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FINANCE COMMITTEE MEETING

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
1100 Congress Avenue
Capitol Extension Room E1.026
Austin, Texas 78701

Monday, March 20, 2006 9:00am
AGENDA
CALL TO ORDER, ROLL CALL Vidal Gonzalez
CERTIFICATION OF QUORUM Chair of Committee
PUBLIC COMMENT
The Board will solicit Public Comment at the beginning of the meeting and will also provide
for Public Comment on each agenda item after the presentation made by the Department

staff and motions made by the Board.

ACTION ITEMS

Item A Approval of Prospective Single Family Mortgage Revenue Bond Issues and
Programs for 2006
Item B Preliminary Approval of Single Family Mortgage Revenue Bonds, 2006 Series A,

and 2006 Series B

ltem C Approval of Resolution Amendment for Single Family Mortgage Revenue Bonds,
2004 Series A and 2004 Series B

Item D Approval of Investment Policy

Item E Approval of Loan Star Mortgage Program Interest Rate Reset

ltem F Approval of 2006 Mortgage Credit Certificate Program

Item G Approval of Asset Management Oversight Agreement with Texas State

Affordable Housing Corporation (TSAHC)

ADJOURN Vidal Gonzalez

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

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

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

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
1100 Congress Avenue
Capitol Extension Room E1.026
Austin, Texas 78701

Monday, March 20, 2006 11:00am
AGENDA

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

PUBLIC COMMENT

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

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

ACTION ITEMS
Iltem 1 Presentation, Discussion and Possible Approval of Minutes of the Board Meeting
of February 15, 2006

ltem 2 Presentation and Discussion of the Findings and Conclusions of the Recently
Completed Market Study of the Houston Metropolitan Statistical Area (MSA)
by Vogt Williams & Bowen

Iltem 3 Presentation, Discussion and Possible Approval of Housing Tax Credit Items:
a) Housing Tax Credit Amendments

03254 Bayou Bend, Waller, Waller County
05243 Villas of Hubbard, Hill County

b) Housing Tax Credit Extensions for Commencement of Substantial
Construction

04200 Alvin Manor Estates, Alvin, Brazoria County
04203 Alvin Manor, Alvin, Brazoria County
04224 Commons of Grace Apartments, Harris County

C) Adoption of Amendment to Title 10, Part 1, Chapter 50, 2006 Housing
Tax Credit Program Qualified Allocation Plan and Rules, §50.9(i)(6),
regarding the Level of Community Support from State Elected Officials

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

05452 Lindberg Parc Senior Apartments, Fort Worth, Texas
Tarrant County HFC is the Issuer
Requested Credit Amount of $756,098

05450 TownParc at Bastrop, Bastrop, Texas
Bastrop HFC is the Issuer
Recommended Credit Amount of $760,050
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05454 Lodge at Silverdale Apartment Homes, Conroe, Texas
Montgomery County HFC is the Issuer
Recommended Credit Amount of $606,538

060402 Hillcrest Manor Senior Community, Texas
Lubbock HFC is the Issuer
Requested Credit Amount of $629,797

060405 Sea Breeze Senior Apartments, Corpus Christi, Texas
Sea Breeze, a Public Facilities Corp. is the Issuer
Recommended Credit Amount of $614,145

Item 4 Presentation, Discussion and Possible Approval Multifamily Private Activity Bond Program:

Item 5

a)

b)

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

05618 Creekside Manor Senior Community, Killeen, Texas
in an Amount Not to Exceed $10,300,00 and Issuance of a Determination
Notice (Requested Credit Amount of $390,353)

05626 Bella Vista Apartments, Gainesville, Texas
in an Amount Not to Exceed $6,800,000 and Issuance of a Determination
Notice (Recommended Credit Amount of $518,676)

05631 Generations at Mansfield, Mansfield, Texas
in an Amount Not to Exceed $16,100,000 and Issuance of a Determination
Notice (Requested Credit Amount of $791,769)

05627 Skyline at City Park Apartments, Houston Texas
in an Amount Not to Exceed $13,300,000 and Issuance of a Determination
Notice (Recommended Credit Amount of $821,219)

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

2006-011, Parkwest Apartment Homes, Houston, Texas
2006-012, Ennis Senior Estates, Ennis, Texas

Presentation, Discussion and Possible Approval of Programmatic Items:

a)
b)

c)

Section 8 Annual PHA Plan
Section 8 Payment Standards
Proposed Issuance of Commitments for HOME Rental Developments For:

