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PROCEEDI NGS

M5. ANDERSON: | want to wel conme everyone to
the June 26 neeting of the governing board of the Texas
Departnent of Housing and Public Affairs -- Housing and
Community Affairs. | will call the roll.

Vi ce Chairman Coni ne.

MR CONI NE: Here.

MS. ANDERSON: M. Bogany.

(No response.)

>

ANDERSON: M. Conzal ez.
GONZALEZ: Here.
ANDERSON: M. Fl ores.
FLORES: Here.

ANDERSON: Mayor Sal i nas.

2 » 3 B 3

SALI NAS: Her e.

>

ANDERSON: We have five nenbers present.
We do have a quorum

As is our custom we will take public coment
both at the begi nning of our neeting or, if you as a
w tness prefer, when the agenda item-- when we cone to
the agenda item W have a fair anpunt of public comrent
this norning, so short of inposing a tine limt, which
won't be reluctant to do if we decide we need to -- but |
just ask you all to keep your comments brief. And we, as
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al ways, wel cone public conment.

The first witness that | have is denn Lynch,
and the next witness will be George Johnson, Junior.

MR LYNCH  Chairman, fellow board nenbers, |'m
A enn Lynch. And | was at the |last board neeting, and at
that board neeting, | had requested the approval of
transfer of three properties for the general partner going

to ORCDC, which was a nonprofit corporation.

And actually, the way the agenda read -- it was
on the consent agenda. | had filled out a request to
speak. And the way the consent agenda -- the way the

agenda read, it | ooked as though they were approved. And
| filled out the form And if Ms. Anderson's renenbered,
she actually said, Well, it's approved.

And there was actually two of them approved and
one of themdenied. And | got with staff on that, and
they had requested -- they had told nme that what | needed
to do was cone and request of you all perm ssion to bring
the Hunters d en town hone back before the board at a
future nmeeting so that | could address it and tal k about
it, if that's possible.

MS5. ANDERSON:. M. Hanby, would you advi se us
on -- if that was the board's pleasure -- what the proper
procedure to do that would be.
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MR. HAMBY: Kevin Hanby, general counsel. The
staff disposed of all three of themin the board
recommendation. So the recommendation that you made
approved two and did not approve one, because there's a
cap question about whether or not it exceeds the anmount of
the cap in the round.

At this point, you would have to probably bring
t he whol e notion back. And as | recall, it was
unani nous - -

Jim correct me if I"'mwong on that.

| believe it was unaninmous. And the -- so any

of you could nmake the notion to rehear the issue again.

MR. CON NE: ['ll make a notion to rehear
the -- just the one. | can just do the one. Right?
Hunters -- whatever it is.

MR. HAMBY: Because it was there in a group --
because they -- there's a cap question that's involved, so
you' d have to rehear the notion.

MR. CONI NE: Ckay.

MR. HAMBY: You'd have to rehear the entire
item

MR. CONINE: The entire -- rehear the entire
itemat our next mneeting.

VO CE: Second.
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MS. ANDERSON:  Di scussi on.

(No response.)

M5. ANDERSON: Hearing none, | assune we're
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

MR. LYNCH. Thank you very nuch.

M5. ANDERSON: M. George Johnson. And the
next witness is Mke Lankford. M. Lankford's yielding,
so the next witness will be Margaret M1 s.

MR, JOHNSON. Good norni ng, Madam Chair and
boar d.

At the June 9 TDHCA neeting, the city of Waco
contingency, which included several nenbers of the Carver
Nei ghbor hood Associ ati on, appeared before the board to
appeal the departnment staff's decision to rule on the
QLCF -- QCP -- I'msorry -- neighborhood letter in support
of the TDHCA nunber 060244, Waco Ri ver Wal k Apart nent
Housing, ineligible, because the nei ghborhood was not in
good standing with the secretary of state on March 1.

| want to report to the chair and to the
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conmi ssion that since that tinme, we have received a letter
fromthe secretary of state reestablishing the
nei ghbor hood' s good st andi ng.

Al t hough we were di sappointed with the board's
deci sion not to grant the appeal, we understand that the
board's hands were tied and that technically, per the 2006
@QAP, the nei ghborhoods -- nei ghborhood was not on record
with the state or our county on March 1 -- and had no
choi ce but to deny the appeal.

Currently, the application is one of three
priorities -- designated application in the urban set-
aside in the region 8. At the last neeting, it was stated
t hat devel opnent and the QCP support for the
nei ghborhood -- it received was exactly what the
| egi sl ators and what this comm ssion was | ooking for.

We enphatically want you to know fromthe city
of Waco that this project has gotten the kind of support
and -- in the community fromall facets of the comunity,
to include elected officials as well as nei ghborhood and
citizen support.

And we again woul d ask your favorable
consideration in nmoving this project forward. Thank you.

M5. ANDERSON: Margaret MIls. Next wtness
wi || be Bob Shernman.
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M5. MLLS: Madam Chairman, nenbers of the
board, I'm Margaret MI1ls, executive director of Downtown
Waco | ncorporated, an econom ¢ devel opnent contractor for
the city of Waco.

Qur organi zation has recently witten a plan
for the redevel opnent of the Brazos River corridor, and
this project is one that is totally consistent with the
pl an, has been unani nously endorsed by the city council of
Waco and ot her nonprofit econom c devel opnent boards in
support of the Waco River Park Honmes -- and the overal
obj ective of this devel opnent.

We urge your -- you to nove this project
forward. We believe that the nei ghborhood associ ati on has
done their best to conply, has recently received
notification of such fromthe conptroller. And we
appreci ate your consideration of this application. Thank
you very much

MS. ANDERSON: Thank you.

M. Sherman. And the next witness will be
Chri st opher Ham | ton.

MR. SHERMAN. Good norni ng, Madam Chair, board
menbers, M. Gerber. M nane is Bob Sherman. |'ma
general partner of the Wnfield Estates property in
Texarkana. |1'mhere -- and it gives ne no pleasure -- to
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announce my opposition to Renai ssance Pl aza, nunber
060050.

As you probably know, I warned in 2005 and 2006
officially that we found out people from Arkansas are not
likely to nove across the border in live in Texarkana,
Texas. W have five tenants out of 154 today from
Arkansas on our devel opnment. The ratio has never changed
sine we started that developing thing in the year 2000.

Page 17 -- unfortunately -- | finally got a
copy of the market study. Page 17 of their market study

says there are no psychol ogical barriers to people noving

across the border either way. | found out $700, 000 |ater
that that's probably wong. It cane right out of our
pocket s.

The market area's defined in taking -- as

taking in all of Texas and Arkansas. And it shows a map
after page 17. The map shows about -- al nost equal.
Per haps the Arkansas side is a little smaller. But I
firmy believe and I -- frommy own experience that they
probably got a market area just about half of what their
mar ket study says.

And I"'m-- as | said, it gives nme no pleasure,
but I don't want to see anybody get hurt. [It's not one
big market area. W knowit's not. And we found out the
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hard way. | would say, why get hurt?

One other inportant factor is we're two mles
fromthem just over two -- two and a tenth mles from
them W had -- and | submtted this to the -- to all of
you and the staff -- a whole 96 people that visited our
site last year. And not all of themrented, of course.

Ni nety-si x people. Were are they going to find 120
t enant s?

This is just a situation that -- you know, as |
said, it gives nme no pleasure, but | don't want to see
anybody get hurt, not them not ne again. You know? And
| would just ask you to consider that.

| would challenge directly that there are no
psychol ogi cal barriers. |[If there are none, why do | only
have five people from Arkansas when | tried ny heart
out -- | marketed that thing personally, | nean the shoe-
| eat her kind of marketing in Arkansas. And it didn't
wor K.

Thank you very much. Chris Hamilton is
foll ow ng ne.

M5. ANDERSON: And after M. Hamlton will be
M. Don Schwartz.

MR HAMLTON: | just want to briefly follow up
on what M. Shernman said regarding the proposed
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Renai ssance Pl aza devel opnent. If | -- you can, at your
conveni ence, take a | ook at that market study. Follow ng
up on what he said, in the study they predict that there
are 215 units of actual present demand within the entire
city of Texarkana for inconme-qualified seniors housing.

O that amount, if you | ook at the 2000 census
nunbers, approxi mately 56.6 percent of the residents of
the city of Texarkana reside on the Texas half. So if you
t ake those nunbers and apply that proportion, you cone up
with a nunber of 121 units of demand, which is precisely
t he nunber of proposed units in the Renai ssance Pl aza
devel opment .

In addition, there's one snall additional
problem we believe, with the market study, which is that
t he market study assunes a 50 percent turnover rate in al
t he exi sting devel opnments within the city. And included
within that nunber are Wnfield Estates's 156 units.

So in order just to get to the 121 units of
demand on the Texas side of the border in Texarkana,
they're essentially assum ng that they're going to acquire
78 units fromWnfield Estates. To us, this doesn't nake
any sense, not only because it would affect our
devel opnment, which generously received federal funding
just a few years ago.
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We just believe that it's a bad idea and that
with those types of nunbers -- that this devel opnent,
wi t hout the demand in the market, is not justified and
that there's a likelihood that it will cause a dimnution
in the quality of one or both of the devel opnents or, in a
wor st - case scenario, may cause one of the devel opnents to
fail.

Accordingly, we respectfully ask that you
consi der our experience in the market in evaluating the
propriety of the market study offered by Renai ssance
Plaza. And if you deemit appropriate, we ask that you
reject the application of Renaissance Plaza. Thank you.

M5. ANDERSON: Thank you

M. Schwartz, and then State Representative Jim
Pitts.

MR, SCHWARTZ: Good norni ng, Madam Chai r man and
board. M name is Don Schwartz. |'man attorney
representing the Bayou Park Honmeowners Association and the
various other citizens of Rosenberg. And we're here in

opposition to the Providence Estates application, nunber

060219.

And | would ask that you refer to the mailing
that | did on June 7 fromDr. Ives. It states, pretty
much, our position. But just to recap that, I'd like to
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go over sone of these itens with you
The project -- first of all, an application was

made. And the applicationis in error as far as the

| ocation. It's supposed to be -- it says the southeast
corner of Louise and Airport. It is not at the southeast
corner of Louise and Airport. It is actually sonme 3, 400

yards east of Louise on Airport. That's not a big thing,
but when you | ook at al so other errors in the
application --

There -- wth regard to signage, the signis in
error. It does not have the proper phone nunber of the
Texas Departnment of Housing and Community Affairs. The
sign bl ew down sonetine in the first part of April and has
been down ever since then.

The application itself is in error as far as
the -- making reference to the anenities. It lists that
there's a Church's Fried Chicken place |ocated at 4823
Avenue H, which is wong. It makes reference to a
Security Finance on Dale Avenue. There is no such Dale
Avenue i n Rosenberg.

It says -- makes reference to a Life Check
Pharmacy. There is no Life Check Pharmacy. The
pharmacy' s been out of business for five years. It says
there's a natatoriumwest of the project. There is no
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nat at ori um west of the project. It says that the George
Junior Hghis west of the project. George Junior Hgh is
east of the project.

As far as we're concerned, the application is
inerror. It's false and borders on the -- of being
al nost fraudulent. And when you're considering the kind
of noney that this devel oper is seeking to obtain with
regard to N tax credits --

Probably one of the nobst inportant things that
| think that's in opposition is that this board has got --
we' re asking the board to use its discretion. And this
project is being -- right in the mddle of an area where
there's at |least 600 units of housing around it within a
mile.

The schools that are within the mle radius,
for the nost part, are of |ow socioeconomc -- what they
call | ow soci oeconom c students. And the enroll nent of
each school -- at least half of the enrollnment nowis
receiving free nmeals or reduced free nmeals for |unch.

And the point being is that this area is highly
concentrated with | ow soci oeconom ¢ students. And this
project would be better served, as far as taking our tax
nmoney -- buil ding sonewhere el se where they had nore
diversity as far as the population of the imedi ate area
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of the city in the imedi ate area.

This area where they want to build is already,

like |I said, highly concentrated with | ow i ncome housi ng.
And that brings us to the point of the cost of the
education. And this is inportant. You'll look in the --
what | submtted on June 7 -- is the resolution from Lamar
Consol i dat ed | ndependent School District.

The school right nowis tapped -- is capped out
as far as your tax rate. The enrollnent of the schools is
at its max, and they're going to have to probably build
nore schools. The problembeing is that there's not
enough noney.

This unit's going to have approxi mately 168
units. And the average is one student per unit. That
nmeans there's going to be 168 students that the school is
going to have to support and educate. And the information
that we have forwarded to you -- it's about $6,400 a year
for each student. If you nultiply that tinmes 168, you get
1.07 mllion.

The tax revenue fromthis project in no way can
cover the increased cost that the school is going to have
to spend to educate these students. This is also verified
by a letter fromDr. Randall of the -- superintendent of
Lamar Consol i dat ed | ndependent School District -- that

ON THE RECORD REPORTI NG
(512) 450- 0342




16

points this out. Also, there's a resolution from Lamar
Consol i dat ed | ndependent School District that is against
this project.

And the whole idea right here is, one, that the
students will suffer, the existing students, if you |oad
nore of these students on there, because there's just so
much noney, so much availability of teachers. And the

unit that it takes to do the education, to educate the

school s --

M5. ANDERSON. Sir, | need to ask you to --

MR. SCHWARTZ: Al right. [I'll go --

M5. ANDERSON: -- concl ude.

MR. SCHWARTZ: All right. Basically, it's a
tax burden on the city of Rosenberg, as well as the -- not

only the school, but the city also. There's a letter from
Dora Levo against it, who is our honorable representative.
There's a letter fromthe homeowners associ ation.

We woul d ask that you take a | ook at the
information that's submtted. W would -- it's -- also
ask that you | ook at the other information that is
submitted, which is our exhibits, and the fact that
there's 600 -- | believe there's 600 units already within
this i nmedi ate ar ea.

And to allow this project to go forward is
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going to be an increase in taxes, as well as the -- the
cost -- the tax cost wll not cover the requested services
that this unit is going to have -- this project is going

to recover.

And therefore, we would urge the board to vote
against this project and use the discretionary authority
that the board has. Thank you.

M5. ANDERSON: Thank you, sir.

State Representative JimPitts. The next
witness will be Wayne Wi ght.

MR. PITTS: Thank you, Madam Chair, and thank
you, nenbers, for letting ne cone today. This is areally
important project in ny district. And frankly, | did not
decide to cone until Friday, because | had gone to a
soci al event in Waxahachi e on Thursday night, and al
t hese people canme up to nme and said, What can you do to
save this project?

And | went to a TxDOT neeting on the high-speed
rail. And the city nmanager and sone of the city counci
peopl e canme up to nme and said, Mre inportant, what can
you do to save this project -- the senior citizens?

And so on Friday, | decided I would cone and
throwin ny two cents and express to you ny full support
for the Country Lane Seniors project in Waxahachi e and ask
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the board to take into consideration the inpact this
project wll have on ny comunity.

This project will provide senior citizens the
opportunity to live independently and ultimately provide
facilities for nore specialized care. This project has
the full support of the Waxahachie city council and w |
nmeet a clearly identified need in our conmunity, as we
currently do not have a simlar residential facility for
senior citizens.

In addition, the devel oper has agreed to donate
land to provide for a new senior citizens activity center,
sonething the city desperately needs.

|"maware that Country Lane Senior's
application did not score as well as it should have, due
to a letter of support fromthe Bullard Heights
Nei ghbor hood Associ ati on not being received by the agency
tinmely.

The president of that association, Sandy
W | kerson, is one that has been contacting nme by e-mail,
by tel ephone, by every way she can contact ne -- seek ny
hel p and be here today. Because for sonme reason, her
letter was lost in the mail.

But | would ask that the board recogni ze that
this project has the support of the nei ghborhood

ON THE RECORD REPORTI NG
(512) 450- 0342




19

association, as well as the rest of the community, and
consider this in making your final decision on this
proj ect .

Again, | would ask you to reexamne this
application, and hopefully your decision will be favorable
for this project in Waxahachie. Thank you very nuch.
Thank you.

M5. ANDERSON: M. Wight. The next witness is
Randy Lawson.

MR WRIGHT: Hi.

M5. ANDERSON: Good nor ni ng.

MR. WRI GHT: Thank you all for serving. 1|'m
Wayne Wight, and I'mthe past president of the Bayou Park
Honeowners Association. | was president for about eight
years -- a nei ghborhood of about 50 houses. 1've been in
t he house since 1979, raised ny famly there. W noved
out of the city of Houston to get a bedroom comunity, a
smal | area.

| have -- I'min opposition, as well as the
rest of the nei ghborhood, all of the residents, whoml've
known since they noved there, since | was one of the first
houses in the nei ghborhood.

We have subm tted a docunent opposing -- a
hundred percent of the nei ghborhood is opposed to this

ON THE RECORD REPORTI NG
(512) 450- 0342




20

project. 1'd like for you to review and | ook at the cost
associated wth the additional crine that a facility like
that -- not all of the people that are going to live there
are going to be problens to the police or the comunity,
but typically it usually is.

And it's going to be a strain on the system
the police, the fire, the streets, the schools. M.
Schwartz tal ked about the schools. | just would |Iike for
you all to, as he said, use your discretion. This is a
project that is not wanted by the najority of the people
in the area. | haven't talked to anybody in the city who

is in favor of this project.

| think that we're already -- have our nunbers
of trailer houses, |owinconme groups that are there. It's
diverse. And it will only serve to pull those people that

are going to be noving into that area dowmn. They need to
be pulled up. And | think that another area would be
better served to help those people. Thank you.

M5. ANDERSON: Thank you, sir.

VO CE:  Wich project?

M5. ANDERSON: This is the Rosenberg --

VO CE: Oh, sane. Rosenberg? kay.

M5. ANDERSON: M. Randy Lawson. And then the
next witness i s John Brandenburg.
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MR. LAWSON: | yield nmy tine.

M5. ANDERSON: Ckay. M. Brandenburg.

