the contract price or $6,200,000. The assessed value concluded the “as-is” market value of the land
to be $1,222,890 which is greater than either the Appraiser’s value for the land or the prorated value applied
by the Applicant. Pursuant to 10TAC 1.32 (e)(1)(c) the Underwriter has used the most conservative building
value approach of subtracting the prorata actual assessed land value from the sales price to conclude a value
for the existing buildings of $4,977,110, or 80% of the total value of the subject property.

Direct Construction Cost: The Applicant’s scope of work is detailed and consistent with the cost
breakdown. The PCA costs appear reasonable but provide slightly lower direct construction cost totals of
$1,390,748 and this is the basis of the Underwriter’s cost analysis. The Rehabilitation will substantially
improve the condition of the housing with $7,433 per unit in direct hard costs which will satisfy the minimum
requirement of $6,000 per unit in 2005, but is less that the minimum of $12,000 per unit in 2006.

Fees: The Applicant’s contractor’s for general requirements, general and administrative expenses, and profit
are all within the maximums allowed by TDHCA guidelines. The Applicant’s developer fees exceed 15% of
the Applicant’s adjusted eligible basis by $13,875 and therefore the eligible portion of the Applicant’s
developer fee must be reduced by the same amount.

Conclusion: As is the case with most rehabilitation transactions the Applicant’s total development cost
estimate is within 5% of the Underwriter’s estimate due to the use of the PCA supplied by the Applicant for
verification of the Applicant’s costs. Therefore the Underwriter’s costs are in essence the Applicant’s costs
adjusted for any miscalculated eligible basis. In this case the PCA costs provide a slightly lower eligible basis.
As a result an eligible basis of $3,212,944 is used to determine a credit allocation of $350,478 from this
method. The resulting syndication proceeds will be used to compare to the gap of need using the
Underwriter’s costs to determine the recommended credit amount.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source: ~ GMAC Commercial Mortgage Contact:  Lloyd Griffin

Tax-Exempt Amount:  $6,600,000 Interest Rate: 5.75%

Additional Information:

Amortization: 30 yIs Term: 30 yrIs Commitment: [ | LOI [] Firm [X] Conditional

Annual Payment: $437,345 Lien Priority:  Ist Date: 11/ 11/ 2005
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TAX CREDIT SYNDICATION

Source: Boston Capital Contact: Thomas Dixon
Net Proceeds: $3,532,636 Net Syndication Rate (per $1.00 of 10-yr HTC) 99.55¢
Commitment: [] Lot [] Firm X] Conditional Date: 12/ 14/ 2005

Additional Information:

APPLICANT EQUITY

Amount:  $801,129 Source: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Harris County Housing
Finance Corporation and purchased by GMAC Commercial Mortgage. The permanent financing commitment
is generally consistent with the terms reflected in the sources and uses of funds listed in the application. The
debt service amount however appears to be lower than the amount calculated bye the Underwriter.

HTC Syndication: The tax credit syndication commitment is consistent with the terms reflected in the
sources and uses of funds listed in the application.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $801,129 amount to 65%
of the total fees.

Financing Conclusions: Based on the Underwriter’s estimate of eligible basis, the HTC allocation should not
exceed $350,478 annually for ten years, resulting in syndication proceeds of approximately $3,488,658.
Based on the underwriting analysis, the Applicant’s deferred developer fee will be increased to $845,107,
which represents approximately 69% of the eligible fee and which should be repayable from cash flow within
ten years. Should the Applicant’s final direct construction cost exceed the cost estimate used to determine
credits in this analysis, additional deferred developer’s fee may be available to fund those development cost
overruns.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, and General Contractor firms are all related entities. These are common
relationships for HTC-funded developments.

APPLICANT'S/PRINCIPALS’ FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

e The Applicant and General Partner are single-purpose entities created for the purpose of receiving
assistance from TDHCA and therefore have no material financial statements.

e The 100% Owner of the General Partner, Fidelity Partners, Inc., submitted an unaudited financial
statement as of October 31, 2005 reporting total assets of $1.6M. Liabilities totaled $715K, resulting in a
net worth of $870K.

e The principal of the General Partner, Joseph Sherman, submitted an unaudited financial statement as of
November 30, 2005 and is anticipated to be guarantor of the development.

Background & Experience:

e The Applicant and General Partner are new entities formed for the purpose of developing the project.

e Multifamily Finance Production staff has verified that the Department’s experience requirements have
been met and Portfolio Management and Compliance staff will ensure that the proposed owners have an
acceptable record of previous participation.
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SUMMARY OF SALIENT RISKS AND ISSUES

e Significant locational risks exist regarding the previous flooding issues and the property being in an AE
flood zone.

e The property’s project-based rent subsidy is subject to Federal funding and may not be renewed as
anticipated.

e The significant financing structure changes being proposed have not been reviewed or accepted by the
Applicant, lenders, and syndicators, and acceptable alternative structures may exist.

Underwriter: Date: February 2, 2006

Carl Hoover
Director of Real Estate Analysis: Date: February 2, 2006

Tom Gouris




MULTIFAMILY COMPARATIVE ANALYSIS

Arbor Court, Houston, 4% HTC #05449

Type of Unil Number Bedrooms | No. of Baths _ Size in SF Gross Rent Lmt. Net Rent per Unil Rent per Month Rent per SF Tnt-Pd Ut | Wir, Swr, Trsh
HAP<TC (60%) 32 1 1 583 $686 $462 $14,784 $0.79 $121.00 $32.31
HAP<TC (60%) 32 1 1 635 686 $491 15,712 0.77 121.00 32.31
HAP<TC (60%) 40 2 2 766 823 $536 21,440 0.70 125.00 32.31
HAP<TC (60%) 48 2 2 860 823 $589 28,272 0.68 125.00 32.31
HAP<TC (60%) 32 2 2 875 823 $588 18,816 0.67 125.00 32.31
HAP<TC (60%) 48 2 2 896 823 $621 29,808 0.69 125.00 32.31

TOTAL: 232 AVERAGE: 784 $785 $555 $128,832 $0.71 $123.90 $32.31
INCOME Total Net Rentable Sq Ft: 181,904 TDHCA APPLICANT Comptroller's Region 6
POTENTIAL GROSS RENT $1,545,984 $1,545,984 IREM Region Houston

Secondary Income Per Unit Per Month: $14.17 39,456 39,456 $14.17 Per Unit Per Month
Other Support Income: (describe) 0
POTENTIAL GROSS INCOME $1,585,440 $1,585,440
Vacancy & Collection Loss % of Potential Gross Income: -5.00% (79,272) (91,164) -5.75% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $1,506,168 $1,494,276
EXPENSES % OF EGI PER UNIT PER SQFT PER SQFT PER UNIT % OF EGI
General & Administrative 2.44% $158 0.20 $36,703 $33,764 $0.19 $146 2.26%
Management 4.46% 289 0.37 67,155 59,771 0.33 258 4.00%
Payroll & Payroll Tax 14.05% 912 1.16 211,565 177,349 0.97 764 11.87%
Repairs & Maintenance 6.33% 411 0.52 95,338 45,259 0.25 195 3.03%
Utilities 5.73% 372 047 86,232 95,120 0.52 410 6.37%
Water, Sewer, & Trash 5.97% 388 0.49 89,951 87,600 0.48 378 5.86%
Property Insurance 4.23% 274 0.35 63,666 162,400 0.89 700 10.87%
Property Tax 3.23732 10.97% 712 0.91 165,233 165,184 0.91 712 11.05%
Reserve for Replacements 4.62% 300 0.38 69,600 58,000 0.32 250 3.88%
Other: compl fees, security & Supp. Se  6.17% 400 0.51 92,880 89,400 0.49 385 5.98%
TOTAL EXPENSES 64.95% $4,217 $5.38 $978,323 $973,847 $5.35 $4,198 65.17%
NET OPERATING INC 35.05% $2,275 $2.90 $527,845 $520,429 $2.86 $2,243 34.83%
DEBT SERVICE
GMAC Commercial Mortgage 30.69% $1,992 $2.54 $462,190 $448,445 $2.47 $1,933 30.01%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW 4.36% $283 $0.36 $65,655 $71,984 $0.40 $310 4.82%
AGGREGATE DEBT COVERAGE RATIO 1.14 1.16
RECOMMENDED DEBT COVERAGE RATIO 1.13
CONSTRUCTION COST
Descrip(ion Factor % of TOTAL PER UNIT PERSQFT TDHCA APPLICANT PERSQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 56.32% $26,724 $34.08 $6,200,000 $6,200,000 $34.08 $26,724 56.71%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 0.00% 0 0.00 0 0 0.00 0 0.00%
Direct Construction 12.63% 5,995 7.65 1,390,748 1,392,000 7.65 6,000 12.73%
Contingency 10.00% 1.26% 599 0.76 139,075 139,200 0.77 600 1.27%
General Req'ts 6.00% 0.76% 360 0.46 83,445 83,520 0.46 360 0.76%
Contractor's G & A 2.00% 0.25% 120 0.15 27,815 27,840 0.15 120 0.25%
Contractor's Profit 6.00% 0.76% 360 0.46 83,445 83,520 0.46 360 0.76%
Indirect Construction 3.94% 1,871 2.39 434,167 434,167 2.39 1,871 3.97%
Ineligible Costs 5.89% 2,794 3.56 648,160 648,160 3.56 2,794 5.93%
Developer's G & A 2.00% 1.41% 670 0.85 155,419 0 0.00 0 0.00%
Developer's Profit 13.00% 9.18% 4,354 5.55 1,010,227 1,240,188 6.82 5,346 11.34%
Interim Financing 5.77% 2,738 3.49 635,170 635,170 3.49 2,738 5.81%
Reserves 1.83% 870 1.11 201,813 50,000 0.27 216 0.46%
TOTAL COST 100.00% $47,455 $60.52 $11,009,483 | $10,933,765 $60.11 $47,128 100.00%
Recap-Hard Construction Costs 15.66% $7,433 $9.48 $1,724,527 $1,726,080 $9.49 $7,440 15.79%
SOURCES OF FUNDS RECOMMENDED
GMAC Commercial Mortgage 59.95% $28,448 $36.28 $6,600,000 $6,600,000 $6,600,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 $1,226,313
HTC Syndication Proceeds 32.09% $15,227 $19.42 3,532,636 3,532,636 3,488,658 % of Dev. Fee Deferred
Deferred Developer Fees 7.28% $3,453 $4.40 801,129 801,129 845,107 69%
Additional (Excess) Funds Req'd 0.69% $326 $0.42 75,718 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $11,009,483 | $10,933,765 $10,933,765 $1,614,967
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MULTIFAMILY COMPARATIVE ANALYSIS (continued) |
Arbor Court, Houston, 4% HTC #05449

PAYMENT COMPUTATION
Primary $6,600,000 Amort 360
Int Rate 5.75% DCR 1.14
Secondary $0 Amort
Int Rate 0.00% Subtotal DCR 1.14
Additional $3,532,636 Amort
Int Rate Aggregate DCR 1.14

RECOMMENDED FINANCING STRUCTURE APPLICANT'S I

Primary Debt Service $462,190
Secondary Debt Service 0
Additional Debt Service 0
NET CASH FLOW $58,239
Primary $6,600,000 Amort 360
Int Rate 5.75% DCR 113
Secondary $0 Amort 0
Int Rate 0.00% Subtotal DCR 1.13
Additional $3,532,636 Amort 0
Int Rate 0.00% Aggregate DCR 1.13
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,545,984 $1,592,364 $1,640,134 $1,689,338 $1,740,019 $2,017,158 $2,338,440 $2,710,892 $3,643,213
Secondary Income 39,456 40,640 41,859 43,115 44,408 51,481 59,681 69,186 92,981
Contractor's Profit 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,685,440 1,633,003 1,681,993 1,732,453 1,784,427 2,068,640 2,398,120 2,780,079 3,736,193
Vacancy & Collection Loss (91,164) (81,650) (84,100) (86,623) (89,221) (103,432) (119,906) (139,004) (186,810)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $1,494,276 $1,551,353 $1,597,894 $1,645,830 $1,695,205 $1,965,208 $2,278,214 $2,641,075 $3,549,384
EXPENSES at 4.00%
General & Administrative $33,764 $35,115 $36,519 $37,980 $39,499 $48,057 $58,468 $71,136 $105,298
Management 59,771 62054.0385 63915.6597 65833.12949 67808.12338 78608.19946 91128.44766  105642.8468 141975.1522
Payroll & Payroll Tax 177,349 184,443 191,821 199,494 207,473 252,423 307,111 373,648 553,090
Repairs & Maintenance 45,259 47,070 48,952 50,910 52,947 64,418 78,374 95,354 141,148
Utilities 95,120 98,925 102,882 106,997 111,277 135,385 164,717 200,403 296,646
Water, Sewer & Trash 87,600 91,104 94,748 98,538 102,480 124,682 151,695 184,560 273,194
Insurance 162,400 168,896 175,652 182,678 189,985 231,146 281,224 342,152 506,469
Property Tax 165,184 171,791 178,663 185,810 193,242 235,108 286,045 348,018 515,151
Reserve for Replacements 58,000 60,320 62,733 65,242 67,852 82,552 100,437 122,197 180,882
Other 89,400 92,976 96,695 100,563 104,585 127,244 154,812 188,352 278,807
TOTAL EXPENSES $973,847 $1,012,693 $1,052,580 $1,094,045 $1,137,148 $1,379,624 $1,674,013 $2,031,464 $2,992,660
NET OPERATING INCOME $520,429 $538,660 $545,313 $551,786 $558,057 $585,584 $604,202 $609,611 $556,723
DEBT SERVICE
First Lien Financing $462,190 $462,190 $462,190 $462,190 $462,190 $462,190 $462,190 $462,190 $462,190
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $58,239 $76,470 $83,123 $89,596 $95,868 $123,394 $142,012 $147,421 $94,534
DEBT COVERAGE RATIO 1.13 1.17 1.18 1.19 1.21 1.27 1.31 1.32 1.20
TCSheet Version Date 4/11/05tg Page 2 05449 Arbor Court.xls Print Date2/7/2006 10:13 AM




LIHTC Allocation Calculation - Arbor Court, Houston, 4% HTC #05449

APPLICANT'S TDHCA APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land |  $820,000 |  $1,222,890 |
Purchase of buildings $5,380,000 $4,977,110 $5,380,000 $4,977,110 |
(2) Rehabilitation/New Construction Cost
On-site work | | |
Off-site improvements
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $1,392,000 [ $1,390,748 | | | $1,392,000 | $1,390,748
(4) Contractor Fees & General Requirements
Contractor overhead $27,840 $27,815 $27,840 $27,815
Contractor profit $83,520 $83,445 $83,520 $83,445
General requirements $83,520 $83,445 $83,520 $83,445
(5) Contingencies $139,200 $139,075 $139,200 $139,075
(6) Eligible Indirect Fees $434,167 $434,167 $434,167 $434,167
(7) Eligible Financing Fees $635,170 $635,170 $635,170 $635,170
(8) All Ineligible Costs $648,160 $648,160
(9) Developer Fees $807,000 $746,567 $419,313 $419,080
Developer overhead $155,419
Developer fee $1,240,188 $1,010,227
(10) Development Reserves $50,000 $201,813
TOTAL DEVELOPMENT COSTS $10,933,765 $11,009,483 $6,187,000 | $5,723,677 | $3,214,730 | $3,212,944
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $6,187,000 $5,723,677 $3,214,730 $3,212,944
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $6,187,000 $5,723,677 $4,179,148 $4,176,827
Applicable Fraction 100% 100% 100% 100%
TOTAL QUALIFIED BASIS $6,187,000 $5,723,677 $4,179,148 $4,176,827
Applicable Percentage 3.54% 3.54% 3.54% 3.54%
TOTAL AMOUNT OF TAX CREDITS $219,020 $202,618 $147,942 $147,860
Syndication Proceeds 0.9954 $2,180,124 $2,016,862 $1,472,614 $1,471,796

Total Credits (Eligible Basis Method)

Syndication Proceeds

Requested Credits

Syndication Proceeds

Gap of Syndication Proceeds Needed

TCSheet Version Date 4/11/05tg

Credit Amount

Page 1

$366,962 $350,478

$3,652,738

$367,441
$3,657,509
$4,333,765
$435,379

$3,488,658

05449 Arbor Court.xls Print Date2/7/2006 10:13 AM
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Applicant Evaluation ||

Project ID # 05449 Name: Arbor Court City: Houston

LIHTC 9% ] LIHTC 4% HOME [ | BOND [ ] HTF [ ] SECO [ ] ESGP[] Other| ]

No Previous Participation in Texas (] Members of the development team have been disbarred by HUD

N/A LI No

L No

National Previous Participation Certification Received: L yes

Noncompliance Reported on National Previous Participation Certification: L Yes
Portfolio Management and Compliance

Projects in Material Noncompliance

Total # of Projects monitored: 0 # in noncompliance: 0
Yes [ ] No
Projects zero to nine: 0 Projects not reported ~ Yes [
grouped ten to nineteen: 0 # monitored with a score less than thirty: 0 in application No
b . . . . .
y score twenty to twenty-nine: 0 # not yet monitored or pending review: 0 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable L]
Review pending [] Review pending L] Review pending U]
No unresolved issues [] No unresolved issues [] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that L] Issues found regarding late audit [ | Unresolved issues found that L]
warrant disqualification Unresolved issues found that ] warrant disqualification
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 1/27/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis

Not applicable

Review pending

No unresolved issues
Unresolved issues found

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer S. Roth

OO RO

Date 1/30/2006

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Executive Director:

Oodotd

Edwina Carrington

Not applicable
Review pending [
No unresolved issues [
Unresolved issues found [
Unresolved issues found that [

warrant disqualification
(Comments attached)

Reviewer Sandy M. Garcia

Date 1/27/2006

Office of Colonia Initiatives

Not applicable
Review pending
No unresolved issues

Unresolved issues found

oo

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

(Cost Certification and Workout)
Not applicable [

Review pending

U]
No unresolved issues []
Unresolved issues found [

L]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Financial Administration

No delinquencies found

Delinquencies found [

Reviewer Melissa M. Whitehead

Date 1/30/2006

Executed: onday, February 06, 2006



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for North Oaks
Apartments.

Summary of the Transaction

The application was received on November 22, 2005. The Issuer for this transaction is the City of Houston HFC.
The development is to be located at 225 Aldine Bender in Houston. Demographics for the census tract include
AMFT of $28,874; the total population is 4,248; the percent of population that is minority is 94.61%; the percent of
population that is below the poverty line is 25.01%; the number of owner occupied units is 18; the number of
renter units is 1457 and the number of vacant units is 85. The percent of population that is minority for the entire
City of Houston is 69% (Census information from FFIEC Geocoding for 2005). The development is an
acquisition/rehabilitation and will consist of 256 total units targeting the general population, with all affordable.
There is no zoning required for the Houston area. The Department has received no letters of support; and one
letter in opposition from the Superintendent of Aldine ISD. The bond priority for this transaction is:

[ ] Priority 1A: Set aside 50% of units that cap rents at 30% of 50% AMFI and
Set aside 50% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1B: Set aside 15% of units that cap rents at 30% of 30% AMFI and
Set aside 85% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1C: Set aside 100% of units that cap rents at 30% of 60% AMFI (Only for projects
located in a census tract with median income that is greater than the median
income of the county MSA, or PMSA that the QCT is located in.

(MUST receive 4% Housing Tax Credits)

X Priority 2: Set aside 100% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 3: Any qualified residential rental development.

This application was previously brought before the TDHCA Board in July 2005. The Board approved the previous
application however the transaction did not close.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for North Oaks Apartments.

Page 1 of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

North Oaks Apartments, TDHCA Number 05451

BASIC DEVELOPMENT INFORMATION

05451
Family

Site Address: 225 Aldine Bender Road Development #:
City: Houston Region: 6 Population Served:
County: Harris Zip Code: 77060 Allocation:

HTC Set Asides: [ ] At-Risk [] Nonprofit [J USDA L] Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: City of Houston HFC

HTC Purpose/Activity: NC=New Construction, ACQ=Acquisition, R=Rehabilitation, NC/ACQ=New Construction
NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

ACQ/R

and Acquisition,

OWNER AND DEVELOPMENT TEAM

Owner: FDI-North Oaks, Ltd.
James W. Fieser - Phone: (281) 599-8684
Developer: Fieser Development, Inc.
Housing General Contractor: Construction Technologies, LLC
Architect: David J. Albright
Market Analyst: The Gerald A. Teel Co.
Syndicator: WNC & Associates, Inc.
Supportive Services: To Be Determined
Consultant: Not Utilized

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 256
0 0 0 256 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 148 108 0 0 Total Development Units: 256
Type of Building: 5 units or more per bldng Total Development Cost: $14,664,729
Number of Residential Buildings: 15
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $470,495 $469,359 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

2/8/2006 09:58 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

North Oaks Apartments, TDHCA Number 05451

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment

State/Federal Officials with Jurisdiction:

TX Senator: Gallegos, District 6 NC Points: \ 0 US Representative: Green, District 29, NC
TX Representative: Thompson, District 141 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Bill White, Mayor, City of Houston - NC Resolution of Support from Local Government []

Milton Wilson, Jr., Director, Housing and Community
Development Department; The proposed rehabilitation of
rental housing is consistent with the City of Houston's
Consolidated Plan.

Nadine Kujawa, Aldine ISD Superintendent - O
Individuals/Businesses: In Support: 0 In Opposition: 0
Neighborhood Input:

General Summary of Comment:
The local schools will experience a loss of of tax revenue.

CONDITIONS OF COMMITMENT

1. Per §49.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Receipt, review, and acceptance of a copy of the release of lien on the property or an updated title commitment showing clear title, prior to the
initial closing on the property.

3. Receipt, review, and acceptance of documentation from a third party environmental engineer which indicates that no issues of environmental
concern exist with regard to the site and that there is no condition or circumstance that warrants further investigation, analysis, or remediation,
prior to cost certification.

4. Receipt, review, and acceptance of a table of the estimated long-term repair and replacement costs, which complies with Section 1.36(a)(4)(B)
of the 2006 TDHCA PCA Guidelines.

5. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated and an adjustment to the
credit amount may be warranted.

2/8/2006 09:58 AM



R

TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

North Oaks Apartments, TDHCA Number 05451

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

9% HTC Competitive Cycle: [ ] Score: [] Meeting a Required Set-Aside Credit Amount: $0

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0
Recommendation:
4% Housing Tax Credits with Bond Issuance: Credit Amount: $469,359

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $469,359 annually for ten years, subject to
conditions.

Private Activity Bond Issuance with TDHCA: Bond Amount: $0

Recommendation:

2/8/2006 09:58 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: February 7, 2006 PROGRAM: 4% HTC FILE NUMBER: 05451

DEVELOPMENT NAME

North Oaks Apartments
APPLICANT
Name: FDI-North Oaks, LTD. Type: For-profit
Address: 16360 Park Ten Place, Suite 301 City: Houston State: TX
Zip: 77084  Contact:  James Fieser Phone: (281) 599-8684  Fax: (281) 599-8189
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Fieser North Oaks, Inc. (%): 0.01 Title: ~ Managing General Partner
Name: Fieser Development, Inc. (%): .0049 Title: Developer
Name: James Fieser (%): N/A Title: Sole member of MGP &
Developer

PROPERTY LOCATION

Location: 225 Aldine Bender Road X oct [] bppaA
City: Houston County: Harris Zip: 77060
REQUEST
Amount Interest Rate Amortization Term
$470,495 (as amended

1/12/2006) N/A N/A N/A
Other Requested Terms:  Annual ten-year allocation of housing tax credits
Proposed Use of Funds: Acquisition/rehabilitation Property Type: Multifamily
Special Purpose (s): General population

RECOMMENDATION

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$469,359 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS
1. Receipt, review, and acceptance of a copy of the release of lien on the property or an updated title
commitment showing clear title, prior to the initial closing on the property;
2. Receipt, review, and acceptance of documentation from a third party environmental engineer which

indicates that no issues of environmental concern exist with regard to the site and that there is no
condition or circumstance that warrants further investigation, analysis, or remediation, prior to cost

certification;

3. Receipt, review, and acceptance of a table of the estimated long-term repair and replacement costs,
which complies with Section 1.36(a)(4)(B) of the 2006 TDHCA PCA Guidelines; and

4, Should the terms and rates of the proposed debt or syndication change, the transaction should be re-

evaluated and an adjustment to the credit allocation amount may be warranted.




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

REVIEW of PREVIOUS UNDERWRITING REPORTS

This development was submitted and underwritten earlier in the 2005 4% HTC cycle as application #05621.
The underwriting analysis recommended the project be approved subject to the following conditions:

1. Board waiver of its QAP rule under Section 49.12(a)(2) regarding the submission of all documentation
(including the Appraisal received on June 11, 2005) at least 60 days prior to the scheduled Board
meeting at which the decision to issue a determination notice would be made.

2. Receipt, review, and acceptance of a revised permanent loan commitment reflecting an increase in the
debt amount by $931,302, or maintenance of an initial deferred developer fee of at least that amount, or
any combination of additional debt plus initial deferred developer fee totaling the same amount;

3. Receipt, review, and acceptance of a copy of the release of lien on the property or an updated title
commitment showing clear title, prior to the initial closing on the property;

4. Receipt, review, and acceptance of lead-based paint testing results and recommendations for the
mitigation of any LBP discovered;

5. Receipt, review, and acceptance of documentation from a third party environmental engineer which
indicates that no issues of environmental concern exist with regard to the site and that there is no
condition or circumstance that warrants further investigation or analysis, prior to the initial closing on the
property;

6. Receipt, review, and acceptance of a 30-year replacement reserve analysis performed by the PCA
provider, prior to the initial closing on the property;

7. Receipt, review and acceptance of documentation of the Seller’s original acquisition price plus holding
costs as allowed to support the current sales price prior to bond closing; and

8. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit allocation amount may be warranted.

The Board approved an HTC allocation of $469,074 on July 27, 2005 but the Applicant did not close on the

bonds due to feasibility and market concerns by the tax credit syndicator. Both the syndicator and lender

have been replaced in the current transaction.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total 256 # Rental # Non-Res. # of
Units: = Buildings Buildings = Floors

Net Rentable SF: 204,680 Av Un SF: 800 Common Area SF: 2,870  Gross Bldg SF: 207,550

Age: ~27 yrs  Vacant: ~10% at 1/ 6/ 2006

STRUCTURAL MATERIALS

The structures are wood-framed on post-tensioned concrete slabs on grade. According to the application the
exterior will be comprised of 70% cement fiber siding and 30% brick veneer. The interior wall surfaces are
drywall and the flat roofs are finished with built-up asphalt.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be a combination of carpeting & vinyl. Each unit will include: range and oven,
hood and fan, garbage disposal, dishwasher, refrigerator, tile tub/shower, washer & dryer connections,
ceiling fans, laminated counter tops, central boiler water heating system, and individual heating and air
conditioning.

ONSITE AMENITIES

A 1,460-square foot community building includes an activity room, management offices, maintenance
facilities, a kitchen, a restroom, a computer/business center, and a children’s play area. Three small (1,800
SF total) laundry and maintenance areas are located at the ends of three of the residential buildings. The
community building and swimming pool are located at the entrance to and middle of the property. In
addition, the site also features perimeter fencing with limited access gates.

Uncovered Parking: 335 spaces  Carports: 0 spaces  Garages: 0 spaces




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: North Oaks Apartments is a 33.7-unit per acre acquisition and rehabilitation development of
256 units of affordable housing located in north Houston. The development was built circa 1976 and is
comprised of 15 evenly distributed two-story, medium and large, garden style, walk-up residential buildings
as follows:

e Two buildings with 32 one-bedroom/one-bath units;

e Three buildings with 12 one-bedroom/one-bath units;

e Two buildings with 24 one-bedroom/one-bath units;

e Six buildings with 12 two-bedroom/two-bath units;

e One building with 20 two-bedroom/two-bath units; and
e One building with 16 two-bedroom/two-bath units.

Development Plan: (NOTE: As required by Section 49.9(f)(6)(E) of the 2005 QAP, the Applicant
submitted a property condition assessment (PCA) report prepared by AECC, Inc. Although the report was
generally in compliance with the 2005 TDHCA PCA Guidelines, the report was addressed only to Fieser
Development, Inc. and Paramount Financial Group. Section 1.36(d) of the 2005 TDHCA PCA Guidelines
requires that “The PCA shall be conducted by a Third Party at the expense of the Applicant, and addressed to
TDHCA as the client. Copies of reports provided to TDHCA which were commissioned by other financial
institutions should address TDHCA as a co-recipient of the report, or letters from both the provider and the
recipient of the report should be submitted extending reliance on the report to TDHCA”. Though not
recognized at the time of the original analysis and Board approval for this property, the AECC PCA report
was not addressed to TDHCA, and AECC was unwilling to extend reliance to TDHCA to correct this
oversight without TDHCA staff signing an agreement limiting reliance to the Applicant’s scope of work,
terms, and conditions. TDHCA Legal staff advised against signing such an agreement, and therefore the
Applicant was advised that the application was in danger of termination for failing to meet a threshold
requirement. To avoid termination and meet the February Board meeting timeline the Applicant submitted a
construction cost estimate report and an architectural/engineering review report, both dated December 27,
2005 and performed by The Quadratex Group, Inc. Although these reports were not addressed to TDHCA,
the report provider agreed to extend reliance to TDHCA, and the detailed third party rehabilitation cost
estimates included were usable by the Underwriter in evaluating the Applicant’s proposed cost estimates.
However, the Quadratex reports did not include any evaluation of expected repairs and replacements over the
affordability period, and therefore receipt, review, and acceptance of a table of the estimated long-term costs,
which complies with Section 1.36(a)(4)(B) of the 2006 TDHCA PCA Guidelines is a condition of this report.
The bond reservation for this transaction does not expire until April 22, 2006, and as such the application
could be delayed 60 days to allow the recently submitted PCA to meet the 60-day prior to Board meeting
date submission requirement of the QAP. Staff has been able to review the report and determine the
additional needs of the report so that the application can be presented to an earlier meeting. Thus,
terminating the application for failing to meet the 60-day requirement or a waiver of same does not appear
necessary, as the Applicant could simply ask to move the Board decision date back two months (though such
a delay would only serve to further burden the Department’s calendar down the road).

The architectural/engineering report states that “The apartments are generally in fair condition except for
some vacant units which are in poor condition but are being reconditioned at this time.” The appraisal report
states that “The property is presently in average condition and is considered Class C product”. The overall
condition at the date of inspection was good, with nominal deferred maintenance noted”. The Applicant’s
scope of work includes:

Accessibility improvements

Repair perimeter fencing and relocate access gates

Enclose dumpsters with concrete block walls

Flatwork repair

Replace all roofs except one building which was reconstructed in 2002 following a fire
Replace wood siding, fascias, and soffits with cement fiber products

3




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

Replace wood stairs and railings with metal versions

Repair masonry veneer

Install storm windows and screens

Replace all sliding glass doors with insulated doors

Repair or replace all interior and exterior doors and weatherstripping

Repair and paint interior and exterior walls

Repair second floor subfloors

Replace floor coverings

Add smoke detectors and GFI outlets and perform other electrical work as needed for code compliance
Install ceiling fans in living rooms and bedrooms

Replace kitchen and bathroom cabinets and countertops as required

Replace all refrigerators and ranges

Replace all air conditioning units with 12 SEER units

Inspect and repair central hot water boilers

The Applicant does not anticipate any displacement of current residents by the rehabilitation work, but has
not included $34K in relocation costs in the cost schedule.

Architectural Review: The buildings and units are of good design, sufficient size, and are comparable to
other modern apartment developments of a similar age.

SITE ISSUES

SITE DESCRIPTION

Size: 7.6109 acres 331,531 square feet Flood Zone Designation: Zone X

Zoning:  No zoning in Houston

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The site is an irregularly-shaped parcel located in the northern area of the city, approximately 12
miles from the central business district. The site is situated on the north side of Aldine Bender Road (FM
525) and the east side of Imperial Valley Drive.

Adjacent Land Uses:

e North: vacant land immediately adjacent and Imperial Valley Drive, more vacant land, and retail and
multifamily residential beyond;

e South: Aldine Bender Road immediately adjacent and retail and single-family residential beyond;
e [East: vacant land immediately adjacent and multifamily residential beyond; and

e West: Imperial Valley Drive immediately adjacent and retail and a recently constructed HTC & HTF-
funded multifamily residential property (Brittmore Apartments, #01433) beyond.

Site Access: Access to the property is from the east or west along Aldine-Bender Road or the north or south
from Imperial Valley Drive. The development has a main entry from Aldine-Bender Road and a secondary
entry from Imperial Valley Drive. Access to Beltway 8 is one-half mile north and Interstate Highway 45 is
one mile west, each of which provides connections to all other major roads serving the Houston area.

Public Transportation: Public transportation to the area is provided by the city bus system with a bus stop
located adjacent to the site.

Shopping & Services: “Greenspoint Mall, which includes nearly 140 retailers and four department stores,
is located 1.3 miles northwest of the site. Numerous retail stores and restaurants line Greens Road within
two miles of the site...The Imperial Valley Shopping Center, which offers an Aldine Food Store and a dozed
other retailers, is directly west of the site across Imperial Valley Drive. Imperial Valley Center, a new
21,000-square foot shopping center development, is to be constructed in a grass area adjacent to the north of
the site. Kroger, as major grocery store, is located 2.3 miles northwest of the site.” (market study update, p.
6)

Special Adverse Site Characteristics: The following issues have been identified as potentially bearing on
the viability of the site for the proposed development:




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

e Site Control/Title: The title commitment lists a mechanic’s and materialman’s lien that must be cleared
by the closing. Receipt, review, and acceptance of documentation verifying the resolution of this issue is
a condition of this report.

e Environmental Hazards: The environmental analyst identified a number of issues which are discussed
in the following section.

Site Inspection Findings: TDHCA staff performed a site inspection on June 15, 2005 and found the

location to be acceptable for the proposed development. The inspector noted that some of the wooden

stairways leading to the second floors are unstable and that the swimming pool is not maintained.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

Phase I Environmental Site Assessment (ESA): A Phase [ ESA report dated May 20, 2005 was prepared
by HBC Terracon and contained the following findings and recommendations:

e Pipelines/Soil/Groundwater Contamination: “...Terracon notes that the southern site boundary
borders an inactive pipeline easement containing two Teppco Pipeline Company petroleum pipelines. In
order to confirm if potential release from the pipelines within the easement have impacted the site, a
subsurface investigation would be required...For a higher level of confidence, the client may conduct a
subsurface investigation to evaluate if the site has been impacted by the historical dry cleaning facility
located south of the site.” (p. 28)

e Asbestos-Containing Materials (ACM): “Fifteen samples of suspect materials were collected...nine of
the fifteen samples collected contained asbestos” (p. 23). “Terracon recommends that the on-site ACM
and any suspect ACM be maintained in a site-specific operations and maintenance (O&M) program. It is
important to note that state and federal regulations require notification, and additional sampling
requirements must be adhered to prior to any demolition or renovation activities that may impact the
condition of ACM in a building that affords public access or occupancy. Additionally, it should be noted
that if any ACM or suspect ACM becomes damaged, additional samples should be collected and/or the
materials should be abated in accordance with applicable regulations.” (p. 28)

e Lead-Based Paint (LBP): “...per the agreed-on scope of services...lead-based paint testing...[was] not
accomplished” (p. 22).

e Polychlorinated Biphenyls (PCBs): “...the pad-mounted transformer located on the northeastern corner
of Building 16, adjacent to Unit 1611, was observed to have minor staining...Terracon recommends that
the site transformers, as well as the stained material on the concrete pad and the ground around the
apparent leaking transformer, be assumed to be PCB-contaminated until evidence proves otherwise and
that the electrical company be notified of the apparent leakage. The cleanup of the potential PCB
mineral oil on the concrete pad and surrounding soils should be conducted by properly trained personnel
and the waste disposed of as hazardous waste in accordance with TCEQ regulations.” (p. 26)

3

e Noise: “...the site is located within 1,000 feet of a heavily traveled roadway and within 15 miles of a
commercial airport; therefore, a noise assessment is required to assess the noise impact on the site.” (p.
27)

e Well: “...a monitor well was observed along the western portion of the property between Buildings 1
and 16...Terracon recommends that if the on-site monitor well is not to be used in the future, it should be
properly plugged and abandoned in accordance with applicable state and local regulations” (p. 27).
(NOTE: The Quadratex architectural/engineering review report states “This well is associated with the
city sanitary sewer system. The City will not permit the well to be capped or removed.”)

Limited Site Investigation (L.SI): An LSI report dated July 6, 2005 was prepared by HBC Terracon and
contained the following findings and recommendations:

e “PCE [tetrachloroethene], TCE [trichloroethene], and cis-DCE [1,2-cis-dichloroethene] were detected in
the groundwater samples collected along the southern property line across from the former dry cleaning
facility across Aldine Bender Road to the south at concentrations above the TCEQ TRRP [Texas Risk
Reduction Program] action levels. The impact to groundwater appears to be the result of a release of dry
cleaning solvents from the former offsite dry cleaning facility. Because impact to the groundwater is the
apparent result of a release from an offsite source, the owner of the site may be eligible to participate in
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the IOP [innocent owner/operator program] administered by the TCEQ. An innocent owner or operator
is an owner or operator of property that has become contaminated as a result of a release or migration of
contaminants from a source or sources of contamination on the offsite property. An innocent
owner/operator is not liable for investigation, monitoring, remediation, or other response actions
regarding the impact originating from an offsite source. If the site is approved, the TCEQ will issue an
Innocent Owner/Operator Certificate to the applicant confirming that person as an innocent
owner/operator.” (p. 5)

e “MTBE [methyl tertiary ethyl-ether] was detected in the groundwater samples from [three sampling
wells, with] concentrations well below the TRRP assessment level of 0.240 mg/l for MTBE” (p. 4). “As
there are no on-site known sources associated with MTBE, the presence of MTBE in the groundwater
samples collected...along the southwest boundary of the site appear to be associated with groundwater
migration from a historic release from the LST [leaking storage tank] facility west across Imperial Valley
Drive. However, the concentrations of MTBE in groundwater are well below the TRRP action levels. If
IOP certification is pursued for the chlorinated solvents (i.e., PCE, TCE, and cis-DCE) apparently
released from the historic dry cleaning facility, additional IOP certification for the MTBE may be
considered” (p. 5).

e “It should be noted that in accordance with Chapter 26 of the Texas Water Code, upon confirmation of
impact to groundwater, the owner/operator of the facility where impact was identified may have
reporting requirements to the TCEQ and others. Terracon recommends that legal counsel familiar with
environmental law be consulted regarding reporting requirements.” (p. 5)

e In response to the Underwriter’s request for an opinion regarding the potential impact of the groundwater
contamination on residents of the property, on January 18, 2006 Terracon Consultants, Inc. provided the
following: “It is our opinion that the concentrations of dry cleaning solvent detected in the groundwater
sample from [the] temporary groundwater sampling point TSP-2 completed near the south property
boundary and off-site dry cleaner does not constitute a health hazard to residents of the apartment
complex...it should be noted that residents of the apartment complex are on a City of Houston municipal
water supply and will not be ingesting groundwater from beneath the subject property. Therefore, the
slightly affected groundwater documented at the southern boundary of the property does not pose a
health hazard to residents of the apartment complex for exposure via groundwater ingestion. Inhalation
of vapors from the affected groundwater is a second exposure pathway to consider...the detected
concentrations of PCE, TCE, and DCE in groundwater beneath the southern boundary of the site does
not appear to pose a health hazard to residents of the apartment complex for exposure via inhalation of
vapors from groundwater. The TRRP Tier 1 PCLs [protective concentration levels] for the inhalation of
vapors from groundwater are for outside air, and the published PCLs do not account for exposure to
indoor air should vapors from groundwater accumulate inside a building structure...Based on the
relatively low concentrations of dry cleaning solvent (and breakdown products) detected in site
groundwater during the LSI and our experience at other sites, vapors from site groundwater would not be
expected to pose an indoor air health hazard to residents of the apartment complex.”

Asbestos Survey Summary: An asbestos survey summary report dated October 13, 2005 was prepared by
Terracon Consultants, Inc. and contained the following findings and recommendations: “Terracon
previously performed a [Phase I ESA] at the site... during which limited asbestos sampling was performed.
Analysis of the Phase I ESA samples determined that the walls and ceilings throughout the complex have
asbestos-containing texture/joint compound materials...The identified ACM materials must be removed prior
to renovation or demolition activities that may disturb them. The removal must:

e Be designed by a TDSHS-licensed asbestos consultant;
e Be performed under a ten-day notification to TDSHS;
e Be performed by a TDSHS-licensed asbestos contractor.

Air monitoring must be performed before, during, and subsequent to asbestos abatement activities, by a
TDSHS-licensed asbestos consultant agency. A ten-day notification to TDSHS will also be required prior to
demolition” (cover letter). The Applicant also submitted an asbestos operations and maintenance plan
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prepared by Terracon Consultants, Inc. which describes the practices required to remove the properly remove
the ACMs.

Lead-Based Paint (LBP) Inspection: An LBP inspection report dated October 27, 2005 was prepared by
Texas Lead Inspection & Environmental Services for Terracon Consultants, Inc. and contained the following
findings and recommendations:

e “Based on the results of the tests, brown and black paints on a metal horse in the playground area were
identified as containing greater than 1 mg/sq. cm. of lead and are considered to be lead-based paint as per
HUD regulations...A number of other painted surfaces throughout the apartment complex were
identified as containing detectable concentrations of leads in levels lower than 1 mg/sq. cm. OSHA
regulations govern exposure of workers to lead, regardless of the concentration of lead
identified...Although the painted surfaces were not classified as LBP as per HUD, EPA, or TDSHS
[Texas Department of State Health Services] regulations, they exhibited detectable concentrations of lead
and must be treated as LBP for the purpose of worker protection.” (cover letter)

Limited Visual Mold Assessment: A limited visual mold assessment report dated October 27, 2005 was
prepared by Terracon Consultants, Inc. and contained the following findings and recommendations:

e “Evidence of moisture intrusion and/or mold growth was observed under sinks and on walls, ceilings,
window and door frames and surrounds, supply air vents, and HVAC units. Of the 50 residential units
entered during the site visit, 40 units (80%) had visible apparent mold growth and 21 units (42%) had
other visible water damage...Sixty percent of the units had apparent mold growth in the HVAC system,
chiefly on the metal panels of the HVAC units (3 s.f. or less). [Three | apartments [had] significant
amounts of mold growth on walls and/or ceilings...In all three units, the bulk of the mold growth is on
bathroom ceilings and walls.

e [t is important that a thorough inspection of the building envelope be conducted and that sources of water
intrusion be identified and repaired. Building roofs and window and door seals should be inspected and
repaired as necessary. Failure to repair leaks in the building envelope will likely result in recurrence of
mold growth in the building interior.” (p. 4)

Noise Assessment: A noise assessment report dated June 29, 2005 was prepared by Loflin Environmental
Services, Inc. and contained the following findings and recommendations:

e “Major noise sources identified at the site included a major commercial airport within five miles, and
several roadways within 1,000 feet, including Imperial Valley and Aldine Bender Road.”

e “The Day-Night Average Sound Level at the chosen noise area location was found to be 69.8 decibels.
This sound level indicates that the site is not automatically acceptable without noise abatement according
to the guidelines established in the U.S .Housing and Urban Development Title 24 CFR Chapter 1, Part
51, Subpart B.” [NOTE: The referenced HUD guidelines state: “Exterior noise goals: It is a HUD goal
that exterior noise levels do not exceed a day-night average sound level of 55 decibels...For the purposes
of this regulation and to meet other program objectives,, sites with a day-night average sound level of 65
[decibels] and below are acceptable. Interior noise goals: It is a HUD goal that the interior auditory
environment shall not exceed a day-night average sound level of 45 decibels. Attenuation measures to
meet these interior goals shall be employed where feasible. Emphasis shall be given to noise-sensitive
interior spaces such as bedrooms.”]

In light of the work to be accomplished during the proposed rehabilitation, receipt, review, and acceptance of
documentation by a third party environmental engineer which addresses all the outstanding issues identified
in the reports referenced above and indicates that no issues of environmental concern exist with regard to the
property and that there is no condition or circumstance that warrants further investigation, analysis, or
remediation, prior to cost certification property, is a condition of this report.