060401 Northwest Residential, Georgetown, Texas
in an Amount Not to Exceed $1,950,000

060008 Hayden Ridge, Granbury, Texas
in an Amount Not to Exceed $420,000
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05265 Family Estates of Bridgeport V, Affordable Housing of Parker County,
Bridgeport, Texas in an Amount Not to Exceed $358,800
(CHDO Rental Funds)And $16,000 (CHDO Operating)

Iltem 6 Presentation, Discussion and Possible Approval of Financial Items: Vidal Gonzalez

a)

b)

c)

d)
e)
f)

)

Approval of Prospective Single Family Mortgage Revenue Bond Issues
and Programs for 2006

Preliminary Approval of Single Family Mortgage Revenue Bonds, 2006
Series A, and 2006 Series B

Approval of Resolution Amendment for Single Family Mortgage Revenue
Bonds, 2004 Series A and 2004 Series B

Approval of Investment Policy
Approval of Loan Star Mortgage Program Interest Rate Reset
Approval of 2006 Mortgage Credit Certificate Program

Approval of Asset Management Oversight Agreement with Texas State
Affordable Housing Corporation (TSAHC)

Iltem 7 Presentation, Discussion and Possible Ratification of:

a)

b)

Disaster Relief Contracts in Response to NOFAs Announcing $8.3 Million
In Home Funds and $1.8 million in Housing Trust Funds Awarded by the
Executive Director under the Katrina Board Policy Approved at the
September 16, 2005 Board Meeting and as Amended at the October

13, 2005 Board Meeting to Include Rita Impacted Areas

TDHCA Activities Regarding $74,523,000 in Community Development
Block Grant (CDBG) Funds Provided under HR 2863 Through the
Department of Housing and Urban Development NOFA

EXECUTIVE SESSION Elizabeth Anderson

a)

b)

a)

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

The Board may go into executive session Pursuant to Texas Government
Code 8551.074 for the purposes of discussing personnel matters including
to deliberate the appointment, employment, evaluation, reassignment,
duties, discipline or dismissal of a public officer or employee.

Consultation with Attorney Pursuant to §551.071, Texas Government Code:

1. With Respect to pending litigation styled Hyperion, et al v. TDHCA,
Filed in State Court
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2. With Respect to pending litigation styled TP SENIORS II, LTD. V. TDHCA
Filed in State Court
3. With Respect to pending litigation styled Gary Traylor, et al v. TDHCA,
Filed in Travis County District Court
4, With Respect to pending litigation styled Dever v. TDHCA Filed in Federal Court
5. With Respect to pending litigation styled Ballard v. TDHCA and the State of Texas

Filed in Federal Court

6. With Respect to the administrative hearing styled as Public Utility Commission v. The
Low Income Energy Efficient Program SOAH Docket No. 473-06-0862

7. With Respect to Any Other Pending Litigation Filed Since the Last Board Meeting

OPEN SESSION Elizabeth Anderson

Action in Open Session on Items Discussed in Executive Session

REPORT ITEMS Bill Dally
1. TDHCA Outreach Activities, January, 2006
2. Results of TDHCA Survey of Organizational Excellence
3. Agency Marketing/Communications Plan
4, Briefing on Use of Board Consent Agenda
5. Report on Community Affairs Division Oversight on El Paso Community

Action Program — Project Bravo

ADJOURN Elizabeth Anderson

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

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

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

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

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




EXECUTIVE OFFICE -BOARD

BOARD ACTION REQUEST
March 20, 2006

Action Item

Summary of Board Minutes for February 15, 2006.

Required Action

Review minutes of the February 15, 2006 Board Meeting and make any necessary corrections.

Background

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

Recommendation

Staff recommends approval of minutes with any requested corrections.

1 ofl




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

Wednesday, February 15, 2006; 11:30 am

SUMMARY OF MINUTES

CALL TO ORDER, ROLL CALL

CERTIFICATION OF QUORUM
The Board Meeting of the Texas Department of Housing and Community Affairs of February
15, 2006 was called to order by the Chair of the Board Elizabeth Anderson at 12:22 p.m. |t
was held at 1100 Congress Avenue, Capitol Extension Room E1.012, Austin, Texas 78701.
Roll call certified a quorum was present.