MR. BRANDENBURG  Good norni ng, Madam Chair and
chairnmen -- nenbers. | am John Brandenburg. | live at
2628 Trophy Drive, Bryan, Texas. And |I'mthe president of
t he homeowners associ ation there. Wen | got first notice
fromyou all concerning the Mansion at Briar Creek, the
apartnent buildings that are about to go in, I wote you
and |l et you know of my approval then.

| have been in constant contact with ny
menbers, and let nme say that we are restating our
associ ation's continuing support for the project. The
apartnent conplex will add the final step to the
devel opnent of a housing project designed and being
constructed i medi atel y adj acent to our homeowner
associ ati on.

| nasmuch as our homeowner's association is age
and deed restricted, we provide an elderly person's |iving
situation that is alnobst unique in Bryan. Both the new
i ndi vi dual housi ng and the apartnment conplex are foll ow ng
t he sane deed and age restrictions that we have
establ i shed, thereby creating an entire nei ghbor hood
dedi cated to providing to the elderly a desirable and
dignified atnosphere in which to spend their retirenent
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years.

You wi Il hear opposition from sone residents of
ot her nei ghbor hoods that have no honmeowners associ ation
but feel that the apartnent conplex is a threat to their
property values. It is also interesting to note that
t hese nei ghbor hoods do not adjoin the apartnent
devel opnent area, and as a result, their objections have
little validity.

The main concern of the other nei ghborhoods is
that the apartment will go HUD. But that possibility is
remote and virtually nonexi stent based on the apartnent
devel oper's record and history in the past.

The apartnent conplex will provide a viable
option for dignified elderly living as incones dimnish
and capability to live in individual homes |essens. Wen
conpleted, this entire area will be a showpl ace for
elderly living, not only in Bryan, but in all of Texas.
We urge you to grant the tax relief requested. Thank you
very rmuch

M5. ANDERSON: Thank you, sir.

That is the conclusion of the public comrent
for this portion of the neeting, unless --

Okay. Ms. Shel ton.

M5. SHELTON: Madam Chair and nenbers of the
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board, I'mLinda Shelton. I'mwth the city council, city
of Bowe. |1'mhere to speak on behalf of the housing tax-
credit application 060104, the Grove at Brushy Creek, that
we want to be | ocated in Bow e.

The Gove at Brushy Creek is not currently
identified as a priority application on the |list rel eased
by your staff. However, this developnent is a big
priority for the city of Bow e.

The G ove at Brushy Creek has a final score of
176, which ties it with Canpus View Apartments in Vernon.

It is ny understanding that the tiebreaker factor used to
deci de which project receives tax credit is based on a
per-capita fornmula which neasures how nmany tax-credit
units a city has received relative to the state of Texas a
whol e.

There is only a very small margin separating
the cities of Bowie and Vernon in this tiebreaker. W
have a 1.23, and Vernon has a 1.08 score. | understand
this fornula treats the rehabilitation of existing housing
the sane as buil ding new units.

The only tax credit Bowi e has ever received in
was in 1997 to rehab an existing USDA devel opnent.

Al t hough this inproved the housing for the people living
there, it did not create any new housing units. Vernon
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has received two awards in the past, one for rehab, and
then nore recently in 2003, one for 60 units of new
construction.

If this fornmula treated new construction and
rehab differently, clearly Bowie would be favored in a
tiebreaker. In fact, our housing needs score is 6, while
Vernon's is 4.

The city of Bowie is so conmtted to this
devel opnment that we are granting $170,000 to the G ove at
Brushy Creek. W are contributing six acres of |and
val ued at $75, 000 and $95,000 in in-kind | abor, equipnent
usage and materials or other services. | want to
enphasize this is a grant. |It's not a loan fromthe city.

From what | understand, this level of this
i nvol venent and conmi tnment of hard-earned tax dollars by
the city of Bowe is unique and very rare in rural Texas.

It's frustrating to us, because this devel opnent is
| osing to anot her application whose comm tnent of funding
fromthe | ocal governnent is just a short-term/| oan of
$155, 000 from a housing finance corporation, and they get
t he sane nunber of points that we do.

We have done everything that we can to support
this project. W still support it. W would |like for you
to consider funding Bowi e. W have a trenendous need for
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this housing, and we' ve never received any new

construction tax-credits housing before. Thank you for

your tinme.

MS. ANDERSON: Thank you.

Ms. Mclver.

M5. MIVER | was just going to yield. Thank
you.

M5. ANDERSON: Okay. So | believe that
concl udes the public coment for the opening portion of
t he agenda, so we now w |l proceed with the agenda itself.

And M. Gerber, do you have an announcenent
you'd li ke to make before we get started?

MR GERBER:. Madam Chair, nenbers of the board,
good norning. |'mpleased to report to the board and to
our -- and to the clients that we serve that Brooke Boston
has accepted the position of deputy executive director for
prograns at TDHCA. Brooke has --

(Appl ause.)

MR. GERBER: | thought we were going to save
that for the end.

She's brought trenmendous skill and intellect
and creativity and integrity to everything that she's done
for the departnment. |'mexcited that she's going to be
part of our |eadership team continues to be a part of our
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| eadership team And | know you all obviously join nme in
wi shing her the very best as she enbarks on this new role
at the departnent.

But wel cone in this new assignnment, and thank
you for accepting.

M5. ANDERSON:. Ckay. That's a great way to
start the neeting.

Iltem1l is a series of awards that we're very
pl eased to be able to nmake today. M. GCerber.

MR. GERBER  Menbers, as part of June
cel ebration of honme-ownership nonth, the staff and the
TDHCA governing board would |i ke to recognize the | ending
community for their contributions to affordabl e housing
and their effort to increase the honme-ownership rate in
Texas.

Through the issuance of low interest rate
nort gage revenue bond | oans, the first -- Texas First Tine
Honmebuyer Program in conjunction with its network of
participating | enders, originated over $200 mllion in
nortgage | oans in 2005 and enabl ed approximately 1, 900
individuals and fam|lies to experience the benefits of
home owner shi p.

Through the Mortgage Credit Certificate
Program a dollar-for-dollar tax reduction up to $2,000 is
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offered to first-tinme honebuyers. |In 2005, TDHCA's
network of participating |lenders issued over 480 credits
t hrough this program

Today we're recogni zing two | endi ng
institutions under the Texas First Time Honebuyer Program
and one lending institution under the Mdirtgage Credit
Certificate Program The | enders were selected fromthe
current group of 40-plus participating | ending
institutions.

The selection criteria included the dollar
vol une and nunber of | oans -- nunber of |oan originations,
borrower income |evel served, the percentage of mnority
homebuyer | oans origi nated, and the nunber of
participating branch offices and overall program
per f or mance.

The foll ow ng | enders have been sel ected for
recognition of their achievenents. DH Mortgage Conpany
is the nortgage subsidiary of DR Horton. Founded in 1975
in Fort Worth, Texas, DR Horton has expanded its presence
to include 77 markets in 26 states in the Md-Atlantic,

M dwest, Sout heast and Sout hwest and Western regi ons of
the United States.

DH Mortgage has continuously denonstrated a
true commtnent in participating in various affordabl e-
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housi ng prograns that have been offered both in the state
of Texas and nationwi de. Their concern for the low to
noderate-inconme client is evident in the quick response to
any new prograns that are offered and in the exacting
standards by which their |oan officers are trained, both
initially and with continui ng educati on.

Updat es and changes are al ways conmmuni cated to
t he various branches in order to guarantee that their
clients can participate in a programthat will benefit
themin attaining their first hone.

In 2005, DH originated 386 | oans totaling over
$54 mllion. Their honmebuyers' area nedian famly incone
was 69 percent, and 42 percent of the |oans origi nated
were made to mnority honebuyers. They al so had branch
offices located in 12 counties across Texas to serve a
br oader range of Texans.

We're delighted to recognize DH Mortgage
Conpany's contributions. And M. Kirby Lukower is here to
accept the award on their behal f.

(Appl ause.)

M5. ANDERSON: Thank you very much

MR. LUKOWER: Thank you very nuch.

M5. ANDERSON: Excellent work on you all's
part, and we -- you are a terrific partner with the
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departnment. We're privileged to be a partner of yours.

MR LUKONER  Well, that's -- it's all our
pl easure. And it's ny honor to accept this award on
behal f of DH Mortgage Conpany. And | wanted to thank
TDHCA for their efforts in making honmes nore affordable in
the state and honoring us with the distinct -- with this
di stinction of being the | ender of the year.

(Appl ause.)

MR, LUKONER: And if you wouldn't mnd, | just
wanted to introduce the folks who really do all the work
at DH Mortgage.

MS. ANDERSON:. Speak -- step down and j ust
speak - -

MR, LUKOVNER: Ch, okay.

M5. ANDERSON: -- into the m crophone, so we
get this on the record.

MR, LUKONER: | just wanted to take a nonent
and nmake sure the proper people were recogni zed, the ones
who actually do the work and deserve all the credit for
our affordabl e-housing effort at DH nortgage.

Angel a Her nandez, assistant vice-president. o
ahead and stand up, Angel a.

(Appl ause.)
MR. LUKONER: She's been with the conpany a
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long tine and has worked with TDHCA for 13, 14 years in
process | oans and then actually have -- oversees the area
t hat manages the affordabl e- housi ng depart nent.

And we also have -- | guess |I'll go by who's
next to you -- is Patricia Wagner. She is a branch
manager in Austin and origi nates many aff ordabl e-housi ng
horme | oans.

And Dana W/ son.

(Appl ause.)

MR. LUKONER: Dana is a branch manager in
Killeen.

And next is Pat Daffin, who is now a sales
manager -- correct -- in Austin. And she works very
diligently with affordabl e-housi ng prograns.

(Appl ause.)

MR LUKONER: And then we have our affordabl e-
housi ng specialist in the back, Allan Rodni ck.

(Appl ause.)

MR. LUKOWNER: Just stay up, Allan.

And Pai ge d ark.

(Appl ause.)

MR. LUKONER: Now, these two peopl e devote al
of their time to affordable housing. They're affordabl e-
housi ng specialists, and they work with financing
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corporations all over the United States. And they told ne
t hat --

You know, | was asking, Well, how does TDHCA
conpare to other states? Are they, you know, top, |ow?
And fortunately, because |I'm saying this now, TDHCA cones
out very tops of all the prograns. So thank you all for
your effort.

And Chad Wells, who manages the product-
devel opnment departnment and oversees --

(Appl ause.)

MR LUKONER: And of course, we have a | ot of
ot her people that couldn't attend here today. But this is
the core group right here that makes it happen. Thank
you.

(Appl ause.)

MR. GERBER  Thank you, M. Lukower, and your
time at DHI for the great service you provide.

Qur second -- the second | ender that we've
selected for recognition is our First Time Honebuyer
Program rookie of the year. Premer Nationw de Lending is
one of the nation's |argest nortgage |lenders. Premer's
branch offices have the ability to originate, underwite
and cl ose | oans without going to a centralized-processing
center.
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Premier's lending strategy is their commtnent
to excellent custonmer service with great enphasis on the
Texas First Time Honebuyer Program and with great enphasis
on the first-tinme honebuyer. Last year Prem er originated
over $1 billion in production.

Prem er Nationw de Lendi ng becane a partici pant
in the Texas First Tinme Honmebuyer Programin May 2005.
They originated 64 | oans totaling over $8.4 mllion.

Their honebuyers' area nedian fam |y incone was 75
percent, and 36 percent of the |oans originated were nade
to mnority honebuyers.

Dana Martinez is here to accept their
recognition. And again, congratul ations.

(Appl ause.)

MR. GERBER: Thank you, Dana, and your team at
Prem er.

(Appl ause.)

MR. CERBER Last but not |least is the Judith
O Smith Mortgage Goup, our nortgage certificate --
nortgage credit certificate | ender of the year. Judith O
Smth Mdrtgage Group specializes in hone-nortgage | oans
and has been serving the Fort Worth/ Dallas Metropl ex area
for many years.

Their professional personnel are highly trained
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and are | eaders in the nortgage industry. They
participate in many first-time honmebuyer prograns, housing
bonds, nortgage-credit certificates, city; county; state,
and ot her down-paynment assi stance prograns.

Thi s organi zation issued 41 nortgage-credit
certificates and served borrowers with an area nedian
famly income of 79 percent. Approximtely 30 percent of
the nortgage-credit certificates issued were to mnority
homebuyers.

The Judith O Smth Mrtgage G oup has al so
participated in many -- for many years, of course, in the
Texas First Tine Honebuyer Program And the
organi zation's program know edge and final docunentation
has been superior.

Accepting the award is Judith Smth, the
president of Judith O Smth Mrtgage G oup. Wl cone and
congratul ati ons.

(Appl ause.)

M5. SMTH  You all, | have worked with first-
ti me honebuyer progranms forever. Sonebody the other day
called me a dinosaur, if that gives you any indication.
But anyway, we are very privileged to be here today and
accept this award on behalf of all ny conpany. It's kind
of |ike the biggest and the baby. And | amthe baby of
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t hese conpani es here.

But we get such a thrill out of working with
first-time homebuyer people fromthe day we first hear
their voice on the phone, when they come into our office,
and when we get to work with these famlies.

Alot of our famlies qualify very easily for
their hone |oans, and a |lot of themdo not qualify very
easily for their hone | oans. But we have in progress our
program whereby we visit with all these folks. And many
times they do not get their hone approval the first tine,
but we put themthrough what is called a plan of action,
meani ng they get kind of a hint list, a to-do |ist.

And it goes through the itenms that they need to
do, to work on, whether -- if it's a credit issue or debt
preparation -- just |earning about how to handl e a hone on
their omm. And the plan of action wll take three, six,
nine, sonetinmes 12 nonths for themto conplete.

But you woul d be amazed how many of these fol ks
actually do conplete all the itens. And they're so
exci ted when they conme back to our office. They --
they're ready to buy then, and we are ready to | oan them
t he noney.

The other thing that | want to do is to
conplinment the state of Texas with the TDHCA. It is a

ON THE RECORD REPORTI NG
(512) 450- 0342




35

great agency. You have a wonderful director of finance
and single famly with Eric and his staff. And you have
t hese wonderful progranms, and nore inportantly, they are
wor kabl e prograns. And it's a great conbination, and I

t hank you so much

(Appl ause.)

M5. ANDERSON: Congratul ations to all of our
wi nners. And | -- we have not done these announcenents in
the board neeting before, and it is so gratifying to do
t hat .

Eric, we nust make this an annual tradition,
because | think it's very gratifying for the board to hear
first hand fromthe | enders and our partners with whom
this single-famly noney woul d not end up hel pi ng peopl e
buy homes -- very inportant for us to hear first hand and
to hear the personal stories.

So congratul ations to you all, and thank you
all so much for your support of the TDHCA single-famly
progr ans.

(Appl ause.)

M5. ANDERSON: Moving on then to item 2 on the
agenda, which is the consent agenda.

MR. CONINE: Move for approval .

MR. GONZALEZ: Second.
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MS. ANDERSON:  Di scussi on.

(No response.)

M5. ANDERSON: Hearing none, | assune we're
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: Mbtion carries.

Item nunber 3 then is presentation, discussio
and possi bl e approval of audit itens.

MR. GERBER  Thank you, Madam Chair. M.
Gaines will lead this part of the discussion.

MR. GAINES: Good norning, Madam Chair, board
menbers. Good norning, M. Cerber.

MR. GERBER  Good norni ng

MR GAINES: |If you'll turn to tab 3 in your

36

n

materials, the first agenda itemis approval of the prior

m nutes. And since we just have one audit-conmmttee

menber present today, we pulled that itemfromthe agenda.

If you'll turn to tab 3b, you'll find proposed

amendnents to the fiscal year 2006 audit plan. And if
you'll refer to the colum slightly in the m ddl e,
proposed anendnents, |'Ill discuss those briefly.
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On the first page, there's two audits being
proposed to roll over into the fiscal year 2007 audit
plan, and that's to be conpleted the first quarter of that
fiscal year. These projects relate to portfolio
managenent conpliance onsite field nonitoring and PMC
portfolio managenent conpliance draw processes.

These del ays relate primarily to one of ny
senior staff auditors, who's assumed the acting role of
director of portfolio managenent and conpliance divi sion.

That's Kelly Crawford, who just happens to be here today.
And we've al so had sonme del ays relating to inplenentation
of sone new autonmated software that we' ve inpl enented,
wor ki ng- paper software, as well as new strategies we're
pursuing, really focusing on risk-based auditing.

| believe both these -- the software and the
new strategies are nmaking us becone nore effective and
efficient. There has been sonme startup time with those,
however .

On the second page of the anendnments, you'l
see two client-assistance projects that internal audit
plans on taking a | esser role in going forward. These are
real ly nore managenent functions, and nanagenent's
assum ng these rol es.

The first one relates to internal audit no
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| onger taking a | eadership role facilitating the
departnent's risk-managenent program The director of

i nformati on systens has assunmed the nmanagenent role of the
departnent's risk-managenent coordi nator, and interna
audit will continue to provide assistance and input into

t hat program

The second client-assistance project relates to
me no | onger serving as chair of the central database
steering commttee, which again is nore of a managenent
role. The director of multifamly finance and production
division is -- or has assuned that role. And again, |'ll
continue to participate in that and provide whatever input
| m ght be able to.

"1l be glad to discuss any of these anendnents
further if you so please. Oherwise, it requires action
of the board to approve these.

MR. CONINE: Move for approval .

MR. GONZALEZ: Second.

M5. ANDERSON: Di scussi on.

(No response.)

M5. ANDERSON: Hearing none, | assune we're
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

ON THE RECORD REPORTI NG
(512) 450- 0342




39

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

MR GAINES: If you'll turntoitem3c, this is
an audit recently conpleted by the division of the
official of colonia initiatives' draw processing and
subreci pi ent nonitoring functions for the contract for
deed conversi on program

The OCI division assuned the draw processing
and subrecipient nmonitoring responsibilities for the
contract for deed programin January 2005. However, since
that time, the roles and responsibilities have not been
clearly established. And the necessary control systens,
policies and procedures to ensure an effective draw
processi ng and nonitoring function have not been
devel oped.

Additionally, the nmonitoring function is being
fulfilled by the sane staff as the staff fulfilling the
grants managenent technical assistance functions. And we
consider this a problemrelating to appropriate separation
of duties.