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside, although as a Priority 2 private activity bond lottery development the Applicant has elected the
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100% at 60% option.
MAXIMUM ELIGIBLE INCOMES
1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
60% of AMI $19,980 $22.800 $25.680 $28.,500 $30,780 $33,060

MARKET HIGHLIGHTS

A market feasibility study dated December 2, 2004 and an update dated January 6, 2006 were prepared by
Vogt Williams Bowen, LLC (“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “The Houston Site PMA includes the northern portion of the
city of Houston. The boundaries of the PMA include FM 1960 to the north, U.S. Highway 59 to the east,
Little York Road to the south, and Veterans Memorial Drive to the west” (p. 3). This area encompasses
approximately 96 square miles and is equivalent to a circle with a radius of 5.5 miles.

Population: The estimated 2005 population of the PMA was 209,123 and is expected to increase by 8.9% to
approximately 227,632 by 2010. Within the primary market area there were estimated to be 66,285
households in 2005. The PMA population significantly exceeds the TDHCA maximum guideline of 100,000
persons; the Market Analyst offered the following rationale for the variance: “The areas beyond the
northwest portion of the site PMA have higher concentrations of upper-income residents that would not
qualify for the proposed site. Veterans Memorial Drive has been selected as a western boundary due to the
distinction between a large percentage of renter-occupied residences to the east and a much smaller
percentage of enter-occupied residences to the west of the roadway. The percentages of residents to the west
of Veterans Memorial Drive also have higher incomes than the residents to the east. Therefore, we do not
expect a large portion of residents to come from this area. According to managers at apartments surrounding
the subject site, the area draws many tenants from the Greenspoint area and also a high percentage of tenants
from the extreme northern portions of Houston, as the site is perceived as a more desirable location. Also,
given the close proximity of the site to the airport, where many area residents are employed, the site will
draw support from the areas to the west and south of the airport, as there is a high amount of low-to-
moderate-income households in these areas.” (p. 2-3)

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand of 7,559
qualified households in the PMA, based on the current estimate of 67,268 households, the projected annual
household growth rate of 1.5%, renter households estimated at 63.6% of the population, income-qualified
households estimated at 26.7%, and an annual renter turnover rate of 64.4 % (p. 30). The Market Analyst
used an income band of $15,420 to $32,940.

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 203 3% 183 4%
Resident Turnover 7,356 97% 4,518 96%
Other Sources: 0 0% 0 0%
TOTAL ANNUAL DEMAND 7,559 100% 4,701 100%
Ref: p. 30

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 4% based upon 7,559
units of demand and 306 unstabilized affordable housing units in the PMA (including the subject) (p. 30).
The Market Analyst significantly understated the number of unstabilized units by including only the 50
unstabilized units in two properties (Park at Kirkstall (#02457) and Northwood Villas (#94080) rather than
all of the 1,632 units in the eight unstabilized properties in the PMA. The Underwriter calculated an
inclusive capture rate of 29.6% based upon a revised supply of 1,632 unstabilized comparable affordable
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units divided by a revised demand estimate of 4,701 households. However, the subject development is
currently +/-90% occupied and it is likely the existing tenants will choose to remain at the property.
Therefore, an inclusive capture rate calculation is not a meaningful tool for determining the feasibility of the
subject development.

Local Housing Authority Waiting List Information: “According to the City of Houston Housing
Authority website, there are more than 15,000 families receiving Section 8 assistance in the Houston area
and the waiting list is five years long and is currently closed to new applicants of the program.”(p. VII-5)

Market Rent Comparables: The Market Analyst initially surveyed five comparable apartment properties
totaling 1,077 units located four to six miles away in the northwest end of the market area. These properties
were built from 1985-2000 and the Market Analyst concluded estimated market rents of $625, $655, $800,
and $865 for the subject’s four unit types. However, the Applicant also submitted an appraisal report which
used five different comparable apartment properties located within 1.2 miles of the subject to conclude
estimated market rents of $470, $520, $670, and $740. These properties were built from 1978-1984 and are
likely to be more comparable to the subject in location and amenities, even following the proposed
rehabilitation. In light of the significant differences in the two market rent estimates, the Underwriter
requested the Market Analyst to reconsider his initial estimates. On January 27, 2006 the Market Analyst
submitted revised estimated market rent estimates, based on the five older and closer comparable properties
used by the Appraiser, of $495, $530, $650, and $710, and the Underwriter has used these revised estimated
market rents in this analysis.

| RENT ANALYSIS (net tenant-paid rents)

Unit Type (% AMI) Proposed Program Max Differential Est. Market Differential
1-BR, 570 SF (60%) $460 $632 -$172 $495 -$35
1-BR, 730 SF (60%) $495 $632 -$137 $530 -$35
1-BR, 915 SF (60%) $640 $755 -$115 $650 -$10
2-BR, 1,070 SF (60%) $685 $755 -$70 $710 -$25

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =$600, differential = -$100)

Primary Market Occupancy Rates:

e “In December 2005, we identified and surveyed by telephone 93 conventional housing projects
containing a total of 24,291 units within the PMA...These rentals have a combined occupancy rate of
95.3%, a good occupancy rate, which we consider indicative of a balanced rental market. Note that
occupancies in the market have increased from 88.1% [at the time of our original survey] in November
2004. Much of this increase in occupancy rates is attributed to rising home mortgage rates in the last
several months, as well as the substantial impact on the local housing market created by the victims of
Hurricanes Katrina and Rita, which displaced tens of thousands of families in Louisiana and the Gulf
Coast portion of Texas. Among these properties, 90 are non-subsidized (market rate and/or tax credit)
projects containing 23,239 units, with an occupancy rate of 95.2%. There are also 14 non-subsidized
units under construction at this time. The remaining subsidized projects have 1,052 government-
subsidized units that are 97.1% occupied.” (p. 10)

e “During out telephone survey we identified 19 LIHTC properties within the PMA...Seven of the 19
comparable tax credit properties are 100% occupied. Overall, the 19 competitive LIHTC properties have
a combined occupancy rate of 94.8%.” (p. 12)

Absorption Projections: “It is our opinion that the 256-unit subject site will likely retain approximately
40% of the current residents following renovations under tax credit program income guidelines. Thus we
anticipate approximately 110 of the currently occupied units will remain occupied by the current renters
given that units will be improved and the project will be much more attractive following renovations. We
believe absorption will range from 10 to 12 units per month on the remaining 146 units, which will have to
be re-rented to new tenants following renovations. Based on these estimates, the subject site will achieve a
stabilized occupancy of 93% within 12 to 14 months of opening.” (p. 31)

Known Planned Development: “There have been eight new apartment projects added to the PMA since the
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beginning of 2002, and there are an additional five still completely under construction (p. V-2)...Besides the
five tax credit properties mentioned earlier that are currently under construction within the PMSA, it was
determined that there are two additional tax credit projects planned for the area...Both of these proposed
LIHTC projects...will target seniors age 55 or older. As such, we do not expect these two properties to
compete directly with the subject site for family renters.” (p. V-15)

Effect on Existing Housing Stock: “Given that the subject site is already existing, and targets renter
households with similar incomes as those needed to live in the proposed tax credit units, we do not anticipate
the subject property heavily impacting the occupancy rates of existing rentals in the market following its
renovation under the LIHTC program.” (p. 31)

Other Relevant Information: “Note that while it is apparent that the movement of displaced hurricane
victims into areas such as the site PMA has improved occupancies in the Houston area in general, we believe
that the future removal of some of these households from the market will not impact the marketability of the
subject site, given its good market position among other tax credit properties.” (p. 32)

Market Study Analysis/Conclusions: The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are from $70 to $172 lower than the maximum rents allowed
under HTC program guidelines, and from $10 to $35 lower than the Market Analyst’s estimated market
rents. The Underwriter has used the revised market rent estimates in this analysis, which results in the
Underwriter’s potential gross income estimate exceeding the Applicant’s estimate by $84,480. The
Applicant stated that the property pays for centrally-heated hot water, and rents and expenses were calculated
accordingly. Estimates of secondary income and vacancy and collection losses are in line with TDHCA
underwriting guidelines. As a result of the differences in net rents the Applicant’s effective gross income
estimate is $78,144 less than the Underwriter’s estimate.

Expenses: The Applicant’s total expense estimate of $3,455 per unit is 4.6% lower than the Underwriter’s
database- and historically-derived estimate of $3,623 per unit for comparably-sized developments in this
area. The Applicant’s budget shows several line item estimates, however, that deviate significantly when
compared to the database averages, particularly general and administrative ($26.3K lower), insurance
($24.8K higher), and property taxes ($18.1K higher). The Underwriter discussed these differences with the
Applicant but was unable to reconcile them further. As the Quadratex Group’s cost report did not include
any analysis of long-term repair and replacement costs or a reserve or replacement estimate, the Underwriter
has used the replacement reserve estimate of $451/unit/year provided in the AECC, Inc. PCA report. The
Underwriter will be able to calculate another replacement reserve requirement upon receipt of the Quadratex
Group’s long-term cost estimate.

Debt Service: The interim to permanent financing commitment included in the application states the fixed
interest rate to be 5.35%, which would result in an annual permanent loan debt service amount of $585,823
using a 35-year amortization. The Applicant subsequently used an interest rate of 5.55% in later submissions
but did not provide a revised commitment reflecting this rate and actually used a debt service amount of
$642,013 which is equivalent to an all-in rate of 6.113%. The Underwriter’s analysis reflects the 5.35% rate
for both construction and permanent loans, resulting in a lower annual permanent debt service estimate of
$585,823.

Conclusion: The Applicant’s total operating expense estimate is consistent with the Underwriter’s
expectation and the Applicant’s income and net operating income (NOI) estimates are within 5% of the
Underwriter’s estimates. Therefore, the Applicant’s NOI will be used to evaluate debt service capacity. In
the Applicant’s income and expense estimates there is sufficient net operating income to service the proposed
first lien permanent mortgage at a debt coverage ratio that is within the TDHCA underwriting guidelines of
1.10 to 1.30. Due to the Underwriter’s lower debt service estimate as discussed above, the Underwriter’s
DCR of 1.32 is slightly above the maximum guideline. A significant reduction in the reserve for
replacement expense would exacerbate this issue and would suggest that additional debt is achievable.
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ACOQUISITION VALUATION INFORMATION

APPRAISED VALUE
Land Only: 7.6108 acres $910,000 Date of Valuation: 10/ 11/ 2005
Existing Buildings: “as is” $5,960,000 Date of Valuation: 10/ 11/ 2005
Total Development: “as is” $6,600,000 Date of Valuation: 10/ 11/ 2005
Appraiser: The Gerald A. Teel Co., Inc. City:  Houston Phone: (713)  467-5858

APPRAISAL ANALYSIS/CONCLUSIONS

The Appraiser used four comparable land sales in northwest Houston since March 2002 to derive the
underlying land valuation of $2.75/square foot. Due to the quality of the comparable sales and adjustments
thereto the appraisal provides a reasonable estimation of land value.

The Appraiser relied on the income capitalization and sales comparison approaches in estimating the “as
is” value of the improvements. The cost approach was not relied upon due to the age of the property. (p.
155)

ASSESSED VALUE
Land: 7.6 acres $827,640 Assessment for the Year of: 2005
Building: $3,494,940 Valuation by: Harris County Appraisal District
Total Assessed Value: $4,322,580 Tax Rate: 3.23732

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Improved property commercial contract

Contract Expiration Date: 4/ 30/ 2006 Anticipated Closing Date: 3/ 15/ 2006
Acquisition Cost: $6,600,000 Other Terms/Conditions: $60,000 earnest money
Seller:  B.J. Kidd & Co., L.C. Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The site cost of $6,600,000 ($25,781/unit) is substantiated by the appraisal value of
$6,600,000, and the appraisal concluded the “as-is” market value of the land to be $910K or 14% of the total
appraised value. The Applicant claimed acquisition eligible basis based upon the appraised land and
improvement values, and the Underwriter has also used the appraised values.

Sitework Cost: Since this is a proposed rehabilitation the associated sitework costs are minimal, and the
Applicant has estimated sitework costs of $1,334 per unit. The third party property construction cost
estimate prepared by The Quadratex Group, Inc.estimated sitework costs of $312,650 or $1,221 per unit, and
this estimate has been used by the Underwriter.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $33K or 1.1% lower than
the Quadratex Group’s estimate, which has been used by the Underwriter. The Applicant’s combined
sitework and direct construction costs of $12,513/unit satisfy the 2005 TDHCA minimum rehabilitation cost
guideline of $6K/unit.

Fees: The Applicant’s contractor’s and developer’s fees for general requirements, general and
administrative expenses, and profit are all within the maximums allowed by TDHCA guidelines.

Reserves: The Applicant’s combined reserves of $1,144,136 exceed the TDHCA guideline by $485K, and
the Underwriter was unable to determine the requirement for such a high reserve requirement from the
application materials.

Conclusion: Based on the third party construction cost estimate, the Underwriter’s total cost breakdown is
used to calculate eligible basis and estimate the HTC allocation. As a result, an eligible basis of $11,708,986
is used to determine a credit allocation of $469,359 from this method. The resulting syndication proceeds
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will be used to compare to the Applicant’s request and to the gap of need using the Underwriter’s costs to
determine the recommended credit amount.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source:  Davis Penn Mortgage Contact:  James Morton
Interim Amount: $9,259,500%* Interest Rate: 5.35%, fixed (Applicant used 5.55%)
Permanent Amount: $9,259,500* Interest Rate:  5.35%, fixed (Applicant used 5.55%)

Additional Information: ~ *Commitment in amount of $10,273,200, interest-only during 2-year construction phase

Amortization: 35 yIs Term: 37 yIs Commitment: [ | LOI [] Fim [X] Conditional

Annual Payment: $585,823 Lien Priority:  1st Date: 11 15/ 2005

TAX CREDIT SYNDICATION

Source: WNC & Associates, Inc. Contact: Patrick Day

Net Proceeds: $4,324,227* Net Syndication Rate (per $1.00 of 10-yr HTC) 92¢
Commitment: [] vrol [] Firm X Conditional Date: 9/ 6 2005
Additional Information: *Commitment in amount of $4,208,046 based on allocation of $457,396

APPLICANT EQUITY

Amount:  $1,081,000 Source: Deferred developer fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by the Houston Housing
Finance Corporation. The permanent financing commitment is in the amount of $10,273,200, although the
Applicant’s sources and uses of funds as listed in the application reflects lower interim and permanent loan
amounts of $9,259,500. As discussed above, the commitment states the interest rate to be 5.35%; although
the Applicant subsequently used an interest rate of 5.55% in later submissions no revised commitment
reflecting this rate was provided and the Underwriter’s analysis reflects the 5.35% rate for both construction
and permanent loans.

HTC Syndication: The tax credit syndication commitment is consistent with the terms reflected in the
sources and uses of funds listed in the application, except that the lower commitment amount is based on a
lower eligible basis/tax credit estimate.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $1,081,000 amount to
71% of the total fees.

Financing Conclusions: Based on the Underwriter’s estimate of eligible basis, the HTC allocation should
not exceed $469,359 annually for ten years, resulting in syndication proceeds of approximately $4,317,672.
This recommendation is $1,136 lower than the Applicant’s request due to the Applicant’s use of an
applicable percentage of 3.55% instead of the TDHCA underwriting applicable percentage of 3.54% used for
applications received in November 2005. Based on the underwriting analysis, the Applicant’s deferred
developer fee will be increased slightly to $1,087,557, which represents approximately 71% of the eligible
fee and which should be repayable from cash flow within six years.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, and property manager are all related entities. These are common relationships for
HTC-funded developments.

APPLICANT'S/PRINCIPALS’ FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

e The Applicant and General Partner are single-purpose entities created for the purpose of receiving
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assistance from TDHCA and developing the property and therefore have no material financial
statements.

e The Developer, Fieser Development, Inc., submitted an unaudited financial statement as of December
20, 2005 reporting total assets of $4.2M and consisting of $200K in cash, $350K in predevelopment
costs for new acquisitions, $3.6M in receivables, and $30K in equipment. Liabilities totaled $104K,
resulting in net equity of $4.1M.

e The principal of the General Partner and the Developer, James Fieser, submitted an unaudited financial
statement as of December 20, 2005 and is anticipated to be guarantor of the development.

Background & Experience: Multifamily Production Finance Staff have verified that the Department’s
experience requirements have been met and Portfolio Management and Compliance staff will ensure that the
proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

e Significant environmental risks may exist regarding asbestos-containing building materials, lead-based
paint, noise, underground pipelines, polychlorinated biphenyl soil contamination, and an uncapped well.

e The development could potentially achieve an excessive profit level (i.e., a DCR above 1.30) if the
maximum tax credit rents can be achieved in this market.

Underwriter: Date: February 7, 2006
Jim Anderson
Director of Real Estate Analysis: Date: February 7, 2006

Tom Gouris

13




MULTIFAMILY COMPARATIVE ANALYSIS

North Oaks Apartments, Houston, 4% HTC #05451

Type of Unit Number Bedrooms | No. of Baths Size in SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SF Tnt-Pd UTWH, Swr, Trsh
TC 60% 64 1 1 570 $686 $495 $31,680 $0.87 $54.00 $43.33
TC 60% 84 1 1 730 686 $530 44,520 0.73 54.00 43.33
TC 60% 56 2 1 915 823 $650 36,400 0.71 68.00 50.33
TC 60% 52 2 2 1,070 823 $710 36,920 0.66 68.00 50.33
TOTAL: 256 AVERAGE: 800 $744 $584 $149,520 $0.73 $59.91 $46.28

INCOME Total Net Rentable Sq Ft: 204,680 TDHCA APPLICANT Comptroller's Region 6
POTENTIAL GROSS RENT 300 $1,794,240 $1,709,760 IREM Region Houston
Secondary Income Per Unit Per Month: $15.00 46,080 46,080 $15.00 Per Unit Per Month
Other Support Income: 0 0
POTENTIAL GROSS INCOME $1,840,320 $1,755,840
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (138,024) (131,688) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $1,702,296 $1,624,152
EXPENSES % OF EGI PER UNIT PER SQFT PER SQFT PER UNIT % OF EGI

General & Administrative 3.74% $249 0.31 $63,644 $37,298 $0.18 $146 2.30%

Management 4.39% 292 0.37 74,775 64,000 0.31 250 3.94%

Payroll & Payroll Tax 11.30% 752 0.94 192,386 195,300 0.95 763 12.02%

Repairs & Maintenance 6.24% 415 0.52 106,165 107,900 0.53 421 6.64%

Utilities 3.76% 250 0.31 64,023 68,000 0.33 266 4.19%

Water, Sewer, & Trash 6.86% 456 0.57 116,800 98,000 0.48 383 6.03%

Property Insurance 3.01% 200 0.25 51,170 76,000 0.37 297 4.68%

Property Tax 3.23732 7.22% 480 0.60 122,853 141,000 0.69 551 8.68%

Reserve for Replacements 6.78% 451 0.56 115,456 76,800 0.38 300 4.73%

Other: security, compl fees 1.19% 79 0.10 20,240 20,240 0.10 79 1.25%

TOTAL EXPENSES 54.49% $3,623 $4.53 $927,512 $884,538 $4.32 $3,455 54.46%
NET OPERATING INC 45.51% $3,027 $3.79 $774,784 $739,614 $3.61 $2,889 45.54%
DEBT SERVICE
First Lien Mortgage (Davis Penn) 34.41% $2,288 $2.86 $585,823 $642,013 $3.14 $2,508 39.53%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 11.10% $738 $0.92 $188,962 $97,601 $0.48 $381 6.01%
AGGREGATE DEBT COVERAGE RATIO 1.32 1.15
RECOMMENDED DEBT COVERAGE RATIO 1.26
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PER SQFT TDHCA APPLICANT PER SQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 46.56% $25,781 $32.25 $6,600,000 $6,600,000 $32.25 $25,781 45.01%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 2.21% 1,221 1.53 312,650 341,500 1.67 1,334 2.33%
Direct Construction 20.42% 11,307 14.14 2,894,585 2,861,700 13.98 11,179 19.51%
Contingency 9.99% 2.26% 1,251 1.56 320,320 320,320 1.56 1,251 2.18%
General Req'ts 5.99% 1.36% 751 0.94 192,192 192,192 0.94 751 1.31%
Contractor's G & A 2.00% 0.45% 250 0.31 64,064 64,064 0.31 250 0.44%
Contractor's Profit 5.99% 1.36% 751 0.94 192,192 192,192 0.94 751 1.31%
Indirect Construction 2.83% 1,567 1.96 401,250 401,250 1.96 1,567 2.74%
Ineligible Costs 6.39% 3,538 4.42 905,642 905,642 4.42 3,538 6.18%
Developer's G & A 3.00% 2.15% 1,193 1.49 305,347 305,347 1.49 1,193 2.08%
Developer's Profit 12.00% 8.62% 4,771 5.97 1,221,386 1,221,386 5.97 4,771 8.33%
Interim Financing 0.81% 449 0.56 115,000 115,000 0.56 449 0.78%
Reserves 4.60% 2,545 3.18 651,432 1,144,136 5.59 4,469 7.80%
TOTAL COST 100.00% $55,375 $69.26 $14,176,060 | $14,664,729 $71.65 $57,284 100.00%
Recap-Hard Construction Costs 28.05% $15,531 $19.43 $3,976,003 $3,971,968 $19.41 $15,516 27.09%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage (Davis Penn) 65.32% $36,170 $45.24 $9,259,500 $9,259,500 $9,259,500 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $1,526,733
HTC Syndication Proceeds (WNC) 30.50% $16,892 $21.13 4,324,227 4,324,227 4,317,672 % of Dev. Fee Deferred
Deferred Developer Fees 7.63% $4,223 $5.28 1,081,000 1,081,000 1,087,557 71%
Additional (Excess) Funds Req'd -3.45% ($1,909) ($2.39) (488,667) 2 (0)| 15-Yr Cumulative Cash Flow
TOTAL SOURCES $14,176,060 | $14,664,729 $14,664,729 $3,727,775
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MULTIFAMILY COMPARATIVE ANALYSIS

North Oaks Apartments, Houston, 4% HTC #05451

Primary $9,259,500 Amort 420

Int Rate 5.350% DCR 1.32
Secondary $0 Amort 0

Int Rate 0.00% Subtotal DCR 1.32
Additional $4,324,227 Amort

Int Rate Aggregate DCR 1.32

RECOMMENDED FINANCING STRUCTURE APPLICANT'S t

Primary Debt Service $585,823
Secondary Debt Service 0
Additional Debt Service 0
NET CASH FLOW $153,791
Primary $9,259,500 Amort 420
Int Rate 5.350% DCR 1.26
Secondary $0 Amort 0
Int Rate 0.00% Subtotal DCR 1.26
Additional $4,324,227 Amort 0
Int Rate 0.00% Aggregate DCR 1.26

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR § YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT  $1,709,760 $1,761,053 $1,813,884 $1,868,301 $1,924,350 $2,230,849 $2,586,165 $2,998,075  $4,029,161
Secondary Income 46,080 47,462 48,886 50,353 51,863 60,124 69,700 80,802 108,591
Contractor's Profit 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,755,840 1,808,515 1,862,771 1,918,654 1,976,213 2,290,973 2,655,866 3,078,876 4,137,752
Vacancy & Collection Loss (131,688)  (135,639) (139,708) (143,899) (148,216) (171,823) (199,190) (230,916) (310,331)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $1,624,152 $1,672,877 $1,723,063 $1,774,755 $1,827,997 $2,119,150 $2,456,676 $2,847,960  $3,827,421
EXPENSES at 4.00%
General & Administrative $37,298 $38,790 $40,342 $41,955 $43,633 $53,087 $64,588 $78,581 $116,319
Management 64,000 65920 67897.6 69934.528 72032.56384 83505.48377 96805.74239 112224.3874 150820.1924
Payroll & Payroll Tax 195,300 203,112 211,236 219,686 228,473 277,973 338,196 411,468 609,073
Repairs & Maintenance 107,900 112,216 116,705 121,373 126,228 153,575 186,848 227,329 336,502
Utilities 68,000 70,720 73,549 76,491 79,550 96,785 117,754 143,266 212,068
Water, Sewer & Trash 98,000 101,920 105,997 110,237 114,646 139,485 169,704 206,471 305,628
Insurance 76,000 79,040 82,202 85,490 88,909 108,172 131,607 160,121 237,018
Property Tax 141,000 146,640 152,506 158,606 164,950 200,687 244,166 297,066 439,730
Reserve for Replacements 76,800 79,872 83,067 86,390 89,845 109,310 132,993 161,806 239,512
Other 20,240 21,050 21,892 22,767 23,678 28,808 35,049 42,643 63,122
TOTAL EXPENSES $884,538  $919,280 $955,392 $992,928 $1,031,946 $1,251,387 $1,5617,712 $1,840,974  $2,709,792
NET OPERATING INCOME $739,614  $753,597 $767,671 $781,827 $796,051 $867,763 $938,964 $1,006,986  $1,117,628
DEBT SERVICE
First Lien Financing $585,823  $585,823 $585,823 $585,823 $585,823 $585,823 $585,823 $585,823 $585,823
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $153,791 $167,775 $181,849 $196,004 $210,229 $281,941 $353,141 $421,164 $531,806
DEBT COVERAGE RATIO 1.26 1.29 1.31 1.33 1.36 1.48 1.60 1.72 1.91
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LIHTC Allocation Calculation - North Oaks Apartments, Houston, 4% HTC #05451

APPLICANT'S TDHCA APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land [ $910,000 | $910,000 |
Purchase of buildings $5,690,000 $5,690,000 $5,690,000 $5,690,000 |
(2) Rehabilitation/New Construction Cost
On-site work $341,500 $312,650 | | $341,500 | $312,650
Off-site improvements
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $2,861,700 | $2,894,585 | | [ $2,861,700 | $2,894,585
(4) Contractor Fees & General Requirements
Contractor overhead $64,064 $64,064 $64,064 $64,064
Contractor profit $192,192 $192,192 $192,192 $192,192
General requirements $192,192 $192,192 $192,192 $192,192
(5) Contingencies $320,320 $320,320 $320,320 $320,320
(6) Eligible Indirect Fees $401,250 $401,250 $401,250 $401,250
(7) Eligible Financing Fees $115,000 $115,000 $115,000 $115,000
(8) All Ineligible Costs $905,642 $905,642
(9) Developer Fees $853,500 $673,233
Developer overhead $305,347 $305,347 $170,633 $134,714
Developer fee $1,221,386 $1,221,386 $682,529 $538,857
(10) Development Reserves $1,144,136 $651,432
TOTAL DEVELOPMENT COSTS $14,664,729 | $14,176,060 $6,543500 | $6,543,162|  $5161451|  $5165824
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $6,543,500 $6,543,162 $5,161,451 $5,165,824
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $6,543,500 $6,543,162 $6,709,886 $6,715,571
Applicable Fraction 100% 100% 100% 100%
TOTAL QUALIFIED BASIS $6,543,500 $6,543,162 $6,709,886 $6,715,571
Applicable Percentage 3.54% 3.54% 3.54% 3.54%
TOTAL AMOUNT OF TAX CREDITS $231,640 $231,628 $237,530 $237,731
Syndication Proceeds 0.9199 $2,130,874 $2,130,764 $2,185,057 $2,186,909
Total Credits (Eligible Basis Method) $469,170
Syndication Proceeds $11,708,986 $4,315,931 $4,317,672
Requested Credits $470,495
Syndication Proceeds $4,328,121
Gap of Syndication Proceeds Needed $4,916,560
Credit Amount $534,462
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Applicant Evaluation ||

Project ID # 05451 Name: North Oaks Apartments City: Houston

LIHTC 9% ] LIHTC 4% HOME [ | BOND [ ] HTF [ ] SECO [ ] ESGP[] Other| ]

[ No Previous Participation in Texas (] Members of the development team have been disbarred by HUD

National Previous Participation Certification Received: N/A L yes ' No
Noncompliance Reported on National Previous Participation Certification: L Yes L No

Portfolio Management and Compliance

Projects in Material Noncompliance

Total # of Projects monitored: 2 # in noncompliance: 0
Yes [ ] No
Projects zero to nine: 2 Projects not reported ~ Yes [
grouped ten to nineteen: 0 # monitored with a score less than thirty: 2 in application No
b . . . . .
¥ seore twenty to twenty-nine: 0 # not yet monitored or pending review: 21 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable [] Not applicable Not applicable L]
Review pending [] Review pending L] Review pending U]
No unresolved issues No unresolved issues [] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that L] Issues found regarding late audit [ | Unresolved issues found that L]
warrant disqualification Unresolved issues found that ] warrant disqualification
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 1/27/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis

Not applicable
Review pending
No unresolved issues

Unresolved issues found

warrant disqualification
(Comments attached)

Reviewer S. Roth

Date 1/30/2006

No relationship
Review pending
No unresolved issues

Unresolved issues found

[]
[
[]
Unresolved issues found that ||
Community Affairs
[]
[]
[]
[
[]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Executive Director:

Edwina Carrington

Not applicable
Review pending [
No unresolved issues [
Unresolved issues found [
Unresolved issues found that [

warrant disqualification
(Comments attached)

Reviewer Sandy M. Garcia

Date 1/27/2006

Office of Colonia Initiatives

Not applicable
Review pending
No unresolved issues

Unresolved issues found

oo

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

(Cost Certification and Workout)
Not applicable [

Review pending

U]
No unresolved issues []
Unresolved issues found [

L]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Financial Administration

No delinquencies found

Delinquencies found [

Reviewer Melissa M. Whitehead

Date 1/30/2006

Executed: onday, February 06, 2006



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for Bayview Apartments.

Summary of the Transaction

The application was received on November 14, 2005. The Issuer for this transaction is Harris County HFC. The
development is to be located at 6900 N. Main St. in Baytown. Demographics for the census tract include AMFI of
$78,520; the total population is 7,009; the percent of population that is minority is 27.02%; the percent of
population that is below the poverty line is 6.45%; the number of owner occupied units is 2,073; the number of
renter units is 364 and the number of vacant units is 176. The percent of population that is minority for the entire
City of Baytown is 49% (Census information from FFIEC Geocoding for 2005). The development is new
construction and will consist of 240 total units targeting the general population, with all affordable — for a Priority
3 bond transaction this means that at least 75% of the units must have rents at 30% of 80% AMFI and that they
meet one of the minimum housing tax credit elections. There is no zoning required for the Baytown area. The
Department received no letters in support and no letters in opposition. The bond priority for this transaction is:

[ ] Priority 1A: Set aside 50% of units that cap rents at 30% of 50% AMFI and
Set aside 50% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1B: Set aside 15% of units that cap rents at 30% of 30% AMFI and
Set aside 85% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

[ ] Priority 1C: Set aside 100% of units that cap rents at 30% of 60% AMFI (Only for projects
located in a census tract with median income that is greater than the median
income of the county MSA, or PMSA that the QCT is located in.

(MUST receive 4% Housing Tax Credits)

[ ] Priority 2: Set aside 100% of units that cap rents at 30% of 60% AMFI
(MUST receive 4% Housing Tax Credits)

X Priority 3: Any qualified residential rental development.
This application was previously brought before the TDHCA Board in November 2004. The Board approved the
previous application however the transaction did not close because the financing parties backed out of the deal.
The previous lender was Malone Mortgage and the syndicator was Paramount Financial Group. The current lender

is MMA Financial and the syndicator is WNC & Associates.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for Bayview Apartments.

Page 1 of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Bayview Apartments, TDHCA Number 05445

BASIC DEVELOPMENT INFORMATION

05445
Family

Site Address: 6900 Main Street Development #:
City: Baytown Region: 6 Population Served:
County: Harris Zip Code: 77521 Allocation:

HTC Set Asides: [ ] At-Risk [] Nonprofit [J USDA L] Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: Harris County HFC

HTC Purpose/Activity: NC=New Construction, ACQ=Acquisition, R=Rehabilitation, NC/ACQ=New Construction
NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

NC

and Acquisition,

OWNER AND DEVELOPMENT TEAM

Owner: H. C. Crosby, LP
Manish Verma - Phone: (210) 240-8373
Developer: GMAT IIl Development, Ltd.
Housing General Contractor: Galaxy Builders, Ltd.
Architect: Chiles Architects, Inc.
Market Analyst: Apartment Market Data
Syndicator: WNC & Associates
Supportive Services: To Be Determined
Consultant: Commercial Investment Services, Inc.

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 240
0 0 0 240 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 76 108 56 0 Total Development Units: 240
Type of Building: 5 units or more per bldng Total Development Cost: $22.019,259
Number of Residential Buildings: 11
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $900,924 $887,593 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

2/8/2006 09:51 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Bayview Apartments, TDHCA Number 05445

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment
State/Federal Officials with Jurisdiction:

TX Senator: Whitmire, District 15 NC Points: \ 0 US Representative: Poe, District 2, NC

TX Representative: Smith, District 128 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Calvin Mundinger, Mayor, City of Resolution of Support from Local Government []
Baytown - NC

Gary Jackson, City Manager, City of Baytown - Consistent
with the City of Baytown's current, approved Consolidated
Plan.

Individuals/Businesses: In Support: 0 In Opposition: 0
Neighborhood Input:

General Summary of Comment:
The Department has received no letters of support and no letters of opposition.

CONDITIONS OF COMMITMENT

1. Per §49.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated and an adjustment to the
credit amount may be warranted.

2/8/2006 09:51 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Bayview Apartments, TDHCA Number 05445

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

9% HTC Competitive Cycle: [ ] Score: [] Meeting a Required Set-Aside Credit Amount: $0

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0
Recommendation:
4% Housing Tax Credits with Bond Issuance: Credit Amount: $887,593

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $887,593 annually for ten years, subject to
conditions.

Private Activity Bond Issuance with TDHCA: Bond Amount: $0

Recommendation:

2/8/2006 09:51 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: February 6, 2006 PROGRAM: 4% HTC FILE NUMBER: 05445

DEVELOPMENT NAME

Bayview Apartments

APPLICANT
Name: H.C. Crosby, L.P. Type: For-profit
Address: 45 NE Loop 410, Suite 290 City: San Antonio State: TX
Zip: 78216  Contact:  Manish Verma Phone: (210) 240-8376  Fax: (210) ;‘2%
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: CIS Crosby Development, LLC (%): 0.01 Title: ~ Managing General Partner
Name: GMAT I Development, Ltd. (%): N/A Title: Developer
Name: Arun Verma (%): N/A Title: 45% Owner of Developer
Name: CIP, Ltd. (%): N/A Title: 45% Owner of Developer
Name: Manish Verma (%): N/A Title: 10% Owner of Developer
PROPERTY LOCATION
Location: 6900 N. Main Street ] «Qctr X DppA
City: Baytown County: Harris Zip: 77521

REQUEST
Amount Interest Rate Amortization Term
$900,924 N/A N/A N/A
Other Requested Terms:  Annual ten-year allocation of housing tax credits
Proposed Use of Funds: New construction Property Type: Multifamily
Special Purpose (s): General population

RECOMMENDATION

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$887,593 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS

1. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit amount may be warranted.

REVIEW of PREVIOUS UNDERWRITING REPORTS

The Application was previously underwritten in November 2004 and received a recommendation for housing
tax credits not to exceed $574,895 annually for ten years with the following condition:

1. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the credit amount may be warranted.

The Board approved the motion to recommend the Application. According to the Applicant, the lender and
the syndicator, Malone Mortgage and Paramount Financial Group, Inc., changed the terms of the guarantees
at the last minute. At that point the Applicant decided to withdraw the application and seek other financial




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

partners. The updated application and current Underwriting report reflect a different lender and syndicator,
MMA Financial and WNC & Associates. The current application has identified higher construction costs and
is requesting significantly more credits as a result of a change in the Difficult Development Area (DDA)
designation for Gulf Coast counties affected by hurricane Rita. The Applicant also made some slight changes
to the unit mix by reducing the number of one-bedroom units and increasing the number of two- and three-
bedroom units.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Non-Res. # of
Units: = Buildings ~  Buildings - Floors

Net Rentable SF: 223,234 Av Un SF: 930 Common Area SF: 4,880  Gross Bldg SF: 228,114

Age: M yrs

STRUCTURAL MATERIALS

The structure will be wood frame on a slab on grade. According to the plans provided in the application the
exterior will be comprised as follows: 37% stone/40% cement fiber siding, and 23% stucco. The interior wall
surfaces will be drywall and the pitched roof will be finished with asphalt composite shingles.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be a combination of carpeting & ceramic tile. Each unit will include: range &
oven, hood & fan, garbage disposal, dishwasher, refrigerator, fiberglass tub/shower, washer & dryer
connections, ceiling fans, laminated counter tops, individual water heaters, individual heating and air
conditioning.

ON-SITE AMENITIES

A 4,880-square foot community building will include a great room, management offices, fitness, computer
room, maintenance, a kitchen, restrooms, & a computer/library center. The community building and
swimming pool will be located at the entrance to the property. In addition, a volleyball court & perimeter
fencing with limited access gate is planned for the site.

Uncovered Parking: 494 spaces  Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Bayview Apartments is a relatively dense (20 units per acre) new construction development of
240 units of affordable housing located in north Baytown. The development is comprised of eleven evenly
distributed large garden style walk-up low-rise residential buildings as follows:

e 1 Building Type I with 36 one-bedroom/one-bath units;

e 1 Building Type II with 24 two-bedroom/two-bath units;

e 7 Building Type III with 12 two-bedroom/two-bath units and 8 three-bedroom/two-bath units;

e 1Building Type IV with 24 one- bedroom/one-bath units; and

e 1 Building Type V with 16 one-bedroom/one-bath units;

Architectural Review: The building and unit plans are of good design, sufficient size and are comparable to

other modern apartment developments. They appear to provide acceptable access and storage. The elevations
reflect attractive buildings with nice fenestration.

SITE ISSUES
SITE DESCRIPTION
Size: 12 acres 522,720 square feet  Zoning/ Permitted Uses: MU
Flood Zone Designation: Zone X Status of Off-Sites: Partially improved

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: Baytown is located approximately ten miles east of Houston, in Harris County. The site is an
irregularly-shaped parcel located in the northern ETJ of Baytown, approximately one-quarter mile south of
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Interstate 10. The site is situated on the east side of North Main Street.
Adjacent Land Uses:
e North: commercial development, vacant land and I-10 beyond;

e South: vacant land immediately adjacent;
e East: Barkaloo Road immediately adjacent and vacant land beyond; and
e West: North Main Street immediately adjacent and vacant land beyond;

Site Access: Access to the property is from the north or south from North Main Street. The development is
to have one main entry from North Main Street. Access to Interstate Highway I-10 is less than one mile north,
which provides connections to all other major roads serving the Houston area.

Public Transportation: Public transportation in the area is not provided.

Shopping & Services: The site is within 3 miles of major grocery/pharmacies, shopping centers, and a
variety of other retail establishments and restaurants. Schools, churches, and hospitals and health care
facilities are located within a short driving distance from the site.

Site Inspection Findings: TDHCA staff performed a site re-inspection on December 6, 2005 after an
original inspection on October 7, 2004. The re-inspection found the site Acceptable for the proposed
development. The re-inspection noted “There is truck travel 1000’ from site...I-10 is within 1000’ from
site...” The original inspection found the location to be Questionable (Acceptable with reservations) for the
proposed development due to the following conditions: The inspector noted the site is located on a busy road
with traffic that backs up from IH-10 to the property. There is a busy gas station on the corner with heavy
truck traffic and a large semi-truck parking lot next door. According to the inspector, it is not an area likely to
attract tenants looking for a quiet community because there is a lot of traffic on IH-10 and a lot of noise.

The Applicant provided a copy of a noise survey prepared by Frost GeoSciences dated January 7, 2006. The
stated purpose of the Noise Information Survey is “to determine if there are any potential noise concerns
associated with the project site due to automotive, railroad, or aircraft traffic” (p. 1). The report was
conducted for the purpose of completing a Noise Information Worksheet required by the Department of
Housing and Urban Development. The Noise Information Worksheet identified that there is a roadway (four
or more lanes) within 1000 feet from the site and the projected traffic count for a 24 hour period was 167,806
with an average speed of 45 to 70 mph. There is no railroad track within 3000 feet from the site. There are
three airports located within 15 miles from the site however the project is not located within a Runway Clear
Zone nor Clear Zone and Accident Potential Zone. According to a letter from Frost GeoSciences dated
February 6, 2006, “...based on the information obtained in this noise survey and given the lack of airplane
and train traffic in the area, Frost GeoSciences, Inc. is of the opinion that the noise levels generated from
nearby streets and businesses would not present an adverse condition to the proposed development.”

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase I Environmental Site Assessment report dated November 5, 2005 was prepared by Frost
GeoSciences, Inc. and contained the following findings and recommendations:

Findings:

e Asbestos-Containing Materials (ACM): “The project site was visually inspected for areas that might
contain asbestos-containing materials. No obvious visual indications of asbestos-containing materials
were noted on the project site at the time of the on site inspection” (p. 17).

e Lead-Based Paint (LBP): “The project site was visually inspected for areas that might contain lead-
based paint. No obvious visual indications of lead-based paint were noted on the project site at the time
of the on site inspection” (p. 17).

e Radon: “According to the Final Report of the Texas Indoor Radon Survey by the Texas Department of
Health and Human Services, Radiation Control, Harris County has an average radon level of <0.5 pico
curies per liter. This value is below the Environmental Protection Agency (EPA) action level of 4
picocuries per liter. According to the EPA Map of Radon Zones
(http://www.epa.gov/iag/radon/zonemap/texas.htm), the project site is located within Zone 3. According
to the EPA, Zone 3 is characterized by areas having a low potential (less than 2.0 pCi/L for Radon”

(p-17).
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e Floodplain: “The Federal Emergency Management Agency (FEMA) Flood Insurance Rate Map for
Harris County, Texas, Community Panel Number 48201C0765 J (11/06/1996) was reviewed to
determine in the project site is located in areas prone to flooding. A review of the above mentioned panel
number indicates that no portion of the project site is located within the 100-year floodplain” (p. 11).

Recommendation: “This assessment has revealed no evidence of recognized environmental conditions in
connection with the project site. There is no reason to suspect that the project site or adjoining properties are
of sufficient environmental concern to warrant additional investigations at this time” (p. 1).

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. The development was part of the Bond Review Board August collapse and 2005 non-traditional
carryforward.

MAXIMUM ELIGIBLE INCOMES

1 Person

2 Persons

3 Persons

4 Persons

5 Persons

6 Persons

60% of AMI

$25,620

$29,280

$32,940

$36,600

$39,540

$42,480

MARKET HIGHLIGHTS

A market feasibility study dated November 11, 2005 was prepared by MarketData Research Services, LLC
(“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “For this analysis, we utilized a custom trade area comprising
a 7.4 mile radius. This trade encompasses 172.01 square miles” (p. 3)

Population: The estimated 2004 population of the PMA was 99,271 and is expected to increase by 8.4% to
approximately 107,574 by 2009. Within the primary market area there were estimated to be 36,541
households in 2004.

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand of 2,405
qualified households in the PMA, based on the current estimate of 36,541 households, the projected annual
growth rate of 1.7%, renter households estimated at 56.2% of the population, income-qualified households
estimated at 19.1%, and an annual renter turnover rate of 62.8 %. (p. 47). The Market Analyst used an
income band of $23,520 to $39,540.

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 100 4.2% 86 3%
Resident Turnover 2,305 95.8% 2,592 97%
TOTAL ANNUAL DEMAND 2,405 100% 2,678 100%
Ref: p. 48

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 20.37% based upon
2,405 units of demand and 490 unstabilized affordable housing in the PMA (including the subject) (p. 49).
The Underwriter calculated an inclusive capture rate of 18.3% based upon a supply of unstabilized
comparable affordable units of 490 divided by a revised demand of 2,678.

Market Rent Comparables:
1,562 units in the market area.

The Market Analyst surveyed five comparable apartment projects totaling
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RENT ANALYSIS (net tenant-paid rents)
Unit Type (%0 AMI) Proposed Program Max Differential Est. Market Differential
1-Bedroom (60%) 650 SF $625 $625 $0 $630 -$5
1-Bedroom (60%) 725 SF $625 $625 $0 $660 -$35
2-Bedroom (60%) 920 SF $751 $751 $0 $790 -$39
2-Bedroom (60%) 954 SF $751 $751 $0 $805 -$54
3-Bedroom (60%) 1261 SF $862 $862 $0 $995 -$133

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =$600, differential = -$100)

Primary Market Occupancy Rates: “The current occupancy rate of the overall market area is 90.0%, as a
result of a great amount of absorption over the past year and a half...we see the greatest number of vacancies
in projects build in the 1970’s and 1980’s. Several of these projects report higher vacancies from
rehabilitation construction, tornado damage, down units, and other management/resident issues. However,
occupancy rates for units built in the 70’s, 80’s 90’s and 2000’s have risen significantly over the past year
due to rehab completions and stabilization” (p. 10).