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

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

Recognition of Edwina P. Carrington, Executive Director
Mike Gerber presented Ms. Carrington with a letter of thanks from Governor Perry. Mr.
Gerber, Mr. Gonzales, Mayor Salinas, Mr, Conine and Ms. Anderson also made their
personal farewell comments to Ms. Carrington.

PUBLIC COMMENT

Ms. Anderson called for public comment and the following either gave comments at this

time or preferred o wait until the agenda item was presented:
Sandra Williams, Texas Association of Community Development Corporations (TACDC),
extended an invitation to the Board to the TACDC conference, which will be held on
March 6 through 8, in San Antonio.
Al Swan, Executive Director, Affordable Housing of Parker County, provided testimony.
Bill Wenson, Wenson & Associates, Inc., provided testimony concerning tax credits, how it
relates to the GO Zone legislation, and Hurricane Rita.

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

Page 1 of 7



ACTION ITEMS

AGENDA ITEM 1
Presentation, Discussion and Possible Approval of Minutes of the Board Meeting of
January 18, 2006
Motion made by Mr. Conine for approval of minutes as presented; Mr. Salinas seconded
the motion. Motion passed unanimously.

AGENDA ITEM 2
Presentation, Discussion and Possible Approval of Housing Tax Credit Items:

a)

b)

Housing Tax Credit Amendments

03247 Las Brisas, Alamo, Hidalgo

Motion made by Mr. Conine to approve, seconded by Mayor Salinas. Passed
unanimously.

04003 Villas on Sixth Street, Austin, Travis

Motion made by Mr. Gonzales to approve, seconded by Mr. Conine. Passed
unanimously.

04200 Alvin Manor Estates, Alvin, Brazoria

04203 Alvin Manor, Alvin, Brazoria

Motion made by Mr. Conine to approve both amendments, seconded by Mayor
Salinas. Passed unanimously.

02019 Yale Village, Houston, Harris

02020 Kings Row, Houston, Harris

02021 - Continental Terrace, Fort Worth, Tarrant

02022 Castle Gardens, Lubbock, Lubbock

Ava Golman, Michael’s Development Company, provided testimony.

Motion made by Mr. Conine to approve without dishwashers for Yale Village, Kings
Row and Castle Gardens and to either attempt {o get a sharing agreement with Head
Start at Yale Village or let their lease expire February 1, 2007, seconded as amended
by Mayor Salinas. Passed unanimously.

Housing Tax Credit Extensions for Commencement of Substantial Construction
04275 Bahia Palms, Laguna Vista, Cameron

04287 Vista Hermosa, Eagle Pass, Maverick

04288 Briarwood, Kaufman, Kaufman

04295 La Mirage Villas, Perryton, Ochiltree

Motion made by Mayor Salinas to approve these four extensions, seconded by Mr.
Gonzales. Passed unanimously.

Issuance of Determination Notices on Tax-Exempt Bond Transactions with Other
Issuers
05444 Villas at Bethel, Houston, Texas
Houston HFC is the Issuer
Recommended Credit Amount of $630,677
Terri Anderson, Anderson Capital, LLC, as consultant for KRR Villas at Bethel, L.P,
provided testimony.
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Motion made by Mr. Conine to approve, seconded by Mr. Gonzales. Passed
unanimously.

05449 Arbor Court, Houston, Texas

Harris County HFC is the Issuer

Recommended Credit Amount of $350,478

Motien made by Mr. Conine to approve, seconded by Mayor Salinas. Passed
unanimously.

05451 North Oaks Apartments, Houston, Texas

Houston HFC is the Issuer

Recommended Credit Amount of $469,359

Motion made by Mr. Conine to approve, seconded by Mayor Salinas. Passed
unanimously.

05445 Bayview Apartments, Baytown, Texas

Harris County HFC is the Issuer

Recommended Credit Amount of $887,593

Motion made by Mr. Conine to approve, seconded by Mayor Salinas. Passed
unanimously.

05452 Lindberg Parc Senior Apartments, Fort Worth, Texas
Tarrant County HFC is the Issuer

Recommended Credit Amount of at least $756,908
Withdrawn from consideration.

d) Potential Appeal of Ineligibility for Four Percent Housing Tax Credit
Applications:
Sea Breeze Seniors, LP, TDHCA #060405
Motion made by Mr. Conine to approve staff's recommendation, seconded by
Mayor Salinas.

Henry Flores, Madhouse Development, representing the Corpus Christi Housing
Authority, provided testimony.

Honorable William Bonilla, Commissioner, Corpus Christi Housing Authority,
provided testimony.