W' ve recommended to managenent that they
clearly define their nonitoring objectives and goals and
devel op formalized roles and responsibilities and control
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systens to achieve their objectives. W also recomended
that the staff assigned responsibilities for the
nmonitoring function be separate fromthe staff responsible
for grants managenent and technical assistance.

O alternatively, we reconmended that the
departnent transfer the program nonitoring
responsibilities to PMC s existing program nonitoring
function of the HOVE funds in order to separate these
functions as well as to capitalize on existing systens of
control. And departnent nmanagenent was receptive to our
recommendat i ons and have agreed to nove these nonitoring
responsibilities back to PMC

If you will, on page 8, there were severa
conpl i ance exceptions we also noted -- page 8 of your
report. The first issue relates to the requirenent the
departnment convert 400 contracts for deed into warranty
deeds for biennium

And the second one relates to the departnent
not having inpl enented a guaranteed contract for deed
conversion programrequired by the departnent's enabling
| egi sl ation.

Managenment responds that the resource
l[imtations really preclude the 400 conversions, and
[imtations of the HOVE funds as well as hesitation in the
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private sector -- precluding inplenentation of the
guaranteed contract for deed conversion program

The | ast conpliance issue relates to one of the
departnent's subrecipients that's been servicing contract
for deeds that it converted to first-lien notes and --
rat her than sending noney to the departnent for servicing.

Additionally, these nortgage liens are in the
name of the subrecipient rather than the departnent. And
the departnent is working on both these issues, to
transfer the notes and the servicing of those back into
the departnent and to get the liens transferred back to --
under the name of TDHCA

"1l be glad to address any questions you m ght
have in these respects.

MR CONINE: Could we get a -- | guess a
coment from M. Gerber on managenent follow ng up on sone
of these suggestions by internal audit.

MR. GERBER  Absolutely, M. Conine. W've had
a chance to review these audit findings. |'m concerned
about them We've had a chance to sit down with staff.
And we will be setting about over the course of the sumer
to inplenent nost, if not all, of the recomendati ons
contained in this audit.

We take these findings seriously. W know the
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great work that our staff does in OClI. There's sone fine-
tuning and sone inprovenents that need to be nade and
separation of function as well. And the departnent has a
broad capacity to address these issues, and we wl|l.

MR. CONINE: Could we expect a report back on
this overall initiative say Septenber sonetine? Wuld
that be an appropriate tinme frame?

MR. GERBER  Yes, sir.

MR. CONINE: Wuld you nmake sure?

MR GAINES: |'ll carry these issues forward in
our prior-issue reports that I bring. | would Iike to say
t hat the managenent and staff of the division OCl was very
hel pful in this project, brought a |lot of the issues to
the table, were helpful in witing the report. And we
certainly appreciate that very much

MS. ANDERSON:. | have one specific question,

M. Gerber -- or for whoever you'd like to direct it to.
Because both here and in the subsequent section of M.
Gaine's report, there's reference to this environnental
review guide that's required by HUD, and we submtted it
to HUD.

And it doesn't sound to ne |ike we can get
this -- these contract for deed things noving until we get
that done. So |I'm asking what the status is of the
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envi ronnent al review gui de's approval .

MR. CABELLO  Honer Cabello with office of
colonia initiatives. Your specific questionis with the
envi ronnment al - gui de approval that was submtted to HUD

M5. ANDERSON: Yes. Because it -- the way this
report reads, that's tying up progress on the noney that
was conmitted in August and October of |ast year.

MR. CABELLO That was one of the obstacles
that we were trying to address. And until the
environmental review guide is approved, we're noving
forward in utilizing the current environnental -approval
process that was in place.

Now, we are in conmunication with the HUD
environmental specialists in Fort Worth to nake sure that
it's neeting their recomrendation. But in reference to
t he actual environnental guide, that was fromthe PMC
di vi si on.

M5. ANDERSON:. Well, this audit report says the
progress on those contracts is pendi ng approval of an
environmental review guide. So is that an accurate
wor di ng of the current status?

MR CABELLO Yes. W were -- | guess we were
venting frustrations sone because we were ready to nove
forward with our contracts Septenber, QOctober, Novenber,
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and we were on a holding pattern waiting for the
envi ronnent al guide to be approved.

M5. ANDERSON: Ckay. So M. Cerber, | cone
back to ny original question. Wat is the status approval
of the environnental review guide?

Thank you, M. Cabell o.

M5. CRAWFORD: Good norning. Kelly Crawford,
acting director of PMC. W are currently working wth HUD
right now to get an approval for the environnental guide
that we're working on. W have a very good draft in to
t hem and are pendi ng sonme comments fromthem They give
us comments; we send them back, and we're still in that
exerci se right now.

MR. CERBER Madam Chair, nenbers of the
board, I'll touch base with G ndy Leon, the regional
director for HUD, and find out the status of our approval,
and we' Il report back to you.

MS5. ANDERSON: G eat.

M5. CRAWFORD: Thank you.

MS. ANDERSON: Thank you.

MR. GAINES: The next agenda item 3d, relates
to a recent technical assistance and nonitoring review of
t he HOVE program conducted by the HUD Fort Worth office.
The actual review was conducted in February of this year,
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and HUD s recently released their report. It contained
five findings and several concerns. | believe there are
several -- seven concerns.

And al t hough there was several findings and
concerns, HUD has indicated that the departnent's made
substantial progress in the adm nistration of the program

The departnent’'s provided HUD with a response to this
audit or this nonitoring review and is hopeful it wll be
accepted by HUD

There are a couple of issues that the
departnment anticipates further discussion with HUD on for
the -- knowi ng we have a fairly full agenda item-- or
agenda today, | was suggesting any outstanding i ssues that
are not accepted by HUD and their response to our response

"1l carry forward to prior audit issues during our next

meet i ng.

M5. ANDERSON: M. Gaines, | --

Are there questions of the board on this
report?

(No response.)

M5. ANDERSON: | have one question on page 13
of the report. It's finding nunber 4. And it -- at the
very bottom of page 13, it indicates -- it makes reference
to reinbursing |l ocal HOVE trust account fromsome -- for
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sonme subsidy provided for purchase of sone units from non-
federal funds. Wat is -- we know what the anount of that
repaynent is?

MR GAINES. |'mnot sure if managenent knows
t hat amount or not.

M5. ANDERSON: Any volunteers to take that
guestion?

M5. MAURO  On page 137

M5. ANDERSON: Yes, ma'am It's the very
bottom of page 13.

M5. MAURO |'m Sandy Mauro, manager of
portfolio managenent. Basically, what they're requesting
is that as part of our down paynent-assi stance program we
al so have a rehabilitation program and that when they
purchase the home, if there are any activities that they
feel like are going to break down -- like if the air
conditioner is 18 years old, then we go ahead and repl ace
the air conditioner with those funds.

And what HUD is recomrending is that it not be
at any cost to the honeowner. So they're asking for nore
noney being put into the down paynent, so it would not
only be down paynent, but it would also be rehabilitation.

M5. ANDERSON: Ckay.

M5. MAURO Did that answer your question?
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M5. ANDERSON: Well, not exactly, but "Il --
it'"s interesting to know. But |I'mon page 13 and the
required corrective action. |It's on finding nunber 4.
It's the very |ast sentence on page 13. The statenent's
i mredi ately reinburse its | ocal HOVE trust account from
non-federal funds. And | just am asking about what's the
extent of that liability.

M5. MAURO You're tal king about 30, $40, 000.
l|"msorry; nmy -- | thought you were tal king about the
monitoring letter. | apol ogize.

M5. ANDERSON: Oh, okay.

M5. MAURO | nean, the worst-case scenario
woul d be for the state to reinburse HUD for the three
homes that we provided assistance to --

M5. ANDERSON: Ri ght.

MS. MAURO -- which would be $30, 000

M5. ANDERSON: Ckay.

M5. MAURO  You know, it's a touchy situation,
because the house is pulled away fromthe foundation. It
wasn't that way when the house was -- when the | oan was
closed. But it's been over a year now.

M5. ANDERSON: And so the renmedy then is to
increase the HOVME award so that it covers this needed
rehabilitation so that we're not in a position in the
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future of having to reinburse the cost froma -- from non-
f ederal funds.

M5. MAURO That's what HUD s --

M5. ANDERSON: We don't have any non-federa
funds.

M5. MAURO Right. That's what HUD s
pr oposi ng.

MS. ANDERSON: Ckay. Thank you.

MR. CONI NE: Madam Chair, could we, | guess,
add this to the Septenber |ist where we get sone feedback
on this particular report as well?

MR. GAINES: WMadam Chair, there's a coupl e of
i ssues related that you mght be interested in that
respect. That was the |last option or the worst case.

HUD s asked for docunentation of the original inspections,
or we can reinspect those.

You'll notice a couple of conditions related to
an addition pulling away, as Ms. Mauro nentioned, as well
as an air-conditioning unit that went out. At the tinme of
the inspection, the unit, | believe, was 17 years or
sonething like that. And at the tinme of the inspection,
the pull away on the addition wasn't obvi ous.

So what was HUD was suggesting was to nake
rehabs available in case they had a match. |t doesn't
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come to mnd. But in case events shortly after occur that
coul d not be detected during inspection -- and federal
funds woul d be okay with that.

MS. ANDERSON: Ckay. Thank you.

MR GAINES: Let's see. Tab 3e is where we're
at, status of prior audit issues. There's 14 issues being
reported to you today. Ten of themare being reported as
i npl emented. The remaining four are targeted for ful
i npl enentation by the end of the nonth.

To the extent that they aren't fully
i npl enented by the end of the nonth, they'll roll forward
to you in the next report. So |I'd suggest to the extent
we need to, we discuss those at that tine.

And finally, the |ast agenda item 3f, is the
status of internal/external audits. This is primarily for
your information. W' re aggressive in trying to neet our
plan for the year. |It's eased up a little bit with you
all's amendnent to the plan earlier today.

We currently have KPMG onsite doing their
federal single audit. Deloitte and Touche wll be
starting their interimwork in July. And both of those
audits will be conpleted in the fall. And I'll be glad to
address any conments, questions, anything on the audit-
conmm ttee agenda today.
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MR. CONINE: |'m good.

MR. GAINES: Thank you very nuch.

M5. ANDERSON: Thank you

Now we turn our attention to agenda item nunber
4, presentation, discussion and possi bl e approval of
multifam |y division itens, specifically housing tax
credit appeals -- housing tax credit itens. 4a is
appeal s.

M. GCerber.

MR GERBER:. Madam Chair, nenbers of the board,
on itemda -- it's regarding housing tax-credit appeals.
However, these appeals have been postponed until the July
12, 2006, board neetings -- board neeting. The appeals
wer e postponed to allow the applicant to respond to a
deficiency notice relating to the item

M5. ANDERSON: Ckay. | do have public comment

on this item These witnesses may or nay not wish to

testify.

M . Robert Joy.

MR JOY: 1'd like to go ahead and testify.
Good norning. |'m Bob Joy representing the NCS [ phoneti c]
group of Texas. | would |like to give you three reasons

that the appeals by Centerpoint Hone Omership, Ochard

Val | ey Homes, and Sun Vall ey Homes shoul d be deni ed.
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First, the 2006 QAP clearly states the
nei ghbor hood organi zations include resident councils only
for rehabilitation or denolition with new construction
applications in which the council is commenting on the
rehabilitation or denolition/new construction of property
occupi ed by the residents.

The key phrase here is denplition with new
construction. Despite the decision nade by the board at
the last neeting, this | anguage does not allow for
resident councils to coment on new construction unless
there is also denolition. This application does not
i nclude the denolition of any existing units.

Second, unlike the Sunset Haven's appeal from
| ast nonth, the housing authority does not own all of the
lots in the boundaries of the resident council or even the
Cent er poi nt subdi vi si on.

For the -- excuse ne. Per the nenbership
section of the bylaws, nenbership in the organization
shal | include any person whose nanme appears on the | ease
via -- unit in the public-housing devel opnents represented
by the organi zation who is at |east 18 years of age.

This section does not allow nenbership for al
of the other people that |ive or own residences within the
stated boundaries of the resident's council.
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Third, and nost inportant | believe, | believe
that the devel oper has exerted i nappropriate influence
over the resident council. | have handed you a map
show ng in blue the boundaries of the resident counci
submtted with the support letters in 2005.

In yellow is the additional area that was added
to the boundaries when they submitted their 2006 support
letters. The resident council letter states the
boundari es were anended to nake them nore easily
identifiable to all nmenbers of the organi zati on and
comunity.

The real beneficiary of this boundary anmendnent
was t he devel oper principals Celine Jaffar and Janmes R
Bill Fisher, who were able to get a letter of support for
two new applications to be submtted in 2006.

These applications were Orchard Vall ey Hones
and Sun Vall ey Homes. They are shown as the circled
nunber 1 in the upper right-hand corner of the yellow part
of the map | handed you.

Thank you for your tine, and I'll answer any
guestions the board may have regarding the information
have provi ded.

MR. SALINAS: Aren't these supposed to be
tabled for later?
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MR CONINE: Well, the item was.

MR. SALINAS: The item was.

MR. CONINE: But his public comment wasn't.
MR. SALINAS: This is just public comrent.
MR CONI NE: Yes.

MS. ANDERSON: Questi ons.

(No response.)

M5. ANDERSON: Thank you, sir.

M. Bill Walter.

MR WALTER I'll go ahead and yi el d.

M5. ANDERSON: Ckay. Thank you.

VO CE:  Madam Chairman - -

MS. ANDERSON:  Yes, sir.

VO CE: -- what action, if any, is required of
t he board regardi ng these appeal s?

M5. ANDERSON: It's my understandi ng that they
go on the July 12 agenda when we'll -- this would be --
t he devel oper deferred themlast tine, and he has now
deferred them-- he's pulled themfromthe agenda a second
time.

|t em nunber 4b is discussion, possible action
regardi ng report of the housing tax-credit chall enges
pursuant to Section 50.170© of the 2006 QAP.

MR. GERBER  Board nenbers, as you recall from
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the June 9 board neeting, the 2006 QAP provi des process
for handling and eval uating chall enges received by the
departnment, which [ast year were called allegations. The
2006 QAP |l anguage is provided in the wite-up before you.

To summarize it, once the departnent receives a
chal | enge, we post a copy of the challenge received to our
website and al so provide it to the applicant relating to
the chall enge. The applicant is then provided an
opportunity to respond to the chall enge.

To the extent that the applicant related to the
chal I enge responds to the eligible challenge or
chal I enges, staff will evaluate all the evidence received,
and point reductions and/or term nations could possibly be
made adm ni stratively.

In these cases, the applicant will be given an
opportunity to appeal, as is the case with all point
reductions and term nations. To the extent that the
evi dence does not confirma challenge, a neno wll be
witten to the file for that application related to the
chal l enge. The departnment will post all determ nations to
t he TDHCA websi te.

Staff has provided a table behind this action
item which reflects a summary of all chall enges posted to
the departnment's website on or before June 12, 2006. At

ON THE RECORD REPORTI NG
(512) 450- 0342




55

the tine the board book went up | ast week, all chall enges
received were either ineligible or pending.

We did post the departnent's updated
determ nations on all pending chall enges on Friday, June
23, and those determ nations will be presented to you at
the July 12 neeting for discussion or possible action.

M5. ANDERSON: But you can't tell us now |
mean, if they're up on the website --

MR. GERBER: Ms. Joyce, would you want to touch
on that?

MR CONINE: |I'd rather focus on themall when
| can focus on themall.

M5. JOYCE: | could update you if you'd |ike,
but in terns of what you have in your board book for
consi deration, you don't have any of the actual challenges
recei ved nor the applicant responses for your
consi derati on.

And the applicants al so knew that going into
this nmeeting and are pretty nuch anticipating the
di scussion being on July 12. But |I'm happy to update you
if you'd |ike.

M5. ANDERSON: No. | just -- the timng's
unfortunate, that you put something on the website two
days before a board neeting, and the -- you know, instead

ON THE RECORD REPORTI NG
(512) 450- 0342




56

of -- and | know you're using your best efforts, M.
Joyce, but the timng s just awkward to have it posted on
the website and not have it available to the board for --
you know, for review, so --

M5. JOYCE: Yes, nmm'am

M5. ANDERSON: Agenda item4c is presentation,
di scussi on and possi ble action on rel ease of LURA
regardi ng property on Fitzhugh Avenue in Dall as.

MR. GERBER M. Hanmby, would you like to | ead
t he di scussion?

MR HAMBY: Madam Chair, nenbers of the board,
Kevi n Hanmby, general counsel. This itemis actually --

M5. ANDERSON: |I'msorry to interrupt.

And | apol ogi ze to M. Ful enchek and M.

Herrington. And I -- we will conme back to you.

MR. HAMBY: | can certainly wait if you'd like
to go --

M5. ANDERSON: | had public comment on this

challenges itemthat | --

MR. HAMBY: |'mecertainly happy to wait.

M5. ANDERSON: So |'m happy that | can't hear
the resolution of the challenges that I -- didn't nean to
be rude to our w tnesses.

M. Ful enchek. And then next will be M.
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Her ri ngt on.

VO CE: You can't hear them but you can go to
the website and see them

MR. FULENCHEK: Hi. [I'mJeff Ful enchek,
director of affordable housing for Carlton Residenti al
Properties. And | guess | -- wait and you can see the
website. | haven't had a chance to look at it yet. But
|"m here to speak in favor of Renai ssance Plaza, 060050.
We are the codevel oper on that project, along with the
Texar kana housi ng authority.

| just wanted to address sonme of the issues M.
Sherman has raised. | appreciate his input. This
devel opnent is widely supported in the city of Texarkana.

The housing authority is a part of it. The nei ghborhood

supports it. The city council, mayor, city staff support
it. W have a resolution fromthe city council in ful
support.

The market study shows a highly occupi ed area.
In fact, M. Sherman's devel opnent, you may note, is 97
percent occupied currently. W do feel |ike the narket
study was done according to the rules of the QAP.
And | really -- I"'mgoing to | eave M.
Herrington to speak about the mnd frame of a Texarkana
resident, because |, like M. Sherman, am a Dall as
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developer. So | don't know that | can speak to that
appropriate, but -- appropriately.