Absorption Projections: “Overall absorption in the Primary Market Area (PMA) has been 100 units per
year over the past eleven years. This has been in part due to a shift of residents from older projects in poorer
condition into newer projects with modern amenities” (p. 12).

Market Study Analysis/Conclusions: The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are the maximum rents allowed under HTC guidelines, and are
achievable according to the Market Analyst. Estimates of secondary income and vacancy and collection
losses are in line with TDHCA underwriting guidelines.

Expenses: The Applicant’s estimate of total operating expense is comparable with the Underwriter’s
database-derived estimate. In addition, each of the Applicant’s specific expense line items compare well to
the Underwriter’s estimates.

Conclusion: The Applicant’s estimated income is consistent with the Underwriter’s expectations, total
operating expenses are within 5% of the database-derived estimate, and the Applicant’s net operating income
(NOI) estimate is within 5% of the Underwriter’s estimate. Therefore, the Applicant’s NOI should be used to
evaluate debt service capacity. In both the Applicant’s and the Underwriter’s income and expense estimates
there is sufficient net operating income to service the proposed first lien permanent mortgage at a debt
coverage ratio that is within the TDHCA underwriting guidelines of 1.10 to 1.30.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE
Land: (12.0) acres $183,820 Assessment for the Year of: 2005
Building: $N/A Valuation by: Harris County Appraisal District
Total Assessed Value: $183,820 Tax Rate: 2.53839

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Purchase and sale agreement

Contract Expiration Date: 3/ 31/ 2006 Anticipated Closing Date: 12/ 31/ 2005
Acquisition Cost: $1,045,440 Other Terms/Conditions: N/A

Seller:  Ten Main, LTD Related to Development Team Member: No
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CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The site cost of $1,045,440 ($2.00/SF, $87,120/acre, or $4,356/unit), although
significantly higher than the tax assessed value of $183,820 is assumed to be reasonable since the acquisition
is an arm’s-length transaction.

Sitework Cost: The Applicant’s claimed sitework costs of $7,335 per unit are within the Department’s
guidelines for sitework costs for multifamily developments.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $98K or 1% higher than the
Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate, and is therefore regarded as
reasonable as submitted. The Underwriter’s cost estimate has increased 6% over the November 2004 analysis.

Fees: The Applicant’s contractor general requirements, contractor general and administrative fees, and
contractor profit exceed the 6%, 2%, and 6% maximums allowed by HTC guidelines by $156,264 based on
their own construction costs. Consequently the Applicant’s eligible fees in these areas have been reduced by
the same amount with the overage effectively moved to ineligible costs. The Applicant’s developer fees also
exceed 15% of the Applicant’s adjusted eligible basis by $23,439 and therefore the eligible portion of the
Applicant’s developer fee must be reduced by the same amount.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. Since the Underwriter has been able to verify the Applicant’s
projected costs to a reasonable margin, the Applicant’s total cost breakdown, as adjusted by the Underwriter,
is used to calculate eligible basis and determine the HTC allocation. An eligible basis of $19,287,111 is used
to determine a credit allocation of $887,593 from this method. The resulting syndication proceeds will be
used to compare to the Applicant’s request and to the gap of need using the Applicant’s costs to determine
the recommended credit amount.

The Applicant used an applicable percentage rate of 3.56% rather than the underwriting applicable percentage
of 3.54% for applications received in November of 2005.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source: MMA Financial Contact: Rick Monfred

Tax-Exempt Amount:  $13,000,000 Interest Rate: 6.4%

Amortization: 40 yrs Term: 42.5 yrs Commitment: [] Lol [] Firm [X] Conditional

Annual Payment: $902,222 Lien Priority:  1st Commitment Date 11/ 10/ 2005

TAX CREDIT SYNDICATION

Source: WNC & Associates Contact: Darrick Metz

Net Proceeds: $9,055,550 Net Syndication Rate (per $1.00 of 10-yr HTC) 97¢
Commitment [] LoI [] Firm X] Conditional Date: 1/ 5/ 2006
Additional Information: Based upon credits of $9,226,550

APPLICANT EQUITY

Amount:  $671,495 Source: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Harris County HFC and
purchased by MMA Financial. The permanent financing commitment is consistent with the terms reflected in
the sources and uses of funds listed in the application.

HTC Syndication: The tax credit syndication commitment is consistent with the terms reflected in the
sources and uses of funds listed in the application before an update to the amount of credits requested. The
Applicant adjusted the amount of credits requested and the Underwriter applied the syndication rate to
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calculate the total updated syndication proceeds ($8,738,089).

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees (calculated based on the
updated amount of credits requested) of $281,170 amount to 11% of the total fees.

Financing Conclusions: The syndication proceeds calculated based on eligible basis using the Applicant’s
costs is $8,608,790, or $887,593 in annual tax credits. This annual figure is $13,331 less than the Applicant’s
request and less than the annual tax credit estimate of $929,913 calculated based on gap in need. Therefore,
the recommended annual tax credit allocation is $887,593. According to the Underwriter’s analysis, the
deferred developer fee will increase to $410,469, or 16% of the total fee available, and should be repayable
within three years of stabilized operation.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer and General Contractor are both related entities. These are common relationships
for HTC-funded developments.

APPLICANT'S/PRINCIPALS’ FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

e The Applicant and General Partner are single-purpose entities created for the purpose of receiving
assistance from TDHCA and therefore have no material financial statements.

e The 45% Owner of GMAT III Development, Ltd, CIP Ltd., submitted an unaudited financial statement as
of December 31, 2004 reporting total assets of $1K and no liabilities resulting in a net worth of $1K.

e The principals of the Developer (GMAT III Development, Ltd), Arun and Manish Verma, submitted
unaudited financial statements as of December, 2005 and are anticipated to be guarantors of the
development.

Background & Experience: Multifamily Finance Production staff have verified that the Department’s

experience requirements have been met and Portfolio Management and Compliance staff will ensure that the

proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

e None

Underwriter: Date: February 6, 2006
Brenda Hull

Director of Real Estate Analysis: Date: February 6, 2006
Tom Gouris




MULTIFAMILY COMPARATIVE ANALYSIS
Bayview Apartments, Baytown, 4% HTC #05445

Type of Unit Number Bedrooms | No. of Baths Size in SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SF Tnt-Pd Util_Tlr, Swr, Trsh
TC (60%) 30 1 1 650 $686 $625 $18,750 $0.96 $61.00 $32.31
TC (60%) 46 1 1 725 686 625 28,750 0.86 61.00 32.31
TC (60%) 96 2 2 920 823 751 72,096 0.82 72.00 37.31
TC (60%) 12 2 2 954 823 751 9,012 0.79 72.00 37.31
TC (60%) 56 3 2 1,261 951 862 48,272 0.68 89.00 49.31
TOTAL: 240 AVERAGE: 930 $809 $737 $176,880 $0.79 $72.48 $38.53

INCOME Total Net Rentable Sq Ft: 223,234 TDHCA APPLICANT Comptroller's Region 6
POTENTIAL GROSS RENT $2,122,560 $2,122,560 IREM Region Houston
Secondary Income Per Unit Per Month: $15.00 43,200 43,200 $15.00 Per Unit Per Month
Other Support Income: (describe) 0
POTENTIAL GROSS INCOME $2,165,760 $2,165,760

Vacancy & Collection Loss % of Potential Gross Income: -7.50% (162,432) (162,432) -7.50% of Potential Gross Rent

Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $2,003,328 $2,003,328
EXPENSES % OF EGI PER UNIT PER SQFT PER SQ FT PER UNIT % OF EGI

General & Administrative 4.67% $390 0.42 $93,533 $77,220 $0.35 $322 3.85%
Management 5.00% 417 0.45 100,166 100,167 0.45 417 5.00%
Payroll & Payroll Tax 11.68% 975 1.05 233,990 230,771 1.03 962 11.52%
Repairs & Maintenance 5.57% 465 0.50 111,675 98,138 0.44 409 4.90%
Utilities 2.61% 217 0.23 52,188 67,200 0.30 280 3.35%

Water, Sewer, & Trash 4.10% 342 0.37 82,198 76,128 0.34 317 3.80%
Property Insurance 2.79% 233 0.25 55,809 66,970 0.30 279 3.34%
Property Tax 2.53839 7.79% 650 0.70 156,032 159,800 0.72 666 7.98%
Reserve for Replacements 2.40% 200 0.22 48,000 48,000 0.22 200 2.40%

Other: compl fees 1.08% 90 0.10 21,600 21,600 0.10 90 1.08%

TOTAL EXPENSES 47.68% $3,980 $4.28 $955,191 $945,994 $4.24 $3,942 47.22%
NET OPERATING INC 52.32% $4,367 $4.70 $1,048,137 $1,057,334 $4.74 $4,406 52.78%
DEBT SERVICE
MMA Finacial 45.04% $3,759 $4.04 $902,222 $902,222 $4.04 $3,759 45.04%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW 7.28% $608 $0.65 $145,915 $155,112 $0.69 $646 7.74%
AGGREGATE DEBT COVERAGE RATIO 1.16 1.17
RECOMMENDED DEBT COVERAGE RATIO 117
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PERSQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 4.86% $4,400 $4.73 $1,055,895 $1,055,895 $4.73 $4,400 4.80%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 8.11% 7,335 7.89 1,760,459 1,760,459 7.89 7,335 8.00%
Direct Construction 45.70% 41,326 44.43 9,918,299 10,016,399 44.87 41,735 45.49%
Contingency 5.00% 2.69% 2,433 2.62 583,938 588,843 2.64 2,454 2.67%
General Req'ts 6.00% 3.23% 2,920 3.14 700,725 741,942 3.32 3,091 3.37%
Contractor's G & A 2.00% 1.08% 973 1.05 233,575 265,770 1.19 1,107 1.21%
Contractor's Profit 6.00% 3.23% 2,920 3.14 700,725 797,312 3.57 3,322 3.62%
Indirect Construction 6.82% 6,171 6.63 1,480,940 1,480,940 6.63 6,171 6.73%
Ineligible Costs 4.52% 4,089 4.40 981,250 981,250 4.40 4,089 4.46%
Developer's G & A 3.82% 2.93% 2,651 2.85 636,156 677,106 3.03 2,821 3.08%
Developer's Profit 11.18% 8.58% 7,759 8.34 1,862,043 1,862,043 8.34 7,759 8.46%
Interim Financing 5.88% 5317 5.72 1,276,000 1,276,000 5.72 5317 5.79%
Reserves 2.37% 2,147 2.31 515,300 515,300 2.31 2,147 2.34%
TOTAL COST 100.00% $90,439 $97.23 $21,705,307 $22,019,259 $98.64 $91,747 100.00%
Recap-Hard Construction Costs 64.03% $57,907 $62.26 $13,897,722 $14,170,725 $63.48 $59,045 64.36%
SOURCES OF FUNDS RECOMMENDED
MMA Finacial 59.89% $54,167 $58.23 $13,000,000 $13,000,000 $13,000,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 $2,515,710
HTC Syndication Proceeds 40.26% $36,409 $39.14 8,738,089 8,738,089 8,608,790 % of Dev. Fee Deferred
Deferred Developer Fees 1.30% $1,172 $1.26 281,170 281,170 410,469 16%
Additional (excess) Funds Required  -1.45% ($1,308) ($1.41) (313,952) 0 0 15-Yr Cumulative Cash Flow
TOTAL SOURCES $21,705,307 $22,019,259 $22,019,259 $4,802,456
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Bayview Apartments, Baytown, 4% HTC #05445

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $13,000,000 Term 480
CATEGORY FACTOR | UNITS/sQ FT PER SF AMOUNT Int Rate 6.40% DCR 1.16
Base Cost | $49.50 |  $11,049,594
Adjustments Secondary $0 Term
Exterior Wall Finish 2.96% $1.47 $327,068 Int Rate 0.00% Subtotal DCR 1.16
Elderly/9-Ft. Ceilings 0.00 0
Roofing 0.00 0 Additional $8,738,089 Term
Subfloor (0.70) (156,264) Int Rate Aggregate DCR 1.16
Floor Cover 3.43 765,709
Porches/Balconies $20.49 18,733 1.72 383,916 RECOMMENDED FINANCING STRUCTURE APPLICANT'S NO
Plumbing $680 492 1.50 334,560
Built-In Appliances $1,675 240 1.80 402,000 Primary Debt Service $902,222
Stairs $1,475 92 0.61 135,700 Secondary Debt Service 0
Floor Insulation 0.00 0 Additional Debt Service 0
Heating/Cooling 1.53 341,548 NET CASH FLOW $155,112
Garages/Carports 0 0.00 0
Comm &/or Aux Bldgs $59.87 4,880 1.31 292,185 Primary $13,000,000 Term 480
Other: 0.00 0 Int Rate 6.40% DCR 117
SUBTOTAL 62.16 13,876,017
Current Cost Multiplier 1.01 0.62 138,760 Secondary $0 Term 0
Local Multiplier 0.87 (8.08) (1,803,882) Int Rate 0.00% Subtotal DCR 1.17
TOTAL DIRECT CONSTRUCTION COSTS $54.70 $12,210,895
Plans, specs, survy, bld pr 3.90% ($2.13) ($476,225)| Additional $8,738,089 Term 0
Interim Construction Interes|{  3.38% (1.85) (412,118) Int Rate 0.00% Aggregate DCR 117
Contractor's OH & Profit 11.50% (6.29) (1,404,253)
NET DIRECT CONSTRUCTION COSTS $44.43 $9,918,299

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $2,122,560 $2,186,237 $2,251,824 $2,319,379 $2,388,960 $2,769,459 $3,210,562 $3,721,922  $5,001,952
Secondary Income 43,200 44,496 45,831 47,206 48,622 56,366 65,344 75,751 101,804
Contractor's Profit 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 2,165,760 2,230,733 2,297,655 2,366,584 2,437,582 2,825,826 3,275,906 3,797,673 5,103,755
Vacancy & Collection Loss (162,432)  (167,305) (172,324) (177,494) (182,819) (211,937) (245,693) (284,825) (382,782)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $2,003,328  $2,063,428 $2,125,331 $2,189,091 $2,254,763 $2,613,889 $3,030,213 $3,512,848  $4,720,974
EXPENSES at 4.00%
General & Administrative $77,220 $80,309 $83,521 $86,862 $90,336 $109,908 $133,720 $162,691 $240,822
Management 100,167 103172.01 106267.1703 109455.1854 112738.841 130695.2155 151511.575 175643.4408  236050.097
Payroll & Payroll Tax 230,771 240,001 249,601 259,585 269,969 328,458 399,620 486,199 719,693
Repairs & Maintenance 98,138 102,064 106,146 110,392 114,808 139,681 169,944 206,762 306,059
Utilities 67,200 69,888 72,684 75,591 78,614 95,647 116,369 141,580 209,573
Water, Sewer & Trash 76,128 79,173 82,340 85,634 89,059 108,354 131,829 160,390 237,417
Insurance 66,970 69,649 72,435 75,332 78,345 95,319 115,970 141,096 208,856
Property Tax 159,800 166,192 172,840 179,753 186,943 227,445 276,722 336,674 498,361
Reserve for Replacements 48,000 49,920 51,917 53,993 56,153 68,319 83,120 101,129 149,695
Other 21,600 22,464 23,363 24,297 25,269 30,744 37,404 45,508 67,363
TOTAL EXPENSES $945,994  $982,832 $1,021,113 $1,060,895 $1,102,236 $1,334,570 $1,616,210 $1,957,673  $2,873,889
NET OPERATING INCOME $1,057,334  $1,080,596 $1,104,217 $1,128,195 $1,152,527 $1,279,318 $1,414,004 $1,555,175 $1,847,085
DEBT SERVICE
First Lien Financing $902,222 $902,222 $902,222 $902,222 $902,222 $902,222 $902,222 $902,222 $902,222
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $155,112  $178,374 $201,995 $225,973 $250,305 $377,096 $511,781 $652,953 $944,863
DEBT COVERAGE RATIO 1.17 1.20 1.22 1.25 1.28 1.42 1.57 1.72 2.05

TCSheet Version Date 10/6/04tg Page 2 05445 Bayview Apartments.xls Print Date2/7/2006 10:51 AM



LIHTC Allocation Calculation - Bayview Apartments, Baytown, 4% HTC #05445

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS

(1) Acquisition Cost

Purchase of land | $1,055895|  $1,055,895

Purchase of buildings
(2) Rehabilitation/New Construction Cost

On-site work $1,760,459 $1,760,459 $1,760,459 | $1,760,459

Off-site improvements
(3) Construction Hard Costs

New structures/rehabilitation hard costs | $10,016,399 [  $9,918,299 |  $10,016,399 | $9,918,299
(4) Contractor Fees & General Requirements

Contractor overhead $265,770 $233,575 $235,537 $233,575

Contractor profit $797,312 $700,725 $706,611 $700,725

General requirements $741,942 $700,725 $706,611 $700,725
(5) Contingencies $588,843 $583,938 $588,843 $583,938
(6) Eligible Indirect Fees $1,480,940 $1,480,940 $1,480,940 $1,480,940
(7) Eligible Financing Fees $1,276,000 $1,276,000 $1,276,000 $1,276,000
(8) All Ineligible Costs $981,250 $981,250
(9) Developer Fees $2,515,710

Developer overhead $677,106 $636,156 $636,156

Developer fee $1,862,043 $1,862,043 $1,862,043
(10) Development Reserves $515,300 $515,300 ;l
TOTAL DEVELOPMENT COSTS $22,019,259 $21,705,307 $19,287,111 $19,152,862

Deduct from Basis:

All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis

Non-qualified non-recourse financing

Non-qualified portion of higher quality units [42(d)(3)]

Historic Credits (on residential portion only)

TOTAL ELIGIBLE BASIS $19,287,111 $19,152,862
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $25,073,245 $24,898,720
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $25,073,245 $24,898,720
Applicable Percentage 3.54% 3.54%
TOTAL AMOUNT OF TAX CREDITS $887,593 $881,415
Syndication Proceeds 0.9699 $8,608,790 $8,548,868
Total Credits (Eligible Basis Method) $887,593 $881,415
Syndication Proceeds| $8,608,790 $8,548,868

Requested Credits $900,924

Syndication Proceeds $8,738,089

Gap of Syndication Proceeds Needed $9,019,259

Credit Amount

$929,913
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Applicant Evaluation ||

Project ID # 05445 Name: Bayview Apartments City: Baytown

LIHTC 9% ] LIHTC 4% HOME [ | BOND [ ] HTF [ ] SECO [ ] ESGP[] Other| ]

[ No Previous Participation in Texas (] Members of the development team have been disbarred by HUD

National Previous Participation Certification Received: N/A L yes ' No
Noncompliance Reported on National Previous Participation Certification: L Yes L No

Portfolio Management and Compliance

Projects in Material Noncompliance

Total # of Projects monitored: 0 # in noncompliance: 0
Yes [ ] No
Projects zero to nine: 0 Projects not reported ~ Yes [
grouped ten to nineteen: 0 # monitored with a score less than thirty: 0 in application No
b . . . . .
y score twenty to twenty-nine: 0 # not yet monitored or pending review: 3 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable
Review pending [] Review pending L] Review pending U]
No unresolved issues [] No unresolved issues [] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that L] Issues found regarding late audit [ | Unresolved issues found that L]
warrant disqualification Unresolved issues found that ] warrant disqualification
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 12/20/2005
Multifamily Finance Production Single Family Finance Production Real Estate Analysis

Not applicable
Review pending
No unresolved issues

Unresolved issues found

warrant disqualification
(Comments attached)

Reviewer S. Roth

Date 12/19/2005

No relationship
Review pending
No unresolved issues

Unresolved issues found

[]
[
[]
Unresolved issues found that ||
Community Affairs
[]
[]
[
[]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer EEF

Date 12/16/2005

Executive Director:

Edwina Carrington

Not applicable
Review pending [
No unresolved issues [
Unresolved issues found [
Unresolved issues found that [

warrant disqualification
(Comments attached)

Reviewer Paige McGilloway

Date 12/15/2005

Office of Colonia Initiatives

Not applicable
Review pending
No unresolved issues

Unresolved issues found

oo

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Executed:

(Cost Certification and Workout)
Not applicable [

Review pending

U]
No unresolved issues []
Unresolved issues found [

L]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Financial Administration

No delinquencies found

Delinquencies found [

Reviewer Melissa M. Whitehead

Date 12/20/2005

day, December 28, 2005



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item

Appeal determination of meeting ineligibility for a 2006 Four Percent Housing Tax Credit
(HTC).

Requested Action

Issue a determination on the appeal.

Background and Recommendations

Consistent with §50.12(a)(2), the Department must receive the full application and any
outstanding documentation for Four Percent Housing Tax Credit Applications no later than 60
days prior to the Board meeting at which the decision to issue a Determination Notice would be
made. The appellant has requested that they be considered for the March 2006 Board meeting.
However, the 60 day deadline was not satisfied. Therefore, the Department has scheduled the
application for the May Board meeting, still giving sufficient time for closing. The appellant has
chosen to appeal their meeting date ineligibility.

Sea Breeze Senior Apartments
According to the applicant, the appeal is based on the following reason:

Sea Breeze Senior Apartments was originally awarded private activity bonds and tax credits in
May 2005. However, for a variety of reasons, they have been unable to close the transaction.
Initially delays were associated with originally intending to use U.S. Department of Housing and
Urban Development (HUD) Replacement Housing Funds for the acquisition. Due to time-
consuming negotiations, the applicant was forced to re-induce the bonds and then still ultimately
was unable to close the transaction with the HUD Program. At the point they were finally
prepared to close on the transaction, Hurricane Katrina struck the Gulf Coast and it was not
possible to obtain casualty insurance or surety bonds. Additionally, due to bonding difficulties
with the original contractor, a new contractor had to be selected and the public procurement
process for this took some time. These delays again created a need to re-induce the bonds. The
applicant asserts that the location, site plan, design, development team, debt and equity providers
all remain unchanged; the only change is an increase to the construction and indirect construction
costs which have created an increase in the credit request amount.

The Volume I and II of the application for Sea Breeze was received on February 3, 2006, after
the 60 day deadline had passed for the March Board meeting. It should be noted that as of
February 7, 2006, the remaining Volume III and third party reports remain outstanding.

Relevant documentation related to this appeal is provided behind the Board Action Request.

Page 1 of 2



Applicant:

Site Location:
City/County:
Population Served:
Type of Development:
Units:

Credits Requested:

Staff Recommendation:

Sea Breeze Seniors, LP
5751 1-37 Access Road
Corpus Christi / Nueces
Elderly

New Construction

200

$614,145

The Executive Director denied the original appeal. Staff is
therefore recommending that the Board also deny the
appeal of ineligibility, particularly in light of the cost
increases that warrant a full re-analysis. Staff recommends
that the application be presented to the Board in May 2006
consistent with program rules, conditioned on receipt of all
outstanding documents (Volume III and all third party
reports) by March 3, 2006, which is 60 days prior to the
May Board meeting.

Page 2 of 2
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2006 HOUSING TAX CREDIT AFPEAL SUBMISSTION REQUEST 'ORM

This forre, sobmitted with my appeal to the Excoutive Director, is 1o noiiy the
Department that I am tiling a formal wppeal fo the Exceulive Director for processing,

I iy appeal is denied by the Executive Director, I: (eheck une)

m(.l}n wish fo apiral w the Board of Directors and request that my appheation be added
10 the February 15, 2006 TDHCA Roard of Directors nceting agenda. | understund that
as Jong #s | rerurn this form, with my appeal 16 the Fxcoutive Diructor, by Februmy 7/,
2006 st 172:00 noon, 1 ay still be placed on the Febraary 15 agenda, My appenl
documentation provided 1o the Exvcutive Ditector will serve as my Roard appesl
docimentation o be provided to the Board in their board inaterigls.

['] Do wish to sppenl to the Baard of Directows and request that my application be added Lo
the March 20, 2006 TDHUA Boand of Dirsctors meeting agenda, | will submit that
docsmentation no hater Wan the deadline required wnder §50.17(b).

; || Do not wish to appeal to the Board of Dircetors,
. Develoyment N

“Ten Qureezs SEMons

- Development Address: Faoo / e stRTe 357

Title:

i Date:

Sipned:




Rick Perny
Governor

Epwina P. CARRINGTON
Executive Director

Boarp MempERs

Elizabeth Andersor, Chair
Shadrick Bogany

C. Kent Conine

Yidal Gonzalez

Patrick R. Gordon
Norberto Salinas

DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS

WWW.TDHCA.STATE. TX.US

February 7, 2006

Richard J. Franco

Sea Breeze Seniors, LP
3701 Ayers St.

Corpus Christi, TX 78415
Telephone: (361) 889-3349
Facsimile: (361) 889-3326

Re:  Sea Breeze Seniors, #060405

Dear Mr. Franco:

Appeal Review

I have carefully reviewed the appeal that we received on February 7, 2006 regarding
the ineligibility of the above-referenced application.

On February 3, 2006 you submitted Volumes I and II of a Housing Tax Credit
application for the above-referenced development to the Texas Department of
Housing and Community Affairs (the “Department”). In your submission, you
requested that your application be placed on the Board agenda for consideration at
the March 20, 2006 meeting.

Consistent with §50.12(a)(2), the Department must receive the full application and
any outstanding documentation no later than 60 days prior to the Board meeting at
which the decision to issue a Determination Notice would be made. Because none of
your documentation was received until February 3, 2006, the 60 day requirement has
not been satisfied and unfortunately this application is ineligible for consideration for
the March Board meeting.

Appeal Determination

Because of the reasons above, your appeal is denied. The application is not eligible
to be presented at the March 2006 Board meeting.

507 SABINE-SUITE 400 = PO, BOX 13941 = AUSTIN, TEXAS 78741-3941 = (512) 475-3800




Mr. Franco
February 7, 2006
Page 2 of 2

Section 50.17(b)(4) of the 2006 QAP states that if you are not satisfied with this
Tesponse to your appeal, you may appeal directly in writing to the Board of the Texas
Department of Housing and Community Affairs. I am in receipt of your Appeal
Submission Request Form; as indicated on that form your appeal to the Board has
been placed on the February 15, 2006 Board meeting agenda.

If you have questions or comments, please call (512) 475-3340.

Sincerely,

Edwina P. Carrington W

Executive Director
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Rl b, ) HOUSING AUTHORITY OF
") L4 THE CITY OF CORPUS CHRISTI
HOUSING COMMISSIONERS ° Executive Offices
3701 Ayers Street
ELMER CHARLES WILSON, Cheirperson = | "9F | & Corpus Christi, Texas 78415
PRISCILLA WALLER Viea-Chairpatson ) '.t:"
WILLTAM D, BONILLA, Commissioncr [ RICHARD ), FRANCO, CEO

' O

FRANK W. MONTESANO, Commissioner Sin o A\)_w
VIRGINTA BARBOSA, Commissioncr Office: 361-889-3340
Fax:  361-889-3326

Website: HACC.ORG

February 6, 2006

Edwina Carrington, Executive Director

Texas Department of Housing and Community Affairs
221 East 11™ Street

Anstin, Texas 78701-2410

Re:  Sea Breeze Senior Apartments
Corpus Christi, Texas
Denial of a Requested Waiver to Requirements of §50.12(2)(2)

Dear Ms. Carrington:

Please accept this correspondence as an Appeal to the recent denia! for a waiver of the referenced
section regarding submission of documentation (o the department relative to an allocation of private
activity bonds as follows: “60 days prior (o the Board meeting m which the decision 1o issue a
Determination Notice would be muade.” We respectfully request reconsideration of our original requcat
that the proposed 4% tax credit allocation be considered at the March 20, 2006 meeting of the Texas
Department of Housing and Community Affairs (“TDHCA™), If this appeal is denied by the Executive
Director, we wish to appeal to the Board of Directors and request that this item be added to the February
15, 2006 TDHCA Board meeting agenda,

We believe that you are personally familiar with our issue and the rationale behind our request [or
expedited consideration. Nonetheless, at the risk of being redundant, we would like to detail our
situation, To provide a bit of historic perspective, in latc 2004 the Corpus Christi Housing Authority
("CCHA”), utilizing both internal and independent market studies, detcrmined that there was a
significant unmet need for affordable housing targeted to the elderly in our community, We met with
representatives of Cimarron Estates, (“Cimarron™) a senior facility originally funded using the Tax
Credit Program. Cimarron reported that it maintains a 99% occupancy rate with attrition pccurting
primarily as a result of death or declining physical condition and that the properly maintained a
significantly long waiting list. Cimarron is the only tax credit funded senior facility in Corpus Christi.

Accordingly, CCHA through Sea Brecze Seniors, LP applied for and was awarded a %7,855,000
allocation of Private Activity Bonds for the development of an elderly apartment community. In
addition, Sea Breeze Seniors, LP submitted an application for tax credits to TDHCA to finalize the
funding of Sea Breeze Senior Apartments which was otiginatly approved on May 26, 2005,
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Sea Breeze will consist of 200 apartments designated as tax credit units with qualification limited to
elderly families earning at or below 60% of area median family income (“AMFI”). As a demonstration
of our suppori, CCHA provided a capital injection of $961,200 to the transaction 1o facilitate the
development of this apartment community. Specificatly, CCHA has purchased the proposed site and
will provide Sea Breeze Seniors, LP a long-term Icase at a rate of $1 a year. In addition, the City of
Corpus Christi has approved a $150,000 grant to subsidize on-site development costs.

Unfortunately, we have been unsuccessful accomplishing a closing of the transaction due to a number of
factors. Initially, we hoped to utilize Replacement Housing Funds from the U. S. Department of
Housing and Urban Development (“HUD”) to finance the acquisition of the proposed site. After many
months of difficull negotiations we were forced to re-induce the bonds (incurring the corresponding
expense) and receive new private activity bond authority from the Bond Review Board. Lventually,
unable to bring closure to the HUD financing, we turned instead to Fannie Mae to obtain the resources
necessary to acquire the site. We were poised to close the transaction (dates had actually been set) when
Hurricane Katrina struck the Gulf Coast. As you may know, for a period of 45 days after the disaster,
the insurance industry abstained from writing both casualty insurance as well as surety bonds. Finally,
once we were able to obtain property insurance, we experienced difficulties with our contractor’s ability
to acquire bonding; prior to the impact of the hurricane, surety companies required 4-5% liquidity to
provide construction bonding, after the disaster the amount of Hquidity increased to as much as 12%,
Replacing the contracior, due to the procurement process required by the public status of the sponsor,
was less than timely but did result in the selection of a construction company with significant experience
and bonding capacity. Unforfunately, this delay resulted in the need to again re-induee the bonds and re-
apply for new private activity bond authority.

We have been awarded that authority and contemporaneous with this letter submit Volumes [ and J] for
the referenced transaction to your office for your review and consideration. It is our intent to submit
Volume III, the Market Study and the Phase | Environmental Study no later than February 10, 2006.
We recopnize that this allows staff only forty days to perform the appropriate underwriting. However,
we would note that the transaction as submitted is virtually identical to last year’s original submission
with the only significant difference being an increase in construction and indirect construction costs.
This cost increase has been offset by a corresponding increase in bosis and thus, a $31,268 increase in
the 4% tax credit request. The location, site plan, design, development team members, debt and equity
providers all remain identical to the original submission and thus should facilitate an expedited review.

In addition, this transaction has been fully underwritten and approved by both the bond underwriter,
RBC Dain Rauscher and the bond purchaser, John Nuveen. The equity provider, PNC Multifamily
Capital has also completed underwriting allowing for a closing date to be set immediately. A new
allocation of 2006 tax credits is the final remaining step in allowing for the closing of the Sen Breeze
transaction. Were the project to wait for consideration at the May TDHCA Board meeting, another bond
inducement and corresponding allocation along with the related costs estimated at $12,000 will be
required of thig not-for-profit sponsor. Lastly, the selected general contractor, Cook Construction, will
nol guaranty current pricing and available bonding capacity if the project is delayed for closing until
after the May Board meeting. Increasing costs and further delays beyond approval at the March Board
meeting could jeopardize the creation of this critical affordable housing,

We are prepared to set a closing date corresponding with a favorable review by staff and TDHCA Board
approval which would allow for & construction start on this long delayed project prior to April 1. My
staff and I are available at any time prior to the February and March TDHCA Board meetings to respend
to any requests for additional information that will assist Department staff in reviewing the revised
financing proposal for the Sea Breeze Apartrents.
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We greatly appreciate your favorable consideration of this Appeal. Absent that, we would welcome
your support of our appeal to your Board of Directors. Thank you.




Housing Tax Credit Program
Board Action Request
February 15, 2006

Action Item

Request, review, and board determination of two (2) four percent (4%) tax credit applications with TDHCA as the Issuer.

Recommendation

Staff is recommending that the board review and approve the issuance of two (2) four percent (4%) Tax Credit Determination Notices with TDHCA
as the Issuer for tax exempt bond transactions known as:

Development Name Location Issuer Total LI Total Applicant Requested | Recommended
No. Units | Units | Development Proposed Credit Credit
Tax Exempt | Allocation Allocation
Bond
Amount
05619 The Oakmoor Houston TDHCA 248 248 $22,137,554 $14,635,000 | $848,010 $765,655
05629 Village Park Houston TDHCA 418 418 $21,211,006 $13,660,000 | $574,490 $574,490
Apartments
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TEXAS

DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS

WWW.TDHCA.STATE.TX.US

MULTIFAMILY FINANCE PRODUCTION DIVISION

2005 Private Activity Multifamily Housing Revenue Bonds

The Oakmoor Apartments
South side of Airport Boulevard, approximately one half of a mile east of Almeda and
approximately three quarters of a mile west of State Highway 288 South
Houston, Texas

Airport Boulevard Apartments, Ltd.
248 Units
Priority 2 — 100% of units will serve 60% AMFI

$14,635,000 Tax Exempt — Series 2006

TABLE OF EXHIBITS

TAB 1 TDHCA Board Presentation

TAB 2 Bond Resolution

TAB 3 HTC Profile and Board Summary
TAB 4 Sources & Uses of Funds

Estimated Cost of Issuance
TAB S Department’s Real Estate Analysis
TAB 6 TDHCA Compliance Summary Report

TAB 7 Public Input and Hearing Transcript (September 12, 2005)



MULTIFAMILY FINANCE PRODUCTION DIVISION
BOARD ACTION REQUEST

February 15, 2006

Action Item
Presentation, Discussion and Possible Approval of a resolution for the issuance of Multifamily Housing

Mortgage Revenue Bonds, Series 2006 and Housing Tax Credits for The Oakmoor Apartments
development.

Summary of The Oakmoor Apartments Transaction

The pre-application for the 2005 Waiting List was received on April 14, 2005. The application was
scored and ranked by staff. The application was induced at the June 27, 2005 Board meeting and
submitted to the Texas Bond Review Board. The application received a Reservation of Allocation on
November 28, 2005. This application was submitted under the Priority 2 category in which 100% of
units serve individuals and families at or below sixty percent (60%) AMFI. A public hearing was held on
September 12, 2005. There was no one present at the hearing. A copy of the transcript is behind Tab 7
of this presentation.

The proposed site is located on the south side of Airport Boulevard, approximately one half of a mile
west of State Highway 288 South, Houston, Harris County, Texas. Demographics for the census tract
(3310.00) include AMFI of $59,400; the total population is 4; the percent of population that is minority is
75.00%; there are no owner occupied units, renter units or vacant units. (FFIEC Geocoding for 2005)

Summary of the Financial Structure

The applicant is requesting the Department’s approval and issuance of fixed rate tax exempt bonds in an
amount not to exceed $14,635,000. The bonds will be unrated and privately placed with MuniMae
Financial LLC. The term of the bonds will be for 40 years. The construction and lease up period will be
for 18 months during which payment terms will be interest only, followed by an amortization schedule
with a maturity date of March 1, 2046. The interest rate on the bonds from the date of issuance through
and including October 1, 2007 will be 5.50% per annum followed by a permanent interest rate of 6.00%
per annum thereafter until maturity.

Recommendation

Staff recommends the Board approve the issuance of Multifamily Housing Mortgage Revenue Bonds,
Series 2006 and Housing Tax Credits for The Oakmoor Apartments development because of the quality
of construction of the development as demonstrated by the plans and specifications, the feasibility of the
development (as demonstrated by the commitments from the bond purchaser/equity provider and the
underwriting report from the department’s real estate analysis division) and the need of affordable
housing in the Houston area as demonstrated by the market study and appraisal reports.

Page 1 of 1



MULTIFAMILY FINANCE PRODUCTION DIVISON

BOARD MEMORANDUM
February 15, 2006
DEVELOPMENT: The Oakmoor Apartments, Houston, Harris County, Texas
PROGRAM: Texas Department of Housing & Community Affairs

2005 Private Activity Multifamily Revenue Bonds
(Reservation received November 28, 2005)

ACTION

REQUESTED: Approve the issuance of multifamily housing mortgage revenue bonds
(the “Bonds”) by the Texas Department of Housing and Community
Affairs (the “Department”). The Bonds will be issued under Chapter
1371, Texas Government Code, as amended, and under Chapter 2306,
Texas Government Code, the Department's Enabling Statute (the
"Statute"), which authorizes the Department to issue its revenue bonds
for its public purposes as defined therein. (The Statute provides that the
Department’s revenue bonds are solely obligations of the Department, and do
not create an obligation, debt, or liability of the State of Texas or a pledge or
loan of the faith, credit or taxing power of the State of Texas.)

PURPOSE: The proceeds of the Bonds will be used to fund a mortgage loan (the
"Mortgage Loan") to Airport Boulevard Apartments, Ltd., a Texas
limited partnership (the “Owner” or “Borrower”), to finance the
acquisition, construction, equipping and long-term financing of a
proposed 248-unit multifamily residential rental development located
on the south side of Airport Boulevard, approximately one half of a
mile east of Almeda and approximately three quarters of a mile west of
State Highway 288 South, Houston, Harris County, Texas (the
“Development”). The Bonds will be tax-exempt by virtue of the
Development qualifying as a residential rental development.

BOND AMOUNT: $ 14,635,000 (¥) Series 2006 Tax Exempt Bonds

(*) The aggregate principal amount of the Bonds will be determined by
the Department based on its rules, underwriting, the cost of
construction of the Development and the amount for which Bond
Counsel can deliver its Bond Opinion.

ANTICIPATED

CLOSING DATE: The Department received a volume cap allocation for the Bonds on
November 28, 2005 pursuant to the Texas Bond Review Board's 2005
Private Activity Bond Allocation Program. While the Department is
required to deliver the Bonds on or before April 27, 2006, the
anticipated closing date is March 3, 2006.

BORROWER: Airport Boulevard Apartments, Ltd., a Texas limited partnership, the
general partner of which is Oakmoor Partners, Ltd. of which Oakmoor
Management, LLC is the general partner with Walter M. Embrey, Jr.
owning 58.5% interest. MMA Financial, LLC, is an Investor Limited
Partner of Borrower, and it or an affiliate thereof, will be providing the
equity for the transaction by purchasing approximately a 99% limited
partnership interest in the Borrower, MMA Special Limited Partner,

* Preliminary - Represents Maximum Amount




COMPLIANCE
HISTORY:

ISSUANCE TEAM/
ADVISORS:

BOND PURCHASER:

DEVELOPMENT
DESCRIPTION:

SET-ASIDE UNITS:

Inc. is a Special Limited Partner of Borrower.

The Compliance Status Summary completed on February 6, 2006
reveals that the principals of the general partner above have a total of
four (4) properties that will be monitored by the Department. Two of
those properties have been monitored with no findings of material
noncompliance and the other two have not been monitored at this time.

MuniMae TEI Holdings, LLC or an affiliate thereof (“Bond
Purchaser”)

MMA Financial, LLC (“Equity Provider”)

The Bank of New York Trust Company, N.A. (“Trustee”)

Vinson & Elkins L.L.P. (“Bond Counsel”)

RBC Capital Markets (“Financial Advisor”)

MccCall, Parkhurst & Horton, L.L.P. (“Disclosure Counsel”)

The Bonds will be purchased by MuniMae TEI Holdings, LLC or an
affiliate thereof. The purchaser and any subsequent purchaser will be
required to sign the Department’s standard traveling investor letter.

The Development is a 248-unit apartment community to be constructed
on an approximately 13.8 acres to be located on the south side of
Airport Boulevard, approximately one half of a mile east of Almeda
and approximately three quarters of a mile west of State Highway 288
South, Houston, Harris County, Texas. The Development will consist
of twelve (12) three-story residential, wood-framed apartment
buildings consisting of 40% brick veneer and 60% hardiplank exteriors
with a total of approximately 229,064 net rentable square feet and an
average unit size of 923 square feet. The development will include a
clubhouse with business/conference center, activity room with
computers, games room/TV lounge, exercise room, laundry facilities,
swimming pool, playground, splash ground (waterpark for children),
full perimeter fencing with gated access, and barbeque and picnic area.
The wunit amenities include microwave ovens, washer/dryer
connections, storage room, and ceiling fans.

Units Unit Type Sq Ft Proposed Net Rent
72 1-Bed/1-Baths 664 $618.00 60%
96 2-Bed/2-Baths 954 $744.00 60%
80 3-Bed/2-Baths 1,120 $854.00 60%

248  Total Units

For Bond covenant purposes, at least forty (40%) of the residential
units in the development are set aside for persons or families earning
not more than sixty percent (60%) of the area median income. Five
percent (5%) of the units in each development will be set aside on a
priority basis for persons with special needs. (The Borrower has elected
to set aside 100% of the units for tax credit purposes.)
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RENT CAPS:

TENANT SERVICES:

DEPARTMENT
ORIGINATION
FEES:

DEPARTMENT
ANNUAL FEES:

ASSET OVERSIGHT
FEE:

TAX CREDITS:

BOND STRUCTURE:

BOND INTEREST

For Bond covenant purposes, the rental rates on 100% of the units will
be restricted to a maximum rent that will not exceed thirty percent
(30%) of the income, adjusted for family size, for a family whose
income equals sixty percent (60%) of the area median income which is
a Priority 2 category with the private activity bond program.

Borrower has selected Texas Inter-Faith Management Corportation
(TIMC) to be the future provider of social services, and manager to
conduct tenant programs for the residents. The provision of these
services will be required pursuant to the Regulatory and Land Use
Restriction Agreement (LURA).

$1,000 Pre-Application Fee (Paid)
$10,000 Application Fee (Paid)
$73,175 Issuance Fee (.50% of the bond amount paid at closing)

$14,635 Bond Administration (0.10% of first year bond amount)
$9,920 Compliance ($40/unit/year adjusted annually for CPI).

$6,200 to TDHCA or assigns ($25/unit/year adjusted annually for CPI)
(Department’s annual fees may be adjusted, including deferral, to
accommodate underwriting criteria and Development cash flow.)

The Borrower has applied to the Department to receive a
Determination Notice for the 4% tax credit that accompanies the
private-activity bond allocation. The tax credit equates to
approximately $765,655 and represents equity for the transaction. To
capitalize on the tax credit, the Borrower will sell a substantial portion
of its limited partnership interests, typically 99%, to raise equity funds
for the Development. Although a tax credit sale has not been finalized,
the Borrower anticipates raising approximately $7,502,554 of equity
for the transaction.

The Bonds are proposed to be issued under a Trust Indenture (the
"Trust Indenture") that will describe the fundamental structure of the
Bonds, permitted uses of Bond proceeds and procedures for the
administration, investment and disbursement of Bond proceeds and
program revenues.

The Bonds will be privately placed with the Bond Purchaser. The
Bond Purchaser contemplates transferring the Bonds to a custodial or
trust arrangement whereby beneficial interests in the Bonds will be
sold in the form of trust certificates to Qualified Institutional Buyers or
Accredited Investors.

The Bond Purchaser will be required to sign the Department’s standard
investor letter. Should the Bonds be transferred to a custodial trust, a
slightly modified investor letter will be provided by the trust. During
the construction and lease-up period, the Bonds will pay as to interest
only.
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CREDIT
ENHANCEMENT:

FORM OF BONDS:

MATURITY/SOURCES

& METHODS OF
REPAYMENT:

TERMS OF THE
MORTGAGE LOAN:

REDEMPTION OF
BONDS PRIORTO
MATURITY:

The interest rate on the bonds from the date of issuance to October 1,
2007 will be 5.50% per annum followed a permanent interest rate on
the Bonds will be 6.00% per annum until maturity.

The bonds will be unrated with no credit enhancement.

The Bonds will be issued in physical form and in denominations of
$100,000 or any amount in excess of $100,000.