Elmer C. Wilson, Corpus Christi Housing Authority, provided testimony.

Richard Franco, CEQO Corpus Christi Housing Authority, provided testimony.

Motion made by Mr. Conine, seconded by Mayor Salinas to approve staff's
recommendation, were withdrawn.

Motion made by Mr. Conine to grant waiver, seconded by Mayor Salinas. Ms.
Anderson clarified that we're granting the waiver of the 60-day rule and are not
guaranteeing a place on a particular board agenda, Mr. Conine added, nor are we
approving the project. Motion to grant waiver passed unanimously.

EXECUTIVE SESSION
At 1:45 p.m. Ms. Anderson convened the Executive Session. The Executive Session
concluded at 2:55 p.m.
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a) The Board may go into executive session (close its meeting to the public) on
any agenda item if appropriate and authorized by the Open Meetings Act,
Texas Government Code, Chapter 551.

b) The Board may go into executive session Pursuant to Texas Government

- Code §551.074 for the purposes of discussing personnel matters including to
deliberate the appointment, employment, evaluation, reassignment, duties,
discipline or dismissal of a public officer or employee.

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

1. With Respect to pending litigation styled Hyperion, et al v. TDHCA, Filed in
State Court

2. With Respect to pending litigation styled TP SENIORS /I, LTD. V. TDHCA, Filed
in State Court

3. With Respect to pending litigation styled Gary Traylor, et al v. TDHCA, Filed in

Travis County District Court

With Respect to pending litigation styled Dever v. TDHCA Filed in Federal Court

With Respect to pending litigation styled Ballard v. TDHCA and the State of

Texas, Filed in Federal Court

6. With Respect to Any Other Pending Litigation Filed Since the Last Board
Meeting '

o

OPEN SESSION
Ms. Anderson reconvened Open Session at 2:55 p.m. and announced that no action had
been taken during the Executive Session and certified that the posted agenda was followed.
Ms. Anderson also announced that the board had a discussion about the salary for the
acting Executive Director, and would entertain further discussion or a motion on that topic.

Motion made by Mr. Conine 1o elevate the Acting Executive Director, Mr. Bill Dally's salary
to the maximum allowable under the category of the current Executive Director, and fo
make this change effective February 21, 2006. Seconded by Mr. Gonzales. Motion passed
unanimously.

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

Bond Program:

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

05619 The Qakmoor, Houston, Texas

in an Amount Not to Exceed $14,635,000. and Issuance of a

Determination Notice (Recommended Credit Amount of $765,655)

Staff recommends the approval of Resolution 06003 for the issuance of the bonds,
and the allocation of the tax credits.

Motion made by Mayor Salinas to approve staff recommendation, seconded by Mr.
Gonzales. Motion passed unanimously. :

05629 Village Park Apartments, Houston, Texas
in an Amount Not to Exceed $13,660,000. and Issuance of a
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b)

Determination Notice (Recommended Credit Amount of $574,490)
Staff recommends the approval of Resolution 06004 for the issuance of the bonds,
and the ailocation of the tax credits.

Motion made by Mr. Gonzales to approve, seconded by Mr. Conine. Motion
passed unanimously.

Inducement Resolution #06005 Declaring Intent to Issue Multifamily Housing
Mortgage Revenue Bonds for Developments Throughout the State of Texas and
Authorizing the Filing of Related Applications for the Allocation of Private
Activity Bonds with the Texas Bond Review Board for Program Year 2006:

2006-010, Meadowlands Apartments, Houston, TeXas
Motion made by Mayor Salinas to approve, seconded by Mr. Gonzales. Maotion
passed unanimously.

Presentation, Discussion and Possible Approval of Senior Managing and Co-
Managing Underwriting Firms for the Multifamily Mortgage Revenue Bond
Transactions

Motion made by Mr. Gonzales to approve, seconded by Mr. Conine. Motion passed
unanimously.

AGENDA ITEM 4
Report from Programs Committee:

a)

b)

d)

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

Mr. Conine reported that it was the Programs Commitiees' recommendation to the
Board that this is tabled until the next meeting to gain and provide further input.

Motion made by Mr. Conine to approve recommendation, seconded by Mayor Salinas.
Motion passed unanimously.

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

Motion made by Mr. Conine to approve recommendation by staff, seconded by Mayor
Salinas. Motion passed unanimously.