But | would say that everyone from Texar kana
|'ve spoke to seens to feel that soneone living in
Texar kana, Arkansas, would make an affordabl e-housi ng
choi ce of noving across the border if that was the right
thing for their famly budget, so --

Just like to point out that the market study
does show an expected | ease-up period of nine nonths,
which is really fast for a senior development. Even if it
were to be alittle slower than that, we think that's
within our financial -- we do feel like that is a very
financially viable project.

Charlie Bissell, who did the market study for
this, has been doing market studies for us for over ten
years. W' ve done just a ton of tax-credit devel opnent,
and we've not had one fail at any l|level, but certainly not

due to | ack of occupancy or demand.

So we trust Integra. W feel like they' ve done
a good job on this market study, and we feel |ike the
mar ket for Texarkana is there. Again, we feel |ike the
nei ghborhood is really waiting -- eagerly anticipating

this devel opnent.

And while | appreciate M. Sherman | ooki ng out
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for our financial well-being, we've been doing this

awhile, and we feel |ike we have a good project and hope
that you will find in our favor on this challenge. Thank
you.

MR. CONINE: Does it bother you that he's only
had 96 pieces of traffic over the |ast 12 nonths?

MR. FULENCHEK: | guess it bothers ne, M.

Coni ne, but you probably know as well as | do, traffic
soneti mes doesn't get counted the way you woul d hope it
woul d get counted. | don't know the managenment conpany
that he's using or the techni ques they're using for
attracting traffic or the marketing they're using.

But if they're 97 percent occupied, there
probably tends to be -- Texarkana's not that big a town.
Peopl e probably know that there's not a | ot of
avai lability there. So | would think that would tend to
[imt traffic.

Again, | don't know the specifics of his
devel opnment. But sure, it's something -- we're concerned
about traffic. W're concerned about |ease-up on any
project we do. But we just feel like there' s adequate
mar ket here.

MR. CONI NE: Ckay. Thank you.

MR. FULENCHEK: Sure.

ON THE RECORD REPORTI NG
(512) 450- 0342




60

M5. ANDERSON: M. Herrington.

MR, HERRI NGTON:  Madam Chair, comm ssioners,
M. Gerber, if I may, could |I ask one question before |
of fer any comment, please, if it would be appropriate?
May | ask a question, please? It's -- because | want to
make -- am| to understand this will not be done until the
July 12 neeting for the chall enges?

M5. ANDERSON: You -- | don't know if this
one's been resolved or not.

Ms. Joyce.

M5. JOYCE: | didn't know if it was appropriate
to clarify earlier. The QAP requires within 14 days that
we post our determ nations to the website, which is why it
was done on Friday prior to the board neeting. W
apol ogi ze about the timng of that.

But this particular determ nation was made
within that tine line, and it has been determ ned that the
mar ket study -- that -- excuse ne -- that the comment w ||
be consi dered public comrent. REA has reviewed the
chall enge as well, and there will be no recommendati ons
made to the application in question based on the chall enge
recei ved.

MR. HERRI NGTON: Thank you. | have sone
witten comrents, but since it's public -- they'll be part
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of the record, I'Il leave it to that point when it cones
up. But | would like to just -- just a couple of issues
that -- things that M. Sherman nade.

| live in Texarkana, unlike M. Sherman, who
lives in Dallas. Texarkana does consider itself a total
city on both sides of the state |line, Arkansas and for
Texas. | live on the Texas side and do ny business on the
Texas side, but | have associ ates and coworkers on the --
on the Arkansas side also that we also work with

And they have had no problemw th our proposal,
no problemwth our project. 1In fact, they watched it and
they wi shed us the best of luck in actually naking sure
that this thing goes through.

Qur city council has awarded us -- in the
process, really, of awarding us and giving us
approximately $2 mllion of 108 funding for this project.

That shows a city that's very determned to put its noney
where its nmouth is. Anybody who does -- nakes a | arge
donation like that -- actually, they're -- they have to be
very serious.

Qur city manager was here |ast week -- or two
weeks ago; pardon ne. And we pulled our coments at that
time, because there was nothing presented in front of you,
so we decided to be here and not make comment.
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The city of Texarkana, county of Bow e and
MIller County in the city of Texarkana, Arkansas, cane
t oget her over a year ago to put together what is called
Vision 20/20 for Bowe and MIler County. 1Inside that
record, they tal k about expandi ng affordabl e housing for
seni ors.

And that was done in conjunction with the --
wi th both counties, both cities, and all the cities that
make up both counties. So we're tal king about sonewhere
in the nei ghborhood of around about 90 -- over -- 90 to
over a 100, 000 peopl e between both counties saying that
they really would like to see nore affordabl e housing for
seni ors.

So for M. Sherman to say that there is -- we
don't work together, that there is no cross-section or
cross-covering of people going across the state line -- |
find it sonewhat | aughable, and it has to be erroneous.

But I will tell you this also. M. Shernman
made a couple comments as far as distance. Qur project
happens to be, fromM. Sherman's project, 2.8 mles. The
nearest store -- grocery store -- full-service grocery
store to M. Sherman's project happens to be an
Al bertson's, which is 2.1 mles. The nearest grocery
store to our project happens to be less than a mle.
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Wnfield Estates to the nearest energency room
which is in a hospital happens to be 4.2 mles.
Renai ssance happens to be 2.5 mles. Wnfield to St.
M chael 's, which is another hospital in Texarkana -- 6.5
mles. Renaissance to St. Mchael's is 3.2 mles.

We happen -- Wnfield happens to be -- if you

don't know Texarkana, it happens to be in the far

sout heast end of the city, alnost -- you're al nost out of
towmn. And | live back -- | live toward that direction
nmysel f.

Qur siteis in -- closer to the center of the

city, and so we're closer to all the anenities, closer to
everything that you could possibly think of for sonebody
who was a senior, particularly, you know, banking. He
happens to be right across the street, maybe |l ess than a
quarter of a mle, fromthe nearest bank.

We don't have that fortunate luck. W happen
to be maybe around about -- maybe another mle away from
Renai ssance. But --

M5. ANDERSON. Sir, | need to ask you to
concl ude, pl ease.

MR, HERRINGTON. | am ma'am But | just
wanted to | et you know that our project, we believe, is a
better -- substantially better project, because it
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confides within the nature of the QAP as it was witten
ri ght now.

And then for M. -- and if Wnfield had to
apply for this year, they woul d never have been funded. |
want to thank you.

MS5. ANDERSON. Ckay. M. Hanby, thank you for
your indul gence. And we're now back to you on item 4c.

MR. HAMBY: Kevin Hanby, general counsel.
Madam Chai rman, nenbers of the board, M. Gerber. This
issue is a question about a tax-credit LURA. And in ny
time since Septenber 2005 that |'ve been at the
departnent, this issue cones up periodically. And I think
we have about 20 or so fol ks who have sonme | evel of claim
of release for LURA

It is a very difficult issue. As you are
famliar, a land-use restriction agreenent limts the uses
of the property once they accept tax credits under the
property, and it includes the affordability periods. It
i ncludes things along the lines of the inconme limts and
what type of property they're going to select.

In this particular case, the tax credits were
given sone time ago. | think in 2000 is when they
actually went into service, or in the 2000 tine frame.

"' mnot sure exactly when. The property was to be
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rehabbed. It was never commercially viable.

They took one year of tax credits for a total
of about $2,000. The person who applied for the credits
also received the tax credits and used themon their
personal income taxes. The property fell into disrepair.

The city of Dallas eventually condemmed and then
denol i shed the property.

And so what we have is a piece of property at
Fit zhugh Avenue in Dallas that is bare. There's nothing
on the property. There is no affordability being granted
by the property. But there is the LURA that still stands
there, and | believe it has another 15 years left on the
LURA.

So what we end up with is we are tying up a
piece of dirt in Texas that has no affordability on it.
Gven the city of Dallas's desire to limt the anmount of
af f ordabl e housing that's being devel oped within the city,
t he chances of receiving a permit to rebuild affordable
housi ng there may be very slim

But the flip side of this, to make it equally
fun, is that in the federal |laws, there is no particular
comercial viability reason to release a LURA. There are
only three reasons that you may release a LURA. One is
the finish of the LURAtime period. A second is the
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qualified contract termnation. And a third is
forecl osure.

In this particular piece of property, the
person who is -- who paid off the debts to the city of
Dallas for the -- all the past fees and past taxes was a
famly menber, so there was no foreclosure on the
property.

And so we are in a state where they have
requested a -- they have requested a release of a LURA,
and at the sane tine, there is no | egal grounds for
granting a release of a LURA. But we are tying up a piece
of property in the state of Texas.

And we have -- | know of at |east two others
like this that are sitting out there that have contacted
our departnent asking for release of a LURA based on
commercial viability.

We have many other things that pop up simlar
to it where people just stop participating in the program

We renove their tax credits. The conpliance division
sends in notification to the IRS that they're no | onger
participating in the program The LURA is still in place,
but the project is not really providing anybody
affordability, and so we're stuck in a linbo land, if you
will.
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We bring this mainly to the board today to
start a discussion about what you'd like for us to do.
We're kind of in a catch 22, as | said, because we can't
really -- there are no | egal grounds on the basis of what
we' ve seen to rel ease the LURA

And even if we do release the LURA -- even if
t he board said we should release this LURA there is a

third-party right of action that's contained in the LURAs

for any future -- any potential future tenant.
And so we mght be -- we mght end up in a
title-insurance gane, if you will, whether or not a person

who's going to do any future fundi ng woul d know whet her or
not there was any cause of action still out there for the
termof the LURA

Because what we'd end up with is that third-
party group that has a right to have the affordability be
enforced by the state of Texas could potentially sue. So
there woul d be an ongoing potential liability that we
can't rel ease.

So | bring to you this problemthat has al nost
no answer and say, Answer it, please.

MR. CONINE: | can answer it.

MR HAMBY: Wthin the aw, M. Coni ne.

MR. CONINE: That's no fun.
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You had stated that this particular -- these
credits were granted around -- in 2000, yet the wite-up
says 1991, the 8609 --

MR, HAMBY: Oh, I'msorry. | probably
m sspoke. And I'mgetting a nod fromPatricia that
it's -- it is 1991.

MR CONINE: Yes. | just wanted to get that on
the record --

MR HAMBY: Sorry.

MR. CONINE: ~-- that you m sspoke. Ckay.
Anytinme | can get an attorney to m sspeak, it's a
wonder ful thi ng.

You know, | think a degree of conmopn sense
needs to cone in here. If it'sa--if it's --if --
granted, anytine you deed restrict sonmething in the state
of Texas, you're the only one that can then renove that

deed restriction. Therefore, we have that right, if you

will.

And if it's not serving the public by having
a -- either a dilapidated or denvolished or whatever --
just raw piece of land sitting there -- | haven't been by

the site and don't know what it |ooks like currently.
But |'mespecially sensitive to the fact that
the original 15-year tinme frame for tax credits -- if the
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award was granted in 1991 and this is 2006, the original
peri od woul d have been expired by now. And probably our
LURAs have the 30 -- or 30-year -- 15 and 15 maki ng 30.

But as we all know, the code -- Section 42 code
provides for a qualified contract termnation. And
because we have probably an inexperienced person dealing
with these particular -- this particular project, you can
easily create a qualified contract exercise, which we do
have policy on, or you could throw debt on it right quick
and forecl ose yourself out on it, which -- you know, al
this discussion then would be a noot point.

So |l -- you know, I would yield to a degree of
common sense here in that we're certainly not getting any
benefit for any of the residents of Dallas with this
property sitting like it is. And whether we gain anything
in the future by keeping it on there -- | just don't see
it being beneficial to the departnent at all.

And again, |I'mback to -- the original 15-year
period is over. And with a little bit of coaching, I
could show this individual how to get out of this thing
wi t hout having a board, you know, meking an out-of-the-box
sort of decision.

MR. HAMBY: That's presum ng, of course, that
there's not a qualified person who seeks to -- who woul d
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want to buy it.

MR. CONINE: That's correct.

MR HAMBY: And | will just for a nonment play
devi|l's advocate on your position. Because one of the
probl ens that you have whenever you start talking about an
econom ¢ waste -- which is in essence what your argunent
is, that there's nothing here so what are we getting --
you also don't want to do anything that would be an
incentive to have a property slowy deteriorate so that
over that period of tinme -- that you would then say this
is no longer a viable property.

And while we always talk in terns of those two
15-year periods, it is true that first 15-year period has
the -- nore focus on it, because it's tied to the actual
tax-credit tinme period when people can use them So many
of the devel oper -- devel opnment community is very
interested in that.

But Congress al so added on that extra 15 years.

It's not sonmething that was nade up. | nean, it -- well,
it's made up by Congress, but it's still a federal |aw

MR. CONINE: Well, they also provide a get-out
clause of a qualified contract.

MR. HAMBY: Well, they did, but you have to
follow -- actually, it's not an easy systemto do. And
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the reason they did the get-out clause is because they
wanted to make sure that the property was sufficiently

mar keted to nonprofit organi zations that are other -- that
could actually take the property and keep the
affordability. The goal is to keep the affordability as
long as it's possible.

MR. CONINE: But | also know how the qualified
contract works and what the dollar amount has to be. And
my argunent woul d be that nunber generally exceeds, in
nmost cases |'ve individually reviewed, the affordable
mar ket value for the property. And if you just take it to
conventional nmarket forces, it's generally a higher nunber
t han that.

So anyway, | just -- | vote for an el enent of
common sense here, especially, again, given the first 15-
year period is over wth.

MR. HAMBY: And one of the things that we're
| ooking for, M. Conine, if we can get it fromthe board,
is a general discussion. Because as | say, we probably
have 20 of these properties that are wlling to conme up
and make a variety of clains.

And we had one where we have a title conpany
t hat now owns two pieces of property in Amarillo where
they m ssed the LURA. And whenever our conpliance
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di vision went out to enforce the affordability peri ods,
the new owners were sonmewhat surprised that they had any
affordability questions.

And the title conpany was graci ous enough to
pay of f the amobunt of noney that the owners paid because
of an error in their omssion in not seeing the LURA

So it is an ongoing problem so I'mglad this
one -- you know, we have -- | know we have another one in
Fl ower Mound. We had one in Collin County where the
entire -- it was a single-famly residence. And again, a
lot of it is this tine frame when the tax-credit program
was new.

But we had another in Collin County where it
was a single-famly residence that was bei ng surrounded by
comercial property. And they couldn't sell their
property, obviously, because they couldn't -- they could
not -- nobody will want it with the LURA, because they
couldn't build the comrercial property that was being
built around it. And so it was being surrounded.

Al'l of themare very logical --

MR CONINE: Do we as a staff suggest -- if
nost of these are over 15 years old, which -- | kind of
hear what you're saying. The stuff that's less than 15
years old -- ny contention is, you know, our portfolio-
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conpliance fol ks, along with the syndicators and | enders,
ought to be | ooking after them nmaking sure they're kept
up and not -- an incentive for running them down, as you
el oquently stated earlier.

But if sonething's over 15 years old, do we
share with the particular concerns -- folks wth LURAsS on
their properties, the qualified-contract concept and what
it really neans and what the policy and procedures are?

Because | woul d suspect that 99 percent of the
cases, the 20 or so cases you have floating around, could
be resol ved by going through that qualified-contract
process.

MR. HAMBY: Unfortunately, | get these after
probably the tenth or fifteenth call to conpliance. And
they refer themto ne to start working with them And |
believe Patricia is right behind nme, who --

MR CONINE: Well, let's --

MR. HAMBY: -- who actually handles this,
and --

MR. CONINE: You shouldn't get -- you shouldn't
be the first call for sure.

MR HAMBY: No. And no one should ever call nme
first. That's a good idea.

M5. MURPHY: Hi. Patricia Mirphy, nmanager of
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conpliance nonitoring. Typically what happens is it is a
second owner, so it is not the owner that applied for the
tax credits. And they are not claimng any tax credits
and not receiving any program

And they quite sinply say, No, we will not
conply with this program W w |l not submt annual
reports. We will not allow your staff on our property.
This sort of thing.

MR. CONINE: Right.

M5. MURPHY: So we take the proper action to
informthe Internal Revenue Service that this is no |onger
a housing tax-credit property and renove it fromthe
departnment's list of active properties.

We al so, in our material non-conpliance
dat abase -- for this as -- so that if they ever cone
forward and request nore funding, that this would be an
issue. It would be a stunbling block for them

But as M. Hanby said, we are | ooking for sone
gui dance for -- | did hear your remark that if it's within
the first 15 years, that PMC should enforce this. And |
think we need a little bit nore guidance on -- should we
do a referral to the attorney general's office? Should
we --

MR. HAMBY: Now we're tal king enforcenent.
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get to play in that.

One of the things we did have a question
about -- | mean, currently there is no -- other than
specific performance on a LURA, there is |limted
enforcenment tine. And so it becomes a bal anci ng question
of state resources as to how nuch tinme should the
conpl i ance di vi sion spend chasing this period of tine --
or these -- this affordability period.

| nmean, one of the things that we'd probably
like to at | east start a discussion on is should we seek
adm ni strative penalties on LURAs. Should we seek
| egi sl ation on that question? | nmean, we have no
particular way to enforce it, other than specific
per f or mance.

We could build in some sort of penalty
structure to the LURAs, if that would be the board's
direction. But | nean, at sone point it becones a
chal | enge of exactly what do you want us to do next. And
t hat --

MR. SALINAS: You nean release it? Do we have
the power to rel ease the LURA?

MR. HAMBY: Mayor, you -- there is no |lega
reason to release this LURA. However, if you are | ooking
for what happens if you do release it, if you nmade a quick
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policy of it and did it frequently, the IRS could issue
any sort of determ nation. They' ve not issued a
determ nation on these nmatters, and there are no letter
rulings on it, because to them the code is clear, and
there's no rel ease.