The Bonds will bear interest at a fixed rate until maturity and will be
payable monthly. During the construction phase, the Bonds will be
payable as to interest only, from an initial deposit at closing to the
Capitalized Interest Fund, earnings derived from amounts held on
deposit in an investment agreement, and other funds deposited to the
Revenue Fund specifically for capitalized interest during a portion of
the construction phase. After conversion to the permanent phase, the
Bonds will be paid from revenues earned from the Mortgage Loan.

The Mortgage Loan is a nonrecourse obligation of the Borrower
(which means, subject to certain exceptions, the Owner is not liable for
the payment thereof beyond the amount realized from the pledged
security) providing for monthly payments of interest during the
construction phase and level monthly payments of principal and
interest upon conversion to the permanent phase. Deeds of Trust and
related documents convey the Owner’s interest in the Development to
secure the payment of the Mortgage Loan.

The Bonds are subject to redemption under any of the following
circumstances:

Mandatory Redemption:

The Bonds are subject to mandatory redemption, in whole or in part (i)
at the written direction of the Servicing Agent from any and all
Receipts Requiring Mandatory Redemption; (ii) to the extent funds are
required to be applied to the redemption of the Bonds pursuant to
Article IV of the Indenture from the proceeds of any Loan Equalization
Payment made by the Borrower; and (iii) at a redemption price equal to
100% of the principal amount of Bonds being redeemed plus interest
accrued to the redemption date.

Optional Redemption:

From and after March 1, 2023 only, the Bonds shall be subject to
redemption at the option of the Issuer, in whole or in part, and only at
the written direction of the Borrower, at a redemption price equal to
100% of the principal amount of the Bonds being redeemed, plus
interest accrued to the redemption date.
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FUNDS AND
ACCOUNTS/FUNDS
ADMINISTRATION:

Optional Redemption at Direction of Servicing Agent and Holders:

(a) The Bonds are subject to redemption, in whole, at the option of
the Issuer acting at the direction of the Servicing Agent, from
and to the extent of amounts on deposit in the Construction Fund
and from amounts paid under the Note if construction of the
Development has not lawfully commenced within sixty (60) days
of the Closing Date. At a redemption price equal to 100% of the
principal amount of Bonds to be redeemed, plus accrued interest.

(b) The Bonds are subject to redemption, in whole, at the option of
the Issuer acting at the direction of the Holders of a majority of
the outstanding principal amount of the Bonds, upon the
occurrence of an Event of Taxability, but only if so directed by
the Holders in writing within ninety (90) days of the occurrence
of the Event of Taxability, at a redemption price equal to 106%
of the principal amount of the Bonds being redeemed, plus
interest accrued to the redemption date; provided, however, that
the foregoing redemption premium of six percent (6%) shall not
be payable if the Event of Taxability is solely the result of a
change in federal tax laws as determined by Bond Counsel at the
sole cost and expense of the Borrower.

(c) The Bonds are subject to redemption, in whole, at the option of
the Issuer acting at the direction of the Holders of 100% of the
outstanding principal amount of the Bonds, at any time after the
March 1, 2023, without premium, at a redemption price equal to
100% of the principal amount of the Bonds being redeemed, plus
interest accrued to the redemption date, but only if the Holders
provide the Issuer, the Trustee and the Borrower with written
notice of their election to require redemption of the Bonds at
least one hundred and eighty (180) days prior to the date set for
redemption.

(d) The Bonds are subject to redemption, in whole, at the option of
the Holders of 100% of the principal amount of the Bonds
outstanding in the event that the Bonds do not convert to
permanent phase by the outside conversion date, at a redemption
price equal to 100% of the principal amount of the Bonds to be
redeemed, plus interest accrued to the redemption date.

Under the Trust Indenture, The Bank of New York Trust Company,
N.A. (the "Trustee") will serve as registrar, and authenticating agent
for the Bonds, trustee of certain of the funds created under the Trust
Indenture (described below), and will have responsibility for a number
of loan administration and monitoring functions.

Moneys on deposit in Trust Indenture funds are required to be invested
in eligible investments prescribed in the Trust Indenture until needed
for the purposes for which they are held.
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The Trust Indenture will initially create up to ten (10) funds with the
following general purposes:

1.

Bond Proceeds Fund — On the closing date, the proceeds of the
Bonds shall be deposited in the Bond Proceeds Fund and
immediately applied by the Trustee to other funds and accounts as
required by the Indenture.

Revenue Fund — Revenues from the Development are deposited to
the Revenue Fund and disbursed to its accounts for payment
according to the amount required and time designated by the Trust
Indenture — first to the Fee and Expense Account, second to the
Tax and Insurance Account, third to the Interest Account, and
fourth to the Principal Account.

Borrower Equity Fund — Funds from sources other than Bond
proceeds to pay for Costs of Issuance, capitalized interest and
certain other costs relating to the acquisition and development of
the Development.

Costs of Issuance Fund — Fund into which amounts for the
payment of certain costs incurred in connection with the issuance
of the bonds are deposited and disbursed.

Construction Fund — Fund into which amounts needed to complete
construction of the improvements are deposited and disbursed.

Capitalized Interest Fund — Fund into which a portion of the
proceeds of the bonds and/or borrower equity are deposited and
used to fund the payment of interest during the construction period.

Lease-Up Fund — Funded from syndication proceeds or other funds
provided by the Borrower other than proceeds of the Bonds. Such
amount, plus other funds transferred therein pursuant to the
Indenture, will be applied to pay the Operating Expenses of the
Development to the extent that the Development’s net cash flow is
insufficient to pay such amounts. On or after the date which is the
earlier of the Conversion Date and the Loan Equalization Payment
Date, amounts remaining in the Lease-Up Fund will be used (i)
first, to redeem Bonds if required pursuant to the terms of the
Indenture and the Borrower does not pay or cause to be paid by the
Guarantors under the Guaranty all amounts required to redeem
Bonds; (ii) second, to pay any deferred and unpaid developer’s fee;
and (iii) third, the balance, if any, will be paid to the Borrower.

Rebate Fund - Fund into which certain investment earnings are
transferred that are required to be rebated periodically to the
federal government to preserve the tax-exempt status of the Bonds.
Amounts in this fund are held apart from the trust estate and are
not available to pay debt service on the Bonds.

Replacement Fund — Fund into which amounts are held in reserve
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to cover replacement costs and ongoing maintenance to the
Development.

10. Bond Proceeds Clearance Fund — Fund into which monies are
transferred from the Bond Proceeds Account of the Construction
Fund and the Bond Proceeds Account of the Capitalized Interest
Fund, as and when provided in the Indenture, and are applied, after
completion of the Development, either directly or after being
transferred to the Principal Account of the Reserve Fund, to pay
any unpaid or deferred developer’s fee and/or to redeem Bonds.

11. Temporary Funds and Accounts — the trustee may establish and
maintain for so long as is necessary one or more temporary funds
and accounts under the Indenture.

Essentially, all of the Bond proceeds will be deposited into the Bond
Proceeds Fund, the Construction Fund and the Capitalized Interest
Fund and disbursed from there during the Construction Phase (over 18
to 24 months) to finance the construction of the Development and to
pay interest on the Bonds. Although costs of issuance of up to two
percent (2%) of the principal amount of the Bonds may be paid from
Bond proceeds, it is currently expected that all costs of issuance will be
paid by an equity contribution of the Borrower.

DEPARTMENT
ADVISORS: The following advisors have been selected by the Department to
perform the indicated tasks in connection with the issuance of the

Bonds.

1.  Bond Counsel - Vinson & Elkins L.L.P. ("V&E") was most
recently selected to serve as the Department's bond counsel
through a request for proposals ("RFP") issued by the
Department in September 2005.

2. Bond Trustee — The Bank of New York Trust Company, N.A.
was selected as bond trustee by the Department pursuant to a
request for proposal process in December 2003.

3. Financial Advisor — RBC Capital Markets, formerly RBC
Dain Rauscher, was selected by the Department as the
Department's financial advisor through a request for
proposals process in August 2003.

4, Disclosure Counsel — McCall, Parkhurst & Horton, L.L.P. was
selected by the Department as Disclosure Counsel through a
request for proposals process in August 2003.

ATTORNEY GENERAL

REVIEW OF BONDS: No preliminary written review of the Bonds by the Attorney General of
Texas has yet been made. Department bonds, however, are subject to
the approval of the Attorney General, and transcripts of proceedings
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with respect to the Bonds will be submitted for review and approval
prior to the issuance of the Bonds.
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RESOLUTION NO. 06-003

RESOLUTION AUTHORIZING AND APPROVING THE ISSUANCE, SALE
AND DELIVERY OF MULTIFAMILY HOUSING REVENUE BONDS (THE
OAKMOOR APARTMENTS*) SERIES 2006; APPROVING THE FORM AND
SUBSTANCE AND AUTHORIZING THE EXECUTION AND DELIVERY OF
DOCUMENTS AND  INSTRUMENTS  PERTAINING  THERETO;
AUTHORIZING AND RATIFYING OTHER ACTIONS AND DOCUMENTS;
AND CONTAINING OTHER PROVISIONS RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the
“Department”) has been duly created and organized pursuant to and in accordance with the
provisions of Chapter 2306, Texas Government Code, as amended (the “Act”), for the purpose,
among others, of providing a means of financing the costs of residential ownership, development
and construction that will provide decent, safe, and affordable living environments for
individuals and families of low, very low and extremely low income and families of moderate
income (all as defined in the Act); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing
sponsors to provide financing for multifamily residential rental housing in the State of Texas (the
“State”) intended to be occupied by individuals and families of low, very low and extremely low
income and families of moderate income, as determined by the Department; (b) to issue its
revenue bonds, for the purpose, among others, of obtaining funds to make such loans and provide
financing, to establish necessary reserve funds and to pay administrative and other costs incurred
in connection with the issuance of such bonds; and (c) to pledge all or any part of the revenues,
receipts or resources of the Department, including the revenues and receipts to be received by the
Department from such multifamily residential rental development loans, and to mortgage, pledge
or grant security interests in such loans or other property of the Department in order to secure the
payment of the principal or redemption price of and interest on such bonds; and

WHEREAS, the Board has determined to authorize the issuance of the Texas Department
of Housing and Community Affairs Multifamily Housing Revenue Bonds (The Oakmoor
Apartments*) Series 2006 (the “Bonds”), pursuant to and in accordance with the terms of a Trust
Indenture (the “Indenture”) by and between the Department and The Bank of New York Trust
Company, N.A., a national banking association, as trustee (the “Trustee”), for the purpose of
obtaining funds to finance the Development (defined below), all under and in accordance with
the Constitution and laws of the State; and

WHEREAS, the Department desires to use the proceeds of the Bonds to fund a mortgage
loan to Airport Boulevard Apartments, Ltd., a Texas limited partnership (the “Borrower”), in
order to finance the cost of acquisition, construction and equipping of a qualified residential
rental development described on Exhibit A attached hereto (the “Development”) located within

"Formerly Known as Airport Boulevard Apartments
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the State and required by the Act to be occupied by individuals and families of low and very low
income and families of moderate income, as determined by the Department; and

WHEREAS, the Governing Board of the Department (the “Board”), by resolution
adopted on June 27, 2005, declared its intent to issue its revenue bonds to provide financing for
the Development; and

WHEREAS, it is anticipated that the Department and the Borrower will execute and
deliver a Loan and Financing Agreement (the “Financing Agreement”) pursuant to which (i) the
Department will agree to make a mortgage loan funded with the proceeds of the Bonds (the
“Loan”) to the Borrower to enable the Borrower to finance the cost of acquisition, construction
and equipping of the Development and related costs, and (ii) the Borrower will execute and
deliver to the Department a promissory note (the ‘“Note”) in an original aggregate principal
amount equal to the original aggregate principal amount of the Bonds, and providing for
payment of interest on such principal amount equal to the interest on the Bonds and to pay other
costs described in the Financing Agreement; and

WHEREAS, it is anticipated that the Borrower’s obligations under the Note will be
secured by a Deed of Trust, Security Agreement and Assignment of Rents and Leases and
Financing Statement (the “Deed of Trust”) from the Borrower for the benefit of the Department;
and

WHEREAS, the Department’s interest in the Loan (except for certain reserved rights),
including the Note and the Deed of Trust, will be assigned to the Trustee pursuant to an
Assignment of Deed of Trust Documents and an Assignment of Note (collectively, the
“Assignments”) from the Department to the Trustee; and

WHEREAS, the Board has determined that the Department, the Trustee and the Borrower
will execute a Regulatory and Land Use Restriction Agreement (the “Regulatory Agreement”),
with respect to the Development which will be filed of record in the real property records of
Harris County, Texas; and

WHEREAS, the Board has determined that the Department and the Borrower will
execute an Asset Oversight Agreement (the “Asset Oversight Agreement”), with respect to the
Development for the purpose of monitoring the operation and maintenance of the Development;
and

WHEREAS, the Board has examined proposed forms of (a) the Indenture, the Financing
Agreement, the Assignments, the Regulatory Agreement and the Asset Oversight Agreement
(collectively, the “Issuer Documents”), all of which are attached to and comprise a part of this
Resolution, and (b) the Deed of Trust and the Note; has found the form and substance of such
documents to be satisfactory and proper and the recitals contained therein to be true, correct and
complete; and has determined, subject to the conditions set forth in Article I, to authorize the
issuance of the Bonds, the execution and delivery of the Issuer Documents, the acceptance of the
Deed of Trust and the Note, and the taking of such other actions as may be necessary or
convenient in connection therewith; NOW, THEREFORE,
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BE IT RESOLVED BY THE BOARD:

ARTICLE I

ISSUANCE OF BONDS; APPROVAL OF DOCUMENTS

Section 1.1--Issuance, Execution and Delivery of the Bonds. That the issuance of the
Bonds is hereby authorized, under and in accordance with the conditions set forth herein and in
the Indenture, and that, upon execution and delivery of the Indenture, the authorized
representatives of the Department named in this Resolution each are authorized hereby to
execute, attest and affix the Department’s seal to the Bonds and to deliver the Bonds to the
Attorney General of the State of Texas for approval, the Comptroller of Public Accounts of the
State of Texas for registration and the Trustee for authentication (to the extent required in the
Indenture), and thereafter to deliver the Bonds to the order of the initial purchaser thereof.

Section 1.2--Interest Rate, Principal Amount, Maturity and Price. That: (i) the interest
rate on the Bonds shall be (A) from the date of issuance through and including September 30,
2007, 5.50% per annum, and (B) from October 1, 2007 until the maturity date thereof, 6.00% per
annum; provided, however, that the interest rate is subject to adjustment as set forth in the
Indenture; provided further, that in no event shall the interest rate on the Bonds (including any
default interest rate) exceed the maximum interest rate permitted by applicable law; (ii) the
aggregate principal amount of the Bonds shall be $14,635,000; and (iii) the final maturity of the
Bonds shall occur on March 1, 2046.

Section 1.3--Approval, Execution and Delivery of the Indenture. That the form and
substance of the Indenture are hereby approved, and that the authorized representatives of the
Department named in this Resolution each are authorized hereby to execute the Indenture and to
deliver the Indenture to the Trustee.

Section 1.4--Approval, Execution and Delivery of the Financing Agreement. That the
form and substance of the Financing Agreement is hereby approved, and that the authorized
representatives of the Department named in this Resolution each are authorized hereby to
execute the Financing Agreement and deliver the Financing Agreement to the Borrower and the
Trustee.

Section 1.5--Approval, Execution and Delivery of the Regulatory Agreement. That the
form and substance of the Regulatory Agreement is hereby approved, and that the authorized
representatives of the Department named in this Resolution each are authorized hereby to
execute, attest and affix the Department’s seal to the Regulatory Agreement and deliver the
Regulatory Agreement to the Borrower and the Trustee.

Section 1.6--Acceptance of the Deed of Trust and Note. That the Deed of Trust and the
Note are hereby accepted by the Department.

Section 1.7--Approval, Execution and Delivery of the Assignments. That the form and
substance of the Assignments are hereby approved and that the authorized representatives of the
Department named in this Resolution each are authorized hereby to execute, attest and affix the
Department’s seal to the Assignment of Deed of Trust Documents and that the authorized
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representatives of the Department named in this Resolution each are authorized hereby to
execute and deliver the Assignment of Note and to deliver the Assignments to the Trustee.

Section 1.8--Approval, Execution and Delivery of the Asset Oversight Agreement. That
the form and substance of the Asset Oversight Agreement are hereby approved, and that the
authorized representatives of the Department named in this Resolution each are authorized
hereby to execute and deliver the Asset Oversight Agreement to the Borrower.

Section 1.9--Taking of Any Action; Execution and Delivery of Other Documents. That
the authorized representatives of the Department named in this Resolution each are authorized
hereby to take any actions and to execute, attest and affix the Department’s seal to, and to deliver
to the appropriate parties, all such other agreements, commitments, assignments, bonds,
certificates, contracts, documents, instruments, releases, financing statements, letters of
instruction, notices of acceptance, written requests and other papers, whether or not mentioned
herein, as they or any of them consider to be necessary or convenient to carry out or assist in
carrying out the purposes of this Resolution.

Section 1.10--Exhibits Incorporated Herein. That all of the terms and provisions of each
of the documents listed below as an exhibit shall be and are hereby incorporated into and made a
part of this Resolution for all purposes:

Exhibit B - Indenture

Exhibit C - Financing Agreement
Exhibit D - Regulatory Agreement
Exhibit E - Deed of Trust

Exhibit F - Note

Exhibit G - Assignments

Exhibit H - Asset Oversight Agreement

Section 1.11--Power to Revise Form of Documents. That notwithstanding any other
provision of this Resolution, the authorized representatives of the Department named in this
Resolution each are authorized hereby to make or approve such revisions in the form of the
documents attached hereto as exhibits as, in the judgment of such authorized representative or
authorized representatives, and in the opinion of Vinson & Elkins L.L.P., Bond Counsel to the
Department, may be necessary or convenient to carry out or assist in carrying out the purposes of
this Resolution, such approval to be evidenced by the execution of such documents by the
authorized representatives of the Department named in this Resolution.

Section 1.12--Authorized Representatives. That the following persons are each hereby
named as authorized representatives of the Department for purposes of executing, attesting,
affixing the Department’s seal to, and delivering the documents and instruments and taking the
other actions referred to in this Article I: Chair and Vice Chairman of the Board, Executive
Director or Acting Executive Director of the Department, Deputy Executive Director of Housing
Operations of the Department, Deputy Executive Director of Programs of the Department, Chief
of Agency Administration of the Department, Director of Financial Administration of the
Department, Director of Bond Finance of the Department, Director of Multifamily Finance
Production of the Department and the Secretary to the Board.
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Section 1.13--Conditions Precedent. That the issuance of the Bonds shall be further
subject to, among other things: (a) the Development’s meeting all underwriting criteria of the
Department, to the satisfaction of the Executive Director or Acting Executive Director of the
Department; and (b) the execution by the Borrower and the Department of contractual
arrangements satisfactory to the Department staff requiring that service programs will be
provided to tenants of the Development.

ARTICLE II

APPROVAL AND RATIFICATION OF CERTAIN ACTIONS

Section 2.1--Approval and Ratification of Application to Texas Bond Review Board.
That the Board hereby ratifies and approves the submission of the application for approval of
State bonds to the Texas Bond Review Board on behalf of the Department in connection with the
issuance of the Bonds in accordance with Chapter 1231, Texas Government Code.

Section 2.2--Approval of Submission to the Attorney General of Texas. That the Board
hereby authorizes, and approves the submission by the Department’s Bond Counsel to the
Attorney General of the State of Texas, for his approval, of a transcript of legal proceedings
relating to the issuance, sale and delivery of the Bonds.

Section 2.3--Certification of the Minutes and Records. That the Secretary to the Board
hereby is authorized to certify and authenticate minutes and other records on behalf of the
Department for the Bonds and all other Department activities.

Section 2.4--Authority to Invest Proceeds. That the Department is authorized to invest
and reinvest the proceeds of the Bonds and the fees and revenues to be received in connection
with the financing of the Development in accordance with the Indenture and to enter into any
agreements relating thereto only to the extent permitted by the Indenture.

Section 2.5--Approving Initial Rents. That the initial maximum rent charged by the
Borrower for the units of the Development shall not exceed the amounts attached as Exhibit G to
the Regulatory Agreement and shall be annually re-determined by the Borrower and reviewed by
the Department as set forth in the Financing Agreement.

Section 2.6--Ratifying Other Actions. That all other actions taken by the Executive
Director or Acting Executive Director of the Department and the Department staff in connection
with the issuance of the Bonds and the financing of the Development are hereby ratified and
confirmed.

Section 2.7-—FEngagement of Other Professionals. That the Executive Director or
Acting Executive Director of the Department or any successor is authorized to engage auditors,
analysts and consultants to perform such functions, audits, yield calculations and subsequent
investigations as necessary or appropriate to comply with the requirements of Bond Counsel to
the Department, provided such engagement is done in accordance with applicable law of the
State.
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ARTICLE III

CERTAIN FINDINGS AND DETERMINATIONS

Section 3.1--Findings of the Board. That in accordance with Section 2306.223 of the
Act, and after the Department’s consideration of the information with respect to the
Development and the information with respect to the proposed financing of the Development by
the Department, including but not limited to the information submitted by the Borrower,
independent studies commissioned by the Department, recommendations of the Department staff
and such other information as it deems relevant, the Board hereby finds:

(a) Need for Housing Development.

(1) that the Development is necessary to provide needed decent, safe, and
sanitary housing at rentals or prices that individuals or families of low and very low
income or families of moderate income can afford,

(i)  that the Borrower will supply well-planned and well-designed housing for
individuals or families of low and very low income or families of moderate income,

(iii)  that the financing of the Development is a public purpose and will provide
a public benefit, and

(iv)  that the Development will be undertaken within the authority granted by
the Act to the housing finance division and the Borrower.

(b) Findings with Respect to the Borrower.

(1) that the Borrower, by operating the Development in accordance with the
requirements of the Regulatory Agreement, will comply with applicable local building
requirements and will supply well-planned and well-designed housing for individuals or
families of low and very low income or families of moderate income,

(i1) that the Borrower is financially responsible and has entered into a binding
commitment to repay the Loan made with the proceeds of the Bonds in accordance with
its terms, and

(ii1))  that the Borrower is not, and will not enter into a contract for the
Development with, a housing developer that: (A) is on the Department’s debarred list,
including any parts of that list that are derived from the debarred list of the United States
Department of Housing and Urban Development; (B) breached a contract with a public
agency; or (C) misrepresented to a subcontractor the extent to which the developer has
benefited from contracts or financial assistance that has been awarded by a public agency,
including the scope of the developer’s participation in contracts with the agency and the
amount of financial assistance awarded to the developer by the Department.
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(c) Public Purpose and Benefits.

(1) that the Borrower has agreed to operate the Development in accordance
with the Financing Agreement and the Regulatory Agreement, which require, among
other things, that the Development be occupied by individuals and families of low and
very low income and families of moderate income, and

(i)  that the issuance of the Bonds to finance the Development is undertaken
within the authority conferred by the Act and will accomplish a valid public purpose and
will provide a public benefit by assisting individuals and families of low and very low
income and families of moderate income in the State to obtain decent, safe, and sanitary
housing by financing the costs of the Development, thereby helping to maintain a fully
adequate supply of sanitary and safe dwelling accommodations at rents that such
individuals and families can afford.

Section 3.2--Determination of Eligible Tenants. That the Board has determined, to the
extent permitted by law and after consideration of such evidence and factors as it deems relevant,
the findings of the staff of the Department, the laws applicable to the Department and the
provisions of the Act, that eligible tenants for the Development shall be (1) individuals and
families of low and very low income, (2) persons with special needs, and (3) families of
moderate income, with the income limits as set forth in the Financing Agreement and the
Regulatory Agreement.

Section 3.3--Sufficiency of Mortgage Loan Interest Rate. That the Board hereby finds
and determines that the interest rate on the Loan established pursuant to the Financing
Agreement will produce the amounts required, together with other available funds, to pay for the
Department’s costs of administration, monitoring and oversight with respect to the Bonds and the
Development and enable the Department to meet its covenants with and responsibilities to the
holders of the Bonds.

Section 3.4--No Gain Allowed. That, in accordance with Section 2306.498 of the Act, no
member of the Board or employee of the Department may purchase any Bond in the secondary
open market for municipal securities.

Section 3.5--Waiver of Rules. That the Board hereby waives the rules contained in
Chapters 33 and 35, Title 10 of the Texas Administrative Code to the extent such rules are
inconsistent with the terms of this Resolution, the Issuer Documents, the Deed of Trust, the Note
and any other bond document authorized hereunder.

ARTICLE IV

GENERAL PROVISIONS

Section 4.1--Limited Obligations. That the Bonds and the interest thereon shall be
limited obligations of the Department payable solely from the trust estate created under the
Indenture, including the revenues and funds of the Department pledged under the Indenture to
secure payment of the Bonds and under no circumstances shall the Bonds be payable from any
other revenues, funds, assets or income of the Department.
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Section 4.2--Non-Governmental Obligations. That the Bonds shall not be and do not
create or constitute in any way an obligation, a debt or a liability of the State or create or
constitute a pledge, giving or lending of the faith or credit or taxing power of the State. Each
Bond shall contain on its face a statement to the effect that the State is not obligated to pay the
principal thereof or interest thereon and that neither the faith or credit nor the taxing power of the
State is pledged, given or loaned to such payment.

Section 4.3--Effective Date. That this Resolution shall be in full force and effect from
and upon its adoption.

Section 4.4--Notice of Meeting. Written notice of the date, hour and place of the meeting
of the Board at which this Resolution was considered and of the subject of this Resolution was
furnished to the Secretary of State and posted on the Internet for at least seven (7) days preceding
the convening of such meeting; that during regular office hours a computer terminal located in a
place convenient to the public in the office of the Secretary of State was provided such that the
general public could view such posting; that such meeting was open to the public as required by
law at all times during which this Resolution and the subject matter hereof was discussed,
considered and formally acted upon, all as required by the Open Meetings Act, Chapter 551,
Texas Government Code, as amended; and that written notice of the date, hour and place of the
meeting of the Board and of the subject of this Resolution was published in the Texas Register at
least seven (7) days preceding the convening of such meeting, as required by the Administrative
Procedure and Texas Register Act, Chapters 2001 and 2002, Texas Government Code, as
amended. Additionally, all of the materials in the possession of the Department relevant to the
subject of this Resolution were sent to interested persons and organizations, posted on the
Department’s website, made available in hard-copy at the Department, and filed with the
Secretary of State for publication by reference in the Texas Register not later than seven (7) days
before the meeting of the Board as required by Section 2306.032, Texas Government Code, as
amended.

[Remainder of page intentionally left blank.]
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PASSED AND APPROVED this 9th day of February, 2006.

By:

Elizabeth Anderson, Chair

Attest:

Kevin Hamby, Secretary

[SEAL]



Owner:

Development:

EXHIBIT A
DESCRIPTION OF DEVELOPMENT
Airport Boulevard Apartments, Ltd., a Texas limited partnership

The Development is a 248-unit multifamily facility known as The Oakmoor
Apartments* and is located at, 11900 Oakmoor Parkway Houston, Harris County,
Texas 77051. The Development will include the reimbursement for the
acquisition of and the costs of the construction of a total of 12 residential
apartment buildings with a total of approximately 229,064 net rentable square feet
and an average unit size of approximately 923 square feet. The unit mix consists
of:

72  one-bedroom/one-bath units
96 two-bedroom/two-bath units
_80  three-bedroom/two-bath units

248  Total Units

Unit sizes range from approximately 664 square feet to approximately 1,120
square feet.

Common areas include a clubhouse with business/conference center, activity
room with computers, exercise room, laundry facilities, swimming pool,
playground, splash ground (waterpark for children), and barbeque and picnic area.

" Formerly Known as Airport Boulevard Apartments
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

The Oakmoor, TDHCA Number 05619

BASIC DEVELOPMENT INFORMATION

05619
Family

Site Address: Airport Blvd., east of Alameda and west of SH 288 Development #:
City: Houston Region: 6 Population Served:
County: Harris Zip Code: 77051 Allocation:

HTC Set Asides: [ ] At-Risk [] Nonprofit [J USDA L] Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: TDHCA

HTC Purpose/Activity: NC=New Construction, ACQ=Acquisition, R=Rehabilitation, NC/ACQ=New Construction
NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

NC

and Acquisition,

OWNER AND DEVELOPMENT TEAM

Owner: Airport Boulevard Apartments, Ltd.
Jim Bruner - Phone: (210) 824-6044

Developer: Embrey Partners, Ltd.

Housing General Contractor: Apartment Builders, Ltd.

Architect: Chiles Architects, Inc.

Market Analyst: O'Connor & Associates

Syndicator: MMA Financial, LLC

Supportive Services: To Be Determined

Consultant: Not Utilized

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 248
0 0 0 248 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 72 96 80 0 Total Development Units: 248
Type of Building: 5 units or more per bldng Total Development Cost: $22.137,554
Number of Residential Buildings: 12
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $848,010 $765,655 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $14,635,000 $14,635,000 40 40 6.00%

2/8/2006 10:00 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

The Oakmoor, TDHCA Number 05619

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment

State/Federal Officials with Jurisdiction:

TX Senator: Ellis, District 13 NC Points: \ 0 US Representative: Green, District 9, NC
TX Representative: Edwards, District 146 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Bill White, Mayor, City of Houston - NC Resolution of Support from Local Government []

Individuals/Businesses: In Support: 0 In Opposition: 0
Neighborhood Input:

General Summary of Comment:

Public Hearing:

Number that attended: 1
Number that spoke: 0
Number in Support: 0
Number in Opposition: 0
Number Neutral: 0

CONDITIONS OF COMMITMENT

1. Per §49.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Receipt, review, and acceptance of evidence that all Phase | ESA, subsequent site investigation report, and GZA Geoenvironmental, Inc.
recommendations have been followed. All reports and documentation related to the environmental status of the subject Site provided to the
permanent lender must be copied to TDHCA.

3. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated and an adjustment to the tax
credit allocation may be warranted.

2/8/2006 10:00 AM
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TEXAS

DEPARTMENT DF HBUFING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

The Oakmoor, TDHCA Number 05619

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

9% HTC Competitive Cycle: [ ] Score: [] Meeting a Required Set-Aside Credit Amount: $0

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0
Recommendation:
4% Housing Tax Credits with Bond Issuance: Credit Amount: $765,655

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $765,655 annually for ten years, subject to
conditions.

Private Activity Bond Issuance with TDHCA: Bond Amount: $14,635,000

Recommendation: Recommend approval of issuance of $14,635,000 in Tax Exempt Mortgage Revenue Bonds with a fixed interest
rate of 6.0% and a 40 year amortization period, subject ot conditions.

2/8/2006 10:00 AM




The Oakmoor Apartments

|Sources of Funds |

Series 2006 Tax-Exempt Bond Proceeds $ 14,635,000
Tax Credit Proceeds 5,424,990
Deferred Developer's Fee 1,972,010
Interest Income 105,553

Total Sources $ 22,137,553

|Uses of Funds |

Acquisition and Site Work Costs $ 3,488,264
Direct Hard Construction Costs 10,403,844
Other Construction Costs (General Require, Overhead, Profit) 2,557,801
Indirect Construction Costs 906,828
Developer Fees 2,100,000
Direct Bond Related 359,043
Bond Purchaser Costs 412,700
Other Transaction Costs 1,482,132
Real Estate Closing Costs 426,941

Total Uses $ 22,137,553

[ Estimated Costsof Issuanceof theBonds |
|Direct Bond Related |

TDHCA Issuance Fee (.50% of Issuance) $ 73,175
TDHCA Application Fee 11,000
TDHCA Bond Administration Fee (2 years) 29,270
TDHCA Bond Compliance Fee ($40 per unit) 9,920
TDHCA Bond Counsel and Direct Expenses (Note 1) 85,000
TDHCA Financial Advisor and Direct Expenses 25,000
Disclosure Counsel ($5k Pub. Offered, $2.5k Priv. Placed. See Note 1) 2,500
Borrower's Counsel 50,000
Trustee Fee 4,232
Trustee's Counsel (Note 1) 5,500
Attorney General Transcript Fee 9,500
Texas Bond Review Board Application Fee 5,000
Texas Bond Review Board Issuance Fee (.025% of Reservation) 3,659
TX Department on Aging 14,635
Miscellaneous/TEFRA Hearing 30,652

Total Direct Bond Related $ 359,043

Revised: 2/6/2006 Multifamily Finance Division Page: 1



The Oakmoor Apartments

|B0nd Purchase Costs |

MMA Financial 317,700
MMA Financial Counsel 45,000
Miscellaneous Closing & Legal 50,000

Total Bond Purchase Costs $ 412,700

|Other Transaction Costs |

Tax Credit Application and Determination Fees (if paid at closing) 35,000
Construction Interest 882,958
Lease-up Reserves 314,174
Operating Reserves 250,000

Total Other Transaction Costs $ 1,482,132

|Real Estate Closing Costs |

Title & Recording (Const.& Perm.) 110,000
Property Taxes 65,141
Impact Fees 251,800
Total Real Estate Costs $ 426,941
Estimated Total Costs of Issuance $ 2,680,816

Costs of issuance of up to two percent (2%) of the principal amount of the Bonds may be paid
from Bond proceeds. Costs of issuance in excess of such two percent must be paid by an equity
contribution of the Borrower.

Note 1: These estimates do not include direct, out-of-pocket expenses (i.e. travel). Actual Bond

Counsel and Disclosure Counsel are based on an hourly rate and the above estimate does not
include on-going administrative fees.

Revised: 2/6/2006 Multifamily Finance Division Page: 2



TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: February 7, 2006 PROGRAM: 4% HTC FILE NUMBER;: 05619
DEVELOPMENT NAME
The Oakmoor (fka, Airport Boulevard Apartments)
APPLICANT
Name: Airport Boulevard Apartments, Ltd Type: For-profit
Address: 1100 NE Loop 410, Suite 900 City: San Antonio State: TX
Zip: 78209  Contact:  Jim Bruner Phone: (210) 824-6044  Fax: (210) 824-7656
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Oakmoor Partners, Ltd (%): 1%  Title: Managing General Partner
Name: Oakmoor Management, LLC. (OML) (%): N/A Title: 1% General Partner of MGP
Name: Operational Assets, Ltd. (OAL) (%): N/A Title:  Sole Member of OML, 99% LP of EPL
Name: Operational Assets Management, LLC (OAM) (%): N/A Title: 1% GP of OAL
Name: Envest Holdings, Ltd. (%): N/A Title:  99% LP of OAL, sole member of OAM
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Embrey Partners, Ltd (EPL) (%): N/A Title:  Developer
EPL-GP, LLC (%): N/A Title: 1% GP of EPL
Walter M Embrey, Jr (%): N/A Title:  89% owner of EPL-GP, LP of OML
Roger D Bowler (%): N/A Title: 6% owner of EPL-GP

Douglas A Koch (%): N/A Title: 5% owner of EPL-GP




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

PROPERTY LOCATION

Location:  Airport Boulevard, east of Almeda and west of SH 288 [] ocT X DDA
City: Houston County: Harris Zip: 77051
REQUEST
Amount Interest Rate Amortization Term
1) $848,010 N/A N/A N/A
2) $14,635,000 6% 40 yrs 18 yrs

1) Annual ten-year allocation of housing tax credits; updated January 17, 2006
Other Requested Terms: .
2) Tax-exempt mortgage revenue bond allocation

Proposed Use of Funds: New construction Property Type: Multifamily

Special Purpose (s): General Population

RECOMMENDATION

RECOMMEND APPROVAL OF ISSUANCE OF $14,635,000 IN TAX-EXEMPT MORTGAGE
X REVENUE BONDS WITH A FIXED INTEREST RATE OF 6.0% AND A 40-YEAR
AMORTIZATION PERIOD, SUBJECT TO CONDITIONS.

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$765,655 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS

1. Receipt, review and acceptance of evidence that all Phase I ESA, subsequent site investigation report,
and GZA Geoenvironmental, Inc. recommendations have been followed. All reports and
documentation related to the environmental status of the subject Site provided to the permanent lender
must be copied to TDHCA.

2. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the tax credit allocation may be warranted.

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total 248 # Rental # Non-Res. # of
Units: = Buildings = Buildings - Floors

Net Rentable SF: 229,496 Av Un SF: 924 Common Area SF:  4,652* Gross Bldg SF: 234,148

Age: N/A yrs  Vacant: N/A at / /

* Includes 4,256 square foot community building and 396 square foot mail building

STRUCTURAL MATERIALS

The structures will be wood frame on post-tensioned slab. According to the plans provided in the application
the exterior will be 40% brick veneer and 60% cement composition siding. The interior wall surfaces will be
drywall and the pitched roofs will be finished with composite shingles.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be a combination of carpet and vinyl. Threshold criteria for the 2005 QAP requires
all development units to include: mini blinds or window coverings for all windows, a dishwasher, a disposal,
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TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

a refrigerator, an oven/range, an exhaust/vent fax in bathrooms, and a ceiling fan in each living area and
bedroom. New construction units must also include three networks: one for phone service, one for data
service, and one for TV service. In addition, each unit will include: energy star or equivalently rated kitchen
appliances, microwave, an ice maker in the refrigerator, washer/dryer connections, covered entries, covered
patio or balcony, tile tub/shower surrounds, an individual heating and air conditioning unit, individual water
heaters, and nine-foot ceilings.

ONSITE AMENITIES

The community areas include: an office, a furnished community room, a kitchen, public restrooms, a
laundry, maintenance, furnished fitness center, equipped business center, and a separate central mail
building. The building also includes a covered public porch, and the application indicates a swimming pool,
a public telephone, an equipped play area, barbecue grills and picnic tables, and full perimeter fence with
limited access gates will be provided. In addition, the application indicates monitored unit security will be
provided for a fee.

Uncovered Parking: 480 spaces  Carports: 24 spaces  Garages: 9 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: The Oakmoor is an 18-unit per acre new construction development of affordable housing
located in south Houston. The development is comprised of 12 evenly distributed garden style, walk-up
residential buildings as follows:

 Two buildings with 12 one-bedroom and 12 two-bedroom units;
q Four buildings with 12 one-bedroom and eight three-bedroom units; and
q Six buildings with 12 two-bedroom and eight three-bedroom units.

Architectural plans submitted January 17, 2006 indicate a change in the size of some two-bedroom units
from 954 net rentable square feet to 960 net rentable square feet.

Architectural Review: The building and unit plans appear to provide acceptable access and storage. The
elevations reflect exteriors typical of new construction garden-style apartment buildings.

SITE ISSUES

SITE DESCRIPTION

Size: 13.989 acres 609,361 square feet Flood Zone Designation: Zone X

Zoning:  No zoning in Houston

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The proposed site is located on the south side of Airport Boulevard, between Almeda Road and
SH 288 in Houston.

Adjacent Land Uses:
 North: Airport Boulevard immediately adjacent and vacant land beyond;

South: vacant land under construction immediately adjacent;
¢ East: vacant land immediately adjacent; and
West: vacant land under construction immediately adjacent.

Site _Access: The subject neighborhood is accessible from the Houston Central Business District by
proceeding south along SH 288 approximately six miles to Loop 610, which is the northern boundary of the
subject defined neighborhood. East/West arteries include Beltway 8, Loop 610, Almeda Genoa, and
Highway 90, while North/South arteries include Highway 288, Mykawa, and FM 518.

Public Transportation: Houston METRO operates a public bus line (11 Almeda/Nance), which runs along
Almeda Road, to the west of the proposed site. The Underwriter could not determine the distance to the
nearest stop.

Shopping & Services: The site is served by the Houston Independent School District with the closest
schools being: Reynolds Elementary, Woodson Middle School and Worthington High School. Numerous
single-tenant and small neighborhood retail centers are scattered throughout the neighborhood. SH 288 and
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TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

Loop 610 have a significant amount of retail development. Medical services are located within or near the
subject neighborhood including the Medical Center hospitals.

Site Inspection Findings: TDHCA staff performed a site inspection on September 12, 2005 and found the
location to be acceptable.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase I Environmental Site Assessment report dated July 5, 2005 was prepared by Terracon Consulting
Engineers & Scientists and contained the following findings and recommendations:

Findings:
 “The regulatory database review identified one (1) EPA RCRA Non-CORRACTS facility within the
specified search radii. The facility identified in the regulatory database review does not appear to

constitute an REC [recognized environmental condition] to the site based on distance, topographic
relationship, and/or facility characteristics as discussed in this report” (p. 1).

 “Associated labeling indicated that a Copano NGL Services liquefied petroleum gas (LPG) pipeline was
located within the pipeline easement along the northern site boundary. According to Mr. Shaw, Right of
Way Manager for Copano NGL Services, the Copano NGL Services pipeline markers are associated
with an inactive six (6) inch LPG pipeline which was installed in the mid-1940s...Associated labeling
indicated that a Teppco crude pipeline was located within the pipeline easement along the northern site
boundary...the Teppco pipeline marker is associated with an inactive ten (10) inch crude pipeline which
was installed in 1932...the pipeline is subject to reactivation...[there is no] documented release
associated with this pipeline” (p. 2).

§ “Several soil/debris mounds were observed along the western and southern portions of the site during the
sit reconnaissance...no notable odors were apparent from this area at the time of the site reconnaissance”

(P 2).

 “A protruding steel pipe was observed on the northern portion of the site... Terracon attempted to contact
[the owner of the site] concerning the presence of the pipe...At this time, the use of this feature is
undetermined” (p. 2)

Recommendations: “Based on the findings of this assessment, Terracon notes that the northern site
boundary borders a pipeline easement containing one (1) inactive Teppco Pipeline Company crude pipeline
and one (1) inactive Copano NGL Services LPG pipeline. In order to confirm if potential releases from the
pipelines within the easement have impacted the site, a subsurface investigation would be required.
However, the pipelines are apparently inactive, and should the pipelines be utilized in the future, it should be
the responsibility of the pipeline company to respond to releases from their pipelines, including the
remediation of properties affected by such releases (p. 2).

Based on the findings of this assessment, Terracon recommends that additional investigation be conducted to
evaluate if the site has been affected by potential release from the historical onsite oil/gas activity.

Based on the results of this assessment, Terracon recommends that the soil within the onsite soil/debris
mounds be characterized prior to offsite disposal and/or onsite reuse.

If the use of the protruding steel pipe cannot be adequately discerned through interviews, it is recommended
that this feature be investigated through intrusive methods” (p. 3).

A Limited Site Investigation report dated August 23, 2005 was prepared by Terracon Consulting Engineers
& Scientists and contained the following findings and recommendations:

Findings:

q “...the site consisted of vacant, undeveloped land until apparent oil/gas exploration and production
(E&P) activities were conducted in the northeastern and western portions of the property in the early
1950s. Evidence of two onsite drilling locations (apparent wellheads) and associated former pits were

identified on several (1950s and subsequent) historical photographs. In addition, based on the review of
the GEOMAP (#UTGC 317, dated September 19, 1994), two (2) oil/gas wells were located onsite; the
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locations of the wells appeared to correlate with the locations of the former oil/gas E&P activities...both
wells were reportedly producing oil wells which were plugged in 1967...Based on the nature of the
former oil and gas E&P activities, it is the opinion of Terracon they represent an REC [recognized
environmental condition] to the site” (p. 1-2).

§ “Several soil/debris (spoils) mounds were observed along the southern and western portions of the
site...debris consisting of trash, wood, metal, and concrete material was observed within the spoils;
however, no notable odors were apparent from this area at the time of the site reconnaissance. Based on
this information and the unknown origin of the spoils mounds, the spoils should be characterized prior to
off-site disposal and/or onsite reuse” (p. 2).

§ “There was field evidence of potential petroleum hydrocarbon impact detected in soils or sediments
recovered from the following boring:

B-6 — [Organic Vapor Monitoring (OVM)] readings were observed throughout the soil column; the
readings ranged up to 292 parts per million (ppm) in the subsurface soil at a depth of approximately 10
to 11 feet bgs; in addition, petroleum hydrocarbon odors were detected in the soil cores.

Pit #1 — OVM readings ranging up to 316 ppm were detected in the near surface soils/sediments at a
depth of approximately 1 to 3 feet bgs; in addition, petroleum hydrocarbon odors and free phase oily
residues were detected in the soil cores.

In addition to the aforementioned, it should be noted that slight OVM readings (up to 4 PPM) were
detected in one of the spoils samples (Spoils #2). However, other field evidence of impact was not
observed and it is suspected that the OVM readings were reflective of high organic content of the spoils
materials (p. 6).

B-3 — The detected concentrations of lead and mercury exceed the respective [Texas Commission on
Environmental Quality Texas Risk Reduction Program (TRRP)]-defined action levels for regulatory site
closure (of 15 and 0.04 mg/kg, respectively).