The -- that would, you know, give further
direction fromthe IRS. The other thing that could
happen, of course -- very draconian -- |ooking at the
wor st possi bl e circunstances -- M. Conine likes to say |
al ways do -- would be to renpve Texas fromthe program
you know, because we're not follow ng the guidelines of
t he program

| nmean, obviously, that's doubtful if you
release 20 LURAs that they're going to take Texas out of
the program But, you know, just like |I never try to
second-guess HUD, | would certainly never try to second-
guess the IRS and tell you what they're going to do.

MR. SALINAS: OCh, we don't want to do that.

MR. FLORES: M. Hanby --

MR. HAMBY: Because they have ny nunber, but --

MR. FLORES: M. Hanmby, what's the effect of
post poning this for 30 days?

MR. HAMBY: There is -- | nean, I'm-- you
know, this property owner had postponed it. | nean, is he
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even here -- | didn't --

Did he sign up to speak today, M. Hol nes?

| think it's -- you know, it's just in |inbo.
And sone of these properties are now ei ght, nine nonths
ol d where they have been -- they're just in a holding
pattern. Nobody w |l purchase them because they have
this |l and-use restriction on them and they can't put

af f ordabl e housi ng on them

So | nean, it's just a -- you know, it's how
long can -- how |l ong do you want to wait? | nean, that's
kind of the question. [It's a 30-year period, and so they

can't go anywhere until we do sonething.

MR. FLORES: Gkay. Madam Chair, I'd like to
nmove on this nmeeting. And perhaps M. Conine wll take
this suggestion as a constructive, well, approach. And
what |' m suggesting is postpone this issue for 30 days or
until the next board neeting.

And then perhaps there could be a group, M.
Coni ne and others, to take care of resolving the -- what
appears to be a Suprene Court type of decision. You're --
essentially a pretty substantial policy on this LURA

So I don't know if that's acceptable, Ken, but
I'd like to --

MR CONINE: No. [I'mokay with tabling it for
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second --
FLORES: Ckay. | --

CONINE: If that's your notion, I'Il second

FLORES: Yes. 1'll nove to postpone for --

board neeting, not 30 days, but the next

CONI NE:  Ckay.

ANDERSON: Wl |, that board book has to go

so let's put it out 30 days. The next board

nmeeting's in two weeks, and that board book has to go up

on Monday.

meet i ng.

and t hen.

nmeet i ng.

Let's not --

MR. FLORES: Do it until the August neeting.
M5. ANDERSON:  Yes.

MR. FLORES: Ckay.

MR. CONINE: Yes. The August --

MR. FLORES: Until the August --

M5. ANDERSON: -- second that anmendnent.

MR. FLORES: -- regularly schedul ed August

2

So

CONI NE: There's two neetings between now

Il accept the amendnent for the August

FLORES: Cxay.
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MS. ANDERSON:  Di scussi on.

(No coment.)

M5. ANDERSON: Hearing none, | assune we're
ready to vote. Al in favor of the notion, say aye.

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

Agenda item 4d, which is presentation,

di scussi on and possi bl e approval of extension of the
deadl i nes for closing of the commencenent of substanti al
construction for the Commons of Gace Senior Estates.

MR GERBER: Menbers of the board, this
application cane before the board in March 2006 for an
extensi on of comrencenent of substantial construction.
The board granted the extension with the assurance from
the applicant that they would receive the city of Houston
HOVE funds and they woul d be able to neet the placenent
and service date of Decenber 31, 2006

The day after the board neeting, the syndicator
and construction | ender rescinded their conmmtnent of
funds due to the delays with receipt of the HOVE funds.
The applicant has not engaged anot her syndi cator and
construction |l ender who are commtted to the devel opnent.
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However, they do have enough tine to conplete
their due diligence in order to neet the commencenent of
substantial construction and the placenent and service
dates. The applicant is again requesting to extend the
commencenent of substantial construction due to having to
engage a new | ender and syndi cat or.

The applicant is also requesting an extension
of the placenent and service date due to the inpact of the
hurri canes of Septenber 2005 on the city of Houston staff.

They were unable to conplete the HOVE | oan process and
therefore could not conmmt the funds until now.

This is a 2004 housing tax-credit allocation
that has received five previous extensions, three for
construction | oan closing and two for conmencenent of
substantial construction.

Staff is recommendi ng bot h extensions subject
to the applicant receiving the city of Houston's HOMVE
commtnent at the very next Houston City Council neeting
where placenent on their agenda is possible.

MR. CONI NE: Mbve for approval.

MR. SALI NAS: Second.

M5. ANDERSON: | have public coment on this
item

M. Charles Tayl or.
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Ms. Bast.

M5. BAST: Cynthia Bast of Locke, Liddell &
Sapp. Just one brief itemof clarification for this
board, because | believe that this is an itemof first
i npression for the board.

Revenue procedure 9528 permts a one-year
extension of the placenent and service deadline for
projects that have obtained carryover and have been in a
federal disaster area and have been inpacted by that
federal disaster.

Specifically, it says that the agency may
approve the carryover allocation relief, which is the one-
year extension, for projects whose owners cannot
reasonably satisfy the deadlines because of a disaster
that caused a mmj or disaster declaration under the
Stafford Act.

We have been using this extension provided for
under this revenue procedure for projects in Harris County
t hat have been inpacted. And we've been doing it on an
admnistrative basis wth approval by the executive
director based on the direction that was given to the
executive director by this board back in Septenber.

But of course, this one needs to cone before
the board for several reasons, one, because they're
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requesting the extension for the commencenent of
substantial construction, and, two, because there were
representations nade at the prior board neeting as to the
conpl eti on.

But | sinmply wanted this board to be aware of
this revenue procedure and its use in these disaster areas
for future reference. Thank you.

M5. ANDERSON: Di scussi on.

(No response.)

M5. ANDERSON: | have one comment, of course.
| vividly remenber the representations nade in March 2006
by this developer, and | find it just an amazing
coi nci dence that the day after those representations were
made, that the syndicator and the | ender fell out and that

the city of Houston, you know --

So -- you know, just so the board is clear on
what we're voting on, we are voting -- we're voting to
approve these extensions subject to -- because the city of

Houst on woul d not give HOVE funds unless we first voted
t he extensi on.

So we're in sort of a chicken-and-egg
situation. But we're voting these subject to pretty
i mm nent approval by the Houston City Council of these
HOMVE f unds.
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And | just, you know, ask devel opers not to
cone in here and nmake m srepresentations. It's not fair
to this industry. |It's not fair to your colleagues. And
frankly, it's not fair to the board and staff of this
depart nment.

Any ot her di scussion?

(No response.)

M5. ANDERSON: Hearing none, | assune we're
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

|t em nunber 4e is presentations, discussion and
i ssuance of a list of approved applications for the 2006
tax-credit conpetitive cycle.

MR. GERBER Let's call upon our deputy
executive director for prograns, M. Boston.

M5. BOSTON: M nane is Brooke Boston, and |'m
here for the itemthat nost people usually conme out in
full force -- for this neeting. And we're discussing the
requi renent under Chapter 2306.6724 of Texas Governnent
Code, which requires for our 2006 housing tax-credit
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al l ocation cycle that we approve a list of applications.

And in the past, we have actually had that |ist
further broken down into what we call the As and Ns, or
prelimnary recomrendati ons.

And after further discussing this with our
council this year and thoroughly review ng the | anguage in
the statute, it indicates that we are -- the board is
required to review the recommendati ons of departnent staff
regardi ng applications and shall issue a list of approved
applications each year in accordance with the QAP no | ater
t han June 30.

Staff is reconmending to the board today, based
on input fromour council, that the board s list of
exi sting applications -- excuse ne -- that the board's
Iist of approved applications that you' re approving today
is essentially the list of all existing applications which
are active, which would include -- it excludes any that
have been withdrawn or term nated but includes any that
currently are active, even if those are not currently
designated as priority for any particul ar purpose.

| want to note that independently of this and
pursuant to the QAP, we have posted what we call a
priority list. As you all were drafting the QAP | ast
year, we added a step where after we've done a scoring
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anal ysis and sone basic eligibility criteria, we identify
applications as priority.

That dictates which applications nove on to the
portfolio managenent for conpliance review and al so
di ctates which applications nmove on for a review by our
real -estate analysis division. That does not assure them
of getting an award. It's not considered a prelimnary
award. It's just a stage of kind of passing a threshold
test and looking fairly conpetitive at a certain point in
tine.

That list is on the web and probably is the
equi val ent of what the board m ght have | ooked at at this
time in a year -- years in the past.

At the sane tinme, in response to feedback from
the application community, we have al so posted a list of
item5, which is the itemfor |ocal political subdivision
points. And a lot of tinmes that's kind of the breaker
around this tine of year. |Is soneone going to get their
points fromthe |local political subdivision?

As you may recall, we give those points out in
advance if we just have a proof that soneone applied. But
then they're going to have to bear that up later. And so
people's firmconmmtnents on those have been trickling in.

So we've released a list for the public letting
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everyone know t hese are the ones who still have a
commi t ment out standi ng, and these are the ones who have a
firmcommtnment already. Again, that just hel ps people
get a gauge of what's going on right now.

Al that being said, you will be |ooking at a
list that you're used to seeing, where the list is divided
into As and Ns and is an actual award list, at the July --
the late July neeting.

The list you're approving today is a list of

114 applications. Not all of the 114 approved

applications will receive a commtnent of tax credits. It
merely reflects the -- a pool from which awarded
applications will be selected.

| just also want to enphasi ze the credit
anounts on the current list as well as the fact that they
appear to currently be active could change. Qbviously, if
sonmet hing cones to light that we would need to term nate
an application, we still have that ability.

| f soneone who's not on this |ist somehow were
to request an appeal and have that granted, either at the
executive director or board |level, soneone could be put
back on this list. Another reason soneone m ght cone back
off of this list would be if during the materi al
nonconpl i ance review, they are found to be in nateri al
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nonconpl i ance.

So all that said, we recommend that the board
i ssue the attached list that was in your book to neet the
requi rement of 2306.6724.

MR. FLORES: Brooke -- Ms. Boston, you used the
word "approved" a while ago. | don't think you neant
that. You said we're just issuing the list. Are we
not -- that we're not approving the |ist.

M5. BOSTON: Well, you are issuing a |ist of
approved applications, but our interpretation of approved
applications just nmeans they're approved to proceed and
continue to be evaluated. But you're not reconmendi ng --
you're not making final -- | guess the difference would be
approved applications just nmeans they continue to be
eligible for consideration, and it's not an all ocati on.

MR. FLORES: | just want to make that perfectly
clear. | don't anybody wal king out of here, going to the
bank on this one. Ckay.

M5. BOSTON: Definitely not. This is not a go-
t o-the-bank |ist.

MR. FLORES: Thank you.

MS. ANDERSON: | have a quick question. You
said that the | ocal subdivision points are being posted on
the web. A nunber of people applied at the departnent for
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HOMVE funds to qualify for -- have those been posted,
mean, |ikew se?
M5. BOSTON: No. The -- if someone applied for

TDHCA HOVE funds to be eligible for their points, they're
prelimnary granted -- prelimnarily granted the points,
as woul d anyone el se who indicates they' ve applied for
funding of any sort. The allocation decisions for those
HOVE funds wll go forward at the July neeting

sinmul taneous with this |list of actual deals.

To the extent -- and of course, it's a chicken-
and-an-egg thing, simlar to what you all were just
describing. It's alittle hard to say at this point that
anyone would be in a boat of losing their points by not
getting the HOVE funds and then therefore causing themto
not get the credits, because we don't know how many of the
9 percent deals that are |ayered with HOVE are kind of on
t he noney.

And so that dictates how nmuch HOMVE noney we
have. So it's hard to say at this point. But at this
point, they are considered to still be conpetitive and

have the points.

And it will -- for sure every recomrendati on
that we nake to you all at the late-July neeting -- we'll
di scuss this whole process, and we'll have a cl ear
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recommendati on for every application. That's probably the
best | can say.

MR. CONINE: Madam Chair, | nove approval of
the Iist and on item 4e.

MR SALI NAS: Second.

M5. ANDERSON: Okay. We have a notion on the
floor. | do have public comment on this item

M. Paul Leventis.

MR. LEVENTIS: M nane is Paul Leventis. |
live in College Station, Texas. |'mthe |and devel oper
and -- for Burton Creek Devel opnment. And what | have
here -- | want to present today -- | have the Mansions at
Briar Creek. | think the nunmber is 060070.

| wanted to kind of discuss what our project
here overall is and how the Mansions at Briar Creek plays
a key role in our devel opnent. As you can see here on our
nmobi | e easel here -- Lee helping us out -- we have this
whol e area in gray right here. 1It's kind of the area that
we're using as a senior-living destination in Bryan.

Ri ght now we currently have this subdivision of
58 lots conpleted, and those lots are all deed restricted
for 55 and older. And this whole area in here in the
bottomis going to also be a residential 55-and-ol der
subdi vi si on
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W have the U. S. Post Ofice here, St. Joseph
Hospital down here, which is within a mle. W also even
have the Social Security office over here within a half a
mle. So this whole area is just kind of set up for the
seni or area.

And the Mansions at Briar Creek will provide
anot her step for people living in the subdivision that's
al ready age restricted and go to another level with the
apartnents. Okay. So if one elderly person would pass
away, then that person can possibly still live in these
apartnents and still live in the area where all their
friends are.

In addition to that, you can see we're doing
wal king trails throughout this whole area. And we're
trying to do a sense of community for this area. W're
going to have retail up front. W're going to do assisted
living and nursing honme over here in this area.

And also, we're getting with the city right
now. W' re |ooking at doing a senior |iving center
right -- either in this area or back here by the park

But | just wanted to present ny support for the
Mansi ons at Briar Creek, because it gives us the final
situation here where people can just stay in one area and
live with the convenience of Bryan and all the hospitals
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and everything else that's already there. Thank you.

MS. ANDERSON: Thank you.

M. Robert Birchfield.

MR BIRCHFIELD: 1'd just like to really pass
but say thank you for your choice of M. Boston and thank
you for the services of Ms. Carrington. The devel opnent
community really appreciates the talents of those fine
peopl e.

One other thing. Thank you for the services of
public affairs. M. Lydels [phonetic] -- as you know, we
are as developers required to do a lot nore service in the
community tal ki ng about what we're doing. It gets us down
from$1.50 to 75 cents an hour in terns of our tinme.

But what we really find is that the public

affairs, M. Lydels and that group, has been -- | wll
tell you -- and in the case of the Bryan project, we've
had many -- because we started way back in the m ddl e of

| ast year tal king about the project.

And their -- that section of TDHCA has been
absol utely indi spensable, and we are very thankful for
their services. And | say thank you to the board for
having it.

M5. ANDERSON: Thank you, sir.

M. Gary Driggers. And then the next w tness
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will be David Marquez.

MR. DRI GGERS: Madam Chair, nenbers of the
board, ny nane's Gary Driggers, devel oper of Fenner
Square, application 060124. Thank you for the tine to
speak about our increnental tax request again of $41, 000.

| provided a handout for your review, if you would care
to take a | ook at sone of the data we have.

This 32-unit project is over 70 percent
conpl ete, and schedul ed conpletion is August of this year.

Fenner Square has 100 percent nmasonry, underground
utilities, single-story accessible construction, high-
speed internet access in all of our units, and concrete
par ki ng | ots.

W experienced unforeseen increases in
commodity prices due to the rising demand created by
Hurricane Katrina. The shortfall was funded internally
and has not affected our schedule in any way.

We are now requesting the additional credits to
generate the necessary equity funding to repay this |oan
to which our partners are previously commtted. Despite
this additional request, our use of tax credit is
extrenely efficient.

Qur original award ranks no | ower than
fifteenth in tax credits per unit during the past three
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years, with all the winners in front of us being |arger.
Projects of our size are usually awarded credits in excess
of $7,500 per unit, even in years where there was no
crisis such as Hurricane Katrina. Wth this added
request, we will have a total allocation of $7,379 per
unit, still |ow below the normfor projects of this size.

Thank you for your tinme, and we woul d be
grateful for your favorable consideration.

M5. ANDERSON: Thank you

MR, MARQUEZ: Hello. M nane is David Marquez.

|"m here in support of Las Pal nas Gardens in San Antoni o,
which is the second largest city in Texas and now t he
seventh largest city in the US. [It's project nunber
060122.

This is our third tinme here. And even though
|"'mnot bitter, it's been a long haul. So what we have is
a commtnment in front of you fromthe city of San Antoni o.

| know Ms. Boston tal ked about the ones that are
out standing as of Friday, and I'"msure they'Il all come in
eventual ly.

But this is a project that the city of San
Antonio wants to do. That's why the conm tnment was
issued. And we are one hundred units. W have scored
with the at-risk at 197 points. It's the maxi mumin which
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we can score.

W did a pretty good job putting the
application together. The residents have fulfilled their
end in going and getting the support of the school
district, of the city, of the elected officials. And it's
hard to go back to themafter three years and say that we
didn't nmake it because we have fell short.

And so we | ook to the board, particularly you,
M. Conine, who |ast year awarded perseverance, and M.
Granger in New Braunfels. | don't know how many nore
times we can cone to this board and keep the residents
encour aged.

But we've also had a second fire. | think we
reported last tine we were here we had a fire of 14 units.

W' ve had another fire of 12 units. So we have 26 units
down. They still have no AC and heat. 1It's not getting
any cool er.

And so we woul d definitely appreciate your
assistance on this, putting it on the priority list and
letting us nove forward. So thank you very nuch.

M5. ANDERSON: That conpletes the public
coment for this item There is a notion, and it has been
seconded. Any further discussion?

(No response.)

ON THE RECORD REPORTI NG
(512) 450- 0342




M5. ANDERSON: Hearing none, | assune we're
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

We're going to take about a ten-m nute break.

W're not planning to take a lunch break today. W're
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just going to try to skate on through. So we'll stand in

recess for about ten m nutes.

(Wher eupon, a short recess was taken.)

M5. ANDERSON: If | can ask you to take your
seats, we'll conme back to order, please.

And | want to wel cone Christine G bson with
t he House urban affairs commttee who's with us today.
Thank you for being here, Christine. Thank you for your
work on the comm ttee.

We are now ready for agenda item 4f, which is
presentation, discussion, possible approval of housing

tax-credit anmendnents, M. GCerber.

MR CERBER: Menbers of the board, item 4f has

been pul | ed.

MS. ANDERSON:. Then we proceed on to item 5,
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which is presentation, discussion, possible approval of
multifamly division itens, private activity bond program
itens.

MR. GERBER Ms. Meyer, would you lead this
part of the discussion?

M5. MEYER. Robbye Meyer, acting director for
multifamly. W have four itenms for -- or applications
for inducenent for this nonth. One is Riverside Villas in
Fort Worth. Once -- if the board approves all of these
for inducenment, there'll be $4 mllion left in our account
until August 15 at the coll apse.

Riverside Villas is in Fort Worth. W
originally planned to induce this in -- at the May board
nmeeting. However, we had sonme zoning unit mx issues that
had to be resolved, and so we delayed it to have those
resol ved

We had al ready schedul ed the public hearing at
that time, and so therefore the public hearing was held
previ ous to inducenent, which is not our nornal process.
But | just wanted the board to be aware that the public
heari ng has already been held for that particular
transaction, and a copy of the transcript was left in your
book.

The other one is East Texas Pines Apartnent.
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It's going to be a sister property to G-een Pines that we
did back in 2000.

And then Havens of Mansfield and Generations of
Mansfiel d. Havens at Mansfield is an elderly devel opnent,
and then Generations will be for famlies. And that is in
Mansfi el d.

| f you renmenber, back in the March board
nmeeting, we had a devel opnent that cane in front of you
for -- it was the Mansfield deal also, but it was
intergenerational. And he has now di vided those two into
two separate applications, one elderly and one famly.

M5. ANDERSON: | have public coment. Do we
want a notion now, or you want public comrent first?

MR. CERBER Let's hear it.

M5. ANDERSON: M ke Clark. The next w tness
will be Mark Wl cott.

MR. GERBER: Mark's going to go first.

M5. ANDERSON: Ckay.

MR. WOLCOTT: Madam Chair, board nenbers, ny
name is Mark Wl cott, and |I'mpart of the devel opnent team
that's proposing to construct Riverside Villa Apartnents.

We're aware that the departnent has received a nunber of
e-mails as well as letters with regards to opposition to
this property, and we thought we'd bring sonme information
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to let the board review with respect to our proposed
devel opnent .

To get a flavor for what has caused nost of the
opposition is this flyer that has been presented to the
nei ghbor hoods. Not only is it filled with bad information
wWth regards to the size of the property, but it's also --
has a |l ot of inflammtory | anguage with regards to asking
any policeman if |owincone housing brings crinme to a
nei ghborhood. If you would read that, | think anybody
woul d be concer ned.

In addition, we have -- other signs have been
put up by the nei ghborhood about protecting property
val ues.

M5. ANDERSON: | have a question. WAs that
flyer -- was there any disclainer on it indicating where
it came fronf

MR, WOLCOTT:  No.

MS. ANDERSON:  Anonynous.

MR. WOLCOTT: As of -- yes. As of right now,
it's anonynmous. | nean, we don't have no -- we don't have
any information with regards to who -- we don't have any
information with regards to what the information that was
on the flyer -- where it canme from because it's not
consistent with our public-notice sign and certainly is
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i nconsistent with the information provided to the
nei ghbor hoods at the public hearing.

At the public hearing, the -- there were two
individuals that cane up with -- and presented reasons for
opposition to the project.

At that tinme, we addressed all those issues
that the residents had with regards to public
transportation, overcrowding in the school district, no
| ocal jobs available so that the residents that would live
there would not be well-served, |ack of energency
services, lack of road infrastructure issues, as well as
the zoning being inconsistent with the city of Fort
Wrth' s conprehensive pl an.

As it relates to public transportation, we
i ndicated that approxinmately a mle and a half away was a
bus stop, but our residents aren't really going to be
dependent upon public transportation in this -- as we have
seen from devel opnment of a sister property that we have
down the street at North Tarrant Parkway.

As to the school district, all of the schools
t hese students will go to have substantial excess
capacity. W provided information with current
enrollment. W provided information as it related to the
functional capacity.
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Therefore, the -- although this is a very high-
grow h school district, and we think that there wll be
issues in the future if the school district does not plan
adequately to provide additional classroons. There could
in the future -- this be an issue, because there a
substantial anmount of single-famly housing being
devel oped in this area.

| think alnost in excess of 50 percent of the
growh in the |ast couple of years in Fort Wirth has been
at this corridor of 1-35.

As it relates to the zoning is inconsistent
with the conprehensive plan, the property's been zoned for
20 years as nultifamly. There's been a sign to the
public with regards to the fact that it was zoned for
multifam |y out on the property -- and | know personally
for at | east four years.

Part of the city's conprehensive | and-use plan
has to do with -- they want to pronote multiple-growth
center devel opnent patterns by encouragi ng hi gher
intensity residential and commercial uses within a m xed-
use growth center.

So | thought I'd bring an area with respect to
where this property's located -- Riverside Villas is right
across the street froma planned devel opnent called the
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Al liance Town Center. Approximately 2 mllion square feet
of retail, entertainnent, office, as well as sonme m xed-
used residential, will be in that developnment. In

addi ti on, HCA has purchased 60 acres for a hospital and
nmedi cal -of fi ce conpl ex.

Therefore, | submtted to the -- that
basically -- that this property, which is basically within
wal ki ng di stance of all this planned devel opnent which is
under construction today, is consistent with the concept
t hat peopl e can wal k where they play, wal k where they
wor k, wal k where they eat -- restaurant -- go to the
restaurants, and therefore is not inconsistent with that
conpr ehensi ve pl an.

Job-grow h issues, of course, are -- you know,
| advi se everybody that up here the Al liance Gadarg
[ phonetic] conmmunity is home to 140 busi nesses, over
24,000 jobs, 24 mllion square feet of office, industrial-
war ehouse space, all within a ten-m nute comute.

In addition, next to Cabela's, there's another
pl anned retail devel opnent that's under construction that
will be called the Alliance -- let's see -- I'msorry;
Lone Star Crossing, which is a 500-acre devel opnent, going
to have 1 mllion square feet of retail space, in addition
to office and hotel.
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To the south of this property, Margo
Devel opnment is planning a 1-mllion-square-foot retai
of fice devel opnent. This is at Interstate 35 Wst and
287, approximately two mles south of this devel opnent.

So the reason for our desire to basically build
inthis area is basically the anticipated job growth
that's going to be created over the next two or three
years, which -- our property will cone on |ine sonetine
first quarter of 2008.

M5. ANDERSON: How s it zoned now?

MR. WOLCOTT: It's zoned nmultifamly.

M5. ANDERSON:  And what are the -- what -- are
those single-famly honmes off to the right of the --

MR WOLCOIT: Yes. These --

M5. ANDERSON: -- in the north?

MR. WOLCOTT: These -- all these single-famly
hones - -

M5. ANDERSON:  Ckay.

MR. WOLCOTT: -- have been devel oped within the
|ast two to three years.

M5. ANDERSON: Ckay.

MR. WOLCOTT: The other issue that was brought
up and addressed at the public hearing had to do with
infrastructure issues. There is adequate water. There's
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adequate sewer. W' ve already confirmed that with the
city of Fort Worth.

As to road issues, this -- these roads
produci ng secondary arterial road inprovenents in the city
of Fort Worth are financed through comercial devel opnent,
t hrough inpact fees. W wll pay our inpact fees with
regards to the expansion of O d Denton Road.

| confirmed with the city of Fort Worth that
this road will -- it will be required to be expanded to a
four-1lane boulevard in conjunction with this devel opnent.

So the conbi nation of our devel opnment as well as this
hospital and the retail will require that the
i nfrastructure be inproved.

North Tarrant Parkway has been inproved over
the last year to a four-lane boulevard. And Heritage
Trace -- | think it nay be a six-lane boul evard in nost
pl aces. But it goes all the way through 377 as well as
North Tarrant Parkway.

So, | nmean, it is an issue that the residents

have, and it's a valid issue -- about infrastructure
catching up with this type of growh and devel opnent. But
it'"s not a question of if; it's a question of just when,
which -- we expect that it will occur within the next two
or three years.
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As to energency services, Fire Station 31 is
|ocated 2.7 mles away. The average response tine is five
mnutes. There is a new station that's going to be
constructed up here. Again, that's about four mles
away -- where they'll have two conpanies of fire or
emer gency-response stations.

And that's under construction and basically
w || be funded, you know, and conpani es worki ng out of the
fire departnment -- working out of there this next year.

As to working wth the nei ghborhoods, we
notified all the nei ghborhoods in accordance with the
department of nei ghborhood housing in the city of Fort
Wrth. W notified, of course, all the public officials.

We had our public hearing. And all these itens have been
addressed as part of what the correspondence depart nent

has recei ved.

That's all | have, except if there are any
guesti ons.

M5. ANDERSON: Yes. M. Cdark. Sorry.

MR CLARK: My nane is Mke Cark. I'mwth
Al f abarns [ phonetic] Real Estate Services. W wll be the

managenent agent for the proposed property, as we are for
the sister property a couple of mles away on -- the sane
general area.
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|"mgoing to confront four specific issues |
think -- that have been -- | suspect are the inpetus of
many of the letters and communi cati ons you've gotten. The
first one is the market itself. There are issues relative
to whether -- been comments and concerns relative to
whet her or not we have a sufficient market in that area.

Besi des the market study, | can tell you that
our traffic right now at the sister property is running at
about 40 persons per week. W are leasing 25 -- a net of
25 to 28 units a nonth on that property. It's a hundred
percent restricted 60-percent-of-nedi an-i ncone property.

And we are at a hundred units occupi ed, 101
units occupied as of today, 142 |eased as of today. And
we expect to finish up the |ease-up on that property in
t he next three nonths.

To be candid with you, the market out there is
stronger than |I've seen in a lot of the areas we have to
work with with affordable housing. And by the way, we
manage about 70 housing tax-credit projects across the
state, many of which are in Tarrant County.

Qur -- so | think the market is an easy issue
for us. W' re excited about having the opportunity to
work a property where the demand is as strong as we think
it is on this particular property.
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Secondly, the type of resident we expect there.
W -- as |'msure you've heard before, we go through
extensive screening on residents. Once the application is
made, we anticipate that they're qualified to live in the
property.

We actually run enpl oynent-verification checks,
crimnal -history checks, credit checks, prior-landlord
checks. And we end up rejecting about 20 percent of the
applicants on the average in our Dallas/Fort Wrth area
properties as a result of a failure in one of these
particul ar areas.

So we are screening residents. W're actually
screening residents better than the fol ks surrounding the
property get to screen their neighbors. W know there
won't be people in our particular property that have
serious crimnal histories that inpact the comunity.

| would also tell you that the inconme of the
typical resident right now at a property in this
particular area, like our sister property up there, has an
average incone -- famly income of sonmewhere around
$30, 000 a year.

Qur mnimumincone on the average rent on that
property is about $24,000 a year. |If a famly can't prove
up $24,000 a year in incone, we don't allow themto live
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there on the theory that they can't afford to pay the rent
anyway. And then we have, of course, the various incone

limts by famly size that conprise the nmaxi mumin that

cat egory.

| think the reality is our enployees right now,
even -- we're a little bit further away fromthe Al liance
project. W still have a substantial anmount of residents

comng fromthe Alliance project, and all the people who
work at the retail Mark just recapped for you, all the
peopl e that work at Hone Depot and work at \Wal-Mart and
who work at Burger King or hand you your dry cl eaning
every day.

These are the residents that are going to live
inthis particular property. adds are good --
incidentally, odds are good that some of them-- a
substantial portion of themare already there |living
somewhere or living in other environnents.

And then the last thing I want to hit on,
think, is the fact that -- I'mnot going to launch into a
di scussion with you about the -- all the evidence that
points to the fact that affordable housing, especially
this kind of affordable housing -- | think you saw the
type of product we're delivering.

And by the way, 40 percent of the traffic we
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get at Aventine [phonetic], the sister property, is over

i nconme, way over inconme -- |'mtalking about incones of 80
and a hundred thousand dollars a year -- because the
quality of the property attracts that kind of people to
wal k in the door.

And | think that that's one of the key points
here -- is the fact that we're tal king about a piece of
real estate that wll have the appearance of being -- the
only thing different between it and a class A apartnent
property is the clientele we're trying to cater to and the
target income we're trying to neet. As a result --

VO CE: [inaudible].

MR. CLARK: Yes. That's actually -- this is
Aventi ne.

The reality is that we're in a circunstance
where the -- there's evidence upon evidence upon evi dence
t hat devel opnent of affordabl e housing adjacent to
residential comrunities does not inpact property val ues.
|"mnot going to argue that with you today. You' ve seen
it before.

The reality is, though, we intend in all the
properties we manage in Texas to be a good nei ghbor. W
intend to maintain the property, have outstanding curb
appeal and visual -- a positive visual aspect. | tell ny
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staff | always want to be ready for inspection.
W intend to maintain the parking lot. W'l

have a zero-tolerance policy relative to resident and

mai nt enance issues. And as a result, | think the
possibilities of there being property-value issues will be
enhanced -- | essened even nore by the fact the property

isn't going to look |ike any kind of an affordable

property. It won't --

M5. ANDERSON: | need to ask you to concl ude,
M. --

MR. CLARK: |'m done. Thank you.

MS. ANDERSON:. Thank you.

Granger McDonal d.

MR. McDONALD: 1'd like to go last, if
possi bl e.

M5. ANDERSON:  Justin MDonal d.

MR. McDONALD: 1'Il yield ny tine right now

MS. ANDERSON: Ms. Bast.

M5. BAST: | don't think I need to add nuch

nore here. But | got to thinking as | was listening to
the testinony, the other day | read a story with nmy seven-
year-ol d daughter called The Invisible Inp. And it was
about this little inp that went around and w eaked havoc,
but no one could see himweaking havoc until he fell into
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a pail of paint.

And it seens that what we have here is an
invisible inp. W have opposition that's not identifying
itself, making statenents that are not true about this
property, where we al so have a devel oper who has done al
of the notice required, been through all of the processes
required, held the public hearing required.

And it's hard to address an invisible inp. And
so this developnent, | think, has a lot going for it and
needs to be able to nove forward with its inducenment so
that it can provide the various benefits that M. Wl cott
and M. Cark have outlined.

M5. ANDERSON: Thank you

M. Mark Barnes.

MR. BARNES: Madam Chairman, board nenbers,

t hank you for having ne speak today. |'mhere on
Riverside Villas, 060021.

My nanme is Mark Barnes. | amthe president of
Trace Ri dge Honeowners Associ ation representing 455
homeowners within a mle of this project. | amalso vice-
chairman of the city of Fort W rth planning comm ssion but
amnot here in an official capacity representing the
actual conmi ssion.

And | just want to clarify one thing. | think
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this is irresponsible as far as the flyer goes. | nean,
there are a lot of residents within this nei ghborhood and
a lot of people within the Alliance of North Fort Wrth
that are against this project for several reasons, none of
whi ch were addressed -- are these reasons at all.

W' re not worried about the crinme issue. W're
not worried about the property taxes. These are, | think,
synpat hetic ploys that we're against these affordabl e-
housi ng projects because of these reasons. That's not the
case.

Just to dispel that notion, we're not against
af fordabl e housing. W actually | ooked at Aventine, his
sister property, and they actually pronoted it. And Park
A en went around and -- turned around and said, W're
going to go ahead and support this project. GCkay. So
there was very little opposition to that particul ar
proj ect .

I f you l ook within our neck of the woods, on
one of the maps | showed you, we have within a five-mle
radi us four affordabl e-housing projects within five mles.

kay. This will be the fifth., Ckay.

And as far as shoul dering our responsibility,
our share of the responsibility for our fellow residents,
we have done that. W probably have nore of these
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af f or dabl e- housing projects within our five-mles radius

t han does conbined the city of Southlake, Colleyville, or
Kel | er. So to say that we do not want to hel p those that
need a hand up is irresponsible, I think. And | think
that is a mstruth.

Currently our infrastructure is in dire need of
upgrades and repairs, as they nentioned. Miinly we're
opposed to this for the infrastructure reasons, mainly the
road. M. Wlcott or -- I"'mnot sure who nentioned it --
about the inpact fees paying for the road construction.

| f you look on the attachnment | gave you, the
i nprovenent for North Riverside Drive is a proposed
capital inprovenent that is unfunded. It is not projected
to go until 2011 to 2015. And as -- being on the planning
comm ssion, I'mvery well aware of this -- as well as
being on the capital infrastructure commttee as well.

The inmpact fees will not cover the full length
of this road. Wth pocket devel opnents such as this,
they're only responsible to upgrade the portion of the
road that's in their right of way up to their property.

So they'll have to upgrade the asphalt and nmaybe put in
sonme gutters, if need be, or sidewal ks. They wll not
have to widen this particul ar road.

It's a two-lane country road with very little

ON THE RECORD REPORTI NG
(512) 450- 0342




113

access. You have two -- you have an arterial on North
Tarrant Parkway, and you have one on Heritage Park al so,
Heritage Trace Parkway. But this road that feeds to this
particul ar devel opnent does not have any infrastructure in
pl ace as far as the roads go.

And that is one of the issues that we're having
with this -- in our city -- is that we're struggling with
bad zoning. W' ve had zoning for nearly 60 years that has
been inconsistent with our growth as a city.

And we are the nineteenth largest city nowin
the United States. Between 2001 and 2004, Fort Worth was
the fastest growing -- third fastest growing in the
nation. And we're one of the |largest fastest grow ng ones
in Texas as well.

They are correct that the property is currently
zoned C for nediumdensity. But this has been identified
as one of the properties that is inconsistent with our
conprehensive plan. The city council and city staff are
in the process of evaluating the disproportionate nunber
of multifamly projects within this particular area and
possi bly going forward with the rezoni ng process.

There are such -- ten such tracts in our
district alone, and that's just in the small area that we
l[ive in and not in the whole district as itself --
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district 2.