B-5 — The detected concentrations of lead exceeds the respective TRRP-defined action level for
regulatory site closure (of 15 mg/kg) (p. 8).

Soil Sample Pit #1 — The detected concentrations of C6-C12 and C12-C28 carbon range TPH, benzene,
arsenic, barium, lead, and mercury exceed the respective TRRP-defined screening/action levels for
regulatory site closure (of 65, 200, 0.026, 5.9, 440, 15, and 0.04 mg/kg, respectively) (p. 9).

Given the relatively low detected concentrations and the absence of elevated concentrations for other
metals typically considered as chemicals of concern in oil and gas related wastes (i.e., barium), it is the
opinion of Terracon that the referenced arsenic detected in soil sample B-5 (3 to 4 feet bgs), and lead
detected in soil sample BO7 (5 to 10 feet bgs) likely represent background levels for the area and are not
indicative of releases or oil and gas waste residues” (p. 10).

3

Recommendations: “...in accordance with various state regulations, the owner/operator of the facility
where an environmental impact was identified may have reporting requirements to jurisdictional state
regulatory agencies and others. It is the opinion of Terracon that interested parties should consult
appropriate legal counsel for guidance in reporting requirements to the [Railroad Commission of Texas
(RRO)].

Terracon recommends that the client evaluate other relevant risks associated with any proposed development
which might infringe upon the vicinity of the former oil and gas exploration/production facilities. Such risks
include, but are not limited to, the suitability of the observed fill soils and debris materials within the former
onsite pit for engineering construction purposes and the potential for structural impacts from oil/gas leaks
associated with referenced well-heads.

...a segment of a flow line was observed which appears to trend from the vicinity of the slab across the site
to the southwest (select historical aerial photographs appeared to indicate that the flow line transected the
site). Additional infrastructure common to oil and gas exploration/production site may not have been visible
during the course of the assessment/investigation activities performed to date. Terracon recommends that
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observations be made during the course of any future site clearing/development for such infrastructure and
that additional environmental investigation be conducted as warranted” (p. 11).

In response to a request for documentation indicating the recommendations of the Limited Site Investigation
have been followed, the Applicant provided: a letter addressed to MMA Financial, LLC, prepared by GZA
GeoEnvironmental, Inc and dated December 19, 2005; a letter addressed to MMA Financial, LLC, prepared
by Terracon Consulting Engineers & Scientists and dated January 12, 2006; and a Remedial Action
Completion Report prepared by Terracon Consulting Engineers & Scientists and dated October 3, 2005.

The letter prepared by GZA GeoEnvironmental, Inc addresses a Phase I Environmental Site Assessment,
Limited Site Investigation, Geotechnical Investigation, and Remedial Action Completion Report. The letter
is arranged to address issues, GZA’s recommendation, and status of the issue.

1.

W

Issue: “The ESA indicates that oil and gas exploration and production activity occurred at the site
between the late 1940s, when the two production wells were installed, and 1967, when the two wells,
were capped.”

Recommendation: “The submission of the Remedial Action Completion Report, which indicates that soil
was excavated from two areas where contamination had been identified, and that no evidence of the
presence of a flow line was found in the course of several excavations in the area, partially addresses
[our] recommendation...any correspondence with the [Railroad Commission] should be provided to
MMA.”

Status: “No immediate response required; documentation of the disposition of the piles should be
provided to MMA as soon as available.”

Issue: “Terracon observed piles of soil, apparently spoils from the two wells installed at the Site.”
Recommendation: “...GZA recommends that all applicable regulations be followed in the disposal of
these materials.”

Status: “No immediate response required; documentation of the disposition of the piles should be
provided to MMA as soon as available.”

(Non-issue for TDHCA)

Issue: “Terracon observed a 2-inch-diameter metal pipe protruding from the ground in the northern
portion of the Site.”

Recommendation: “...GZA concurs with [Terracon’s] recommendation. Any further information on the
pipe, whether received from the Site owner of from additional field activities, should be provided to
MMA.”

Status: “OPEN”

Issue: “Terracon noted that, based on Site observations and review of aerial photographs, additional oil-
and gas-related infrastructure could be present at the Site.”

Recommendation: “...GZA recommends that a pre-construction geophysical survey should be conducted
in any areas where available evidence suggests oil- and gas-related infrastructure may be present so that
assessment and, if necessary, remediation, can be conducted before construction begins.”

Status: “OPEN”

Issue: “Terracon notes in the LSI that the concentrations of arsenic (in sample B-5) and led (in sample B-
7) ‘likely represent basckground levels for the area and are not indicative of releases of oil and gas waste
residues.’”

Recommendation: “MMA should request that Terracon provide evidence regarding what the expected
‘background’ levels of arsenic and lead are in the vicinity of the Site.”

Status: “CLOSED by information contained in the Remedial Action Completion Report.”

Issue: “Terracon notes in the LSI that ‘owner/operator of the facility where an environmental impact was
identified may have reporting requirements to the jurisdictional regulatory state agency (aka, RRC) and
others.””

Recommendation: “MMA should be provided all information regarding the reporting status of the
SITE.”

Status: “OPEN”

Issue: “The 2002 ESA report refers to an ESA report prepared by Phase One Technologies, LLC on
November 7, 2001.”
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Recommendation: “MMA should request a copy of 2001 ESA report.”
Status: “OPEN”

9. Issue: “The 1995 ESA indicates that a portion of the property covered by that study was formerly
occupied as a nursery which closed in the early 1980s. The Terracon ESA indicates that a tree farm was
developed on southerly adjacent property in the 1960s. It is not clear whether the ‘tree farm’ and the
‘nursery’ were the same operation.”

Recommendation: “MMA should request clarification as to whether the ‘tree farm’ and the ‘nursery’
were one in the same, and whether any of this operation was located on the current study parcel. If the
nursery/tree farm was on or immediately abutting the current study Site, MMA should be provided with
information concerning the possible impact of residual agricultural chemicals on the proposed residential
use of the Site.”
Status: “OPEN”

10. Issue: “The 1995 ESA indicates that two water wells which are no longer in use are located on the 214-
acre property covered by that study. It is not clear if the wells are on the smaller parcel covered by more
recent reports.”

Recommendation: “If water well(s) are encountered during Site development, thay should be abandoned
in accordance with applicable regulations.”
Status: “OPEN”

It does not appear that any improvements will be constructed over the former wells and soil/groundwater test
sites. However, receipt, review and acceptance of evidence that all Phase I ESA, subsequent site
investigation report, and GZA Geoenvironmental, Inc. recommendations have been followed is a condition
of this report.

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. The Oakmoor was included in the August 15 collapse and the 2005 non-traditional carryforward.
All of the units (100%) will be reserved for low-income tenants earning 60% or less of AMGI.

MAXIMUM ELIGIBLE INCOMES

1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

60% of AMI $25,620 $29,280 $32,940 $36,600 $39,540 $42,480

MARKET HIGHLIGHTS

A market feasibility study dated August 23, 2005 was prepared by O’Connor & Associates (“Market
Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “The subject property is located in the South submarket, by
O’Connor & Associates. In order to accurately portray the apartment market within the subject’s primary
market area, we segmented the data by zip cods. The subject’s primary market includes the following zip
codes: 77033, 77045, 77051, and 77085” (p. 18). This area encompasses approximately 30 square miles and
is equivalent to a circle with a radius of three miles.

Population: “Claritas has estimated 24,667 households in the primary market area for 2005, and projected
26,129 fort he year 2010 (p. 27).

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand based on
income-qualified renter households estimated at 10.9% of the population, households at the appropriate size
at 89.17% of the population, and an annual renter turnover rate of 65% (p. 69). The Market Analyst used an
income band of $23,520 to $39,540 (p. 66).
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ANNUAL PMA DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 43 2% 32 20%
Resident Turnover 1,558 74% 1,558 80%
Other Sources: Section 8 347 16% N/A
Other Sources: 10% of demand 160 8% N/A
TOTAL ANNUAL DEMAND 2,108 100% 1,590 100%
Ref: p. 69

“According to the Housing Authority of the City of Houston’s PHA Plans, Annual Plan for Fiscal Year
2004, there were 5,000 housing vouchers added to the existing 17,013 vouchers resulting in a total of 22,013
vouchers. Therefore, we have used 17,013 as the number of vouchers available within the City of Houston.
Theoretical demand from Section 8 Vouchers is calculated by multiplying the total number of vouchers by
the ratio of income-qualified Senior households in the PMA and in Houston. Theoretical Demand = 17,013
X (8,659/275,712) = 534 units Utilizing the typical 65% turnover rate, total theoretical demand from Section
8 vouchers is estimated to be 347 units...” (p. 69).

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 18.45% based upon 389
unstabilized affordable housing in the PMA (including the subject) (p. 70). The Underwriter calculated an
inclusive capture rate of 24.5% based upon a revised demand for 1,590 affordable units. Both the Market
Analyst’s and the Underwriter’s inclusive capture rate conclusions are below the maximum of 25%.

Market Rent Comparables: The Market Analyst surveyed five comparable apartment projects totaling
1,050 units in the market area (p. 47).

RENT ANALYSIS (net tenant-paid rents)
Unit Type (% AMI) Proposed Program Max Differential Est. Market Differential
1-Bedroom (60%) $637 $637 $0 $690 -$53
2-Bedroom (60%) $767 $767 $0 $900 -$133
3-Bedroom (60%) $888 $888 $0 $1,100 -$212

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =$600, differential = -$100)

Primary Market Occupancy Rates: “According to the 3" Quarter 2005 O’Connor & Associates Houston
Area Apartment Database survey, there were 27 comparable apartment projects in this market area, which
contained a total of 3,648 units. Several older, inferior properties were excluded from this analysis due to
their not being considered comparable to the proposed subject property. The overall occupancy rate for
comparable apartment projects in this market area 91.72%” (p. 18).

Absorption Projections: “New construction in the subjects’ neighborhood has been moderate over the past
12-48 months...The limited amount of new product that entered the market in 2000 through 2005 was
readily absorbed. Based on our research, most projects that are constructed in the Greater Houston area
typically lease up within 12 months. Pre-leasing should commence prior to the completion of construction”

(p. 38).

Known Planned Development: “We are aware of no market rate apartment developments in the subject’s
primary market under construction, and one HTC project under construction (Lansbourough) in the primary
market area...[Lansbourough] consists of 141 rent-restricted Family units and 35 market units” (p. 33).
Although the Department’s mapping data appears to place Willow Park (4% HTC #03422) with 260
affordable units within the PMA boundaries, the development is outside the designated zip codes. In
addition, The Peninsula (4% HTC #03411) and The Villas at Bethel (proposed seniors development) are also
located just outside the boundary of the defined PMA.

Market Study Analysis/Conclusions: The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.
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OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rental income assumption is comparable to the Underwriter’s estimate. The
Applicant’s vacancy and collection loss at 7.0% is less than the current underwriting guideline of 7.50%.
The Applicant’s secondary income estimate of $21.50 per unit per month exceeds the current underwriting
guideline of $15 per unit per month. The additional income is attributed to rental income from nine garages,
24 carports, 12 storage closets and 48 washers and dryers. Despite the difference in secondary income and
vacancy and collection loss, the Applicant’s effective gross income is within 5% of the Underwriter’s
estimate.

Expenses: The Applicant’s total annual operating expense of $4,303 per unit is within 5% of the
Underwriter’s estimate of $4,224. The Underwriter calculated individual line item expenses based on
TDHCA regional database information for developments of similar size and IREM database information.
The Applicant’s general and administrative line item is $31K less than the Underwriter’s estimate. The
Applicant’s estimate of compliance fees at $90 per unit per year exceeds the current fee of $40 per unit.

Conclusion: The Applicant’s effective gross income, total operating expense, and net operating income are
each within 5% of the Underwriter’s estimate. Therefore, the Applicant’s Year 1 proforma will be used to
determine the development’s debt service capacity and long term feasibility. Although the Applicant’s
sources and uses indicate the permanent loan amount is anticipated at only $13,935,000 (as of January 31,
2006), the underwriting analysis assumes the full amount of $14,635,000 committed by MuniMae Portfolio
Services. Despite the lower debt amount, the Applicant’s debt service is higher than the Underwriter’s
estimate. Both the Underwriter’s and the Applicant’s estimates indicate the committed financing structure
results in an initial debt coverage ratio (DCR) that is within the Department’s DCR guideline of 1.10 to 1.30.

ACQUISITION VALUATION INFORMATION

APPRAISED VALUE

Land Only: 13.989 acres $1,525,000 Date of Valuation: 10/ 05/ 2005

Appraiser:  Pacific Southwest Valuation City:  Austin Phone: (512)  371-9027

APPRAISAL ANALYSIS/CONCLUSIONS

There is no indication that the acquisition is an identity of interest transaction and there is no existing
building; therefore, an appraisal is not required for use in the underwriting analysis.

ASSESSED VALUE
Land: 41.95 acres $535,450 Assessment for the Year of: 2004
1 acre: $12,764 Valuation by: Harris County Appraisal District
Total: 13.989 acres prorated  $178,556 Tax Rate: 2.9913

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Agreement of Sale and Purchase (13.2 acres)

Contract Expiration Date: 03/ 09/ 2006 Anticipated Closing Date: 03/ 02/ 2006
Acquisition Cost: $1,868,724 Other Terms/Conditions:

Seller:  NE 40 Partners, LP Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The Market Study states, “According to HCAD, the subject site is currently owned by
NE 40 Partners LP, which has owned the property (under various entity names) since June 2004...The
subject property is currently under contract to be sold by Airport/288 Associates Limited and purchased by
Embrey Partners, Ltd, etal for a reported purchase price of $1,888,724. No other arms-length transactions
involving the subject are known to have occurred within the last three years.”

The site cost of $133,585 per acre or $3.00 per square foot is assumed to be reasonable since the acquisition
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is an arm’s-length transaction. The appraisal does not support the purchase price.

Total acquisition costs also include $105,000 for “a ‘Cost Sharing’ payment to the land seller at closing.”
The Applicant explains, “This item is the result of cost he has incurred to extend a utility line to the site,
which will not be reimbursed through any additional property tax. Other sites sharing this line will be taxed
through a Municipal Utility District; however, the Oakmoor will not participate in this reimbursement
activity...the estimated cost is $76,004 with an additional $29,000 added for contingency.”

Sitework Cost: The Applicant’s claimed sitework costs of $7,359 per unit are within current Department
guidelines. Therefore, further third party substantiation is not required.

Direct Construction Cost: The Applicant’s direct construction cost estimate is within 5% of the
Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate. The Applicant did not claim
costs for constructing nine garages and 24 carports as eligible basis for tax credit purposes since a fee will be
charged for use by tenants.

Interim Financing Fees: The Underwriter reduced the Applicant’s eligible interim financing fees by $88K
to reflect an apparent overestimation of eligible construction loan interest based on a loan of $14,635,000, to
bring the eligible interest expense down to one year of fully drawn interest expense. This results in an
equivalent reduction to the Applicant’s eligible basis estimate.

Fees: The Applicant’s contractor general and administrative fees exceed the 2% of eligible sitework and
direct construction cost maximum allowed by HTC guidelines by $1,500 based on their own construction
costs. Consequently the Applicant’s eligible fees in these areas have been reduced by the same amount with
the overage effectively moved to ineligible costs.

Conclusion: The Applicant has claimed the 30% boost in eligible basis due to the recent characterization of
Harris County as a difficult development area.

The Applicant’s total development cost is within 5% of the Underwriter’s estimate; therefore, the
Applicant’s cost schedule will be used to determine the development’s need for permanent funds and to
calculate eligible basis. An eligible basis of $18,373,575, as adjusted by the Underwriter for overstated
eligible costs, supports annual tax credits of $843,163. This figure will be compared to the Applicant’s
request and the tax credits calculated based on the gap in need for permanent funds to determine the
recommended allocation.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source: MuniMae Portfolio Services Contact: Louis Lembo

Tax-Exempt Amount:  $14,635,000 Interest Rate: 6.0%, fixed

Additional Information: ~ 18-month construction period at 5.50%, fixed

Amortization: 40 yrs Term: 425 yrs Commitment: [ | LOI X Firm [] Conditional

Annual Payment: $966,285 Lien Priority: 1 Date: 01/ 17 2006

TAX CREDIT SYNDICATION

Source: MMA Financial Contact: Marie H Keutmann
Net Proceeds: $8,097,000 Net Syndication Rate (per $1.00 of 10-yr HTC) 98¢
Commitment: X Lol [] Firm [] Conditional Date: 01/ 13/ 2006
Additional Information: $826,320 in tax credits anticipated

APPLICANT EQUITY

Amount:  $0 Source: N/A

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by TDHCA and will be
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privately placed. MuniMae Portfolio Services has committed to providing a loan from the proceeds of the
bonds at terms mirroring those of the bonds. It should be noted, the Applicant’s sources and uses indicates
an anticipated permanent loan of only $13,935,000 while the submitted commitment indicates total bond
proceeds of $14,635,000. A financing narrative states, “MMA currently estimates the permanent loan will
size to $13,935,000 based on today’s information. However, the loan may size to a larger amount based on
incomes, expenses, etc. Assuming the resizing of the permanent loan to $13,935,000 the additional equity
available after completion will be utilized to reduce the outstanding debt from $14,635,000 to $13,935,000
($700,000) with the remaining additional equity being utilized to pay off the deferred development fee,
resulting in deferred development fee of $105,553.” Although requested, a current commitment from the
permanent lender indicating a permanent loan amount consistent with the submitted sources and uses and
financing narrative was not provided. The project can service the higher debt amount as committed by the
lender and anticipated by the bond reservation. The underwriting analysis will continue to assume a
permanent loan funded at $14,635,000.

HTC Syndication: The syndication letter of interest was updated to reflect the increase in anticipated tax
credits due to the development’s qualification for the 30% boost due to Harris County’s recent designation as
a difficult development area. In addition, the syndication rate increased from 97% to 98%.

Deferred Developer’s Fees: The Applicant did not included deferred developer fees as a source of
permanent financing.

Financing Conclusions: As stated above, the Applicant’s cost schedule was used to calculate the
development’s eligible basis. The resulting annual tax credit is less than the Applicant’s request, but higher
than the tax credit resulting from the gap method; therefore, the recommended annual tax credit allocation is
$765,655 based on the gap in need for permanent funds. It appears that the Applicant may be aware of the
gap issue, which explains the discrepancy in the permanent loan amount included in the sources and uses and
the amount committed to by MuniMae. It is not likely that the developer will be required to defer fees based
on the current analysis.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, General Contractor, and Property Manager are related entities. These are common
relationships for HTC-funded developments.

APPLICANT'S/PRINCIPALS’ FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

 The Applicant, Managing General Partner (MGP), and 1% general partner of the MGP are single-
purpose entities created for the purpose of receiving assistance from TDHCA and therefore have no
material financial statements.

§ Operational Assets, Ltd submitted an unaudited balance sheet as of December 31, 2005 indicating total
assets of $2.6M comprised of $3k in cash, $305K in notes receivable from related interests and $2.3M in
investments. Liabilities total $2K for total equity of $2.6M.

§ Operational Assets Management, LLC submitted an unaudited balance sheet as of December 31, 2005
indicating total assets of $97K comprised of $71K in cash and $26K in investments. Liabilities total
$3K for total equity of $94K.

 Envest Holdings, Ltd, general partner of the general partner of the Managing General Partner, submitted
unaudited financial statements dated July 31, 2005. Total assets of $16M consist of $13.7M in total
current assets and $2.3M in total non-current assets. Liabilities total $5M for total equity of $10.9M.
Audited financial statements for year ended December 31, 2004 indicate total assets of $13.3M, total
liabilities of $2.5M, and partner’s capital of $10.7M.

 Embrey Partners, Ltd, the Developer, submitted unaudited financial statements dated December 31,
2004. Total assets of $3M consist of $1.9M in total current assets and $1.1M in total non-current assets.
Liabilities total $200 for total equity of $3M.

§ A principal of the Developer, Walter M Embrey, Jr, also submitted an unaudited financial statement.

Background & Experience: Multifamily Production Finance Staff have verified that the Department’s

experience requirements have been met and Portfolio Management and Compliance staff will ensure that the
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| proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES
§ Significant environmental/locational risks exist regarding prior use of the site for oil and gas exploration
and production activity prior to 1967.

q The significant financing structure changes being proposed have not been reviewed/accepted by the
Applicant, lenders, and syndicators, and acceptable alternative structures may exist.

Underwriter: Date: February 7, 2006

Lisa Vecchietti
Director of Real Estate Analysis: Date: February 7, 2006

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

The Oakmoor, Houston, 4% HTC #05619

Type of Unil Number Bedrooms | No. of Baths __ Size in SF Gross Rent Lmt. Net Rent per Unil Rent per Month Rent per SF Tnt-Pd Ul ] Wir, Swr, Trsh
TC 60% 72 1 1 664 $686 $637 $45,864 $0.96 $49.00 $32.32
TC 60% 24 2 2 957 823 $767 18,408 0.80 56.00 36.32
TC 60% 72 2 2 960 823 $767 55,224 0.80 56.00 36.32
TC 60% 80 3 2 1,120 951 $888 71,040 0.79 63.00 47.32
TOTAL: 248 AVERAGE: 925 $825 $768 $190,536 $0.83 $56.23 $38.71

INCOME Total Net Rentable Sq Ft: 229,496 TDHCA APPLICANT Comptroller's Region 6
POTENTIAL GROSS RENT $2,286,432 $2,286,432 IREM Region Houston
Secondary Income Per Unit Per Month: $15.00 44,640 43,284 $14.54 Per Unit Per Month
Other Support Income: 9 garages $25, 24 carports $15, 12 storage $15, 48 w/d $20 0 20,700 $6.96 Per Unit Per Month
POTENTIAL GROSS INCOME $2,331,072 $2,350,416
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (174,830) (164,532) -7.00% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $2,156,242 $2,185,884
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 4.27% $372 0.40 $92,134 $60,760 $0.26 $245 2.78%

Management 3.72% 323 0.35 80,141 87,435 0.38 353 4.00%

Payroll & Payroll Tax 11.41% 992 1.07 246,133 241,800 1.05 975 11.06%

Repairs & Maintenance 5.12% 445 0.48 110,450 131,780 0.57 531 6.03%

Utilities 1.94% 169 0.18 41,832 31,130 0.14 126 1.42%

Water, Sewer, & Trash 4.17% 363 0.39 89,995 84,190 0.37 339 3.85%

Property Insurance 2.66% 231 0.25 57,374 62,000 0.27 250 2.84%

Property Tax 2.9913 10.32% 897 0.97 222,553 248,000 1.08 1,000 11.35%

Reserve for Replacements 2.30% 200 0.22 49,600 49,600 0.22 200 2.27%

Other: supp serv, compl fees 2.69% 234 0.25 57,940 70,340 0.31 284 3.22%

TOTAL EXPENSES 48.61% $4,226 $4.57 $1,048,151 $1,067,035 $4.65 $4,303 48.81%
NET OPERATING INC 51.39% $4,468 $4.83 $1,108,090 $1,118,849 $4.88 $4,511 51.19%
DEBT SERVICE
First Lien Mortgage 44.81% $3,896 $4.21 $966,285 $947,018 $4.13 $3,819 43.32%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 6.58% $572 $0.62 $141,805 $171,831 $0.75 $693 7.86%
AGGREGATE DEBT COVERAGE RATIO 1.15 1.18
RECOMMENDED DEBT COVERAGE RATIO 1.16
CONSTRUCTION COST

Descrip(ion Factor % of TOTAL PER UNIT PERSQFT TDHCA APPLICANT PERSQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 8.97% $8,039 $8.69 $1,993,724 $1,993,724 $8.69 $8,039 9.01%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 8.21% 7,359 7.95 1,824,930 1,824,930 7.95 7,359 8.24%
Direct Construction 48.30% 43,303 46.79 10,739,022 11,091,709 48.33 44,725 50.10%
Contingency 3.18% 1.80% 1,613 1.74 400,083 400,083 1.74 1,613 1.81%
General Req'ts 4.57% 2.58% 2,315 2.50 574,002 574,002 2.50 2,315 2.59%
Contractor's G & A 2.00% 1.13% 1,013 1.09 251,279 259,833 1.13 1,048 1.17%
Contractor's Profit 4.57% 2.58% 2,315 2.50 574,002 574,002 2.50 2,315 2.59%
Indirect Construction 2.96% 2,654 2.87 658,075 658,075 2.87 2,654 2.97%
Ineligible Costs 7.96% 7,132 7.71 1,768,755 1,768,755 7.71 7,132 7.99%
Developer's G & A 13.20% 9.45% 8,468 9.15 2,100,000 2,100,000 9.15 8,468 9.49%
Developer's Profit 0.00% 0.00% 0 0.00 0 0 0.00 0 0.00%
Interim Financing 4.01% 3,599 3.89 892,441 892,441 3.89 3,599 4.03%
Reserves 2.05% 1,841 1.99 456,689 0 0.00 0 0.00%
TOTAL COST 100.00% $89,649 $96.88 $22,233,002 $22,137,554 $96.46 $89,264 100.00%
Recap-Hard Construction Costs 64.60% $57,917 $62.59 $14,363,318 $14,724,559 $64.16 $59,373 66.51%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 65.83% $59,012 $63.77 $14,635,000 $13,935,000 $14,635,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $2,100,000
HTC Syndication Proceeds 36.42% $32,649 $35.28 8,097,000 8,097,000 7,502,554 % of Dev. Fee Deferred
Deferred Developer Fees 0.47% $426 $0.46 105,553 105,553 0%
Additional (Excess) Funds Req'd -2.72% ($2,438) ($2.63) (604,551) 1 0 [ 15-Yr Cumulative Cash Flow
TOTAL SOURCES $22,233,002 $22,137,554 $22,137,554 $4,596,805
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
The Oakmoor, Houston, 4% HTC #05619

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $14,635,000 Amort 480
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 6.00% DCR 1.15
Base Cost | $49.59 [ $11,379,850
Adjustments Secondary $0 Amort
Exterior Wall Finish 3.20% $1.59 $364,155 Int Rate 0.00% Subtotal DCR 1.15
9-Ft. Ceilings 3.40% 1.69 386,915
Roofing 0.00 0 Additional $8,097,000 Amort
Subfloor (0.90) (205,628), Int Rate Aggregate DCR 1.15
Floor Cover 2.22 509,481
Porches/Balconies $16.80 61,620 4.51 1,035,271 RECOMMENDED FINANCING STRUCTURE APPLICANT'S b
Plumbing $680 528 1.56 359,040
Built-In Appliances $1,675 248 1.81 415,400 Primary Debt Service $966,285
Exterior Stairs $1,650 76 0.55 125,400 Secondary Debt Service 0
Garages $24.78 2700 0.00 0 Additional Debt Service 0
Heating/Cooling 1.73 397,028 NET CASH FLOW $152,563
Carports $8.90 3,600 0.00 0
Comm &/or Aux Bldgs $60.46 4,256 1.12 257,322 Primary $14,635,000 Amort 480
Other: 0.00 0 Int Rate 6.00% DCR 1.16
SUBTOTAL 65.47 15,024,234
Current Cost Multiplier 1.01 0.65 150,242 Secondary $0 Amort 0
Local Multiplier 0.87 (8.51) (1,953,150) Int Rate 0.00% Subtotal DCR 1.16
TOTAL DIRECT CONSTRUCTION COSTS $57.61 $13,221,326
Plans, specs, survy, bld prn{ ~ 3.90% ($2.25) ($515,632) Additional $8,097,000 Amort 0
Interim Construction Interes|  3.38% (1.94) (446,220) Int Rate 0.00% Aggregate DCR 1.16
Contractor's OH & Profit 11.50% (6.63) (1,520,452)
NET DIRECT CONSTRUCTION COSTS $46.79 $10,739,022

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $2,286,432 $2,355,025 $2,425,676 $2,498,446 $2,573,399 $2,983,275 $3,458,434 $4,009,272  $5,388,127
Secondary Income 43,284 44,583 45,920 47,298 48,717 56,476 65,471 75,899 102,002
Contractor's Profit 20,700 21,321 21,961 22,619 23,298 27,009 31,311 36,298 48,781
POTENTIAL GROSS INCOME 2,350,416 2,420,928 2,493,556 2,568,363 2,645,414 3,066,760 3,555,215 4,121,469 5,538,909
Vacancy & Collection Loss (164,532)  (181,570) (187,017) (192,627) (198,406) (230,007) (266,641) (309,110) (415,418)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $2,185,884  $2,239,359 $2,306,540 $2,375,736 $2,447,008 $2,836,753 $3,288,574 $3,812,359  $5,123,491
EXPENSES at 4.00%
General & Administrative $60,760 $63,190 $65,718 $68,347 $71,081 $86,480 $105,217 $128,012 $189,489
Management 87,435 89574.4767 92261.711 95029.56233 97880.4492 113470.2671 131543.1389  152494.5506 204939.9243
Payroll & Payroll Tax 241,800 251,472 261,531 271,992 282,872 344,157 418,719 509,436 754,090
Repairs & Maintenance 131,780 137,051 142,533 148,235 154,164 187,564 228,200 277,641 410,976
Utilities 31,130 32,375 33,670 35,017 36,418 44,308 53,907 65,586 97,084
Water, Sewer & Trash 84,190 87,558 91,060 94,702 98,490 119,829 145,790 177,376 262,559
Insurance 62,000 64,480 67,059 69,742 72,531 88,245 107,364 130,625 193,356
Property Tax 248,000 257,920 268,237 278,966 290,125 352,981 429,456 522,499 773,426
Reserve for Replacements 49,600 51,584 53,647 55,793 58,025 70,596 85,891 104,500 154,685
Other 70,340 73,154 76,080 79,123 82,288 100,116 121,806 148,196 219,366
TOTAL EXPENSES $1,067,035 $1,108,358 $1,151,797 $1,196,946 $1,243,874 $1,507,747 $1,827,893 $2,216,364  $3,259,971
NET OPERATING INCOME $1,118,849 $1,131,000 $1,154,743 $1,178,789 $1,203,134 $1,329,006 $1,460,681 $1,595,995  $1,863,520
DEBT SERVICE
First Lien Financing $966,285  $966,285 $966,285 $966,285 $966,285 $966,285 $966,285 $966,285 $966,285
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $152,563  $164,715 $188,457 $212,504 $236,849 $362,721 $494,395 $629,709 $897,235
DEBT COVERAGE RATIO 1.16 1.17 1.20 1.22 1.25 1.38 1.51 1.65 1.93
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LIHTC Allocation Calculation - The Oakmoor, Houston, 4% HTC #05619

Off-site improvements

(3) Construction Hard Costs

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS

(1) Acquisition Cost

Purchase of land | $1,993,724 |  $1,993,724

Purchase of buildings
(2) Rehabilitation/New Construction Cost

On-site work $1,824,930

$1,824,930 | $1,824,930 | $1,824,930

New structures/rehabilitation hard costs | $11,091,709 |  $10,739,022 |  $11,091,709 |  $10,739,022
(4) Contractor Fees & General Requirements
Contractor overhead $259,833 $251,279 $258,333 $251,279
Contractor profit $574,002 $574,002 $574,002 $574,002
General requirements $574,002 $574,002 $574,002 $574,002
(5) Contingencies $400,083 $400,083 $400,083 $400,083
(6) Eligible Indirect Fees $658,075 $658,075 $658,075 $658,075
(7) Eligible Financing Fees $892,441 $892,441 $892,441 $892,441
(8) All Ineligible Costs $1,768,755 $1,768,755
(9) Developer Fees
Developer overhead $2,100,000 $2,100,000 $2,100,000 $2,100,000
Developer fee
(10) Development Reserves $456,689
TOTAL DEVELOPMENT COSTS $22,137,554 $22,233,002 $18,373,575 $18,013,834
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $18,373,575 $18,013,834
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $23,885,647 $23,417,984
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $23,885,647 $23,417,984
Applicable Percentage 3.53% 3.53%
TOTAL AMOUNT OF TAX CREDITS $843,163 $826,655
Syndication Proceeds 0.9799 $8,262,046 $8,100,281
Total Credits (Eligible Basis Method) $843,163 $826,655
Syndication Proceeds $8,262,046 $8,100,281
Requested Credits $848,010
Syndication Proceeds $8,309,537
Gap of Syndication Proceeds Needed $7,502,554
Credit Amountl $765,655 I

TCSheet Version Date 4/11/05tg

Page 1

05619 The Oakmoor.xls Print Date2/7/2006 10:06 AM



" DELORME Street Atlas USA® 2004 Plus

|

oy
“orrgy EELFORTAVE

...... — lIl.-'

DTt B Mot
Mg el |
Pare

Sgmrimenis

|HIH|1-"I'M Villam ab Baibssl

G ]

Triam E S e e——

=9 The Oakmoor

—"
! i 1
Scale 1: 87,500
© 2003 DeLorme. Street Atlas USA® 2004 Plus. ™ o 5, 1 1% 2 !
www.delorme.com }"‘" (3.9°8) b g B 5 3 ko

1"=1.38 mi Data Zoom 11-2



Applicant Evaluation ||

Project ID # 05619REV Name: The Oakmoor City: Houston

LIHTC 9% ] LIHTC 4% HOME [ | BOND HTF [ ] SECO [ ] ESGP[] Other| ]

[ No Previous Participation in Texas (] Members of the development team have been disbarred by HUD

N/A L Yes LI No

National Previous Participation Certification Received:

Noncompliance Reported on National Previous Participation Certification: L Yes L No
Portfolio Management and Compliance

Projects in Material Noncompliance

Total # of Projects monitored: 2 # in noncompliance: 0
Yes [ ] No
Projects zero to nine: 2 Projects not reported ~ Yes [
grouped ten to nineteen: 0 # monitored with a score less than thirty: 2 in application No
b . . . . .
y score twenty to twenty-nine: 0 # not yet monitored or pending review: 2 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable [] Not applicable Not applicable L]
Review pending [] Review pending L] Review pending U]
No unresolved issues [] No unresolved issues [] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that L] Issues found regarding late audit [ | Unresolved issues found that L]
warrant disqualification Unresolved issues found that ] warrant disqualification
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 1/27/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis
(Cost Certification and Workout)
Not applicable [] Not applicable Not applicable []
Review pending L] Review pending [ Review pending L]
No unresolved issues No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [ Unresolved issues found [
Unresolved issues found that || Unresolved issues found that [ Unresolved issues found that ||
warrant disqualification warrant disqualification warrant disqualification
(Comments attached) (Comments attached) (Comments attached)
Reviewer S. Roth Reviewer Sandy M. Garcia Reviewer
Date 1/30/2006 Date 1/27/2006 Date
Community Affairs Office of Colonia Initiatives Financial Administration
No relationship [ Not applicable [ No delinquencies found
Review pending [ Review pending [ Delinquencies found [
No unresolved issues [ No unresolved issues [
Unresolved issues found L] Unresolved issues found [
Unresolved issues found that | Unresolved issues found that L[]
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer Reviewer Reviewer Melissa M. Whitehead
Date Date Date 1/30/2006

Executive Director:

Edwina Carrington

Executed: onday, February 06, 2006



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Multifamily Finance Production Division

Public Comment Summary

The Oakmoor Apartments

Public Hearing

Total Number Attended 1
Total Number Opposed 0
Total Number Supported 0
Total Number Neutral 0
Total Number that Spoke 0
Public Officials Letters Received
Opposition 0
Support 0
General Public Letters and Emails Received
Opposition 0
Support 0

Summary of Public Comment
No Opposition




TEXAS DEPARTMENT OF HOUSING AND
COMMUNITY AFFAIRS

PUBLIC HEARING

AIRPORT BOULEVARD APARTMENTS

6:15 p.m.
Monday,
September 12, 2005

James Madison High School
Auditorium

13719 White Heather
Houston, Texas

PRESENT :
TDHCA Staff:

Shannon Roth, Multifamily Housing Specialist

ON THE RECORD REPORTING
(512) 450-0342




PROCEEDINGS

MS. ROTH: Good evening. My name is Shannon
Roth. I would like to proceed with the public hearing.
Let the record show that it is 6:15 p.m., Monday September
12. And we are at the James Madison High School, located
at 13719 White Heather, Houston, Texas.

I am here to conduct the public hearing on
behalf of the Texas Department of Housing and Community
Affairs with respect to an issue of tax-exempt multifamily
revenue bonds for a residential rental community.

This hearing is required by the Internal
Revenue Code. The sole purpose of this hearing is to
provide a reasonable opportunity for interested
individuals to express their views regarding the
development and the proposed bond issue.

No decisions regarding the development will be
made at this hearing. The Department's board is scheduled
to meet to consider the transaction on November 10, 2005.

In addition to providing your comments at this hearing,
the public is also invited to provide comment directly to
the board at any of their meetings. The Department staff
will also accept written comments from the public up till
5:00 p.m. on October 28, 2005.

The bonds will be issued as tax-exempt

ON THE RECORD REPORTING
(512) 450-0342




multifamily revenue bonds in the aggregate principal
amount not to exceed $15 million, and taxable bonds, if
necessary, in an amount to be determined and issued in one
or more series by the Texas Department of Housing and
Community Affairs, the issuer.

The proceeds of the bonds will be loaned to the
Airport Boulevard Apartments, Limited, or a related person
or affiliate entity thereof, to finance a portion of the
costs of the acquisition and rehabilitation and costs of
acquiring, constructing and equipping a multifamily rental
housing community described as follows:

A 248-unit multifamily residential rental
development to be constructed on approximately 13.8 acres
of land located on the south side of Airport Boulevard,
approximately one-and-a-half mile east of Almeda, and
approximately three-quarters of a mile west of State
Highway 288 South, Harris County, Texas. The proposed
multifamily rental housing community will be initially
owned and operated by the borrower, or a related person or
affiliate thereof.

And let the record show there are no attendees
at this meeting; therefore the meeting is now adjourned,
and the time is 6:17 p.m.

(Whereupon, at 6:17 p.m., the public hearing

ON THE RECORD REPORTING
(512) 450-0342




was concluded.)

ON THE RECORD REPORTING
(512) 450-0342




CERTIFICATE

IN RE: Airport Boulevard Apartments, Ltd.
LOCATION: Houston, Texas
DATE: September 12, 2005

I do hereby certify that the foregoing pages,
numbers 1 through 5, inclusive, are the true, accurate,
and complete transcript prepared from the verbal recording
made by electronic recording by Sue J. Brindley before the

Texas Department of Housing and Community Affairs.

09/16/2005
(Transcriber) (Date)

On the Record Reporting
3307 Northland, Suite 315
Austin, Texas 78731

ON THE RECORD REPORTING
(512) 450-0342
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MULTIFAMILY FINANCE PRODUCTION DIVISION

2005 Private Activity Multifamily Housing Revenue Bonds

Village Park Apartments
8701 Hammerly Boulevard
Houston, Texas

Village Park Apartments Partners, Ltd.
418 Units
Priority 3

$13,660,000 Tax Exempt — Series 2006
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MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item
Presentation, Discussion and Possible Approval of a resolution for the issuance of Multifamily Housing Mortgage

Revenue Bonds, Series 2006 and Housing Tax Credits for the acquisition and rehabilitation of the Village Park
Apartments.

Summary of the Village Park Apartments Transaction

The pre-application was received on October 3, 2005. The application was scored and ranked by staff. The
application was induced at the November 10th Board meeting and submitted to the Texas Bond Review Board for
addition to the 2005 Waiting List. The application received a Reservation of Allocation on November 18, 2005.
This application was submitted under the Priority 3 category. At least 75% of the units will serve families at 80%
or below the Area Median Family Income. There were twenty-two people in attendance at the public hearing and
four spoke for the record. Most of the people in attendance were current residents of the development who had
concerns of whether they would be displaced as a result of the rehabilitation. Only one person in attendance, the
president of a super neighborhood organization, signed-in as opposed. Her statement for the record was that she
did not want to see money put into this development for rehabilitation when it would just deteriorate again. A
copy of the transcript is located behind Tab 7 in this presentation. The proposed site is located in the Houston
Independent School District.

The Village Park Apartments proposed acquisition and rehabilitation will be located at 8701 Hammerly Boulevard,
Houston, Harris County. Demographics for the census tract (5212.00) include AMFI of $35,111; the total
population is 6,145; the percent of population that is minority is 70.46%; the number of owner occupied units is
502; the number of renter units is 1,639 and the number of vacant units is 107. (FFIEC Geocoding for 2005)

Summary of the Financial Structure

The applicant is requesting the Department’s approval and issuance of fixed rate tax exempt bonds in the amount
of $13,660,000. Credit enhancement will be provided by Fannie Mae through a standby irrevocable transferable
credit enhancement instrument. Throughout the construction phase, Fannie Mae will be protected by a Letter of
Credit issued by Regions Bank. The Bonds will carry a AAA/Aaa rating. Greystone Servicing Corporation, Inc.
(Fannie Mae DUS Lender) will underwrite the transaction using a debt coverage ratio of 1.20 to 1 (Net Operating
Income 1.2 times the debt service) amortized over 30 years. The term of the bonds will be for 33 years. The
construction and lease up period will be for thirty months plus one 6 month optional extension with payment terms
of interest only, followed by a 30 year term and amortization.

Recommendation

Staff recommends the Board approve the issuance of Multifamily Housing Mortgage Revenue Bonds, Series 2006
and Housing Tax Credits for the Village Park Apartments development because of the demonstrated quality of
construction of the proposed development, the feasibility of the development (as demonstrated by the financial
commitments from Regions Bank, Fannie Mae, Guilford Capital Corporation and the underwriting report by the
Department’s Real Estate Analysis division), the tenant and social services provided by the development and the
demand for affordable units as demonstrated by the market area.

Page 1 of 1



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD MEMORANDUM
February 15, 2006

DEVELOPMENT:

PROGRAM:

ACTION
REQUESTED:

PURPOSE:

BOND AMOUNT:

ANTICIPATED
CLOSING DATE:

BORROWER:

Village Park Apartments, Houston, Harris County, Texas

Texas Department of Housing & Community Affairs
2005 Private-Activity Multifamily Revenue Bonds
(Reservation received 11/18/2005)

Approve the issuance of multifamily housing revenue bonds (the
“Bonds”) by the Texas Department of Housing and Community
Affairs (the “Department”). The Bonds will be issued under
Chapter 1371 of the Texas Government Code and under Chapter
2306 of the Texas Government Code, the Department's enabling
legislation which authorizes the Department to issue its revenue

bonds for its public purposes as defined therein. (The Department’s
revenue bonds are solely obligations of the Department, and do not create an
obligation, debt, or liability of the State of Texas or a pledge or loan of the
faith, credit or taxing power of the State of Texas.)

The proceeds of the Bonds will be used to fund a mortgage loan
(the "Mortgage Loan") to Village Park Apartments Partners,
Ltd., an Alabama limited partnership (the "Borrower"), to
finance the acquisition, rehabilitation, equipping and long-term
financing of a 418-unit multifamily residential rental
development to be located at 8701 Hammerly Boulevard, Harris
County, Texas (the "Development"). The Bonds will be tax-
exempt by virtue of the Development qualifying as a residential
rental development.

$13.660,000 Series 2006 Tax Exempt bonds (*)
$13,660,000 Total bonds

(*) The aggregate principal amount of the Bonds will be determined by the
Department based on its rules, underwriting, the cost of construction of the
Development and the amount for which Bond Counsel can deliver its Bond
Opinion.

The Department received a volume cap allocation for the Bonds
on November 18, 2005, pursuant to the Texas Bond Review
Board's 2005 Private Activity Bond Allocation Program. While
the Department is required to deliver the Bonds on or before
April 17, 2006, the anticipated closing date is March 9, 2005.

Village Park Apartments Partners, L.P., an Alabama limited
partnership, the general partner of which is Summit America
Properties, Inc., the managing member is W. Daniel Hughes, Jr,

* Preliminary - Represents Maximum Amount




COMPLIANCE
HISTORY:

ISSUANCE TEAM:

with 78% ownership.  Guilford Capital Corporation or an
affiliate thereof will be providing the equity for the transaction
by purchasing a 99.99% limited partnership interest in the
Borrower.

The Compliance Status Summary completed on February 6, 2006
reveals that the principals of the general partner above have two
properties that will be monitored by the Department.

Greystone  Servicing Corporation, Inc. (FNMA DUS
Lender/Servicer)

Regions Bank (Letter of Credit Provider)

Fannie Mae (Credit Facility Provider)

Merchant Capital, LLC (Underwriter)

JPMorgan Chase Bank, National Association (Trustee)

Vinson & Elkins L.L.P. (Bond Counsel)

RBC Capital Markets (Financial Advisor)

MccCall, Parkhurst & Horton, L.L.P. (Issuer Disclosure Counsel)

BOND PURCHASER: The Bonds will be publicly offered for sale on or about March 8,
2006 at which time the final pricing and Bond Purchaser(s) will
be determined.

DEVELOPMENT

DESCRIPTION: The Development is a 419 unit apartment community (418 rental
units and 1 employee unit) to be acquired and rehabilitated
located at 8701 Hammerly Boulevard, Houston, Harris County,
Texas. The rehabilitation will consist of rebuilding and surfacing
the parking lot, replacing the siding, and installing new windows.
There will be a new community and general amenities to the
inside of the property. In addition, new surveillance cameras
will be installed.

Units Unit Type Sq Ft Proposed AMFI
3 Efficiency 537 $570.00 60%
1 Efficiency 537 $570.00 Mkt.
126 1-Bed/1-Bath 715 $590.00 60%
22 1-Bed/1-Bath 715 $590.00 Mkt.
63 2-Bed/1-Bath 898 $690.00 60%
11 2-Bed/1-Bath 898 $690.00 Mkt.
112 2-Bed/2-Baths 1,030 $750.00 60%
20 2-Bed/2-Baths 1,030 $750.00 Mkt.
51 3-Bed/2-Baths 1,150 $866.00 60%
9 3-Bed/2-Baths 1,150 $866.00 Mkt.
418 Total Rental Units
Revised: 02/08/06 Texas Department of Housing and Community Affairs Page: 2
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SET-ASIDE UNITS:

TENANT SERVICES:

DEPARTMENT
ORIGINATION
FEES:

DEPARTMENT
ANNUAL FEES:

ASSET OVERSIGHT
FEE:

TAX CREDITS:

BOND STRUCTURE &

SECURITY FOR THE
BONDS:

For Bond covenant purposes, forty percent (40%) of the units in
the Development will be restricted to occupancy by persons or
families earning not more than sixty percent (60%) of the area
median income. Five percent (5%) of the units in the
Development will be set aside on a priority basis for persons with
special needs.

Tenant Services will be provided by the developer according to
the requirements as outlined in the Departments Land Use
Restriction Agreement.

$1,000 Pre-Application Fee (Paid)
$10,000 Application Fee (Paid)
$68,300 Issuance Fee (.50% of the bond amount paid at closing)

$13,660 Bond Administration (0.10% of first year bond amount)
$16,720 Compliance ($40/unit/year adjusted annually for CPI)

(Department’s annual fees may be adjusted, including deferral, to accommodate
underwriting criteria and Development cash flow. These fees will be subordinated to
the Mortgage Loan and paid outside of the cash flows contemplated by the Indenture)

$10,450 to TDHCA or assigns ($25/unit/year adjusted annually
for CPI))

The Borrower has applied to the Department to receive a
Determination Notice for the 4% tax credit that accompanies the
private-activity bond allocation. The tax credit equates to
$574,490 per annum and represents equity for the transaction.
To capitalize on the tax credit, the Borrower will sell a
substantial portion of the limited partnership, typically 99.99%,
to raise equity funds for the Development. Although a tax credit
sale has not been finalized, the Borrower anticipates raising
approximately $5,457,109 of equity for the transaction.

The Bonds are proposed to be issued under a Trust Indenture (the
"Trust Indenture") that will describe the fundamental structure of
the Bonds, permitted uses of Bond proceeds and procedures for
the administration, investment and disbursement of Bond
proceeds and program revenues.

As stated above, the Bonds are being issued to fund a Mortgage
Loan to finance the acquisition, rehabilitation, equipping and
long-term financing of the Development. The Mortgage Loan
will be secured by, among other things, a Deed of Trust and
other security instruments on the Development. The Mortgage
Loan and security instruments will be assigned to the Trustee and

Revised: 02/08/06 Texas Department of Housing and Community Affairs Page: 3
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CREDIT
ENHANCEMENT:

FORM OF BONDS:

TERMS OF THE

MORTGAGE LOAN:

Fannie Mae and will become part of the Trust Estate securing the
Bonds.

During both the construction period (the “Construction Phase”)
and, if conversion (“Conversion”) from the Construction Phase
to the permanent mortgage period (the “Permanent Phase”)
occurs, and the permanent phase, credit enhancement for the
Loan and, if Conversion occurs, liquidity support for the Bonds
outstanding will be provided by Fannie Mae pursuant to a Stand-
by Irrevocable Transferable Credit Enhancement Instrument (the
“Fannie Mae Credit Facility”). Throughout the Construction
Phase, Fannie Mae will be protected against risk of loss by a
letter of credit issued by Regions Bank. If Conversion does not
occur and Regions Bank has not exercised its option to purchase
the Bonds, the Bonds will be subject to mandatory redemption.

In addition to the credit enhanced Mortgage Loan, other security
for the Bonds during the Construction Phase consists of the net
bond proceeds, the revenues and any other moneys received by
the Trustee for payment of principal and interest on the Bonds,
and amounts otherwise on deposit in the Funds and Accounts
(excluding the Rebate Fund, the Fees Account of the Revenue
Fund and the Costs of Issuance Deposit Account of the Cost of
Issuance Fund) and any investment earnings thereon (see Funds
and Accounts section, below).

The credit enhancement by Fannie Mae allows for an anticipated
rating by the Rating Agency of AAA/Aaa and an anticipated
initial fixed rate not to exceed 6.11%. Without the credit
enhancement, the Bonds would not be investment grade and
therefore command a higher interest rate from investors on
similar maturity bonds.

The Bonds will be issued in book entry form and will be in
authorized denominations of $5,000 or any integral multiple of
$5,000.

The Mortgage Loan is a non-recourse obligation of the Owner,
which means, subject to certain exceptions, that the Owner is not
liable for the payment thereof beyond the amount realized from
the pledged security. The Mortgage Loan provides for monthly
payments of interest during the Construction Phase and level
monthly payments of principal and interest following Conversion
to the Permanent Phase.

During the Construction Phase, the Borrower will be required to
make payments on the Mortgage Loan directly to the Trustee (to
the extent that capitalized interest funds deposited at closing into

Revised: 02/08/06 Texas Department of Housing and Community Affairs Page: 4
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MATURITY/SOURCES

& METHODS OF
REPAYMENT:

the Mortgage Loan Fund are insufficient to make the semi-
annual interest payments on the Bonds) along with all other bond
and credit enhancement fees. Upon Conversion, the Borrower
will be required to pay mortgage payments on the Mortgage
Loan to the Servicer, who will remit the principal and interest
components of the mortgage payments to the Trustee. The
Borrower will continue to pay certain other fees, including the
Department’s fees, directly to the Trustee.

Effective on the Conversion Date, which is anticipated to occur
thirty months from the closing date of the Bonds with one six-
month extension option, the Mortgage Loan will convert from
the Construction Phase to the Permanent Phase upon satisfaction
the conversion requirements set forth in the Construction Phase
Financing Agreement. Among other things, these requirements
include completion of the Development according to plans and
specifications and achievement of certain occupancy thresholds.

The Bonds will bear interest (a) from the date of issuance to the
Initial Remarketing Date at a fixed rate and (b) from the Initial
Remarketing Date to maturity, which is November 1, 2038, or
earlier redemption or acceleration at the rates determined from
time to time by the Remarketing Agent pursuant to the Indenture.

The Bonds will be payable from: (1) revenues earned from the
Mortgage Loan (which during the Construction Phase will be
payable as to interest only); (2) earnings derived from amounts
held in Funds & Accounts (discussed below) on deposit in an
investment agreement; (3) funds deposited to the Mortgage Loan
Fund specifically for capitalized interest during a portion of the
Construction Phase; (4) or payments made by Fannie Mae under
the Fannie Mae Credit Facility.

Fannie Mae is obligated under the Fannie Mae Credit Facility to
fund the payment of the Borrower’s loan payments in the event
the Borrower fails to make any payment of interest or interest
and principal. The Borrower is obligated to reimburse Fannie
Mae for any moneys advanced by Fannie Mae for such
payments.

Revised: 02/08/06 Texas Department of Housing and Community Affairs Page: 5
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REDEMPTION OF
BONDS PRIOR TO

MATURITY:

The Bonds are subject to redemption under any of the following
circumstances:

Optional Redemption:

The Bonds are not subject to optional redemption prior to
November 1, 2015. On or after November 1, 2015 and prior to
the Initial Remarketing Date, the Bonds are subject to optional
redemption in whole or in part upon optional prepayment of the
Mortgage Loan in accordance with the Mortgage Loan
Documents.

On or after the Initial Remarketing Date, the Bonds are subject to
optional redemption in whole or in part during the periods and at
the respective redemption prices set forth in the Indenture as
expressed percentages of the principal amount of the Bonds
called for redemption.

Mandatory Redemption:

(1) The Bonds shall be redeemed in whole or in part in the event
and to the extent that proceeds of insurance from any
casualty to, or proceeds of any award from any condemnation
of, or any award as part of a settlement in lieu of
condemnation of, the Development are applied in accordance
with the Financing Agreement and the Mortgage Loan
Documents to restoring or repairing the Mortgaged Property
or, with the consent of the Credit Provider, otherwise used
for improvements to the Mortgaged Property or applied to the
reimbursement of amounts owed to the Credit Provider.

(2) The Bonds shall be redeemed in whole or in part in an
amount specified by and at the direction, or with the prior
written consent, of the Credit Provider requiring that the
Bonds be redeemed pursuant to the Indenture following any
Event of Default under the Security Instrument, the Credit
Facility Agreement or the Financing Agreement or the
occurrence of a Borrower Default under the Construction
Phase Financing Agreement.

(3) The Bond shall be subject to mandatory sinking fund
installments, at the times and in the amounts set forth in the
amortization schedule established pursuant to the Indenture.

(4) The Bonds shall be redeemed in part in the event that the
Borrower makes a Pre-Conversion Loan Equalization

Revised: 02/08/06
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FUNDS AND
ACCOUNTS/FUNDS
ADMINISTRATION:

Payment.

(5) The Bonds shall be redeemed in whole if the Loan Servicer
does not issue the Conversion Notice on or before the
Termination Date, unless the Credit Provider otherwise
directs the Trustee and Loan Servicer in writing.

(6) The Bonds shall be redeemed in whole or in part in the event
and to the extent that amounts on deposit in the Mortgage
Loan Fund or the General Account of the Revenue Fund are
transferred to the Redemption Account.

Under the Trust Indenture, JPMorgan Chase Bank, National
Association, (the "Trustee") will serve as registrar and
authenticating agent for the Bonds, trustee of certain of the funds
created under the Trust Indenture (described below), and will
have responsibility for a number of loan administration and
monitoring functions.

The Depository Trust Company ("DTC"), New York, New York,
will act as securities depository for the Bonds. The Bonds will
initially be issued as fully registered securities and when issued
will be registered in the name of Cede & Co., as nominee for
DTC. One fully registered global bond in the aggregate principal
amount of each stated maturity of the Bonds will be deposited
with DTC.

Moneys on deposit in Trust Indenture funds are required to be
invested in eligible investments prescribed in the Trust Indenture
until needed for the purposes for which they are held.

The Trust Indenture will create up to six (6) funds with the
following general purposes:

1. Mortgage Loan Fund — Consists of a Project Account and
Capitalized Interest Account. Monies in the Mortgage Loan
Fund will be withdrawn to pay the costs of rehabilitation and
other approved costs of the Development, and interest on the
Bonds.

2. Revenue Fund — Consists of a General Account, Redemption
Account, Credit Facility Account and the Fees Account.
Monies in the Revenue Fund shall be disbursed for interest
on the Bonds, sinking fund redemption payments, principal
amounts due, third party fees and to the redemption of
Bonds.
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DEPARTMENT

ADVISORS:

3. Costs of Issuance Fund — Consists of a Cost of Issuance
Deposit Account and a Cost of Issuance Bond Proceeds
Account. A temporary fund into which amounts for the
payment of the costs of issuance are deposited and disbursed
by the Trustee.

4. Rebate Fund - Fund into which certain investment earnings
are transferred that are required to be rebated periodically to
the federal government to preserve the tax-exempt status of
the Bonds. Amounts in this fund are held apart from the trust
estate and are not available to pay debt service on the Bonds.

5. Bond Purchase Fund — Consists of a Remarketing Proceeds
Account and a Remarketing Expenses Account. Monies are
used to pay the purchase price of the Bonds on a
Remarketing Date in the event the Bonds are not remarketed
and Remarketing Expenses.

6. Equity Fund — Fund into which amounts designated by the
Borrower as equity funds are deposited and disbursed by the
Trustee pursuant to a requisition.

Essentially, all of the bond proceeds will be deposited into the
Loan Fund and disbursed during the Construction Phase to
finance the construction of the Development. Although costs of
issuance of up to two percent (2%) of the principal amount of the
Bonds may be paid from Bond proceeds, it is currently expected
that all costs of issuance will be paid by an equity contribution of
the Borrower.

The following advisors have been selected by the Department to
perform the indicated tasks in connection with the issuance of the
Bonds.

1. Bond Counsel - Vinson & Elkins L.L.P. ("V&E") was most
recently selected to serve as the Department's bond counsel
through a request for proposals ("RFP") issued by the
Department in September 2005.

2. Bond Trustee — JPMorgan Chase Bank, National
Association was selected by the Borrower from the
Department’s list of approved trustees for multifamily bond
issues. This trustee was approved by the Department in
December 2003.

3.  Financial Advisor - RBC Capital Markets, formerly RBC
Dain Rauscher, was selected by the Department as the
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Department's financial advisor through a request for
proposals process in August 2003.

4.  Underwriter — Merchant Capital was selected by the
Borrower from the Department’s list of approved senior
managers for multifamily bond issues. The underwriter list
was approved by the Department in September 2004.

5. Disclosure Counsel — McCall, Parkhurst & Horton, L.P.P.
was selected to serve as the Department’s disclosure
counsel in September 2005.

ATTORNEY GENERAL

REVIEW OF BONDS: No preliminary written review of the Bonds by the Attorney
General of Texas has yet been made. Department bonds,
however, are subject to the approval of the Attorney General, and
transcripts of proceedings with respect to the Bonds will be
submitted for review and approval prior to the issuance of the
Bonds.
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RESOLUTION NO. 06-004

RESOLUTION AUTHORIZING AND APPROVING THE ISSUANCE, SALE AND
DELIVERY OF MULTIFAMILY HOUSING REVENUE BONDS (VILLAGE PARK
APARTMENTS) SERIES 2006; APPROVING THE FORM AND SUBSTANCE AND
AUTHORIZING THE EXECUTION AND DELIVERY OF DOCUMENTS AND
INSTRUMENTS PERTAINING THERETO; AUTHORIZING AND RATIFYING
OTHER ACTIONS AND DOCUMENTS; AND CONTAINING OTHER PROVISIONS
RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”) has
been duly created and organized pursuant to and in accordance with the provisions of Chapter 2306,
Texas Government Code, as amended (the “Act”), for the purpose, among others, of providing a means of
financing the costs of residential ownership, development and rehabilitation that will provide decent, safe,
and affordable living environments for individuals and families of low, very low and extremely low
income and families of moderate income (all as defined in the Act); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing sponsors
to provide financing for multifamily residential rental housing in the State of Texas (the “State”) intended
to be occupied by individuals and families of low, very low and extremely low income and families of
moderate income, as determined by the Department; (b) to issue its revenue bonds, for the purpose,
among others, of obtaining funds to make such loans and provide financing, to establish necessary reserve
funds and to pay administrative and other costs incurred in connection with the issuance of such bonds;
and (c) to pledge all or any part of the revenues, receipts or resources of the Department, including the
revenues and receipts to be received by the Department from such multifamily residential rental
development loans, and to mortgage, pledge or grant security interests in such loans or other property of
the Department in order to secure the payment of the principal or redemption price of and interest on such
bonds; and

WHEREAS, the Board has determined to authorize the issuance of the Texas Department of
Housing and Community Affairs Multifamily Housing Revenue Bonds (Village Park Apartments) Series
2006 (the “Bonds”), pursuant to and in accordance with the terms of a Trust Indenture (the “Indenture”)
by and between the Department and JPMorgan Chase Bank, National Association, a national banking
association, as trustee (the “Trustee”), for the purpose of obtaining funds to finance the Development
(defined below), all under and in accordance with the Constitution and laws of the State; and

WHEREAS, the Department desires to use the proceeds of the Bonds to fund a mortgage loan to
Village Park Apartments Partners, Ltd., an Alabama limited partnership (the “Borrower”), in order to
finance the cost of acquisition, rehabilitation and equipping of a qualified residential rental development
described on Exhibit A attached hereto (the “Development”) located within the State and required by the
Act to be occupied by individuals and families of low and very low income and families of moderate
income, as determined by the Department; and

WHEREAS, the Board, by resolution adopted on November 14, 2005, declared its intent to issue
its revenue bonds to provide financing for the Development; and

WHEREAS, it is anticipated that the Department, the Borrower and the Trustee will execute and

deliver a Financing Agreement (the “Financing Agreement”) pursuant to which (i) the Department will
agree to make a mortgage loan funded with the proceeds of the Bonds (the “Mortgage Loan”) to the
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Borrower to enable the Borrower to finance the cost of acquisition, rehabilitation and equipping of the
Development and related costs, and (ii) the Borrower will execute and deliver to the Department a
multifamily note (the “Mortgage Note”) in an original principal amount equal to the original aggregate
principal amount of the Bonds, and providing for payment of interest on such principal amount equal to
the interest on the Bonds and to pay other costs described in the Financing Agreement; and

WHEREAS, it is anticipated that credit enhancement for the Mortgage Loan will be provided for
by a Credit Enhancement Instrument (Standby) issued by Fannie Mae (“Fannie Mae”); and

WHEREAS, it is anticipated that the Mortgage Note will be secured by a Multifamily Deed of
Trust, Assignment of Rents, Security Agreement and Fixture Filing (Texas) (the “Security Instrument”)
by the Borrower for the benefit of the Department and Fannie Mae; and

WHEREAS, the Department’s interest in the Mortgage Loan (except for certain reserved rights),
including the Mortgage Note and the Security Instrument, will be assigned to the Trustee, as its interests
may appear, and to Fannie Mae, as its interests may appear, pursuant to an Assignment and Intercreditor
Agreement (the “Assignment”) among the Department, the Trustee and Fannie Mae and acknowledged,
accepted and agreed to by the Borrower; and

WHEREAS, the Board has determined that the Department, the Trustee and the Borrower will
execute a Regulatory and Land Use Restriction Agreement (the “Regulatory Agreement”), with respect to
the Development which will be filed of record in the real property records of Harris County, Texas; and

WHEREAS, the Board has been presented with a draft of, has considered and desires to ratify,
approve, confirm and authorize the use and distribution in the public offering of the Bonds of a
Preliminary Official Statement (the “Preliminary Official Statement”) and an Official Statement (the
“Official Statement”, and together with the Preliminary Official Statement, the “Official Statements”) and
to authorize the authorized representatives of the Department to deem the Official Statements “final” for
purposes of Rule 15¢2-12 of the Securities and Exchange Commission and to approve the making of such
changes in the Official Statements as may be required to provide final Official Statements for use in the
public offering and sale of the Bonds; and

WHEREAS, the Board has further determined that the Department will enter into a Bond
Purchase Agreement (the “Bond Purchase Agreement”) with the Borrower and Merchant Capital, L.L.C.
(the “Underwriter”), and any other parties to such Bond Purchase Agreement as authorized by the
execution thereof by the Department, setting forth certain terms and conditions upon which the
Underwriter or another party will purchase all or their respective portion of the Bonds from the
Department and the Department will sell the Bonds to the Underwriter or another party to such Bond
Purchase Agreement; and

WHEREAS, the Board has determined that the Department and the Borrower will execute an
Asset Oversight Agreement (the “Asset Oversight Agreement”), with respect to the Development for the
purpose of monitoring the operation and maintenance of the Development; and

WHEREAS, the Board has examined proposed forms of (a) the Indenture, the Financing
Agreement, the Assignment, the Regulatory Agreement, the Official Statements, the Bond Purchase
Agreement and the Asset Oversight Agreement (collectively, the “Issuer Documents”™), all of which are
attached to and comprise a part of this Resolution and (b) the Security Instrument and the Note; has found
the form and substance of such documents to be satisfactory and proper and the recitals contained therein
to be true, correct and complete; and has determined, subject to the conditions set forth in Article I, to
authorize the issuance of the Bonds, the execution and delivery of the Issuer Documents, the acceptance
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of the Security Instrument and the Note and the taking of such other actions as may be necessary or
convenient in connection therewith;

NOW, THEREFORE,
BE IT RESOLVED BY THE BOARD OF THE DEPARTMENT:
ARTICLE I
ISSUANCE OF BONDS; APPROVAL OF DOCUMENTS

Section 1.1--Issuance, Execution and Delivery of the Bonds. That the issuance of the Bonds is
hereby authorized, under and in accordance with the conditions set forth herein and in the Indenture, and
that, upon execution and delivery of the Indenture, the authorized representatives of the Department
named in this Resolution each are authorized hereby to execute, attest and affix the Department’s seal to
the Bonds and to deliver the Bonds to the Attorney General of the State for approval, the Comptroller of
Public Accounts of the State for registration and the Trustee for authentication (to the extent required in
the Indenture), and thereafter to deliver the Bonds to the order of the initial purchaser thereof.

Section 1.2--Interest Rate, Principal Amount, Maturity and Price. That the Chair or Vice
Chairman of the Board or the Executive Director or Acting Executive Director of the Department are
hereby authorized and empowered, in accordance with Chapter 1371, Texas Government Code, to fix and
determine the interest rate, principal amount and maturity of, the redemption provisions related to, and the
price at which the Department will sell to the Underwriter or another party to the Bond Purchase
Agreement, the Bonds, all of which determinations shall be conclusively evidenced by the execution and
delivery by the Chair or Vice Chairman of the Board or the Executive Director or Acting Executive
Director of the Department of the Indenture and the Bond Purchase Agreement; provided, however, that
(1) the Bonds shall bear interest (a) from the date of issuance to the Initial Remarketing Date at a fixed
rate not to exceed 6.00% and (b) from the Initial Remarketing Date until maturity or earlier redemption or
acceleration thereof at the rates determined from time to time by the Remarketing Agent (as such term is
defined in the Indenture) in accordance with the provisions of the Indenture; provided that in no event
shall the interest rate on the Bonds (including any default interest rate) exceed the maximum interest rate
permitted by applicable law; (ii) the aggregate principal amount of the Bonds shall not exceed
$13,660,000; (iii) the final maturity of the Bonds shall occur not later than [April 1, 2040]; and (iv) the
price at which the Bonds are sold to the initial purchaser thereof under the Bond Purchase Agreement
shall not exceed 103% of the principal amount thereof.

Section 1.3--Approval, Execution and Delivery of the Indenture. That the form and substance of
the Indenture are hereby approved, and that the authorized representatives of the Department named in
this Resolution each are authorized hereby to execute the Indenture and to deliver the Indenture to the
Trustee.

Section 1.4--Approval, Execution and Delivery of the Financing Agreement. That the form and
substance of the Financing Agreement are hereby approved, and that the authorized representatives of the
Department named in this Resolution each are authorized hereby to execute the Financing Agreement and
deliver the Financing Agreement to the Borrower and the Trustee.

Section 1.5--Approval, Execution and Delivery of the Regulatory Agreement. That the form and
substance of the Regulatory Agreement are hereby approved, and that the authorized representatives of
the Department named in this Resolution each are authorized hereby to execute, attest and affix the
Department’s seal to the Regulatory Agreement and deliver the Regulatory Agreement to the Borrower
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and the Trustee and to cause the Regulatory Agreement to be filed of record in the real property records
of Harris County, Texas.

Section 1.6--Approval, Execution and Delivery of the Bond Purchase Agreement. That the sale
of the Bonds to the Underwriter and any other party to the Bond Purchase Agreement is hereby approved,
that the form and substance of the Bond Purchase Agreement are hereby approved, and that the
authorized representatives of the Department named in this Resolution each are hereby authorized to
execute the Bond Purchase Agreement and to deliver the Bond Purchase Agreement to the Borrower, the
Underwriter and any other party to the Bond Purchase Agreement, as appropriate.

Section 1.7--Acceptance of the Mortgage Note and Security Instrument. That the form and
substance of the Mortgage Note and Security Instrument are hereby accepted by the Department and that
the authorized representatives of the Department named in this Resolution each are hereby authorized to
endorse and deliver the Mortgage Note to the order of the Trustee and Fannie Mae, as their interests may
appear, without recourse.

Section 1.8--Approval, Execution and Delivery of the Assignment. That the form and substance
of the Assignment are hereby approved; and that the authorized representatives of the Department named

in this Resolution are each hereby authorized to execute, attest and affix the Department’s seal to the
Assignment and to deliver the Assignment to the Trustee and Fannie Mae.

Section 1.9--Approval, Execution, Use and Distribution of the Official Statements. That the form
and substance of the Official Statements and their use and distribution by the Underwriter in accordance
with the terms, conditions and limitations contained therein are hereby approved, ratified, confirmed and
authorized; that the Chair and Vice Chairman of the Board and the Executive Director or Acting
Executive Director of the Department are hereby severally authorized to deem the Official Statement
“final” for purposes of Rule 15c¢2-12 under the Securities Exchange Act of 1934; that the authorized
representatives of the Department named in this Resolution each are authorized hereby to make or
approve such changes in the Official Statements as may be required to provide a final Official Statement
for the Bonds; that the authorized representatives of the Department named in this Resolution each are
authorized hereby to accept the Official Statements, as required; and that the distribution and circulation
of the Official Statements by the Underwriter hereby is authorized and approved, subject to the terms,
conditions and limitations contained therein, and further subject to such amendments or additions thereto
as may be required by the Bond Purchase Agreement and as may be approved by the Executive Director
or Acting Executive Director of the Department and the Department’s counsel.

Section 1.10--Approval, Execution and Delivery of the Asset Oversight Agreement. That the
form and substance of the Asset Oversight Agreement are hereby approved, and that the authorized
representatives of the Department named in this Resolution each are authorized hereby to execute and
deliver the Asset Oversight Agreement to the Borrower.

Section 1.11--Taking of Any Action; Execution and Delivery of Other Documents. That the
authorized representatives of the Department named in this Resolution each are authorized hereby to take
any actions and to execute, attest and affix the Department’s seal to, and to deliver to the appropriate
parties, all such other agreements, commitments, assignments, bonds, certificates, contracts, documents,
instruments, releases, financing statements, letters of instruction, notices of acceptance, written requests
and other papers, whether or not mentioned herein, as they or any of them consider to be necessary or
convenient to carry out or assist in carrying out the purposes of this Resolution.

Village Park Bond Resolution.DOC 4



Section 1.12--Exhibits Incorporated Herein. That all of the terms and provisions of each of the
documents listed below as an exhibit shall be and are hereby incorporated into and made a part of this
Resolution for all purposes:

Exhibit B - Indenture

Exhibit C - Financing Agreement

Exhibit D - Regulatory Agreement
Exhibit E - Bond Purchase Agreement
Exhibit F - Security Instrument

Exhibit G - Mortgage Note

ExhibitH -  Assignment

Exhibit] - Preliminary Official Statement

Exhibit J

Asset Oversight Agreement

Section 1.13--Power to Revise Form of Documents. That notwithstanding any other provision of
this Resolution, the authorized representatives of the Department named in this Resolution each are
authorized hereby to make or approve such revisions in the form of the documents attached hereto as
exhibits as, in the judgment of such authorized representative or authorized representatives, and in the
opinion of Vinson & Elkins L.L.P., Bond Counsel to the Department, may be necessary or convenient to
carry out or assist in carrying out the purposes of this Resolution, such approval to be evidenced by the
execution of such documents by the authorized representatives of the Department named in this
Resolution.

Section 1.14--Authorized Representatives. That the following persons are each hereby named as
authorized representatives of the Department for purposes of executing, attesting, affixing the
Department’s seal to, and delivering the documents and instruments and taking the other actions referred
to in this Article I: Chair and Vice Chairman of the Board, Executive Director or Acting Executive
Director of the Department, Deputy Executive Director of Housing Operations of the Department, Deputy
Executive Director of Programs of the Department, Chief of Agency Administration of the Department,
Director of Financial Administration of the Department, Director of Bond Finance of the Department,
Director of Multifamily Finance Production of the Department and the Secretary to the Board.

Section 1.15--Conditions Precedent. That the issuance of the Bonds shall be further subject to,
among other things: (a) the Development’s meeting all underwriting criteria of the Department, to the
satisfaction of the Executive Director or Acting Executive Director of the Department; and (b) the
execution by the Borrower and the Department of contractual arrangements satisfactory to the
Department staff requiring that community service programs will be provided at the Development.

ARTICLE I
APPROVAL AND RATIFICATION OF CERTAIN ACTIONS

Section 2.1--Approval and Ratification of Application to Texas Bond Review Board. That the
Board hereby ratifies and approves the submission of the application for approval of state bonds to the
Texas Bond Review Board on behalf of the Department in connection with the issuance of the Bonds in
accordance with Chapter 1231, Texas Government Code.

Section 2.2--Approval of Submission to the Attorney General. That the Board hereby authorizes,
and approves the submission by the Department’s Bond Counsel to the Attorney General of the State, for
his approval, of a transcript of legal proceedings relating to the issuance, sale and delivery of the Bonds.

Village Park Bond Resolution.DOC 5



Section 2.3--Engagement of Other Professionals. That the Executive Director or Acting
Executive Director of the Department or any successor is authorized to engage auditors to perform such
functions, audits, yield calculations and subsequent investigations as necessary or appropriate to comply
with the Bond Purchase Agreement and the requirements of Bond Counsel to the Department, provided
such engagement is done in accordance with applicable law of the State.

Section 2.4--Certification of the Minutes and Records. That the Secretary to the Board hereby is
authorized to certify and authenticate minutes and other records on behalf of the Department for the
Bonds and all other Department activities.

Section 2.5--Approval of Requests for Rating from Rating Agency. That the action of the
Executive Director or Acting Executive Director of the Department or any successor and the
Department’s consultants in seeking a rating from Moody’s Investors Service, Inc. and/or Standard &
Poor’s Ratings Services, a Division of The McGraw-Hill Companies, Inc., is approved, ratified and
confirmed hereby.

Section 2.6--Authority to Invest Proceeds. That the Department is authorized to invest and
reinvest the proceeds of the Bonds and the fees and revenues to be received in connection with the
financing of the Development in accordance with the Indenture and to enter into any agreements relating
thereto only to the extent permitted by the Indenture.

Section 2.7--Underwriter. That the underwriter with respect to the issuance of the Bonds shall be
Merchant Capital, L.L.C.

Section 2.8--Approving Initial Rents. That the initial maximum rent charged by the Borrower for
the units of the Development shall not exceed the amounts attached as Exhibit G to the Regulatory
Agreement and shall be annually redetermined by the Borrower and reviewed by the Department as set
forth in the Financing Agreement.

Section 2.9—FEngagement of Other Professionals. That the Executive Director or Acting
Executive Director of the Department or any successor is authorized to engage auditors, analysts and
consultants to perform such functions, audits, yield calculations and subsequent investigations as
necessary or appropriate to comply with the requirements of Bond Counsel to the Department, provided
such engagement is done in accordance with applicable law of the State.

Section 2.10--Ratifying Other Actions. That all other actions taken by the Executive Director or
Acting Executive Director of the Department and the Department staff in connection with the issuance of
the Bonds and the financing of the Development are hereby ratified and confirmed.

ARTICLE III
CERTAIN FINDINGS AND DETERMINATIONS

Section 3.1--Findings of the Board. That in accordance with Section 2306.223 of the Act and
after the Department’s consideration of the information with respect to the Development and the
information with respect to the proposed financing of the Development by the Department, including but
not limited to the information submitted by the Borrower, independent studies commissioned by the
Department, recommendations of the Department staff and such other information as it deems relevant,
the Board hereby finds:
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(a) Need for Housing Development.

) that the Development is necessary to provide needed decent, safe, and sanitary
housing at rentals or prices that individuals or families of low and very low income or families of
moderate income can afford,

(ii) that the financing of the Development is a public purpose and will provide a
public benefit, and

(iii) that the Development will be undertaken within the authority granted by the Act
to the housing finance division and the Borrower.

(b) Findings with Respect to the Borrower.

(1) that the Borrower, by operating the Development in accordance with the
requirements of the Financing Agreement and Regulatory Agreement, will comply with
applicable local building requirements and will supply well-planned and well-designed housing
for individuals or families of low and very low income or families of moderate income,

(i1) that the Borrower is financially responsible and has entered into a binding
commitment to repay the Mortgage Loan in accordance with its terms, and

(iii) that the Borrower is not, and will not enter into a contract for the Development
with, a housing developer that: (A) is on the Department’s debarred list, including any parts of
that list that are derived from the debarred list of the United States Department of Housing and
Urban Development; (B) breached a contract with a public agency; or (C) misrepresented to a
subcontractor the extent to which the developer has benefited from contracts or financial
assistance that has been awarded by a public agency, including the scope of the developer’s
participation in contracts with the agency and the amount of financial assistance awarded to the
developer by the Department.

(©) Public Purpose and Benefits.

(1) that the Borrower has agreed to operate the Development in accordance with the
Financing Agreement and the Regulatory Agreement, which require, among other things, that the
Development be occupied by individuals and families of low and very low income and families
of moderate income, and

(i1) that the issuance of the Bonds to finance the Development is undertaken within
the authority conferred by the Act and will accomplish a valid public purpose and will provide a
public benefit by assisting individuals and families of low and very low income and families of
moderate income in the State to obtain decent, safe, and sanitary housing by financing the costs of
the Development, thereby helping to maintain a fully adequate supply of sanitary and safe
dwelling accommodations at rents that such individuals and families can afford.

Section 3.2--Determination of Eligible Tenants. That the Board has determined, to the extent
permitted by law and after consideration of such evidence and factors as it deems relevant, the findings of
the staff of the Department, the laws applicable to the Department and the provisions of the Act, that
eligible tenants for the Development shall be (1) individuals and families of low and very low income,
(2) persons with special needs, and (3) families of moderate income, with the income limits as set forth in
the Financing Agreement and the Regulatory Agreement.
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Section 3.3--Sufficiency of Mortgage Loan Interest Rate. That the Board hereby finds and
determines that the interest rate on the Mortgage Loan established pursuant to the Financing Agreement
will produce the amounts required, together with other available funds, to pay for the Department’s costs
of operation with respect to the Bonds and the Development and enable the Department to meet its
covenants with and responsibilities to the holders of the Bonds.

Section 3.4--No Gain Allowed. That, in accordance with Section 2306.498 of the Act, no
member of the Board or employee of the Department may purchase any Bond in the secondary open
market for municipal securities.

Section 3.5--Waiver of Rules. That the Board hereby waives the rules contained in Chapters 33
and 35, Title 10 of the Texas Administrative Code to the extent such rules are inconsistent with the terms
of this Resolution and the bond documents authorized hereunder.

ARTICLE IV
GENERAL PROVISIONS

Section 4.1--Limited Obligations. That the Bonds and the interest thereon shall be limited
obligations of the Department payable solely from the trust estate created under the Indenture, including
the revenues and funds of the Department pledged under the Indenture to secure payment of the Bonds,
and under no circumstances shall the Bonds be payable from any other revenues, funds, assets or income
of the Department.

Section 4.2--Non-Governmental Obligations. That the Bonds shall not be and do not create or
constitute in any way an obligation, a debt or a liability of the State or create or constitute a pledge, giving
or lending of the faith or credit or taxing power of the State. Each Bond shall contain on its face a
statement to the effect that the State is not obligated to pay the principal thereof or interest thereon and
that neither the faith or credit nor the taxing power of the State is pledged, given or loaned to such
payment.

Section 4.3--Effective Date. That this Resolution shall be in full force and effect from and upon
its adoption.

Section 4.4--Notice of Meeting. Written notice of the date, hour and place of the meeting of the
Board at which this Resolution was considered and of the subject of this Resolution was furnished to the
Secretary of State and posted on the Internet for at least seven (7) days preceding the convening of such
meeting; that during regular office hours a computer terminal located in a place convenient to the public
in the office of the Secretary of State was provided such that the general public could view such posting;
that such meeting was open to the public as required by law at all times during which this Resolution and
the subject matter hereof was discussed, considered and formally acted upon, all as required by the Open
Meetings Act, Chapter 551, Texas Government Code, as amended; and that written notice of the date,
hour and place of the meeting of the Board and of the subject of this Resolution was published in the
Texas Register at least seven (7) days preceding the convening of such meeting, as required by the
Administrative Procedure and Texas Register Act, Chapters 2001 and 2002, Texas Government Code, as
amended. Additionally, all of the materials in the possession of the Department relevant to the subject of
this Resolution were sent to interested persons and organizations, posted on the Department’s website,
made available in hard-copy at the Department, and filed with the Secretary of State for publication by
reference in the Texas Register not later than seven (7) days before the meeting of the Board as required
by Section 2306.032, Texas Government Code, as amended.
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PASSED AND APPROVED this 15th day of February, 2006.

[SEAL]

By:_/s/ Elizabeth Anderson
Elizabeth Anderson, Chair

Attest: /s/ Kevin Hamby
Kevin Hamby, Secretary
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Owner:

Development:

EXHIBIT A
DESCRIPTION OF DEVELOPMENT
Village Park Apartments Partners, Ltd., an Alabama limited partnership

The Development is a 418-unit multifamily facility to be known as Village Park
Apartments and located at 8701 Hammerly Boulevard, Houston, Harris County,
Texas. It will consist of 26 three-story residential apartment buildings with
approximately 374, 298 net rentable square feet and an average unit size of
approximately 875 square feet. The unit mix will consist of:

4 efficiency

148 one-bedroom/one-bath units
74 two-bedroom/one-bath units
132 two-bedroom/two-bath units
60 three-bedroom/two-bath units

418 Total Units

Unit sizes will range from approximately 537 square feet to approximately 1,150
square feet.

[Common areas are expected to include two swimming pools and laundry
facilities. All units are expected to have central heating and air conditioning,
carpeting and vinyl tile, miniblinds, a dishwasher, a range and oven, a
microwave and washer/dryer connections.]

Village Park Bond Resolution.DOC
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TEXAS

DEPARTMENT DF HBUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Village Park Apartments, TDHCA Number 05629

BASIC DEVELOPMENT INFORMATION

Site Address: 8701 Hammerly Blvd. Development #:
City: Houston Region: 6 Population Served:
County: Harris Zip Code: 77080 Allocation:

HTC Set Asides: [ ] At-Risk [] Nonprofit [J USDA L] Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General
Bond Issuer: TDHCA

05629
Family

ACQ/R

HTC Purpose/Activity: NC=New Construction, ACQ=Acquisition, R=Rehabilitation, NC/ACQ=New Construction and Acquisition,

NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

OWNER AND DEVELOPMENT TEAM
Owner: Village Park Apartments Partners, Ltd.

Hunter McKenzie - Phone: (334) 954-4458

Developer: Summit Asset Management, LLC
Housing General Contractor: Penco Construction Company
Architect: Brown, Chambless & Company
Market Analyst: Novogradac & Company
Syndicator: Guilford Capital Corporation
Supportive Services: To Be Determined

Consultant: Not Utilized

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 355
0 0 0 355 0 0 Market Rate Units: 63
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 152 206 60 0 Total Development Units: 418
Type of Building: 5 units or more per bldng Total Development Cost: $21,211,006
Number of Residential Buildings: 29
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $574,490 $574,490 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $13,660,000 $13,660,000 30 30 6.10%

2/8/2006 10:03 AM
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TEXAS

DEPARTMENT DF HBUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Village Park Apartments, TDHCA Number 05629

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment

State/Federal Officials with Jurisdiction:

TX Senator: Whitmire, District 15 NC Points: \ 0 US Representative: Jackson-Lee, District 18, NC
TX Representative: Woolley, District 136 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Bill White, Mayor, City of Houston - NC Resolution of Support from Local Government []

Milton Wilson, Jr., Director, Housing and Community
Development Department - The proposed development for
rehabilitation of existing affordable rental housing is
consistent with the City of Houston's Consolidated Plan.

Individuals/Businesses: In Support: 0 In Opposition: 0
Neighborhood Input:

General Summary of Comment:

Public Hearing: Current residents had concerns of garbage pick-up and whether or not they would be displaced. The
President of a Super Neighborhood Organization had concerns of whether the development would deteroriate again
and also had questions regarding Compliance requirements.

Number that attended: 21
Number that spoke: 4
Number in support: 0
Number in oppostion: 0
Number Neutral: 21

CONDITIONS OF COMMITMENT

1. Per §49.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Receipt, review and acceptance by cost certification indicating the Asbestos O&M Program will be continued.

3. Receipt, review and acceptance by closing of the construction loan of a certification by a third party certified public account or tax attorney
familiar with the construction work performed at the development from 1995 to 2005 that the work performed does not adversely affect the
development's eligibility for tax credits under Internal Revenue Code Section 42.

4. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated and an adjustment to the tax
credit amount may be warranted.

2/8/2006 10:03 AM
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TEXAS

DEPARTMENT DF HBUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
February 15, 2006
Development Information, Public Input and Board Summary

Village Park Apartments, TDHCA Number 05629

RECOMMENDATION BY THE EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED ON:

9% HTC Competitive Cycle: [ ] Score: [] Meeting a Required Set-Aside Credit Amount: $0

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0
Recommendation:
4% Housing Tax Credits with Bond Issuance: Credit Amount: $574,490

Recommendation: Recommended approval of a housing tax credit allocation not to exceed $574,490 annually for ten years,subject
to conditions.

Private Activity Bond Issuance with TDHCA: Bond Amount: $13,660,000

Recommendation: Recommend approval of issuance of $13,660,000 in Tax Exempt Mortgage Revenue Bonds with a fixed interest
rate underwritten at an all in rate of 6.11% and a 30 year amortization period, subject ot conditions.

2/8/2006 10:03 AM




Village Park Apartments

|Sources of Funds |

Series 2006 Tax-Exempt Bond Proceeds $ 13,660,000
Tax Credit Proceeds 5,306,757
Deferred Developer's Fee 1,966,079
GP Contribution 243,701
Interest Income 1,658

Total Sources $ 21,178,195

|Uses of Funds |

Acquisition and Site Work Costs $ 14,111,000
Direct Hard Construction Costs 3,308,336
Other Construction Costs (General Require, Overhead, Profit) 165,457
Indirect Construction Costs 96,200
Developer Fees 2,191,079
Direct Bond Related 383,055
Bond Purchaser Costs 769,037
Other Transaction Costs 66,555
Real Estate Closing Costs 87,476

Total Uses $ 21,178,195

[ Estimated Costsof Issuanceof theBonds |
|Direct Bond Related |

TDHCA Issuance Fee (.50% of Issuance) $ 68,300
TDHCA Application Fee 11,000
TDHCA Bond Administration Fee (2 years) 27,320
TDHCA Bond Compliance Fee ($40 per unit) 16,720
TDHCA Bond Counsel and Direct Expenses (Note 1) 85,000
TDHCA Financial Advisor and Direct Expenses 30,000
Disclosure Counsel ($5k Pub. Offered, $2.5k Priv. Placed. See Note 1) 5,000
Borrower's Counsel 30,000
Trustee Fee 7,300
Trustee's Counsel (Note 1) 3,000
Attorney General Transcript Fee 9,500
Texas Bond Review Board Application Fee 5,000
Texas Bond Review Board Issuance Fee (.025% of Reservation) 3,415
DTC, CUSIP, Misc 81,500

Total Direct Bond Related $ 383,055

Revised: 2/6/2006 Multifamily Finance Division Page: 1



Village Park Apartments

|B0nd Purchase Costs |

Letter of Credit Provider (Construction Lender) 204,900
LOC Counsel 22,000
Permanent Lender 130,940
Permanent Lender Counsel 36,000
FNMA Counsel 32,000
Equity Provider 25,000
Rating Agency 13,500
Bridge Loan Interest 165,417
Underwriter 109,280
Underwriter Counsel 30,000

Total Bond Purchase Costs $ 769,037

|Other Transaction Costs |

Tax Credit Application and Determination Fees (if paid at closing) 40,800
Miscellaneous 25,755
Total Other Transaction Costs $ 66,555

[Real Estate Closing Costs |

Title & Recording (Const.& Perm.) 87,476
Total Real Estate Costs $ 87,476
Estimated Total Costs of Issuance $ 1,306,123

Costs of issuance of up to two percent (2%) of the principal amount of the Bonds may be paid
from Bond proceeds. Costs of issuance in excess of such two percent must be paid by an equity
contribution of the Borrower.