Qur conprehensive plan -- he is correct -- is
to pronote a multiple-growth center devel opnent pattern by
encour agi ng hi gher density residential and commercial uses
Wi thin m xed-use growh centers. H's particular project
is within a couple hundred feet of this m xed-growth
center, but there is no connectivity fromhis project to
the current m xed-used growth center that we have
identified in the city.

Al so, on the attachnent you have there, you
will see the m xed-use growth centers that we have
identified wwthin the city for these higher density
devel opnents. And we definitely need nore affordable
housing in certain areas, especially within the southeast
part of town, Center City, Northside. And we have enough
W thin our own particul ar area.

|"mal so the chairman of the urban vill age
commttee, and as such, we take this very seriously. CQur
conmunities -- we want to have -- nake sure that we
have -- our redevelopnent is in the urban areas and that
wher e af fordabl e housi ng goes is where the urban villages
woul d like to see --

To make matters worse, he nentions that there's
no mass -- or there's a mass transit or actually a bus
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stop within, | believe, a mle and a half, he quot ed.
There is no mass transit within that area. There is no
bus, no rail service to this area.

And that's one of our infrastructure problens,
and that's sonmething we have to address as a city. But
this is not sonmething that's conducive for this particular
devel opnent. Affordabl e housing, to be successful, does
requi re sone sort of transportation and mass transit.

It's what nakes these devel opnents successf ul

M xed- use, m xed-incone areas provide the
foll ow ng benefits: econom c devel opnent. W are having
sone |large tracts of devel opnent going up in there with
retail. Sonme of those that he mentioned are not for sure.

The market developnent is not -- it's not definitely on
the track to go. And we have different m xed-use --

M5. ANDERSON: Sir, | need to ask you --

MR. BARNES: Ckay.

MS. ANDERSON. -- to conclude your renmarks.

MR. BARNES: Gkay. And then devel opnent of
mul tifam |y housing in appropriate |ocations, efficiency
in the provision of public facilities and services; which
is not adequate at this time, reduced reliance on single-
occupancy vehicles with mass transit, and like you said, a
heal t hy wal kabl e comunity.
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As you can see, we're not opposed to
multifamly units, be they affordable or not. Rather, we
are in support of affordable housing and nultifamly
devel opments wthin the designated m xed-use growh
centers.

These are large -- there are |l arge portions of
our city that need this assistance currently, and this is
not one of them W feel that there's nore inportant
areas of our city that needs these devel opnents, and the
use of taxpayers' noney would be better suited to address
t heir needs.

If the need were so great in our area, we would
not have any vacancies, which is not the case. W -- in
several of the other devel opnents, there are quite a few
vacancies, if | recollect.

Finally, to close, if you take into
consi deration the phil osophy of your own m ssion statenent
and -- concerning this application, you guys -- it quotes
on your particular statenment, The decisions affecting
i ndi vi dual Texans are best nade by those individuals,
their famlies and the | ocal governnents close to the
communi ties.

Qur council nenbers oppose this -- as well as
the letter you received -- as well as the 685 petitions
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that you received, signed petitions -- as well as letters.

And this is the last thing | want to quote --
or wanted to say is also that the notification for public
hearing was very lacking. | didn't know about it until
after the fact. The one they sent to the residents
next -- Heritage Trace was sent to soneone that was not in
t hat organi zati on anynore, probably six nonths previous
was not there. So that's why you only had two peopl e show
up for this neeting.

So being -- having said that, | appreciate your
time and allowing nme to speak on this subject. Thank you.

MS. ANDERSON:. Thank you.

M. Lawson, do you want to address the board?

MR. LAWSON: Thank you. M nane's Randy
Lawson. | live in Manor Hill adjacent to the proposed
site. And the only thing | would |like to say about the
sign that was posted there -- Riverside Drive or Ad
Denton Road -- the sanme road there, | think -- is a rea
bunmpy road, and traveling it is pretty dangerous.

And the billboard sign was sitting just off to
the side in between trees. And unless you were directly
| ooking to the right, you could not see it. And | believe
that's one of the main reasons that nost people didn't
know about it and didn't show up at the neeting.
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| was -- I'm-- understand that they net the
sign requirenents, but it just seens awful funny that only
five people showed up, and now you all have so many
letters of protest and e-mails against this project.
That's all. Thank you.

M5. ANDERSON: Thank you, sir.

M. MDonal d.

MR. McDONALD: We have -- thank you, Madam
Chai rman. W have pictures of the sign, | think, that
shows the |ocation that -- you can see it quite sone
di stances com ng down the street. You can -- the flip of
that shows the sign itself sitting right next to the site
that says it's -- the for-sale sign. | do not know what
el se we can do to put up a sign any nore clearly than
t hat .

As for the notification, the city of Fort Wirth
handl es their own notification. This departnent sends
notification to them They notify the nei ghborhood
associations. It's not our responsibility to notify them

That's what the city does.

The five-mle radius that the gentl eman spoke

of. Afive-mle radius is 78 and a half square mles. In
an urban area, 78 and a half square mles is huge. |It's
gigantic. And we need -- yes, there may be five projects
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in 78 and a half square mles, but I'Il tell you there
may -- there needs to be a lot nore in 78 and a half
square mles, especially with the inpact of what region 3
has received thanks to Katrina and Rita.

We are -- all of our vacancies in the Fort
Wrth/Dallas area and all of region 3 are skyrocketing.
mean, we just don't have units available. You heard M ke
Cl ark speak about the fact that we're leasing ten units a
week. Part of the reason why we're only leasing ten units
a week is it takes that nmuch tinme for us to do crimnal-
hi story background checks, credit checks and past-rental
checks.

You know, if we didn't do that, we'd | ease -- |
can't tell you how fast. | nean, there's no way of even
knowi ng. We're getting 40 people a week com ng through
t he door |ooking for an apartnent. That is a staggering
nunber.

Now, | guess I'ma little confused. Wen we go
to | ook as a devel oper for sonmething to devel op, we first
| ook for the need, and then we | ook for guidepost. And
t he gui depost we use in this industry is how a property's
al ready zoned.

| f the planning comm ssioner -- | feel sorry
that -- you know, that -- if the zoning was not proper,
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wi sh sonmebody woul d have said sonmething. How would we
know that? The seller of the land -- if they roll back
his zoning, he's going to sue themfor an illegal taking
and probably woul d be very successful under Texas | aw.

We | ook at the guidepost. Zoned piece of
property in an area with trenmendous need wth trenendous
job growth. Wat else can we do? Thank you.

MS. ANDERSON:. | have one question for you,
sir. Have you talked with this councilman that the other
gent| eman says is opposed to the project?

MR McDONALD: M. Wl cott can address that.
He's had numerous conversations with him

M5. ANDERSON: Okay. M. Wlcott.

MR. WOLCOTT: Yes, | have. 1've had a neeting
with M. Respino [phonetic], and | have engaged e-nmil s
wi th himback and forth with regards to all the letters or
e-mai |l s that he's received.

M5. ANDERSON: Ckay. And what about the state
elected officials in the district?

MR. WOLCOTT: | have not had any ver bal
conversations with any of the state --

M5. ANDERSON: Do you think that m ght be a
good i dea?

MR. WOLCOTT: | think so.
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ANDERSON: Ckay. Thank you.

That's all the public coment.

2

2 3 3 D

nmot i on.
VR.
VR.

there's a resol

2

5 3 3 3

5 32

ready to vote.

aye.

CONI NE: For any of the four?
ANDERSON: For any of the four.
CONI NE: Move approval of item b5a.
SALI NAS:  Second.

CONINE: And let nme anmend ny approval -- ny

SALINAS: That's for the four of then®
CONI NE:  Yes, all four of them Because
ution nunber, | think, that goes with it.
HAMBY: 06021.

CONI NE: Excuse ne?

HAMBY: 06021.

CONI NE: 06021. kay. Thank you.
ANDERSON:  Di scussi on.

response.)

ANDERSON: Hearing none, | assume we're

Al in favor of the notion, please say

(A chorus of ayes.)

V.
(No

IVS.

ANDERSON:  Qpposed, no.
response.)
ANDERSON: The notion carries.
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Next is agenda item 6, which is portfolio
managenent and conpliance items. M. Cerber

MR. GERBER  Thank you, nenbers of the board.
The 2006 HOVE rules in the state that -- state the
nodi fi cati ons and/ or anmendnents that increase the dollar
anount by nore than 25 percent of the original award or
$50, 000, whichever is greater, or significantly decrease
the benefits to be received by the departnent in the
estimation of the executive director will be presented to
t he board for approval.

Two HOVE anendnent requests are being presented
to the board today. The first is Spectrum Housi ng and
Services, Inc. The first request -- this request is a --
is for a waiver of their match requirenent. The
originally pledged match as been determ ned to originate
froma federal source, Medicare/ Medicaid, and is therefore
ineligible to be used as match for this HOVE award.

The conpl ete wai ver of the original match
requi renent as requested by the adm ni strator woul d not
have resulted in an award. However, a match reduction of
$6, 250 woul d still have resulted in sufficient scoring
points to receive an award.

The adm nistrator has attenpted to identify
alternative sources of match. However, none were
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identified. The TBRA programtraditionally provides

m ni mal amounts of match that is very |labor intensive for
HOVE adm ni strators to docunent and for departnent staff
to verify.

And Ms. Trevino is here to answer any questions
you m ght have on this anendnent.

(No response.)

MR. GERBER Wt hout questions on the first --
"' m sorry.

MS. ANDERSON:. No. |I'mgoing to suggest you
take them separately. W do have public conment on the
next one.

MR SALINAS: Can we do the first one first?
"Il nove that we go ahead.

MR CONI NE: Second.

M5. ANDERSON:  Di scussi on.

(No response.)

MS. ANDERSON:. Hearing none, | assunme we're
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.
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Now we' re ready for Laredo-Wbb

MR. GERBER  Thank you, Madam Chair. The
second request is from Laredo-Wbb Nei ghbor hood Housi ng
Services. The adm nistrator had previously received a
si Xx-nonth extension on this contract. The adm nistrator
i's now requesting a second extension for an additional
year, extending the end date to June 30, 2007.

Lar edo- Webb buil ds their own honmes and provi des
HOVE down- paynent assi stance funds to eligible househol ds
for the purchase of these hones. The adm nistrator states
that a 12-nonth extension is necessary due to unforeseen
delays in the construction process and significant
turnover in key personnel during the | ast year.

In addition, the bidding process revealed a 50
percent price increase in construction materials and
significant increases in | abor costs above the anount
originally budget ed.

The admi nistrator has indicated to the
departnent that the contract can be successfully conpl eted

by the anended ending date of the contract, June 30, 2007.

| f the extension were approved by the board,
the adm nistrator also would -- has agreed to -- mnust
agree, we would hope, to provide the departnent with a
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mont hly contract progress report. This report nust
specify all progress nmade towards neeting contract
performance requirenments by the end of the contract term

M5. ANDERSON: | have a public coment on this
item

M. John Puig.

MR. PU G Thank you for allowing nme to cone
up. M nane is John Puig. Madam Chairman, nmenbers of the
board, there is a packet | presented before you all, a new
packet, a blue packet there.

And we are -- in lack of an adm nistrator right
now, of an ED, so | am here as a board chairman, board
presi dent for the Laredo-Wbb NHS to present this to you.

Qur executive director has just left, and we are in
search of a new one. And we've been through this process
just recently. And so we're back there again.

That's not our main problem Qur nain
problem-- why we're asking for the extension has cone
based upon the problemwe had with a contractor. W had a
contractor that was building the honmes. W built themin
two phases. And he went, in essence, belly-up.

We decided to go against the insurance conpany
and try and receive sonme noney fromthat. W were
unsuccessful or at |east have been unsuccessful in gaining
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that. And it's just delayed us a trenmendous | ength of
time in getting the next group of homes built.

We had to go out and get the homes finished
fromthe current contractor that was there. W fired him
hired a new contractor.

You'll see on page 5 there are pictures of the
homes that we're conpleting. Those hones are basically
90, 95 percent conplete. There are four of those out of
the project. The first ten have already been done and
funded. You've taken care of them

W have the next four that will be done within
the next three or four weeks. They will be closed out.

We al ready have the buyers for those hones. Wat renains,
| eaves the last six to be built. They have not been built
yet. We wish to get thembuilt.

These are special honmes. |If you'll see in the
pi ctures there, these honmes are for people with special
needs. They're built with lower light switches. The
bat hroom counters are different. The kitchen area's
different. 1t's for people with special needs.

So we still have six hones to build. They're
for 80 percent nedian incone. W have a |ot of need for
the hones in Laredo. W'd like your help to give us the
time.
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We've gotten the board -- the board has
absolutely had the direction. W've had no changeover in
board really for the last ten or 15 years. 1've been the
board president since its inception in 1991. W are a
strong organi zation. W' ve just had a |ot of setbacks in
the last year. And we're asking for your help to allow us
to continue.

We have done nine previous projects with you,
and we' ve conpl eted every one of those prior to our
fulfillment tinme of our contracts. |In fact, in many of
the cases, we were sone six nonths to nine nonths ahead of
tine.

The original letter asked for a one-year
extension. M letter to you in the first page there is
asking for a nine-nonth extension. | think we can really
get it done in six. But what we need to do is we need to
go out and build our contract out for services again on
t he next six houses. W want to nmake sure that we take
the tine to get good contractors this time that will have
the financial stability to conplete the hones.

If you'll see in tab nunmber 7, | think it is,
or nunber 6, we have the financial strength to carry
forward. W' ve got over a mllion dollars in the bank as
a nonprofit. W' ve done exceedingly well. W were the
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nunber 2 nonprofit for nei ghborhood works organi zations in
the entire nation in 2004.

W want to get back to that level, and I think
we wll soon be as soon as we get a new executive director
hired that will be part of our m ssion. W' ve been
excited about what we're doing. The board has cone in and
really in the last four nonths has really run the
or gani zati on.

We are looking for a very conpetent executive
director to lead us forward. W had one that was with us
for 12 years, and we did super well. W now need anot her.

But we ask your help to please allow us to continue.
We've got the board, the commitnent.

We've al so got 15,000 for each of these hones
fromthe city of Laredo that they gave us to purchase the
| ots. These hones have generally sold for around 90, 000.

There's $30,000 worth of grant noney, which -- 15 is
yours; 15 is the city. So that's 30,000 that goes into
t hat .

The people that are purchasing are financing
hones at 60, 000, unheard of in the Laredo area. W're
managi ng to take care of a very small need. As you al
wel | know, Laredo is one of the | owest per-capita incone
areas in the entire state.
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And, you know, |'m just asking for your help to
give us the tine. W've proved in the past to you over
nine years of successful projects with you all that we' ve
al ways conpl eted and done our word. W' re just asking
you, allow us to take our setbacks.

W think we've learned. W're in the process.

We have a board neeting schedul ed for Wdnesday ni ght,
and we have on that agenda to hire an executive director,
whi ch we' ve been | ooking for. W ask for your help to
give us the tine.

MR. CONINE: Move for approval with the
stipulation -- | mght add, Madam Chairman, that we're
getting nonthly reports, | think, as a staff, but the
board would lIike quarterly reports back on this particul ar
proj ect .

MR PUG W'Il be glad to give that to you.

M5. ANDERSON: And we need to know when we're
going to start seeing those nonthly reports, because |
think the first one we asked for was over a nonth ago,
so --

| have one question, sir. So you're wthout an
executive director. So has M. Arturo Garcia left --

MR PUG Yes, ma'am

M5. ANDERSON: -- since June 8?
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MR PUG Yes, na'am

MS. ANDERSON: And so is managing this --
assum ng you were to receive the extension today, who is
managi ng this project? Because M. Garcia's letter
indicates the office has bid out and -- pending to award a
contract to start the construction. So --

MR PUG Yes, ma'am W have a construction
specialist that is doing that. W're going to be
rebi ddi ng the hones out. For the next six homes, we wll
rebid themout to a list of -- expanded |ist of
contractors, so we get better pricing.

The problemis, as you all well now, the
housi ng costs have gone up substantially. And we're
trying to get the contractor to sharpen their pencil.

MS. ANDERSON: So is that M. Arnal do

Cervantes --

MR PUG Yes, ma'am

M5. ANDERSON: -- who's in charge of the
proj ect ?

MR. PUG That's Arnal do Cervantes.

M5. ANDERSON: Ckay. And so since June 8, you
have -- the -- your organi zation has deci ded not to award
what M. --

MR PUG No, ma'am
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M5. ANDERSON: -- Garcia said was a pendi ng
contract.

MR PUG No, ma'am Those we chose at our
| ast board neeting. W turned them down because of the
bids. They were just absolutely too high. | have given
hima list of new contractors to go for. I'min the
banki ng business, and | know a | ot of people that
hopefully will come out and hel p us.

M5. ANDERSON: And so what kind of time frane
do you think to get that -- to get a selection nade and a
contract signed with a new contractor?

MR PUG Two nonths. That's why |I'm asking
for a nine-nonth extension. Two nonths to do that. W're
asking for five nonths construction and two nonths to
finish out. Hys -- M. Grcia' s letter asks for a year.
W can do it in nine nonths.

M5. ANDERSON: Do we have a second?

MR SALINAS: Yes. | seconded.

M5. ANDERSON: Ckay. O her questions.

(No response.)

M5. ANDERSON: Hearing none, | assune we're
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)
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M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

MR. PU G Thank you.

M5. ANDERSON: Item 7, housing programmtic
itens.

MR GERBER Menbers of the board, item 7 deals
with the Estates of Bridgeport IV and |IVa. Both of these
applications were 2005 hone awards. The Estates of
Bridgeport IV has closed with the departnent, and the
Estates of Bridgeport IVa is scheduled to close at the end
of June.

The applicant is requesting an anendnent for
bot h devel opnents to elimnate the threshold requirenent
of installation of disposals due to initial costs and
excessi ve nmai ntenance and repair costs. Staff recommends
denying the anmendnents due to the fact that the applicant
knew that the disposals were a threshold requirenent and
shoul d be required to have theminstalled in all units.

MR. GONZALEZ: | nove for staff's
reconmmendat i on.

MR CONI NE: Second.

MS. ANDERSON:  Di scussi on.

(No response.)