Note 1: These estimates do not include direct, out-of-pocket expenses (i.e. travel). Actual Bond

Counsel and Disclosure Counsel are based on an hourly rate and the above estimate does not
include on-going administrative fees.

Revised: 2/6/2006 Multifamily Finance Division Page: 2



TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS

MULTIFAMILY UNDERWRITING ANALYSIS

DATE: February 6, 2006 PROGRAM: 4% HTC/MFB FILE NUMBER: 05629
DEVELOPMENT NAME |
Village Park Apartments
APPLICANT
Name: Village Park Apartments Partners, Ltd. Type: For-profit
Address: 105 Tallapoosa Street, Suite 300 City: Montgomery State: AL
Zip: 36104  Contact:  Hunter McKenzie Phone: (334) 954-4458  Fax: (334) 954-4496
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Summit America Properties, Inc (%): 0.01 Title: Managing General Partner
Name: Realty Partners, LLC (%): N/A Title: 100% member of MGP/Guarantor
Name: WDH Holdings, LLC (%): N/A Title: 78% member of Realty Partners
Name: Summit Asset Management, LLC (%): N/A Title: Developer
Name: Summit Construction, LLC (%): N/A Title: Consultant
Name: Summit America, LLC (%): N/A Title: Guarantor
Name: W Daniel Hughes, Jr (%): N/A Title: Guarantor/Owner of WDH Holdings

PROPERTY LOCATION

Location: 8701 Hammerly Boulevard [] oct X bppA
City: Houston County: Harris Zip: 77080
REQUEST
Amount Interest Rate Amortization Term
1) $574,490 N/A N/A N/A
2) $13,660,000 6.10% 30 yrs 18 yrs
1) Annual ten-year allocation of housing tax credits
Other Requested Terms:
2) Tax-exempt mortgage revenue bonds
Proposed Use of Funds: Acquisition/Rehab Property Type: Multifamily

Special Purpose (s): General population

RECOMMENDATION

RECOMMEND APPROVAL OF ISSUANCE OF $13,660,000 IN TAX-EXEMPT MORTGAGE
R REVENUE BONDS WITH A FIXED INTEREST RATE OF 6.11% WITH
AMORTIZATION PERIOD, SUBJECT TO CONDITIONS.

A 30-YEAR

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$574,490 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS

1. Receipt, review and acceptance by cost certification indicating the Asbestos O&M Program will be




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

continued;

2. Receipt, review and acceptance by closing of the construction loan of a certification by a third party
certified public account or tax attorney familiar with the construction work performed at the
development from 1995 to 2005 that the work performed does not adversely affect the development’s
eligibility for tax credits under Internal Revenue Code Section 42;

3. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the tax credit amount may be warranted.

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total 418 # Rental # Non-Res. # of
Units: —  Buildings == Buildings ~  Floors

Net Rentable SF: 374,298 Av Un SF: 895 Common Area SF: 6,134  Gross Bldg SF: 380,432

Age: 34 yrs Vacant: 30 at 12/ 01/ 2005

STRUCTURAL MATERIALS

The structures will be wood frame on a slab on grade. According to the plans provided in the application the
exteriors will be comprised as follows: 10% brick veneer/90% wood siding. The interior wall surfaces will be
drywall and the pitched roofs will be finished with composition roll.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be a combination of carpeting & vinyl. Each unit will include: range & oven, hood
& fan, refrigerator, tile tub/shower surround, washer and dryer connections, laminated counter tops, central
boiler, central heat and air conditioning, and 8-foot ceilings.

ONSITE AMENITIES

According to the Property Condition Assessment, the Subject property’s community amenities include
perimeter fencing with controlled gate access, two central laundry rooms, volleyball court, playground, central
mail kiosk, and a swimming pool. An existing building will also be converted to a community center during
the renovation.

Uncovered Parking: 627 spaces  Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Village Park is a 33-unit per acre acquisition and rehabilitation development proposed for
conversion to mixed-income housing located in the northwestern section of the City of Houston. The
development was built in 1972 and is comprised of 17 three-story and 10 two-story apartment buildings, One
leasing office, and two common laundry rooms. It should be noted, the Property Condition Assessment
indicates the development was rehabbed in 1995 through 1996. This issue is discussed in more detail in the
acquisition value paragraph of the construction cost estimate evaluation section and the conclusion to the
financing structure analysis section (below).

Development Plan: The buildings are currently 93% occupied and in a good to fair state. The Property
Condition Assessment (PCA) noted deteriorated metal stair components and support columns at a majority of
staircases and the wood railing system needs isolated repairs due to normal weathering and light damage from
tenants. The soffits were observed to be in good to fair condition with instances of minor damage at numerous
buildings. Sealant is needed at gaps and cracks in the concrete surfaces of upper level walkways. Property
management reported no current or persistent roof leaks. The flat roof areas were reportedly replaced in 1997
and a protective silver coating was applied to all roofs in 2004. There are two roofs (building #5 and #22) that
require replacement due to large areas of standing water. The apartment buildings also feature smaller areas of
sloped roofing with asphalt shingles. Instances of peeling and damaged shingles were observed at several
locations and isolated damages to gypsum soffits were observed at numerous locations. Repairs and repaint of
building exteriors are needed.

The PCA also states, no down (i.e. uninhabitable) units were reported or observed at the Property. Repair of

2
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heavily cracked lightweight concrete flooring is needed in unit #2235. According to Mr. Daniel Pereira,
Maintenance Manager, many of the package HVAC are original, but fan motors, coils, etc. have been replaced
as needed. Forty-six of the original units should be replaced with new split system components. Wiring that
runs from the circuit breakers to the light switches and outlets throughout buildings #1 through #22 at the
Property was observed to be aluminum. Apartments in remaining buildings were noted to have copper branch
wiring. In order to prevent a potential electrical hazard, property management should install copper/aluminum
rated (COALR) receptacles (switches and outlets) in the apartment units with aluminum wiring. Though not
required by code at the time of construction, Property management may wish to install GFI outlets near
kitchen and bathroom sinks.

Finally the PCA indicates several areas of deteriorated asphalt pavement were observed in driveways
throughout the site. Based on current conditions of the asphalt surfaces, minor repair, seal coat application
and restriping is recommended at this time. Trip hazards due to damaged or settled sidewalks should be
repaired. Steps into the existing pool do not feature hand rails. Although not required, property management
may consider installing hand rails at pool steps as a general accessibility improvement. The chain link fence at
the east site perimeter is damaged. REA noted no deficiencies with respect to lighting at the Property.
Trimming of trees contacting building exteriors is needed at this time. Isolated cracks in the concrete deck
surrounding the pool area should be sealed. Accessible compliant hardware should be installed at the leasing
office entry door. Total cost for immediate repairs is $250,000.

In response to a request, the Applicant provided a revised PCA providing a breakdown of costs for
rehabilitation work proposed by the Applicant. Proposed work includes: asphalt overlay over existing
parking; repair of damaged pilasters at entrance; repair of eroded areas and new landscaping; installation of a
surveillance system; repair to chain link fencing; repair of the playground; testing of the galvanized piping;
addition of accessible parking areas; repair and repaint of exterior components; repair of damaged gypsum
soffits; tree trimming; repair and repaint of miscellaneous wood trim, columns, rails, and exterior doors;
installation of vinyl at building walkways and balcony areas; repair of asphalt shingles and other roofing; new
building signage; repair of stairs and landings; repair of concrete walks; installation of miscellaneous column
supports at connecting walks between buildings; replacement of aluminum windows; replacement of
appliances; replacement of cabinetry and countertops; installation of new smoke detectors; provision of GFI
outlets in kitchens and bathrooms; CO/ALR outlets to be installed in units with aluminum wiring; replacement
of HVAG,; retrofit of 5% of unit for accessibility; renovation of clubhouse interior. The total budget reviewed
and confirmed by the PCA provider is $2,902,070.

According to a letter dated December 12, 2005, “Summit Asset Management, LLC does not intend to relocate
or displace any residents during the rehabilitation of Village Park Apartments. A rolling rehabilitation is
performed around the residents to ensure that their lifestyle does not become disrupted.”

SITE ISSUES

SITE DESCRIPTION

Size: 12.7052 acres 553,439 square feet Flood Zone Designation: Zone X

Zoning:  No zoning in Houston

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The development is located at 8701 Hammerly Boulevard in Houston. The Subject has frontage
along Hammerly Boulevard, which is a heavily traveled, four-lane residential street. The Subject also has
frontage along Ojeman Road, which is a lightly traveled, two-lane residential street running along the eastern
property boundary.

Adjacent Land Uses:

 North: Hammerly Boulevard followed by Cedar Brook Elementary School;

 South: Storage facility;

¢ East: Ojeman Road followed by commercial (Lanehart Electric Contractors), vacant land, and a small
office building; and

West: Hammerly Walk Apartments.
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Site_Access: Primary access to the site is via Hammerly Boulevard, which is a four-lane heavily traveled
thoroughfare through the neighborhood. Access is also provided at two locations along Ojeman Road, a
lightly traveled two-lane residential street. The Subject is also located within 0.1 mile of Bingle Road, which
is a major north-south roadway in this area that connects with Interstate 10 and U.S. Highway 290. Interstate
10 is approximately two miles south of the Subject, and U.S. Highway 290 is approximately 2.5 miles to the
northeast.

Public Transportation: “The Metropolitan Transit Authority of Harris County (METRO) provides public bus
transportation to the City of Houston. Metro operates 130 routes, has 17 transit centers and 27 park and ride
lots. The nearest bus stop is located in directly in front of the Subject property on Hammerly Boulevard (Route
#58)” (p. 24, Market Study).

Shopping & Services: The site is within two miles of major grocery/pharmacies, shopping centers, and a
variety of other retail establishments and restaurants. Schools, churches, and hospitals and health care
facilities are located within a short driving distance from the site.

Site Inspection Findings: TDHCA staff performed a site inspection on January 12, 2006 and found the
location to be acceptable for the proposed development.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase I Environmental Site Assessment report dated December 12, 2005 was prepared by Real Estate
Advisory, LLC (REA) and contained the following findings and recommendations:

Findings:

 Asbestos-Containing Materials (ACM): “An Asbestos Operations and Maintenance (O&M) Plan is
currently in place at the Property. The O&M plan was initiated based on the findings of an Asbestos
Survey conducted at the Property dated September 28, 2004. The O&M discussed findings from the
Asbestos Survey and identified wall texture material, ceiling texture material, and floor tile mastic as
asbestos-containing materials (ACM)” (p. iii).

 Lead-Based Paint (LBP): “Sampling conducted by REA did not identify LBP at the Property. Therefore,
REA considers the potential for significant applications of LBP at the Property to be unlikely” (p. 21).

 Radon: “Detected levels of radon gas were below the USEPA action level of 4.0 pCi/L. Therefore, radon
is not considered an environmental concern at the Property” (p. 22).

1 Floodplain: “REA reviewed a National Flood Insurance Program (NFIP) Flood Insurance Rate Map
(FIRM) for Harris County, Texas and Incorporated Areas (Community 48201C, Panel 0645J, dated
November 6, 1996). According to the FIRM, the Property is located in unshaded Zone X. Unshaded Zone
X is identified as areas outside the 500-year flood zone; such areas are not considered flood hazard areas”
(p- 8).

Recommendations: “REA did not locate recognized environmental conditions that would impose a liability,

restrict the use, limit the development, or impact the value or marketability of the Property...REA

recommends continuing the Asbestos O&M Program. No further environmental investigation is recommended

at this time” (p. iv). Receipt, review and acceptance at cost certification indicating the Asbestos O&M

Program will be continued is a condition of this report.

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. The Village Park was included in the August 15 collapse and the 2005 non-traditional carryforward.
Three-hundred and fifty-five (355) units (85%) will be reserved for households earning 60% or less of AMGI,
and the remaining 63 units will be offered at market rents.

MAXIMUM ELIGIBLE INCOMES
1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

60% of AMI $25,620 $29,280 $32,940 $36,600 $39,540 $42.,480
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MARKET HIGHLIGHTS

A market feasibility study with an effective date of September 28, 2005 was prepared by Novogradac and
Company (“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “For the purpose of this Study, the Subject’s Primary Market
Area (PMA) is defined as two zip code areas: 77080 and 77055. This area encompasses approximately 17
square miles and is bounded by Clay Road to the north, Hempstead Road to the east, Interstate 10 to the south
and Gessner Road to the west, as depicted on the following page. This area was defined based on
conversations with local property managers (including the Subject’s), city officials, natural physical barriers
and overall similarities in market characteristics observed during the field investigation. It is assumed 100
percent of the income qualified demand for the Subject will be generated from within the PMA” (p. 12).
Population: The estimated 2004 population of the PMA was 92,626 and is expected to increase to
approximately 96,860 by 2009. Within the primary market area there were estimated to be 29,606 households
in 2004.

Total Primary Market Demand for Rental Units: “The PMA has an older residential base with
approximately 80 percent of the housing stock constructed prior to 1980. The development pattern in the PMA
suggests a slowing trend, with less than nine percent of the housing stock being built since 1990. The Subject
was originally constructed in 1972. However, since the Subject will offer above-average condition and good
curb appeal after renovation, it should have a competitive advantage in terms of age/condition relative to most
of the properties in the PMA” (p. 27).

The Market Analyst used an income band of $21,120 to $39,540. “Minimum income levels were calculated
based on the assumption that lower income families should pay no more than 35 percent of their income to
gross rent” (p. 78).

The Market Analyst calculated projected renter household demand by bedroom type. The total number of
households in the PMA in 2004 were categorized as one- to +seven-person households, a renter percentage
specific to the household size was applied, and a standard income-eligible percentage of 26.29% was also
applied, as follows:

Type No. Households Renters Inc-Eligible Total
1 person 6,582 56.37% 26.29% 976
2 persons 7,846 41.72% 26.29% 861
3 persons 4,828 59.79% 26.29% 759
4 persons 4,488 63.76% 26.29% 752
5 persons 2,863 69.98% 26.29% 527
6 persons 1,493 73.34% 26.29% 288

+7 persons 1,507 72.02% 26.29% 285

Total 29,606 4,448

Based on this analysis and the current distribution of households by number of persons at the subject
development, a total demand for 3,438 affordable units was calculated resulting in a capture rate of 3.08% for
the development’s three studio units; 13.23% for the 126 one-bedroom units; 14.09% for the 175 two-
bedroom units; and 4.45% for the 51 three-bedroom units (p. 80).

The Market Analyst also provided a demand analysis based on overall turnover and household growth demand
in the PMA. The Market Analyst assumed income-qualified households at 26.3% of total households; renter
households at 57.5%; and percentage of rent-overburdened households (turnover) at 27.5% (p. 81).
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PRIMARY MARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 45 4% 32 3%
Resident Turnover 1,233 96% 1,237 97%
TOTAL ANNUAL DEMAND 1,278 100% 1,269 100%

Ref: p. 81

Inclusive Capture Rate: “Based on conversations with the developer and the property manager, it is
estimated that approximately 80 percent of the existing tenants will likely be income qualified under the
LIHTC Program after converting from a market rate property” (p. 77). “To be conservative, Novogradac has
estimated the inclusive capture rate assuming 50 percent of the Subject’s LIHTC units will be unoccupied
upon completion of the renovation. Although Windcrest on Westview is not currently maintaining an
occupancy rate of 90 percent, we did not deduct these 154 units from the demand because the property is an
existing LIHTC property that has previously reached stabilization of at least 90 percent. No new LIHTC
properties are planned for the PMA. Thus, there are an estimated 178 unstabilized LIHTC units in the PMA,
including the Subject property. Dividing the 178 unstabilized LIHTC units into the total demand of 1,278
income qualified renter households indicates an inclusive capture rate of approximately 13.9 percent” (p. 81).

The Underwriter calculated an inclusive capture rate of 28% based upon a supply of unstabilized comparable
affordable units of 355 (the total number of subject affordable units proposed) divided by a demand for 1,269
affordable units in the PMA. However, the subject development is currently 93% occupied, and it is likely the
existing tenants will choose to remain at the property. Therefore, an inclusive capture rate calculation is not a
meaningful tool for determining the feasibility of the subject development.

Market Rent Comparables: “To evaluate the competitive position of the Subject, a total of seven comparable
LIHTC and market-rate properties were screened to ascertain whether these properties would compete directly
with the Subject for prospective low-income tenants. Each of these properties is located within two miles of
the Subject. Properties that were deemed most comparable were also surveyed in depth for information on unit
mix, size, absorption (if new), unit features and project/unit amenities tenant profiles, rental and utility
structure, construction information and market trends in general” (p. 32).

| RENT ANALYSIS (net tenant-paid rents)

[Unit Type (Yo AMI) Proposed Program Max | Differential Est. Market Differential
Efficiency (60%) $570 $640 -$70 $575 -$5
Efficiency (MR) $570 N/A $575 -$5
1-BR 672 SF (60%) $586 $686 -$100 $670 -$84
1-BR 672 SF (MR) $586 N/A $670 -$84
1-BR 758 SF (60%) $592 $686 -$94 $670 -$78
1-BR 758 SF (MR) $592 N/A $670 -$78
2-BR/1BA 864 SF (60%) $690 $823 -$133 $775 -$85
2- BR/1BA 864 SF (MR) $690 N/A $775 -$85
2-BR/1BA 869 SF (60%) $696 $823 -$127 $775 -$79
2- BR/1BA 969 SF (MR) $696 N/A $775 -$79
2-BR/1BA 959 SF (60%) $693 $823 -$130 $775 -$82
2- BR/1BA 959 SF (MR) $693 N/A $775 -$82
2-BR/2BA 1,026 SF (60%) $750 $823 -$73 $850 -$100
2- BR/2BA 1,026 SF (MR) $750 N/A $850 -$100
2-BR/2BA 1,040 SF (60%) $747 $823 -$76 $850 -$103
2- BR/2BA 1,040 SF (MR) $747 N/A $850 -$103
3-Bedroom (60%) $866 $951 -$85 $940 -$74
3-Bedroom (MR) $866 N/A $940 -$74

(NOTE: Differentials are amount of difference between proposed rents and program limits and average market rents, e.g., proposed rent =$500,
program max =$600, differential = -$100)
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Primary Market Occupancy Rates: “The vacancy rate for the comparable properties range from zero to 14.1
percent, with the overall weighted average of 6.2 percent. The average vacancy rate of the two comparable
LIHTC properties is 4.4 percent. The closest LIHTC property is reporting 0.7 percent vacancy and the two
closest market rate properties are reporting an average vacancy rate of approximately 8.8 percent. The Subject
property is currently operating at approximately 6.0 percent vacancy as a market rate property, which appears
consistent with the overall average of the comparable properties” (p. 39).

Absorption Projections: “The three recently constructed LIHTC properties reported absorption rates ranging
from 12 to 33 units per month, with an average of approximately 19 units per month. The two LIHTC
properties that were acquired and rehabilitated experienced considerably higher absorption rates than new
construction because most of the previous tenants remained in place during and after conversion to LIHTC.
The Subject property will likely experience an absorption rate that is more comparable to Peninsula
Apartments and Yale Village since the developer estimates that approximately 80 percent of the existing
tenant base at the Subject will be income qualified once the property converts to LIHTC. After renovation, the
existing tenant base at the Subject will benefit from improvements to the site, exterior finishes, unit
appliances, a new community center and rents that are below achievable market rents. Thus, if we
conservatively assume an absorption rate of 60 units per month overall, the absorption period is estimated to
be approximately seven months to reach stabilization of 95 percent occupancy” (p. 38).

Known Planned Development: “We spoke to Ms. Renissa Montalvo, a planner with the City of Houston
Planning Department. According to a record search done by Ms. Montalvo, there are no planned multifamily
developments in the general area of the Subject” (p. 29).

Other Relevant Information: “At this time, we cannot know how many people displaced by Hurricane
Katrina or Rita will become permanent residents of a particular community. Based on the results of this
survey, less than one percent of the tenants at the comparable properties are Hurricane Katrina or Rita
evacuees. Thus, it appears to have a negligible impact on the demand for housing in this area. We have
researched numerous articles and discussed with numerous participants this issue. However, there is no
consensus on the long-term impact on demand in this region” (p. 37).

Market Study Analysis/Conclusions: The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant calculated tenant-paid rents by subtracting the current utility allowance for tenant-paid
electric costs from gross rents that are inconsistent with program gross rent limits. Application materials
indicate tenants are currently responsible for no utility expenses. Although the units are not individually
metered for electric usage and there is no plan to add individual meters, the Applicant plans to charge both
LIHTC and market rate unit tenants a pass-through utility cost capped at the utility allowance for electric
costs. It should be noted the development’s water is heated through a central boiler system. The pass-through
payments were included in the Applicant’s proforma as a secondary source of income.

Section 1.32(d)(1)(A)(ii) of the underwriting rules and guidelines state units must be individually metered for
utility costs to be paid by the tenant. Based on this guideline, the Underwriter has calculated potential gross
rent by assuming no utility allowance. In addition, the tenant-paid rent assumptions were limited to the lesser
of the gross program rent limit and the market rents indicated in the submitted Market Study. If the Applicant
revises rehabilitation plans to include installation of individual unit meters for utility costs, review of the
conclusions of this analysis by the Underwriter will be required.

Secondary income from sources other than utility reimbursement meets current underwriting guidelines. The
Applicant has assumed a vacancy and collection loss at 7.0% that is slightly less than the underwriting
guideline of 7.5%. Despite differences in tenant-paid rent calculations and vacancy loss assumptions, the
Applicant’s effective gross income is within 5% of the Underwriter’s estimate.

Expenses: The Applicant’s total annual operating expense of $5,684 per unit is within 5% of the
Underwriter’s estimate of $5,691. The Underwriter calculated individual line item expenses based on TDHCA
regional database information for developments of similar size, IREM database information, and the
development’s operating history. Several of the Applicant’s line-item expenses are inconsistent with the

7




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
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Underwriter’s estimates, including: general and administrative ($90K lower); payroll ($93K lower); repair and
maintenance ($72K lower); and utilities ($274K higher). The Applicant also failed to include compliance fees
at $40 per unit. It should be noted, the underwriting minimum guideline for rehabilitation developments of
$300 per unit per year for replacement reserve appears to be adequate to meet the expected repairs estimated
by the Property Condition providers at $3.3M over the 30-year proforma.

Conclusion: The Applicant’s effective gross income, total operating expense, and net operating income are
each within 5% of the Underwriter’s estimate. Therefore, the Applicant’s Year 1 proforma will be used to
determine the development’s debt service capacity and long term feasibility. It should be noted, although the
Applicant has requested a bond rate of 6.10%, the permanent lender’s underwriting rate of 6.11% was used to
estimate debt service in this analysis. Both the Underwriter’s and the Applicant’s estimates indicate the
committed financing structure results in an initial debt coverage ratio (DCR) that is within the Department’s
DCR guideline of 1.10 to 1.30.

ACQUISITION VALUATION INFORMATION

APPRAISED VALUE

Land Only: 12.7051 acres $1,675,000 Date of Valuation: 09/ 28/ 2005
Existing Building(s): “as is” $12,425,000 Date of Valuation: 09/ 28/ 2005
Total Development: “as is” $14,100,000 Date of Valuation: 09/ 28/ 2005
Appraiser: Novogradac & Company City:  Austin Phone: (512)  340-0420

APPRAISAL ANALYSIS/CONCLUSIONS

Highest and Best Use: The Appraiser has assumed a highest and best use as vacant of construction of a
multifamily development with financial subsidies such as tax credits, favorable financing or some other gap
subsidy and a highest and best use as improved of rehabilitation of the Subject using tax credit equity,
favorable financing or some other gap subsidy to fund needed renovations, which will extend the physical and
economic life of the improvements.

Cost Approach: “The cost approach consists of a summation of land value (as though vacant) and the cost to
reproduce or replace the improvements, less appropriate deductions for depreciation. Reproduction cost is the
cost to construct a replica of the Subject improvements. Replacement cost is the cost to construct
improvements having equal utility. This valuation technique was not undertaken since we do not believe the
approach would yield a reliable indication of value for the Subject property.

To arrive at an estimated land value for the Subject site, we attempted to analyze actual sales of comparable
sites in the competitive area. Even though we do not deem the Subject to be in a speculative market, a sale
history has been provided where pertinent. The adjusted sales indicate a range from $2,165 to $5,518 per unit,
and an average of $3,987 per unit. All of the comparable land sales have received approximately equivalent
weight in the overall value conclusion. Thus, the estimated value for the Subject property’s land is $4,000 per
unit, which equates to approximately 12 percent of the current purchase price of $13,700,000. Thus, the
indicated fee simple value of the Subject’s land (as vacant), via the sales comparison approach, as of
September 28, 2005, is: $1,675,000.”

Income Capitalization Approach: “The income capitalization approach requires estimation of the anticipated
economic benefits of ownership, gross and net incomes, and capitalization of these estimates into an indication
of value using investor yield or return requirements. Yield requirements reflect the expectations of investors in
terms of property performance, risk and alternative investment possibilities. The Subject is an income
producing property and this is considered to be the best method of valuation.

In order to estimate the appropriate capitalization rate, we relied upon several methods: Market Extraction
Method — Trend Analysis; Market Extraction Method — Comparable Properties; The Korpacz Survey; Band of
Investment; and Debt Coverage Formula. We reconciled to an 8.50 percent capitalization rate for the ‘as is’
scenario. As a result of our analysis of the Subject, the estimated market value assuming ‘as is,” in the fee
simple, via the income capitalization approach, as of September 28, 2005 is: $14,100,000.”

Sales Comparison Approach: “In the sales comparison approach, we estimate the value of a property by
8
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comparing it with similar, recently sold properties in surrounding or competing areas. Inherent in this
approach is the principle of substitution, which holds that when a property is replaceable in the market, its
value tends to be set at the cost of acquiring an equally desirable substitute property, assuming that no costly
delay is encountered in making the substitution. There is adequate information to use the sales comparison
approach using the EGIM and NOI/unit analysis in valuing the Subject property.

We attempted to identify sales of comparable rental properties in the PMA that were similar to the Subject in
terms of age, condition, number of units and amenities before and after completing the proposed renovations.
We were successful in identifying six reasonably similar transactions of multifamily properties in this general
market area. [The transaction dates range from April 2003 to March 2005 for 256- to 424-unit developments.]
The Subject’s ‘as is’ market value assuming market rents, as of September 28, 2005, via the sales comparison
approach, is: $13,500,000.”

Conclusion: “In the final analysis, we considered the influence of the three approaches in relation to one
another and in relation to the Subject. In the case of the Subject several components of value can only be
valued using either the income or sales comparison approach. As a result of Novogradac’s investigation and
analysis, it is our opinion that, subject to the limiting conditions and assumptions contained herein, the
estimated land value ‘as vacant’, of the fee simple interest in the Subject, free and clear of financing, as of
September 28, 2005, is: $1,675,000 [and] the estimated market value ‘as is’, of the fee simple interest in the
Subject, free and clear of financing, as of September 28, 2005, is: $14,100,000.”

ASSESSED VALUE
Land: 12.71 acres $1,383,720 Assessment for the Year of: 2005
Building: $7,771,240 Valuation by: Harris County Appraisal District
Total Assessed Value: $9,154,960 Tax Rate: 3.10377

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Purchase and Sale Agreement (12.705 acres)

g::let.ract Expiration 01/ 31/ 2006 Anticipated Closing Date: 02/ 28/ 2006
Acquisition Cost: $13,700,000 (2" Amendment) Other Terms/Conditions:

Seller:  Brittany Village Park, LP Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The development cost of $32,697 per unit is substantiated by the appraisal and is assumed
to be reasonable since the acquisition is an arm’s-length transaction. The Applicant also estimated closing and
other ineligible acquisition costs totaling $411,000.

Due to the mention in the Property Condition Assessment of rehabilitation work completed on the
development in 1996, the development’s eligibility for tax credits based on the acquisition cost of the existing
buildings is in question. In response to a request, the Applicant submitted a list of rehabilitation work
completed from 1996 to 2004 indicating the cost of the work, the basis of the buildings at the beginning of the
period and the costs as a percentage of the beginning basis. It should be noted the Applicant certified in
Volume 3, Tab 6, Part C of the uniform application that no rehabilitation work greater than 25% of the
building’s adjusted basis was performed in the previous ten years. For purposes of this analysis, the
Underwriter will assume that the development is eligible for acquisition tax credits; however, the
recommendations of this report are conditioned upon receipt, review and acceptance of a certification by a
third party certified public account or tax attorney familiar with the construction work performed at the
development from 1995 to 2005 that the work performed does not adversely affect the development’s
eligibility for tax credits under Internal Revenue Code Section 42.

The Applicant has claimed an acquisition eligible basis for the existing buildings of $12,316,280 based on a
land value of $1,383,720. The tax assessment also indicates a land value at $1,383,720; however, the
appraisal commissioned by the Applicant gives a current value of $1,675,000 based on comparable land sales.
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The underwriting analysis assumes the appraised land value of $1,675,000 providing for a more conservative
acquisition eligible basis of $12,025,000.

Sitework Cost: Since this is a proposed rehabilitation the associated sitework costs are minimal. The
Applicant has estimated sitework costs of $2,888 per unit, which is inconsistent with the estimate in the
Property Condition Assessment.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $720K or 30% lower than the
estimate provided in the Property Condition Assessment.

It should be noted the total sitework and direct construction cost indicated in the Applicant’s development cost
schedule is consistent with the total indicated in the Property Condition Assessment (PCA). It appears the
Applicant and PCA-provider have different methodology for characterizing costs as part of sitework.

The total rehabilitation hard costs of $8,310 per unit is greater than the 2005 minimum requirement of $6,000,
but less than the 2006 minimum of $12,000.

Interim Financing Fees: The Applicant did not characterize any developments costs as interim interest. In
fact, only $30,945 of financing costs is included in their eligible basis estimate.

Fees: The Applicant’s contractor’s and developer’s fees for general requirements, general and administrative
expenses, and profit are all within the maximums allowed by TDHCA guidelines.

Conclusion: The Applicant has claimed the 30% boost in eligible basis due to the recent characterization of
Harris County as a difficult development area.

The Applicant’s total development cost is within 5% of the Underwriter’s estimate. However, the
Underwriter’s estimate reflects the verifiable development costs and an eligible basis estimate that meets
current underwriting guidelines; therefore, the Underwriter’s development cost schedule will be used to
estimate eligible basis and determine the development’s need for permanent funds. An eligible basis of
$18,069,749, as adjusted by the Underwriter for overstated acquisition basis, supports annual tax credits of
$581,511. This figure will be compared to the Applicant’s request and the tax credits calculated based on the
gap in need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

INTERIM CONSTRUCTION FINANCING

Source:  Regions Bank Contact:  E Spencer Knight

Principal Amount:  $13,796,600 Fees: 1% at issuance; 1% per year

Additional Information:  Letter of credit

Amortization: N/A  yrs Term: 30 mos Commitment: [] Lol X Firm [] Conditional

PERMANENT BOND FINANCING

Source:  Fannie Mae via Greystone Servicing Corporation, Inc ~ Contact: ~ Kelly Davis

Tax-Exempt Amount:  $13,660,000 Interest Rate: 6.11% fixed lender’s underwriting rate

Additional Information: ~ 30-year credit enhancement at 46 bps per year

Amortization: 30 yrs Term: 30 yrs Commitment: [ | LOI [] Firm [X] Conditional

Annual Payment: $994,406 Lien Priority: 1 Date: 01/ 17/ 2006
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TAX CREDIT SYNDICATION

Source:  Guilford Capital Corporation Contact: Matt Edwards

Net Proceeds: $5,368,683 Net Syndication Rate (per $1.00 of 10-yr HTC) 95¢
Commitment: X Lol [] Firm [] Conditional Date: 12/ 28/ 2005
Additional Information: $565,124 anticipated annually in tax credits

APPLICANT EQUITY

Amount:  $278,586 Source: Cash Equity

Amount:  $1,930,196 Source: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Permanent Bond Financing: TDHCA will be the issuer of the bonds and the Applicant’s financing plan
includes credit enhancement by Fannie Mae and a public offering. The permanent financing commitment is
generally consistent with the terms reflected in the sources and uses of funds listed in the application.
However, the Applicant estimates annual debt service of $998,647, which is higher than the debt service of
$994,406 resulting from the terms of the commitment.

HTC Syndication: The tax credit syndication commitment is inconsistent with the terms reflected in the
sources and uses of funds listed in the application. While the application form indicates a syndication rate of
93%, the letter of interest commits to 95%.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $1,930,196 amount to
80% of the total proposed fees. The underwriting analysis includes the proposed cash equity of $278,586 with
anticipated deferred fees.

Financing Conclusions: The proforma analysis indicates the development can support the requested bond
allocation of $13,660,000 at the lender’s underwriting rate of 6.11%. As stated above, the Underwriter’s cost
schedule was used to calculate the development’s eligible basis. However, the Applicant’s request is less than
both the annual tax credits based on the estimated eligible basis and the tax credit resulting from the gap
method; therefore, the recommended annual tax credit allocation is $574,490. The anticipated deferred fees of
$2,093,897, or 87% of eligible developer fees, appear to be repayable from cashflow within ten years of
stabilized operation.

Should it be found that the development does not qualify for acquisition tax credits, the development would be
characterized as infeasible based on current underwriting guidelines. The development would not be
recommended for a tax credit or bond allocation.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, and Property Manager are related entities. These are common relationships for
HTC-funded developments.

APPLICANT'S/PRINCIPALS’ FINANCIAL HIGHLIGHTS, BACKGROUND, and EXPERIENCE

Financial Highlights:

 The Applicant is a single-purpose entity created for the purpose of receiving assistance from TDHCA and
therefore has no material financial statements.

§ Summit America Properties, Inc, the General Partner, submitted a preliminary consolidated balance sheet
as of December 31, 2004 indicating total asset of $786K comprised of $787K in notes receivable,
investments in partnerships, and $4K in loan costs. Liabilities total $796K for negative equity of $10K.

 Realty Partners, LLC, 100% owner of the General Partner, submitted a consolidated financial statement
worksheet for 2004 indicating total assets of $72.4M comprised of $2.4M in current assets, $3M in
restricted assets, $63.2M in real property net of accumulated depreciation, and $3.7M in intangibles.
Liabilities total $75.8M for negative net assets of $327K.

¢ WDH Holdings, LLC, member of the owner of the General Partner, submitted an unedited balance sheet
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as of April 30, 2005 indicating total assets of $10.2M comprised of $5K in cash and $10.2M in equity
investments in closely held companies. Liabilities totaled $500K in notes payable for net assets of $9.7M.

¢ Summit America, LLC, a proposed guarantor of permanent financing, submitted consolidated balance
sheets as of March 31, 2005 indicating total assets of $32.5M comprised of $8.4M in current assets,
$15.9M in property, plant and equipment, and $8.2M in other assets. Liabilities total $25.7M resulting in
net assets of $6.8M.

§ W Daniel Hughes, Jr, proposed guarantor of permanent financing and 100% owner of WDH Holdings,
LLC, also submitted an unaudited financial statement.

Background & Experience: Multifamily Finance Production staff has verified that the Department’s

experience requirements have been met and Portfolio Management and Compliance staff will ensure that the

proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

§ Significant inconsistencies in the application could affect the financial feasibility of the development.

Underwriter: Date: February 6, 2006
Lisa Vecchietti
Director of Real Estate Analysis: Date: February 6, 2006

Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS
Village Park, Houston, 4% HTC #05629

Type of Unit Number Bedrooms | No. of Baths Size in SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SF Utilities Wtr, Swr, Trsh
TC 60% 3 0 1 537 $640 $575 $1,725 $1.07 $55.00 $26.31
MR 1 0 1 537 $575 575 1.07 55.00 26.31
TC 60% 102 1 1 672 686 670 68,340 1.00 65.00 32.31
MR 18 1 1 672 670 12,060 1.00 65.00 32.31
TC 60% 24 1 1 758 686 670 16,080 0.88 65.00 32.31
MR 4 1 1 758 670 2,680 0.88 65.00 32.31
TC 60% 31 2 1 864 823 775 24,025 0.90 80.00 38.31
MR 5 2 1 864 775 3,875 0.90 80.00 38.31
TC 60% 25 2 1 869 823 775 19,375 0.89 80.00 38.31
MR 5 2 1 869 775 3,875 0.89 80.00 38.31
TC 60% 7 2 1 959 823 775 5,425 0.81 80.00 38.31
MR 1 2 1 959 775 775 0.81 80.00 38.31
TC 60% 51 2 2 1,026 823 823 41,973 0.80 80.00 38.31
MR 9 2 2 1,026 823 7,407 0.80 80.00 38.31
TC 60% 61 2 2 1,040 823 823 50,203 0.79 80.00 38.31
MR 11 2 2 1,040 823 9,053 0.79 80.00 38.31
TC 60% 51 3 2 1,150 951 940 47,940 0.82 94.00 51.31
MR 9 3 2 1,150 940 8,460 0.82 94.00 51.31
TOTAL: 418 AVERAGE: 895 $672 $775 $323,846 $0.87 $76.46 $37.94
INCOME Total Net Rentable Sq Ft: 374,298 TDHCA APPLICANT Comptroller's Region 6
POTENTIAL GROSS RENT $3,886,152 $3,494,208 IREM Region Houston
Secondary Income Per Unit Per Month: $15.00 75,240 75,240 $15.00 Per Unit Per Month
Other Support Income: Utility Reimbursement 0 316,008 $63.00 Per Unit Per Month
POTENTIAL GROSS INCOME $3,961,392 $3,885,456
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (297,104) (271,980) -7.00% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $3,664,288 $3,613,476
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI
General & Administrative 3.70% $324 0.36 $135,600 $46,000 $0.12 $110 1.27%
Management 3.72% 326 0.36 136,190 145,573 0.39 348 4.03%
Payroll & Payroll Tax 11.49% 1,007 1.13 421,086 328,000 0.88 785 9.08%
Repairs & Maintenance 4.39% 385 0.43 161,028 88,980 0.24 213 2.46%
Utilities 16.83% 1,476 1.65 616,767 891,154 2.38 2,132 24.66%
Water, Sewer, & Trash 6.61% 579 0.65 242,047 277,193 0.74 663 7.67%
Property Insurance 2.55% 224 0.25 93,575 94,050 0.25 225 2.60%
Property Tax 3.10377 8.85% 776 0.87 324,344 272,948 0.73 653 7.55%
Reserve for Replacements 3.42% 300 0.34 125,400 125,700 0.34 301 3.48%
Compliance, contract labor, security 3.35% 204 0.33 122,880 106,160 0.28 254 2.94%
TOTAL EXPENSES 64.92% $5,691 $6.36 $2,378,917 $2,375,758 $6.35 $5,684 65.75%
NET OPERATING INC 35.08% $3,075 $3.43 $1,285,370 $1,237,718 $3.31 $2,961 34.25%
DEBT SERVICE
First Lien Mortgage 27.14% $2,379 $2.66 $994,406 $998,647 $2.67 $2,389 27.64%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 7.94% $696 $0.78 $290,964 $239,071 $0.64 $572 6.62%
AGGREGATE DEBT COVERAGE RATIO 1.29 1.24
RECOMMENDED DEBT COVERAGE RATIO 1.24
CONSTRUCTION COST
Description FEactor % of TOTAL PER UNIT PER SQFT TDHCA APPLICANT PER SQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 65.13% $33,758 $37.70 $14,111,000 $14,111,000 $37.70 $33,758 66.53%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 2.25% 1,165 1.30 487,000 1,207,342 3.23 2,888 5.69%
Direct Construction 11.15% 5,778 6.45 2,415,070 1,694,708 4.53 4,054 7.99%
Contingency 5.70% 0.76% 396 0.44 165,417 165,417 0.44 396 0.78%
General Req'ts 6.00% 0.80% 417 0.47 174,123 174,123 0.47 417 0.82%
Contractor's G & A 2.00% 0.27% 139 0.16 58,039 58,039 0.16 139 0.27%
Contractor's Profit 6.00% 0.80% 417 0.47 174,123 174,123 0.47 417 0.82%
Indirect Construction 0.48% 249 0.28 104,210 104,210 0.28 249 0.49%
Ineligible Costs 4.67% 2,420 2.70 1,011,588 1,011,588 2.70 2,420 4.77%
Developer's G & A 2.00% 1.45% 752 0.84 314,257 0 0.00 0 0.00%
Developer's Profit 13.00% 9.43% 4,887 5.46 2,042,667 2,400,613 6.41 5,743 11.32%
Interim Financing 0.51% 263 0.29 109,843 109,843 0.29 263 0.52%
Reserves 2.30% 1,192 1.33 498,142 0 0.00 0 0.00%
TOTAL COST 100.00% $51,831 $57.88 $21,665,479 | $21,211,006 $56.67 $50,744 100.00%
Recap-Hard Construction Costs 16.03% $8,310 $9.28 $3,473,772 $3,473,752 $9.28 $8,310 16.38%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 63.05% $32,679 $36.49 $13,660,000 $13,660,000 $13,660,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $2,400,613
HTC Syndication Proceeds 24.78% $12,844 $14.34 5,368,683 5,342,224 5,457,109 % of Dev. Fee Deferred
Deferred Developer Fees 10.19% $5,284 $5.90 2,208,782 2,208,782 2,093,897 87%
Additional (Excess) Funds Req'd 1.98% $1,024 $1.14 428,014 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $21,665,479 | $21,211,006 $21,211,006 $4,538,272
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Village Park, Houston, 4% HTC #05629

PAYMENT COMPUTATION
Primary | $13660000 | Amort [ 360
Int Rate 6.11% DCR [ 129
Secondary $0 Amort
Int Rate 0.00% Subtotal DCR 1.29
Additional $5,342,224 Amort
Int Rate Aggregate DCR 1.29
RECOMMENDED FINANCING STRUCTURE APPLICANT'S N
Primary Debt Service $994,406
Secondary Debt Service 0
Additional Debt Service 0
NET CASH FLOW $243,312
Primary $13,660,000 Amort 360
Int Rate 6.11% DCR 1.24
Secondary $0 Amort 0
Int Rate 0.00% Subtotal DCR 1.24
Additional $5,342,224 Amort 0
Int Rate 0.00% Aggregate DCR 1.24
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT  $3,494,208  $3,599,034 $3,707,005 $3,818,215 $3,932,762 $4,559,149 $5,285,303 $6,127,115  $8,234,330
Secondary Income 75,240 77,497 79,822 82,217 84,683 98,171 113,807 131,934 177,308
Contractor's Profit 316,008 325,488 335,253 345,310 355,670 412,319 477,990 554,122 744,694
POTENTIAL GROSS INCOME 3,885,456 4,002,020 4,122,080 4,245,743 4,373,115 5,069,639 5,877,101 6,813,171 9,156,332
Vacancy & Collection Loss (271,980)  (300,151) (309,156) (318,431) (327,984) (380,223) (440,783) (510,988) (686,725)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $3,613,476  $3,701,868 $3,812,924 $3,927,312 $4,045,131 $4,689,416 $5,436,318 $6,302,183  $8,469,607
EXPENSES at 4.00%
General & Administrative $46,000 $47,840 $49,754 $51,744 $53,813 $65,472 $79,657 $96,915 $143,458
Management 145,573 149133.981 153608.0001 158216.2401 162962.7273 188918.4649 219008.2785 253890.6193 341207.7618
Payroll & Payroll Tax 328,000 341,120 354,765 368,955 383,714 466,846 567,990 691,047 1,022,918
Repairs & Maintenance 88,980 92,539 96,241 100,090 104,094 126,646 154,085 187,467 277,498
Utilities 891,154 926,800 963,872 1,002,427 1,042,524 1,268,390 1,543,190 1,877,527 2,779,199
Water, Sewer & Trash 277,193 288,281 299,812 311,804 324,277 394,532 480,009 584,004 864,468
Insurance 94,050 97,812 101,724 105,793 110,025 133,862 162,864 198,149 293,309
Property Tax 272,948 283,866 295,221 307,029 319,311 388,490 472,658 575,060 851,230
Reserve for Replacements 125,700 130,728 135,957 141,395 147,051 178,910 217,672 264,831 392,014
Other 106,160 110,406 114,823 119,416 124,192 151,099 183,835 223,663 331,076
TOTAL EXPENSES $2,375,758 $2,468,526 $2,565,776 $2,666,871 $2,771,964 $3,363,167 $4,080,967 $4,952,654  $7,296,377
NET OPERATING INCOME  $1,237,718  $1,233,342 $1,247,148 $1,260,441 $1,273,168 $1,326,249 $1,355,351 $1,349,629  $1,173,229
DEBT SERVICE
First Lien Financing $994,406 $994,406 $994,406 $994,406 $994,406 $994,406 $994,406 $994,406 $994,406
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $243,312 $238,936 $252,742 $266,035 $278,762 $331,843 $360,945 $355,223 $178,824
DEBT COVERAGE RATIO 1.24 1.24 1.25 1.27 1.28 1.33 1.36 1.36 1.18
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| LIHTC Allocation Calculation - Village Park, Houston, 4% HTC #05629

APPLICANT'S TDHCA APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land | $1,794,720|  $2,086,000 |
Purchase of buildings $12,316,280 $12,025,000 $12,316,280 $12,025,000 |
(2) Rehabilitation/New Construction Cost
On-site work $1,207,342 $487,000 | | $1,207,342 $487,000
Off-site improvements
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $1,694,708 |  $2,415,070 | | | $1,694,708 | $2,415,070
(4) Contractor Fees & General Requirements
Contractor overhead $58,039 $58,039 $58,039 $58,039
Contractor profit $174,123 $174,123 $174,123 $174,123
General requirements $174,123 $174,123 $174,123 $174,123
(5) Contingencies $165,417 $165,417 $165,417 $165,417
(6) Eligible Indirect Fees $104,210 $104,210 $104,210 $104,210
(7) Eligible Financing Fees $109,843 $109,843 $109,843 $109,843
(8) All Ineligible Costs $1,011,588 $1,011,588
(9) Developer Fees $1,847,442 $1,803,750 $553,171 $553,174
Developer overhead $314,257
Developer fee $2,400,613 $2,042,667
(10) Development Reserves $498,142
TOTAL DEVELOPMENT COSTS $21,211,006 $21,665,479 $14,163,722 | $13,828,750 | $4,240,976 $4,240,999
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $14,163,722 $13,828,750 $4,240,976 $4,240,999
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $14,163,722 $13,828,750 $5,513,268 $5,513,298
Applicable Fraction 85% 85% 85% 85%
TOTAL QUALIFIED BASIS $12,028,998 $11,744,513 $4,682,321 $4,682,347
Applicable Percentage 3.54% 3.54% 3.54% 3.54%
TOTAL AMOUNT OF TAX CREDITS $425,827 $415,756 $165,754 $165,755
Syndication Proceeds 0.9499 $4,044,948 $3,949,285 $1,574,507 $1,574,516
Total Credits (Eligible Basis Method) $591,581 $581,511
Syndication Proceeds $5,619,455 $5,523,800
Requested Credits| $574,490 |
Syndication Proceeds $5,457,109
Gap of Syndication Proceeds Needed $7,551,006
Credit Amount $794,922
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Applicant Evaluation ||

Project ID # 05629 Name: Village Park Apartments City: Houston

LIHTC 9% ] LIHTC 4% HOME [ | BOND HTF [ ] SECO [ ] ESGP[] Other| ]

[ No Previous Participation in Texas (] Members of the development team have been disbarred by HUD

National Previous Participation Certification Received: RSN L yes No
Noncompliance Reported on National Previous Participation Certification: L Yes L No

Portfolio Management and Compliance

Projects in Material Noncompliance

Total # of Projects monitored: 0 # in noncompliance: 0
Yes [ ] No
Projects zero to nine: 0 Projects not reported ~ Yes [
grouped ten to nineteen: 0 # monitored with a score less than thirty: 0 in application No
b . . . . .
y score twenty to twenty-nine: 0 # not yet monitored or pending review: 2 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable L]
Review pending [] Review pending L] Review pending U]
No unresolved issues [] No unresolved issues [] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that L] Issues found regarding late audit [ | Unresolved issues found that L]
warrant disqualification Unresolved issues found that ] warrant disqualification
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 1/27/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis

Not applicable
Review pending
No unresolved issues

Unresolved issues found

warrant disqualification
(Comments attached)

Reviewer S. Roth

Date 1/30/2006

No relationship
Review pending
No unresolved issues

Unresolved issues found

[]
[
[]
Unresolved issues found that ||
Community Affairs
[]
[]
[]
[
[]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Executive Director:

Edwina Carrington

Not applicable
Review pending [
No unresolved issues [
Unresolved issues found [
Unresolved issues found that [

warrant disqualification
(Comments attached)

Reviewer Sandy M. Garcia

Date 1/27/2006

Office of Colonia Initiatives

Not applicable
Review pending
No unresolved issues

Unresolved issues found

oo

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

(Cost Certification and Workout)
Not applicable [

Review pending

U]
No unresolved issues []
Unresolved issues found [

L]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer

Date

Financial Administration

No delinquencies found

Delinquencies found [

Reviewer Stephanie A. D'Couto

Date 2 /3 /2006

Executed: onday, February 06, 2006



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Multifamily Finance Production Division

Public Comment Summary

Village Park Apartments

Public Hearing

Total Number Attended 21
Total Number Opposed

Total Number Supported

Total Number Neutral 21
Total Number that Spoke

Public Officials Letters Received

Opposition 0

Support 0

General Public Letters and Emails Received

Opposition 0

Support 0

Summary of Public Comment
Current residents had the following concerns:
- whether they would be displaced
- garbage pick-up with the current owner
The president of a super-neighborhood group was concerned
about the development being rehabbed and then deteoriating
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PROCEEDTINGS

MS. MARTIN: All right. Good evening
everybody. This is the public hearing for Village Park
Apartments. I'm just going to kind of go through what
we’'re going to do, kind of the order of how we’re going to
proceed, and then we’ll get started.