ON THE RECORD REPORTI NG
(512) 450- 0342




133

M5. ANDERSON: Hearing none, | assune we're
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

Item nunber 8, fiscal 2007 operating and
housi ng finance budget.

MR. GERBER  Menbers, today the departnent is
presenting for your initial review the departnment's draft
2007 operating budget and the draft housing finance
budget .

This early consideration of the draft operating
budget is to start a discussion with you and to all ow
sufficient tinme to address budget questions, input, edits
or concerns fromthe board so that we can begin to
finalize this operating budget, hopefully at the next
board neeting or the one after that, and then focus on the
upcom ng subm ssion of the |egislative appropriations
request.

The internal operating budget is -- this
i nternal operating budget is reflective of the second year
of our two-year appropriations, which was passed by the
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79th legislature. This draft operating budget is -- of
$21 mllion is derived fromthe total 155 mllion of
2007' s state appropriations.

However, it does not include federal or state
grant funds passed through the subrecipients. It
represents our operational expenses distributed anong the
departnment's divisions. Once approved by this board, this
budget will take effect on Septenber 1, 2006.

Qur current draft budget of 21.5 mllionis 1.7
| ess than | ast year's budget. It includes a 3 percent
cost-of-living increase, as authorized by the |egislature,
effective Septenber 1.

This budget will continue to enphasize efforts
such as market and foreclosure studies, our statew de
homebuyer educat or program and educati on canpai gns
targeting contract-for-deed conversions.

This draft does not include CDG specific
positions for disaster recovery, which we are currently
working on and is in developnent and will be included in
the next draft.

|'d also like to nmake clear also that this
draft does not include sone goals that |'ve set out, which
is that we will hold the line on both in-state and out - of -
state travel, except to adm nister the CDGB di saster
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recovery efforts, as well as to deal with additional
conpliance and nonitoring activities by the departnent.

W will also invest heavily in the professional
devel opment of our staff and ensure that our salaries are
conpetitive to retain our highly skilled workforce.

Al'so included in the board packet for your
review is our draft housing finance operating budget.
That's item 8b. This budget is submtted in accordance
wi th Governnent Code Chapter 2306, which requires us to
submt an annual budget for the housing finance division
to our board.

The housing finance budget is $11, 350,401 and
is representative of the housing programfee revenue that
supports the departnent.

David Cervantes, our director of financial
admnistration, wll present additional budgetary
information for you. Thank you.

MR. CERVANTES: Thank you, M. GCerber.

Madam Chair, nenbers of the board, |'m David
Cervantes, director of financial adm nistration. And as
you know, it's usually about this tinme of the year that we
approach the board about presenting our |atest draft of
t he upcom ng budget -- internal operating budget for the
agency and al so the housing finance budget.
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And | just want to take a few nonents. |If |
could call your attention to tab 8a and begin there. What
|"d like to do this afternoon is just sinply walk you
t hrough probably itens 1 through 7, pages 1 through 7 just
very briefly.

And agai n, the purpose of our being here today
is to seek your input, get sone feedback, see if there's
anything that you would like us to consider as we conpile
t he upcom ng draft and the upcom ng budget for 2007.

Soif I may begin. On page 1, there's a
schedul e that's a conparison by division. |If you |ook at
the left-hand margin of this particular schedule, you'l
find the divisions that make up TDHCA at this tine. They
are the housing prograns division, the executive
adm ni stration division, and the agency adm ni stration
conponents.

I f you |l ook kind of -- about three-quarters
down the schedule, you'll see a total. That indicates the
total for the departnent. And as you can see, we're
conparing last year's to this year. And as M. Cerber
just noted, last year's was running at about 21.9. This
one inits current draft is about $21.5 million, which is
about 1.7 percent |ess or about $369, 000 under where we
were a year ago.

ON THE RECORD REPORTI NG
(512) 450- 0342




137

As you |l ook at the far right hand, we give you
al so just information regarding our full-tinme equival ents.
And we currently have funded 229 positions. And as you

can see, there are no variances. So pretty much the
personnel and the FTEs remain pretty much in line with
where they were a year ago.

The bottom portion of this particular schedule
speaks of the nethod of finance. And along those |lines,
once again, we have $21.5 million for this upcom ng year
t hat we have budget ed.

And this bottom portion of this conparison by
di vi sion kind of works hand in hand with the chart that
you see on the next page, which is page 2. And this kind
of gives you an idea, just based on the graph here, where
we get our noney to basically operate the agency.

And as you can see, we have about $11.3 mllion
in appropriated receipts. W have about 83,000 that cones
froman interagency contract that we have wth the office
of rural community affairs. W have earned federal funds
to the tune of about 997, 000.

We have general revenue. This is our state
fundi ng which -- that we use to support the agency at
about 941,000. And then finally -- the federal funds that
we get that nmake it into the departnent that we use to
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adm ni ster about $7.7 million. So all in all, that nakes
up about $21.1 mllion that we use.

There is one additional piece to the nethod of
finance. And if you |ook at the bottomright, you'l
notice that there also is a manufactured housi ng support
conponent. W do have a nenorandum of understanding with
t he manuf actured housing division to provide them support.

And as you can see for 2007 -- at the far
bottomright, you can see that we're anticipating about
488, 000 com ng fromthe manufactured housing division to
provi de them support. On --

MR. CONI NE: Quick question on that before you

nove.
MR. CERVANTES: Sure. Yes, sir.
MR. CONINE: What's the expense associated with
that? Is it -- | don't -- because | don't see a line item

on the expense side.

MR. CERVANTES: On the expense side. | don't
have a specific right offhand, but what | can tell you is
that when we take a | ook at the overall budget, you know,
we had about 21.9 built in a year ago. W're expecting to
be running at about 19.3 for the year.

So | can't give you the breakdown specifically
for manufactured housing, but that certainly is sonething
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that we can provide you at our next neeting --

MR. CONI NE: GCkay. Thank you.

MR. CERVANTES: ~-- if it would be hel pful.
Ckay.

M5. ANDERSON: And if -- then | have anot her
request for the --

MR, CERVANTES: Sur e.

MS. ANDERSON. -- next neeting. If we are
projecting -- well, first, if the -- when this cones back
to us --

MR CERVANTES: Yes, nmm'am

M5. ANDERSON: -- | would |ike included in the
packet a year -- an actual year to date -- so that
probably will be through June -- so we'll be able to see
what the actual year to date -- and your best projection
on what we'll spend in July and August, so we wll see
whet her we'll finish the year at that -- whether you're

estimating we're going to finish the year at approxi mately
19.3 or --

MR. CERVANTES: Ckay.

M5. ANDERSON: -- wherever you think we're
going to finish the year.

MR. CERVANTES: Ckay.

MS. ANDERSON. And then ny question for you is,
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although 21.5 is a 1.7 percent reduction fromlast year's
budget of 21.9, it is an increase over where you're

pl anning to actually -- where you think you' re going to
finish the year this year.

So I think we ought to | ook at where -- and |I'm
not saying you have to budget, you know, down to the penny
and, you know, you don't, you know, have to rub the eagle
off the quarter and get it that tight. But if we think
we're going to finish the year at 19.3, then 1'd like a
little nore insight in why you propose a budget of 21.6
for next year.

MR. CERVANTES:. 21.6. | can give you just a
little bit of background as to what | think is going on.

M5. ANDERSON: It would be hel pful in the
packet to have it in witing --

MR. CERVANTES: Ckay.

M5. ANDERSON: -- and let's just see how much
of it's related to the 3 percent growh in salaries and
ot her sort of nmjor categories that nake up that growh --
fromhow you expect we'll finish this year --

MR. CERVANTES: Right.

MS. ANDERSON. -- to what you want to budget
for next year.

MR. CERVANTES: We certainly will include --
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M5. ANDERSON: W need sone nanagenent

information in this package.

MR. CERVANTES: COkay. W can do that. | wll
say this, that this particular draft -- what's been taking
pl ace over the last two years is -- as you well know,
we've had -- you know, we've had the 4 percent cost of

living increase that took place a year ago. W have the 3
percent that will take effect Septenber 1.

To counter that, keep in mnd that we al so have
the rentals and | eases. Because as we noved into our
stat e-owned office space -- that's kind of been going
counter. It's been going the other way. GOkay. So --

M5. ANDERSON: It would just be hel pful to see
those offsets on a -- to the difference in the 19.3 and
the 21.5.

MR. CERVANTES: Ckay. No problem W can
certainly do that.

M5. ANDERSON: It just gives us some context to
eval uat e these nunbers.

MR. CERVANTES: No problem W can do that.

Any ot her questions before | turn to the
fol |l ow ng schedul es?

(No response.)

MR. CERVANTES: GCkay. Page 3. Once again,
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this one gives you a little bit of information. It's a
conpari son by expense object here. It wants, again --
this particular schedule -- as you can see, the line itens

are the key to this particular schedule, because this

poi nts out exactly on -- where we have the funds budgeted,
how they will be used by cost category, and it also points
out sone variances.

And as |'ve noted, we've had kind of two things
ki nd of going counter, you know, the increases that we
built in but yet savings that we're starting to see take
effect as we nove forward into these upcom ng years.

Once again, a reference at the bottomof this
schedule to the nethods of finance. And that's the gist
of this particular schedul e.

As we nove down to page 4 -- | already
mentioned the full-tinme equivalents. And as you can see,
this schedule is just a schedule to -- just to give you an
i dea of where the equivalents exist within our
or gani zat i on.

The main point of this schedule, as you work
your way down, is that we fund 229, but at the very
bottom you'll also note that 64 are within the
manuf act ured housing division. And then we al so have five
that we are asked to put in reserve for a nonitoring and
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data systens contractor that we work with to do
i nspections out of our PMC division.

And that takes us to our cap, which again -- as
we're working on the LAR, we currently are capped at 298
FTEs. And so this schedule is just pointing out just
again the reconciliation noving us back to the 298.

Iltems 5 -- item nunber -- or on page 5, what we
poi nt out here is another schedule related to out-of-state
travel. And this particular schedule -- the main enphasis
here is we also have a cap related to our out-of-state
fundi ng and how much we use for out-of-state travel.

I f you look at the total here, you'll see that
we have 100, 315. That is the cap for the agency at this
time. And thisis -- inits current draft, this is the
al l ocation of the funding and how it would be used
t hroughout the agency to travel out of state.

kay. And then item-- pages 6 and 7 relate to
our capital budget. And | think these are strai ghtforward
in the sense that we have $500, 000 budgeted for our
capital budget. And it involves two |lines, our
prof essional fees |line and capital outlay.

The professional fees. W have two projects
that we're undertaking, and that is a PeopleSoft project
and a comunity services energy assistance contract system
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that we're currently working on. And the professional
fees are for us to bring in contractors to just help us do
sonme code work to put these systens in place and i npl enent
t hese systens.

The capital outlay relates to pretty much what
they call our normal growth. And that's just -- you know,
as we take inventory of the hardware and software that we
have at the agency -- we currently got approved for
$200, 000 to use for our normal growth throughout the
agency.

The | ast page. It just reenphasizes that in
terms of our projects and our normal growh there -- of
t he $500, 000 for this upcom ng year.

The rest of this packet is there for your
information. It is a breakdown of the different divisions
of the agency and the sections within it, just for your
reference. And that's all | have in relation to the
internal operating budget. |[|'d be happy to take any
guestions that you may have on item 8a.

Ckay. If not, I'lIl nove over to item 8b. And
under that tab, as M. Gerber nentioned, under Governnent
Code 2306, we're required to also take inventory and
prepare and get certification on the housing finance
budget .
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And this budget is pretty nmuch conpiled to give
t he agency and the board a picture of the housing finance
activities and those funded by the fees collected through
t he housi ng finance channel s.

In this particular case, the schedule is
arranged by the divisions of the agency at the top. And
this particular budget just is currently drafted at about
$11.3 mllion for 2007. And |'d be happy to take any
guestions on this particular item

MR. CONINE: What's the -- | guess the
hi storical guess -- because this is just 2007.

MR. CERVANTES: Yes, sir.

MR. CONI NE: But what was the anticipated
recei pt fromthe $5,000 per bond deal market research fund
that we didn't get appropriated out of the budget? How
much -- like in '06, did that --

MR. CERVANTES: How nuch did we place in there?

MR, CONINE: -- anmpount to? Yes.

MR CERVANTES: | don't have an anount in terns
of --

MR CONINE: O | guess we get 4,000 of it, |
t hi nk, instead of --

MR. CERVANTES: Yes. | know that at |east
t hrough the LAR the estimate had been at about 400, 000.
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kay. That was at |least the estimation. | don't know --

MR. CONINE: So are those budgeted in the
bond -- these are just bond adm nistration fees. They're
not the market research fees that --

MR. CERVANTES: These do not include the
research fees, but they do include the bond adm n fees,
the --

MR, CONINE: Right.

MR. CERVANTES: -- the conpliance fees, fees
that were generated through our tax-credit efforts. Those
are sonme of the avenues that we use. W also have, you
know, the -- for exanple, the contract that we have with
FDIC. In fact, MDSI -- we al so generate some incone
through that. And those are the fees that are playing out
in this particular --

MR CONINE: Did we budget the research fees in
"06, or did we leave it off knowng that it didn't get
appropri at ed?

MR CERVANTES: Well, | think our first draft
had the adm n fees.

MR. CONINE: Right.

MR. CERVANTES: And as we got later in the
process, it was determ ned that we may not have the budget
authority to be able to bring those into the agency.
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MR. CONINE: Right.

MR. CERVANTES: And therefore, we extracted
t hose. And --

MR, CONI NE: Ckay.

MR. CERVANTES: -- then we placed sone -- just
sone internal funding for the market studies -- | think it
was to the tune of 50,000, if I'mnot m staken.

MR. CONI NE: Ckay. Thank you.

MR. CERVANTES: Any other questions?

(No response.)

MR. CERVANTES: Ckay. Thank you very much

M5. ANDERSON: Thank you, M. Cervantes.

ltem9. M. Cerber.

MR. GERBER  Thank you, Madam Chair. Item9
is -- 9ais dealing with the state of Texas action plan
for community-devel opnent bl ock-grant funding for disaster
assi stance under -- for Hurricane Rita.

As you know, the departnment has been asked by
the governor's office to take | ead responsibility -- this
board has been asked to take |ead responsibility for the
distribution of $74.5 nmillion of USDA funding for housing,
infrastructure, public service, public facility, and
busi ness needs in a 29-county area directly inpacted by
Hurricane Rita.
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The action plan was approved by HUD, and the
departnent | ast Monday signed a grant agreenent with HUD
that makes it now possible for the state of Texas to draw
down these dollars. On Friday -- Friday was the deadline
for the four regional councils of government to submt
their applications to TDHCA, as well as to --

And we are working in conjunction with the
office of rural community affairs, which is taking | ead
responsibility for the infrastructure piece, the public-
infrastructure piece, of this CDBG puzzle, to review --
we're working collectively to review those applications.

And we will have themready to present to you
at the July 12 board neeting for your approval, but wanted
to confirmfor you that those have been received.

And we are in the process of making sure that
all of the costs that the COGs are requesting be covered
with these dollars -- that they are either, a,
rei mbursable, and certainly nost inportantly, tied
directly to neeting those unnmet -- critical unnmet needs in
t he regions.

Bill, did you want to -- M. Dally, did you
want to add anything to that?

MR, DALLY: | think it's a good summation. So
|'"'m here to answer any questions you may have. Just to
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poi nt out, since we just had the budget, this draft budget
that you received over a week ago did not have the CDBG
positions necessarily in that. And so that still needs to
be done.

And there may be a coupl e other FTE changes
that will have to happen in the final operating budget as
we conme forward on July 12. W wll also be bringing a
menor andum of under st andi ng and an adm ni strative budget
related to these CDBG funds that will be both an el enent
for the departnent and one for ORCA too. So that wll be
coming with the next board neeti ng.

| did get some verbal input. W had staff
| ooki ng over those four COG applications, and the initial
read is very good, so --

And the other thing | would add is | expect
t hat each and every nenber of those COGs will be here to
both speak on their application and tal k about their area
and their needs. And having been out there, you know, |
certainly encouraged themto come before you and to
expl ain what their process has been and what they plan to
do with those funds. Are there any questions?

MS. ANDERSON:. Thank you very nuch.

MR. CONINE: |'m speechl ess.

M5. ANDERSON:. We're certainly |ooking forward
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to seeing those.

That is the last itemon the agenda. And | am
advised there is no reason for an executive session -- oh,
except for the executive director's report. Thank you.
Sorry.

MR. GERBER | think we've covered it. The
only thing I would just add is that there -- this -- we
are expecting suppl enental CDBG fundi ng assi stance. The
Congress has approved and the Senate and the president has
signed |l egislation that would give -- nake Texas eligible,
along with three other states, for $1 billion.

And we're -- we've been advised by Secretary
Jackson and HUD that we will need to work to submt
additional information to HUD to basically nake our case
as to why an additional allocation of dollars is needed by
Texas. And we are going to begin that process once we get
clarification of exactly what they' re | ooking for.

But we have been assured that Texas w ||
receive a very healthy portion of that $1 billion. And
we'll be working to make sure that Washi ngton under st ands
our case.

M5. ANDERSON: Thank you very much in advance
for going to work on that on behalf of the people of East
Texas.
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There is no other official business to cone
before this board. 1'd entertain a notion to adjourn.

MR, SALINAS: So nove.

MS. ANDERSON:. W stand adj our ned.

(Wher eupon, at 12:30 p.m, the neeting was

concl uded.)

ON THE RECORD REPORTI NG
(512) 450- 0342




152

CERTI FI CATE

MEETI NG OF: TDHCA Boar d
LOCATI ON: Austi n, Texas
DATE: June 26, 2006

| do hereby certify that the foregoi ng pages,
nunbers 1 through 152, inclusive, are the true, accurate,
and conplete transcript prepared fromthe verbal recording
made by el ectronic recording by Sunny L. Peer before the

Texas Departnent of Housing & Conmunity Affairs.

7/ 05/ 2006
(Transcri ber) (Dat e)

On the Record Reporting
3307 Northland, Suite 315
Austin, Texas 78731

ON THE RECORD REPORTI NG
(512) 450- 0342