What we’re going to do first is we’re going to
have the president of the development company come up and
give you some information about the project. After that,
I'm going to give a little basic information on the
programs that are financing this project, this
rehabilitation.

After that, we’ll have a little question-and-
answer session, where I can answer some questions about
our programs, and the developer can answer development-
specific questions that you might have.

And after that I'll read a little speech and
we’ll take any public comment.

So far we only have one person signed up to
speak. If there’s anyone in here who would like to make a
public comment, you’ll have about two minutes each, and
there’s a form up here, it’s called the witness
affirmation form, just, you can come up and grab it and
fill it out and then bring it to either one of us and
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we’ll call your name whenever it'’s your turn to speak.

So right now I'm going to turn it over to the
president of the development company.

Blake?

MR. BRAZEAL: Thank you. My name’s Blake
Brazeal; I'm the president of the company that is
ultimately going to acquire Village Park.

We’re based out of Montgomery, Alabama. We
currently own roughly 60 properties in seven different
states in the southeast. This will be our fourth
acquisition in the city of Houston, and we'’re very excited
over taking over Village Park.

The first thing that I do want to make clear to
everyone is that when we come in and take over a property
we’'re in it for the long haul. We own, as I said, 60
properties, and we’ve only sold two properties during that
time, so this is a long-term investment for us. We
consider our interests are aligned with the residents' in
the surrounding area.

And this property, to give you some quick
facts, we’re going to be injecting in equity approximately
$3 million into improvements into the property. We're
going to -- the property will not look like it currently
does. We’'re going to be putting siding on the property.
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Parking lots will be redone; painting, woodwork,
retrofitting the community room. There’ll be a completely
new community room, and general amenities to the inside of
the property.

So we’re going to be putting money into this
property. We’re not going to be -- a lot of developers,
I'm sure you hear the horror stories that they come in,
they buy it and they’re from out of state, and you never
see them.

That’s not the way we do things, because the
success of Village Park is very big to us because we are
putting money into it and we have the same goals as y’all,
that it’s to improve the quality of life. So that'’s
something that on the front end when I talk to groups I
want to make real clear to everyone.

Another thing that I know will be of interest
to everyone, at this point we do not anticipate any rent
adjustments. We’re not going to lower rents; we’re not
going to raise rents at this time.

So that’s another thing that’s usually one of
the first questions that someone asks me in a situation
like this.

So we’re excited about it, we see great
possibilities. We’ve been in this city now for over two
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years. We feel comfortable with the area.

We’'re planning a lot of things. One of the
main things that we come in is we evaluate the needs of
the residents. We have a community services director that
comes in and sets up, meets with the residents, meets with
our new manager. We get involved with the high schools,
we get involved with the boys’ clubs, we get involved with
the schools, and we’re looking at the after-school
programs and anything that the residents may want. We've
got three people in that group that are assigned to do
just that very thing.

So we're in it together, and our interests are
aligned when we come into these properties. So we’re
excited about it. That's a general idea what we’re going
to be doing. I’'ll be happy to answer any questions.

FEMALE VOICE: [inaudible] properties
[inaudible]

MR. BRAZEAL: We'’ve got one property in the
Woodlands.

MS. MARTIN: Would you repeat the question
before you answer it, please.

MR. BRAZEAL: Yes. We've got one property in
the Woodlands: Fawn Ridge.

VOICE: Could you repeat the gquestion?
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MR. BRAZEAL: Oh, I'm sorry. Wanted to know
where we have properties in Houston. Fawn Ridge in the
Woodlands; we have another property, Villa Americana; on
Selenski. 1It’'s out by -- Villa Americana; it’s out by
Hobby Airport. Another, Coral Hills, and it’s over by Lee
High School, close to the Galleria area.

This will give us close to what, Jon? -- a
thousand units in the Houston area.

VOICE: What is the siding going to be made of?

MR. BRAZEAL: What is the siding going to be
made of? Vinyl.

VOICE: Vinyl?

MR. BRAZEAL: Vinyl.

MR. KILLOUGH: My name is Jon Killough. I’'m an
employee of Summit Asset Management, the developer.

Currently the siding is a masonite and wood
product, both of which deteriorate, both of which have to
be painted. So we’'re going with wvinyl siding, which is a
lower maintenance, better looking.

Also one thing Blake failed to mention is
windows. So the siding coupled with the new windows will
also help the energy efficiency of the units as well.

FEMALE VOICE: How often will you clean the
siding? -- because it mildews.
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MR. KILLOUGH: Question is how often will we
clean the siding? We budget for siding to be cleaned one
time a year. It’s inside of our operating budget.

You’'re right. Normally there’s mildew during
the -- from the heating season to the cooling season, so
we normally budget one time a year.

MR. BRAZEAL: But on several of our properties
we’ll do it more than once a year as needed.

I didn’'t go over the complete scope of work
we’'re going to do. I was trying to hit the main items,
and I did leave out the windows. We’re going to be
replacing all the windows in the property. The property
is not going to look the same.

FEMALE VOICE: What kind of windows?

MR. BRAZEAL: They’re the double thermal
insulated windows.

FEMALE VOICE: Are you going to go through the
entire scope of work? Are you going to enumerate that?

MR. BRAZEAL: Am I going to go through the
entire scope of work that’s going to be done at the
property, line by line? I can do that.

FEMALE VOICE: A summary’s okay.

MR. BRAZEAL: Summaries? Prepare them --

FEMALE VOICE: If you could tell us slowly,
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because we're trying to translate --

MR. BRAZEAL: I know you had a question too.
Okay. We’re going to redo the whole parking lot, asphalt
overlay. And I can get into specifics on that; I don’t
know how much you want to know, but -- okay.

MS. MARTIN: Speak slowly because they’re
translating everything you say.

MR. BRAZEAL: All right. I'm sorry. We're
going to be spending gquite a bit of money on landscaping.

Another thing that I did fail to mention that I
assumed would come up later in the presentation, we’re
going to be spending $45,000 that we have budgeted right
now -- it could be more -- on new surveillance cameras for
the property.

Ready?

FEMALE VOICE: Are they tearing down or are
they just refurbishing?

MR. BRAZEAL: No, no. We’re not tearing down.
We’'re refurbishing the apartments.

FEMALE VOICE: [inaudible]

MR. BRAZEAL: Correct.

FEMALE VOICE: [inaudible]

MR. BRAZEAL: Sure.

MS. MARTIN: I'm going to stop and say that we
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should probably pass this mike off. If you have a
question, just let us know, and we’ll kind of -- like if
you want to stand a little closer over here, so that we
can get it where everybody hears every question and every
answer, and the court reporter can get it.

So Blake, here you go.

(Pause.)

MS. MARTIN: Could you state your name for the
court reporter.

MS. SPURGEON: Christina Spurgeon.

(Pause.)

MS. MARTIN: I'm sorry, folks. We didn’'t know
that the setup was going quite be like --

MR. BRAZEAL: I think I got her question.

MS. MARTIN: Okay.

MR. BRAZEAL: You said the dumpsters are --

MS. SPURGEON: Yes, it’s really bad. It looks
bad --

MR. BRAZEAL: Okay.

MS. MARTIN: We'd like to get you on the mike.

MS. SPURGEON: I’'m not much of a talker. Well,
I've been living there for two years. The dumpsters are a
really bad situation every time. They aren’t picked up
enough and it overflows and looks really bad. Is that
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going to be bigger dumpsters, somehow fixed up?

MR. BRAZEAL: That is not something that we had
contemplated, but typically in situations like that what
we do is we take from meetings such as this and also when
we get out there and start running the property, and we
start seeing -- we have community meetings of all the
residents monthly, and that’s something that we really,
really stress in our properties, that the residents take
ownership of the property, and they tell us what the
problems are.

And we certainly in -- now, that’s something
that I get involved with, because I don’t like dumpsters
that look bad. That’s kind of a pet peeve of mine, so
that’s something that me and Jon will take back with us,
and we’ll look at what we can do as far as in the scope of
the budget.

If there are any other things like that, we’d
like to know when we’re in here, too, that help us.

FEMALE VOICE: Someone who's living in an
apartment wanted to know will they be able to stay in that
apartment during this process?

MR. BRAZEAL: Yes. In most --

MS. MARTIN: Could you repeat the gquestion?

MR. BRAZEAL: Yes, I'm having to get used to
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this.

MS. MARTIN: Please repeat the question that
you just answered.

MR. BRAZEAL: All right. He wanted to know if
he will be able to stay in his apartment during the rehab,

permanently. The answer is yes.

FEMALE VOICE: So you’re not rehabbing the
interiors, just the exteriors?

MR. BRAZEAL: The question was, are we not
rehabbing the interiors, just the exteriors.

The answer is, some of the interiors, per our
scope, will receive some rehab. And I've got a copy of
the scope if you’d like to see it.

We’'re replacing some refrigerators, some -- I
mean it -- we really need to give you copies of the scope
of what we’re planning on doing.

Some don’t -- some did not need it, some did.
So we’'re not going in and rehabbing the total inside of
every unit, because we didn’t deem that we needed to do
that. We felt like the outside of the property needed
gquite a bit of work, so that’s what we’re doing.

(Pause.)

MR. BRAZEAL: Jon, come here.

MR. KILLOUGH: For the record, my name is Jon
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Killough. Again, I work with Summit Asset Management.

And one thing I really want to relay to the
existing residents, that this is an acquisition where
we’'re buying the property and we’re going to rehabilitate
the property.

Any existing tenant is going to be able to stay
in their home; we’re not going to displace any tenants.
And I want to make that crystal clear, that our goal is
not to come and tear down anything; it’s not to manipulate
anything. We’re merely buying it and rehabbing it, and
we’'re doing that by virtue of the programs that the State
of Texas allows.

So we’re actually accessing below-market-rate
interest to acquire the property and to keep it
affordable. I wanted to make sure that was clear, and I
know Shannon and Audrey are both going to mention that,
but I do want to stress, we’re acquiring and
rehabilitating. No displacement.

And I’11 be glad to answer any other questions
you may have as well, speaking on behalf of Summit.

FEMALE VOICE: I know that the program requires
you to have certain things for daycare and so forth in
your facility; I know that goes with this program. Are
you going to be offering that to them? Will you have a
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daycare center there and somebody there to staff it? How
about English as a second language and so forth for the
inhabitants that could use that?

MR. BRAZEAL: The question is, as a whole,
about amenities to the tenants: Will we offer
babysitting, will we offer second language, I guess, adult
education courses, and the answer is yes.

Now the program itself doesn’t set forth we
have to offer babysitting. It doesn’t set forth the
actual requirements.

The program sets forth us to align ourselves
with a community service provider. And that community
service provider’s going to be based on what the tenants
need. If the tenants want adult education or GED courses
or want language courses, it’ll be based on the tenants’
need, and I don’t think the state housing agency puts us
in a position to mandate a particular program. They want
the resident profile to be served.

FEMALE VOICE: Are you aware of the three-tier
program that the City of Houston had started in the
apartments? The apartments were rated as I, II, and IIT
tier, and they're going to require that you follow certain
guidelines that the City of Houston has for the
maintenance and the welfare of the people of these
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apartments?

MR. BRAZEAL: She’s asking if we’re familiar
with the three-tier process, and again we are existing
apartment owners in the city of Houston, going on a
thousand-plus units.

FEMALE VOICE: So this is something Houston
started the first of this year by our new mayor.

MR. BRAZEAL: Rest assured that we have
operators here on the ground in Houston. We're very
familiar with the programs. We read recently about the
focus of the mayor on the five top crime properties in the
city. We’re very familiar with the city, and, again, we
will have somebody on the ground here in Houston.

FEMALE VOICE: Would you consider joining the
Blue Star program that the city has started again that’s
also in Arizona and is starting again here in Houston?

MR. BRAZEAL: Would we be willing to join the
Blue Star program? We will entertain anything that
benefits our tenants, because let me stress we are in this
transaction for 15 to 20 years.

If this is a program that benefits our tenants,
we will gladly consider it. We are community members.
When we buy Village Park Apartments we become members of
this community. We’re here. We can’t buy this property
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and unwind it in five years, so we’re here for the long

term.

FEMALE VOICE: It says in the article here 30
years.

MR. BRAZEAL: Well, I stand corrected: 30
years.

MS. MARTIN: If you want to go over there --

MR. BRAZEAL: No, I’'ll be glad to give her the
floor if I need to. But if it does say 30 -- there are

different tiers of restriction. You can do a 1l5-year
restriction, you can do 15 plus 15, you can do 15 plus 15
plus 5. It’s all based on the subsidy you’re receiving
from the state.

MS. MARTIN: Does anyone have any additional
guestions?

(No response.)

MS. MARTIN: Okay. My name is Audrey Martin,
by the way. I didn’t mention that earlier. Right now I’'m
going to speak to the programs that are providing the
financing for the development, which Jon alluded to
earlier.

This development is receiving financing from
two different programs. One is the Housing Tax Credit
program, and the other is the Private Activity Bond

ON THE RECORD REPORTING
(512) 450-0342,




17

program.

First I’'ll speak about the bond program. This
is a program that offers a tax exemption to the purchaser
of the bonds. The property will not receive a property
tax exemption in connection with the issuance of bond
funds.

The federal government has created both of
these programs, and the purpose of these programs is to
incentivize developers and private industry to get
involved in affordable housing to create a higher-quality
product by allowing for, you know, financial incentives.

The bond program allows investors to -- it
allows the borrower to borrow at a lower rate of interest
in order to provide a higher quality product at a lower
cost of borrowing. That’s basically what the bond program
is about.

The tax credit program provides instant equity
into the project. The tax credit is very similar to a
mortgage deduction on your personal income taxes. Equity
providers come in, and they buy the tax credits, and they
get to use the credits. And again the developer is able
to provide a higher quality product at a lower cost of
borrowing.

As we kind of mentioned earlier, this
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development will be monitored for compliance for a period
of 30 years by the State of Texas. We will make sure that
they’re meeting income restrictions, that they’re
qualifying all the tenants under the programs. There will
be site inspections to make sure that the amenities they
said they were going to provide are actually provided and
that sort of thing.

In addition, as a part of our programs they are
required to provide tenant services, which Jon was talking
about their approach is going to be specific to the tenant
population and what they see as needs that arise.

So if there are any questions about the
programs in general, that’s kind of the basics.

Does anyone have any questions?

(No response.)

MS. MARTIN: If there aren’t any questions
right now, there’s a speech that I'm required to read, and
after I read the speech there’s a time for public comment.

Again, just as a reminder, if anyone wants to speak, go
ahead and fill out one of these sheets. We only have one
speaker right now, but I’1ll go ahead and get started.

Good evening, my name is Audrey Martin. I
would like to proceed with the public hearing. Let the
record show that it is 6:30 p.m., Thursday, January 12,
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2006, and we are at Cedar Brook Elementary, located at
2121 Ojeman, Houston, Texas.

I am here to conduct the public hearing on
behalf of the Texas Department of Housing and Community
Affairs with respect to an issue of tax-exempt multifamily
revenue bonds for a residential rental community.

This hearing is required by the Internal
Revenue Code. The sole purpose of this hearing is to
provide a reasonable opportunity for interested
individuals to express their views regarding the
development and the proposed bond issue.

No decisions regarding the development will be
made at this hearing. The Department’s board is scheduled
to meet to consider the transaction on February 9, 2006.

In addition to providing your comments at this
hearing, the public is also invited to provide comment
direct to the board at any of their meetings. The
Department staff will also accept written comments from
the public up to 5:00 p.m. January 27, 2006.

The bonds will be issued as tax-exempt
multifamily revenue bonds in the aggregate principal
amount not to exceed $15 million, and taxable bonds, if
necessary, in an amount to be determined and issued in one
or more series by the Texas Department of Housing and
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Community Affairs, the issuer.

The proceeds of the bonds will be loaned to
Village Park Apartments Partners, Ltd., or a related
person or affiliate entity thereof, to finance the
acquisition and rehabilitation of a multifamily housing
development described as follows: a 418-unit multifamily
residential rental development to be constructed on
approximately 12.71 acres of land located at 8701 Hammerly
Boulevard, Harris County, Texas.

The proposed multifamily rental housing
community will be initially owned and operated by the
borrower or a related person or affiliate thereof.

I would like to now open the floor for public
comment .

Catherine Alexander?

MS. ALEXANDER: My name’s Catherine Alexander.

I'm the president of Spring Branch Central Super
Neighborhood, which is where you all live in. I ask you
please to join us. I'm here to help you. I will leave my
number with you for you to call me if you need some
guestions answered by this. I’m not here to be your worst
enemy; I'm trying to help these people.

We’'re trying to raise the quality of life in
Spring Branch for everyone. This is our goal; we’ve been
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working on this for five years.

As I told you, the mayor has started a three-
step process for these apartments, tier I, II, and III;
that each apartment in the city of Houston, and especially
Spring Branch, because they’'re starting it in Spring
Branch, is being graded as to are you I, II, or IIT.

Our police enforcement here will be out here to
help you. I understand your garbage issue with the trash.
I think it’s horrible at the apartments here in Houston.
I think you guys need to have them come twice a week and
not once a week. Whoever decided that Houston only needed

trash and garbage picked up once a week was nuts. The
city has too much things going on; it’s too hot, and it’s
horrible.

I mean, when you have maggots running in your
garbage and you’ve got your kids playing in the parking
lot, that is very, very unsafe: very unsafe for us all.

My question is this. These apartments do need
renovated. I think it’s great somebody wants to come in
and do it. Our concern is, what about the people that
live there? What happens to them?

You’re saying that no, you’re not going to do
the interiors of all of them, just some. How do you
determine which ones get done?
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The gentleman back there may think he needs new
carpeting but you may not. I mean, are you going to deal
with them and talk to them and ask them what they need?
Are you going to have someone there that speaks Spanish so
that they can work with these people? Obviously not,
because they wouldn’t be here if they’re confused. You
don’t have someone that speaks Spanish this evening.

I promise all of you I will take Spanish this
year.

The other thing I have with this is this isn’t
the first time someone’s tried to come in in our community
and do this. If you go down the street -- and I’'11l tell
you where they are -- Hilton Town Apartments. I know you
probably all know where they are.

These apartments were refabbed I don’t know how
many times; owned by a landlord from overseas. He has
gotten federal money, he’s gotten city money, and these
apartments now 42 buildings that are vacant, standing
there.

The City won’t tear them down. They can’t be
rehabbed any more. We are stuck with an eyesore in this
community that nobody deserves. The people that live in
part of Hilton Town don’t deserve to have to look at those
behind them that are falling down.
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Safety is a huge issue for all of you. Safety
is what we need; a better quality of life. TIf you bring
that to us, that’s wonderful.

Now, I ask you, will your manager join my Super
Neighborhood and be a delegate and come to our meetings?
If you’'re going to have community meetings with your
people, invite us to come so we can answer their questions
and help them. That is what we’re here for.

We want a quality person to come in to these
apartments and take them over, not have them come in and
you leave, and you said you’ll have someone in Houston. I
mean, that means you guys won’t be in Houston; you’re
going to have a manager in Houston? Are you a property
management company or are you an owner that’s going to
live in Houston also?

MALE VOICE: [inaudible]

MS. ALEXANDER: A portfolio manager. What is a
portfolio manager?

MS. MARTIN: Why don’t you ask your questions;
I think Jon’s writing them down --

MS. ALEXANDER: Oh, I want this down on record,
though. What I want to know from you guys: How many
apartments do we have in the state of Texas that have been
funded? You said you didn’t know. How many actual people
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come to Houston and check these apartments and how often
do they do it? That’s what I need to know from you guys.
Okay? That’s all.

MS. MARTIN: For the Department’s part, your
guestions about compliance and inspections will go on the
record. In addition, I think you’re going to provide us
with your e-mail address. We will be sure to get back
with you on specific compliance requirements for what will
be done with this property, and in addition we can provide
you with the portfolio information: number of units,
properties in Texas that are under the tax credit program.

Okay.

Jon, would you like to come up and address the
other question?

MR. KILLOUGH: My name is Jon Killough. I’'m
with the proposed developer. One thing I want to stress
is that we, coming in to do the rehab, are not the current
owner of the property. We can’t control the garbage
pickup right now. We can’t control the garbage pickup
until we own it, and when we own it, we’ll control it.

We have your notes, ma’am, and if it’s an
issue, we’ll address it.

The owner right now is not very willing to let
us talk to their tenants because we don’t own the
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property; another owner in Boston, Massachusetts, owns it.

So we don’t have the right to speak to the tenants right
now. That’s why they showed up. And, again, I will be
glad to answer any questions, but we want to make the
quality of life better.

Yes, our managers -- they have two employees
over there that speak Spanish. They communicate very will
with the tenants. They have seven staff employees, and
again, I'm probably -- saying only two; probably five of
the staff members are bilingual. And I see heads shaking,
so. We’ve met with the staff. The staff knows what’s
occurring. The staff’s going to keep their job. We’re
communicating with them.

So we do have bilingual people. Jennifer
Thompson, our Manager of Community Development -- Jennifer
will be out here aligning us, again, with services that
benefit our tenants.

So we’re a little bit hamstrung with, you know,
the existing condition of the property, because there’s
limited things we can do about the existing condition.

But after we acquire the property in March, we
can make it a better place to live. And, yes, we will
commit to be a part of this community, and yes you are
more than welcome to come to our community meetings.
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Again, we’re regulated by the State. If you
drive by this property two years down the road, you know
the Texas Department of Housing and Community Affairs
administers the program; you can pick up the phone and
call Robbye Meyer who’s the bond manager, and say, Robbye,
I'm very unhappy with Village Park, and rest assured I'11
get a call from Robbye Meyer, so we can’t afford to be an
absentee owner.

And to answer the last question about local
management, my home’s in Montgomery, Alabama; our
company’s based in Montgomery, Alabama. I’'m in Houston
once or twice a month.

But we will hire a Houston native, and we’re in
the process of interviewing a Houston native that will run
this property. So you will have four levels of management
of this property. You’ll have a property manager. Above
the property manager you’ll have a regional portfolio
manager who’ll live here in Houston, Texas. That regional
portfolio manager reports to Alan Smith, who’s in
Montgomery, Alabama, who’s the senior portfolio manager.
Then Alan Smith reports to Blake Brazeal.

So you have a lot of eyes on this asset. And
again, don’'t let me discount that we have a lot of skin in
this game; we can’t walk away from this transaction. It
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would hurt my person integrity and my personal livelihood
and me going for it, so, I say that, I don’'t want any
heart-felt -- I mean, I just want you to understand it.

If we could control it now, and if we could
communicate with our tenants, we would. But we can’t. So
I'l1l end with that.

MS. MARTIN: Is there anyone else who wishes to
make public comment?

(No response.)

MS. MARTIN: Okay. Thank you for attending
this hearing. Let the record show that we have
approximately 22 attendees, and your comments have been
recorded. The meeting is now adjourned, and the time is
now 6:43 p.m.

(Whereupon, the hearing was adjourned.)
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CERTIFICATE

IN RE: Village Park Apartments
LOCATION: Houston, Texas
DATE: January 12, 2006

I do hereby certify that the foregoing pages,
numbers 1 through 28, inclusive, are the true, accurate,
and complete transcript prepared from the verbal recording
made by electronic recording by Lonnie Helmer before the

Texas Department of Housing & Community Affairs.

01/19/2006
(Transcriber) (Date)

On the Record Reporting
3307 Northland, Suite 315
Austin, Texas 78731
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MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
February 15, 2006

Action Item

Inducement resolution for Multifamily Housing Revenue Bonds and Authorization for Filing
Applications for Private Activity Bond Authority — 2006 Waiting List.

Requested Action

Approve the Inducement Resolution to proceed with application submission to the Texas Bond Review
Board for possible receipt of State Volume Cap issuance authority from the 2006 Private Activity Bond
Program for one (1) application.

Background

Each year, the State of Texas is notified of the cap on the amount of private activity tax-exempt revenue
bonds that may be issued within the state. Approximately $402.3 million is set aside for multifamily
until August 15" for the 2006 bond program year. TDHCA has a set aside of approximately $80.5
million and approximately $22.8 million of 2005 Non-traditional CarryForward for a total of $103.3
million available for new 2006 applications.

Inducement Resolution 06-005 includes one (1) application that was received on or before January 2,
2006. This application will reserve approximately $13.5 million in 2006 state volume cap. Upon Board
approval to proceed, the application will be submitted to the Texas Bond Review Board for placement
on the 2006 Waiting List. The Board currently has approved nine (9) applications for the 2006 program
year. Two have been submitted to the Bond Review Board.

Meadowlands Apartments — The proposed development will be located at approximately the northwest
corner of Steeplepark Drive and Steepleway Blvd., Houston, Harris County. Demographics for the
census tract (5519.00) include AMFI of $58,794; the total population is 4,278; the percent of the
population that is minority is 38.73%; the number of owner occupied units is 21; the number renter
occupied units is 2,353 and the number of vacant units is 355. (*)

Recommendation

Approve the Inducement Resolution as presented by staff. Staff will present all appropriate information
to the Board for a final determination for the issuance of the bonds and housing tax credits during the
full application process for the bond issuance.

(*) Census Information from FFIEC Geocoding for 2005
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Texas Department of Housing and Community Affairs

2006 Multifamily Private Activity Bond Program - Waiting List

| Application # | Development Information | Units | Bond Amount | Developer Information [ Comments
2006-010 Meadowlands 236 $ 13,500,000 HT Seattle Slew, Ltd. Recommend
NWC of Steeplepark Dr. and Steepleway Blvd. Manish Verma
Priority 3 City: Houston General Score - 50 45 NE Loop 410, Suite 290
County: Harris San Antonio, Texas 78216
New Construction (210) 530-0090
Totals for Recommended Applications 236 $ 13,500,000

Printed 2/7/2006 Multifamily Finance Division Page 1 of 1



RESOLUTION NO. 06-005

RESOLUTION DECLARING INTENT TO ISSUE MULTIFAMILY REVENUE
BONDS WITH RESPECT TO RESIDENTIAL RENTAL DEVELOPMENTS;
AUTHORIZING THE FILING OF APPLICATIONS FOR ALLOCATIONS OF
PRIVATE ACTIVITY BONDS WITH THE TEXAS BOND REVIEW BOARD; AND
AUTHORIZING OTHER ACTION RELATED THERETO

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”) has
been duly created and organized pursuant to and in accordance with the provisions of Chapter 2306,
Texas Government Code, as amended, (the “Act”) for the purpose, among others, of providing a means of
financing the costs of residential ownership, development and rehabilitation that will provide decent, safe,
and affordable living environments for persons and families of low, very low and extremely low income
and families of moderate income (all as defined in the Act); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing sponsors
to provide financing for multifamily residential rental housing in the State of Texas (the “State”) intended
to be occupied by persons and families of low, very low and extremely low income and families of
moderate income, as determined by the Department; (b) to issue its revenue bonds, for the purpose,
among others, of obtaining funds to make such loans and provide financing, to establish necessary reserve
funds and to pay administrative and other costs incurred in connection with the issuance of such bonds;
and (c) to pledge all or any part of the revenues, receipts or resources of the Department, including the
revenues and receipts to be received by the Department from such multifamily residential rental
development loans, and to mortgage, pledge or grant security interests in such loans or other property of
the Department in order to secure the payment of the principal or redemption price of and interest on such
bonds; and

WHEREAS, it is proposed that the Department issue its revenue bonds for the purpose of
providing financing for multifamily residential rental developments (each a “Development” and
collectively, the “Developments™) as more fully described in Exhibit A attached hereto. The ownership
of each Development as more fully described in Exhibit A will consist of the ownership entity and its
principals or a related person (each an “Owner” and collectively, the “Owners”) within the meaning of
the Internal Revenue Code of 1986, as amended (the “Code”); and

WHEREAS, each Owner has made not more than 60 days prior to the date hereof, payments with
respect to its respective Development and expects to make additional payments in the future and desires
that it be reimbursed for such payments and other costs associated with each respective Development
from the proceeds of tax-exempt and taxable obligations to be issued by the Department subsequent to the
date hereof; and

WHEREAS, each Owner has indicated its willingness to enter into contractual arrangements with
the Department providing assurance satisfactory to the Department that 100 percent of the units of its
Development will be occupied at all times by eligible tenants, as determined by the Governing Board of
the Department (the “Board”) pursuant to the Act (“Eligible Tenants”), that the other requirements of the
Act and the Department will be satisfied and that its Development will satisfy State law, Section 142(d)
and other applicable Sections of the Code and Treasury Regulations; and

WHEREAS, the Department desires to reimburse each Owner for the costs associated with its
Development listed on Exhibit A attached hereto, but solely from and to the extent, if any, of the proceeds
of tax-exempt and taxable obligations to be issued in one or more series to be issued subsequent to the
date hereof; and



WHEREAS, at the request of each Owner, the Department reasonably expects to incur debt in the
form of tax-exempt and taxable obligations for purposes of paying the costs of each respective
Development described on Exhibit A attached hereto; and

WHEREAS, in connection with the proposed issuance of the Bonds (defined below), the
Department, as issuer of the Bonds, is required to submit for each Development an Application for
Allocation of Private Activity Bonds (the “Application”) with the Texas Bond Review Board (the “Bond
Review Board”) with respect to the tax-exempt Bonds to qualify for the Bond Review Board’s Allocation
Program in connection with the Bond Review Board’s authority to administer the allocation of the
authority of the state to issue private activity bonds; and

WHEREAS, the Board intends that the issuance of Bonds for any particular Development is not
dependent or related to the issuance of Bonds (as defined below) for any other Development and that a
separate Application shall be filed with respect to each Development; and

WHEREAS, the Board has determined to declare its intent to issue its multifamily revenue bonds
for the purpose of providing funds to each Owner to finance its Development on the terms and conditions
hereinafter set forth; NOW, THEREFORE,

BE IT RESOLVED BY THE BOARD THAT:

Section 1--Certain Findings. The Board finds that:

(a) each Development is necessary to provide decent, safe and sanitary housing at rentals that
individuals or families of low and very low income and families of moderate income can afford;

(b) each Owner will supply, in its Development, well-planned and well-designed housing for
individuals or families of low and very low income and families of moderate income;

(©) the financing of each Development is a public purpose and will provide a public benefit;
(d) each Owner is financially responsible; and

(e) each Development will be undertaken within the authority granted by the Act to the
Department and each Owner.

Section 2--Authorization of Issue. The Department declares its intent to issue its Multifamily
Housing Revenue Bonds (the “Bonds”) in amounts estimated to be sufficient to (a) fund a loan or loans to
each Owner to provide financing for its Development in an aggregate principal amount not to exceed
those amounts, corresponding to each respective Development, set forth in Exhibit A; (b) fund a reserve
fund with respect to the Bonds if needed; and (c) pay certain costs incurred in connection with the
issuance of the Bonds. Such Bonds will be issued as qualified residential rental development bonds. Final
approval of the Department to issue the Bonds shall be subject to: (i) the review by the Department’s
credit underwriters for financial feasibility; (ii) review by the Department’s staff and legal counsel of
compliance with federal income tax regulations and state law requirements regarding tenancy in each
Development; (iii) approval by the Bond Review Board, if required; (iv) approval by the Attorney
General of the State of Texas (the “Attorney General”); (v) satisfaction of the Board that each
Development meets the Department’s public policy criteria; and (vi) the ability of the Department to issue
such Bonds in compliance with all federal and state laws applicable to the issuance of such Bonds.
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Section 3--Terms of Bonds. The proposed Bonds shall be issuable only as fully registered bonds
in authorized denominations to be determined by the Department; shall bear interest at a rate or rates to be
determined by the Department; shall mature at a time to be determined by the Department but in no event
later than 40 years after the date of issuance; and shall be subject to prior redemption upon such terms and
conditions as may be determined by the Department.

Section 4--Reimbursement. The Department reasonably expects to reimburse each Owner for all
costs that have been or will be paid subsequent to the date that is 60 days prior to the date hereof in
connection with the acquisition of real property and construction of its Development and listed on Exhibit
A attached hereto (“Costs of each respective Development”) from the proceeds of the Bonds, in an
amount which is reasonably estimated to be sufficient: (a) to fund a loan to provide financing for the
acquisition and construction or rehabilitation of its Development, including reimbursing each Owner for
all costs that have been or will be paid subsequent to the date that is 60 days prior to the date hereof in
connection with the acquisition and construction or rehabilitation of its Development; (b) to fund any
reserves that may be required for the benefit of the holders of the Bonds; and (c) to pay certain costs
incurred in connection with the issuance of the Bonds.

Section 5--Principal Amount. Based on representations of each Owner, the Department
reasonably expects that the maximum principal amount of debt issued to reimburse each Owner for the
costs of its respective Development will not exceed the amount set forth in Exhibit A which corresponds
to its Development.

Section 6--Limited Obligations. The Owner may commence with the acquisition and
construction or rehabilitation of its Development, which Development will be in furtherance of the public
purposes of the Department as aforesaid. On or prior to the issuance of the Bonds, each Owner will enter
into a loan agreement on an installment payment basis with the Department under which the Department
will make a loan to the Owner for the purpose of reimbursing each Owner for the costs of its
Development and each Owner will make installment payments sufficient to pay the principal of and any
premium and interest on the applicable Bonds. The proposed Bonds shall be special, limited obligations
of the Department payable solely by the Department from or in connection with its loan or loans to each
Owner to provide financing for the Owner’s Development, and from such other revenues, receipts and
resources of the Department as may be expressly pledged by the Department to secure the payment of the
Bonds.

Section 7--The Development. Substantially all of the proceeds of the Bonds shall be used to
finance the Developments, each of which is to be occupied entirely by Eligible Tenants, as determined by
the Department, and each of which is to be occupied partially by persons and families of low income such
that the requirements of Section 142(d) of the Code are met for the period required by the Code.

Section 8--Payment of Bonds. The payment of the principal of and any premium and interest on
the Bonds shall be made solely from moneys realized from the loan of the proceeds of the Bonds to
reimburse each Owner for costs of its Development.

Section 9--Costs of Development. The Costs of each respective Development may include any
cost of acquiring, constructing, reconstructing, improving, installing and expanding the Development.
Without limiting the generality of the foregoing, the Costs of each respective Development shall
specifically include the cost of the acquisition of all land, rights-of-way, property rights, easements and
interests, the cost of all machinery and equipment, financing charges, inventory, raw materials and other
supplies, research and development costs, interest prior to and during construction and for one year after
completion of construction whether or not capitalized, necessary reserve funds, the cost of estimates and
of engineering and legal services, plans, specifications, surveys, estimates of cost and of revenue, other
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expenses necessary or incident to determining the feasibility and practicability of acquiring, constructing,
reconstructing, improving and expanding the Development, administrative expenses and such other
expenses as may be necessary or incident to the acquisition, construction, reconstruction, improvement
and expansion of the Development, the placing of the Development in operation and that satisfy the Code
and the Act. Each Owner shall be responsible for and pay any costs of its Development incurred by it
prior to issuance of the Bonds and will pay all costs of its Development which are not or cannot be paid or
reimbursed from the proceeds of the Bonds.

Section 10--No Commitment to Issue Bonds. Neither the Owners nor any other party is entitled
to rely on this Resolution as a commitment to issue the Bonds and to loan funds, and the Department
reserves the right not to issue the Bonds either with or without cause and with or without notice, and in
such event the Department shall not be subject to any liability or damages of any nature. Neither the
Owners nor any one claiming by, through or under each Owner shall have any claim against the
Department whatsoever as a result of any decision by the Department not to issue the Bonds.

Section 11--No Indebtedness of Certain Entities. The Board hereby finds, determines, recites and
declares that the Bonds shall not constitute an indebtedness, liability, general, special or moral obligation
or pledge or loan of the faith or credit or taxing power of the State, the Department or any other political
subdivision or municipal or political corporation or governmental unit, nor shall the Bonds ever be
deemed to be an obligation or agreement of any officer, director, agent or employee of the Department in
his or her individual capacity, and none of such persons shall be subject to any personal liability by reason
of the issuance of the Bonds.

Section 12--Conditions Precedent. The issuance of the Bonds following final approval by the
Board shall be further subject to, among other things: (a) the execution by each Owner and the
Department of contractual arrangements providing assurance satisfactory to the Department that 100
percent of the units for each Development will be occupied at all times by Eligible Tenants, that all other
requirements of the Act will be satisfied and that each Development will satisfy the requirements of
Section 142(d) of the Code (except for portions to be financed with taxable bonds); (b) the receipt of an
opinion from Vinson & Elkins L.L.P. or other nationally recognized bond counsel acceptable to the
Department, substantially to the effect that the interest on the tax-exempt Bonds is excludable from gross
income for federal income tax purposes under existing law; and (c) receipt of the approval of the Bond
Review Board, if required, and the Attorney General.

Section 13--Certain Findings. The Board hereby finds, determines, recites and declares that the
issuance of the Bonds to provide financing for each Development will promote the public purposes set
forth in the Act, including, without limitation, assisting persons and families of low and very low income
and families of moderate income to obtain decent, safe and sanitary housing at rentals they can afford.

Section 14--Authorization to Proceed. The Board hereby authorizes staff, Bond Counsel and
other consultants to proceed with preparation of each Development’s necessary review and legal
documentation for the filing of an Application for the 2006 program year and the issuance of the Bonds,
subject to satisfaction of the conditions specified in Section 2(i) and (ii) hereof. The Board further
authorizes staff, Bond Counsel and other consultants to re-submit an Application that was withdrawn by
an Owner so long as the Application is re-submitted within the current or following program year.

Section 15--Related Persons. The Department acknowledges that financing of all or any part of
each Development may be undertaken by any company or partnership that is a “related person” to the
respective Owner within the meaning of the Code and applicable regulations promulgated pursuant
thereto, including any entity controlled by or affiliated with the respective Owner.
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Section 16--Declaration of Official Intent. This Resolution constitutes the Department’s official
intent for expenditures on Costs of each respective Development which will be reimbursed out of the
issuance of the Bonds within the meaning of Sections 1.142-4(b) and 1.150-2, Title 26, Code of Federal
Regulations, as amended, and applicable rulings of the Internal Revenue Service thereunder, to the end
that the Bonds issued to reimburse Costs of each respective Development may qualify for the exemption
provisions of Section 142 of the Code, and that the interest on the Bonds (except for any taxable Bonds)
will therefore be excludable from the gross incomes of the holders thereof under the provisions of Section
103(a)(1) of the Code.

Section 17--Authorization of Certain Actions. The Department hereby authorizes the filing of
and directs the filing of each Application in such form presented to the Board with the Bond Review
Board and each director of the Board are hereby severally authorized and directed to execute each
Application on behalf of the Department and to cause the same to be filed with the Bond Review Board.

Section 18--Effective Date. This Resolution shall be in full force and effect from and upon its
adoption.

Section 19--Books and Records. The Board hereby directs this Resolution to be made a part of
the Department’s books and records that are available for inspection by the general public.

Section 20--Notice of Meeting. Written notice of the date, hour and place of the meeting of the
Board at which this Resolution was considered and of the subject of this Resolution was furnished to the
Secretary of State of the State of Texas (the “Secretary of State”) and posted on the Internet for at least
seven (7) days preceding the convening of such meeting; that during regular office hours a computer
terminal located in a place convenient to the public in the office of the Secretary of State was provided
such that the general public could view such posting; that such meeting