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

Motion made by Mr. Conine to approve Program Committee recommendation that for
this particular application with the extenuating circumstances that the waiver of the 65
days staying in phase two requirement be waived, seconded by Mayor Salinas.
Motion passed unanimously.

Discussion, Review and Approval of:

i) Repeal of Existing Home Rules - Title 10 Texas Administrative Code, Part 1,
Chapter 53
Motion made by Mr. Conine to repeal the existing HOME rules, seconded by Mr.
Gonzales. Passed unanimously.
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ii) Publication in The Texas Register of Final 2006 HOME Rules -Title 10, Texas
Administrative Code Part 1, Chapter 53
Motion made by Mr. Conine to approve rules with the following amendments: to
establish a report back from each of the cities that received HOME awards every
twelve months; secondly, under the deferred loan provision, to amend the policy to
go acquire a before and after appraisal on the subjects home, deducting 10 percent
of the new appraised amount as closing costs, selling costs, and coming up with a
net equity position that would then be deducted off of the HOME award and placed
on the property as a deferred forgivable lcan or a deferred loan, whichever the
case may be under the income requirements; and, under 50 percent AMFI, there is
a five years deferred forgivable loan, and over 50 percent median income would be
just a 30 year non-interest bearing note, due upon sale or refinance with the over
50 percent would have the same condition about only to the extent that the sale
amount exceeded the original appraisal amount and the 10 percent for the costs of
sales; seconded by Mr. Gonzales. Motion made by Ms. Anderson to amend this
further by raising the cap to $500,000 for multi-county entities for home buyer
assistance only, seconded by Mr. Conine. Motions passed unanimously.

AGENDA ITEM S
First Quarter Investment Report
William Dally provided report to the board. No action taken.

AGENDA |ITEM 6
Discussion of Possible TDHCA Activities regarding the Announcement of
$74,523,000 in Community Development Block Grant (CDBG) Funds Provided under
HR 2863 through HUD for Disaster Assistance to Texas for Areas Impacted by
Hurricanes
Ms. Carrington and Mr. Dally provided report to the board. No action taken.

AGENDA ITEM 7
Request from the Texas State Affordable Housing Corporation (the “Corporation™)
for forgiveness of a $500,000 loan to the Corporation so the Corporation may use
the money to provide a gap-financing loan for the rehabilitation, reconstruction or
replacement new construction of muitifamily complexes in any county designated
by the Governor to be a hurricane-affected county of the state (excluding Harris
County) or to provide down payment assistance for the Professional Educators
Home Loan Program and/or the Fire Fighter and Law Enforcement or Security
Officer Home Loan Program.
David Long, Texas State Affordable Housing Corporation, provided testimony.

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

EXECUTIVE SESSION
At 3:50 p.m. Ms. Anderson convened an Executive Session. The Executive Session
concluded at 3:55 p.m.
a) The Board may go into executive session {close its meeting to the public) on
any agenda item if appropriate and authorized by the Open Meetings Act,
Texas Government Code, Chapter 551.
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OPEN SESSION
Ms. Anderson reconvened Open Session at 3:55 p.m.

AGENDA ITEM 7, CONTINUED

Motion made by Mr. Conine to recall Agenda ltem 7, seconded by Mayor Salinas. Motion
to recall Agenda ltem 7 passed unanimously. Motion made by Mr. Conine to not forgive
the loan, asking for repayment and to deny the staff recommendation, seconded by Mr.
Gonzales. Motion passed unanimously.

REPORT ITEMS
Executive Director's Report

1.

2,

TDHCA Outreach Activities, January, 2006

Posiponed until next meeting.

Results of TDHCA Survey of Organizational Excellence

Postponed until next meeting.

Agency Marketing/Communications Plan

Postponed until next meeting.

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

Postponed until next meeting.

. Briefing on Use of Board Consent Agenda

Postponed until next meeting.

Ms. Anderson called on Cindy Leon, Regional Administrator of HUD and Luz Day, HUD
Director of the San Antonio office, who were in attendance to honor Ms. Carrington.

ADJOURN
Since there was no other business to come before the Board, the meeting was adjourned at
4:04 p.m.

Mr. Kevin Hamby
Board Secretary

NOTE:
For a full transcript of this meeting, please see the TDHCA website at:
www.TDHCA. state.tx.us
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Real Estate Analysis Division

BOARD ACTION ITEM
March 20, 2006

Action ltem

Multifamily Housing Needs Assessment for the Houston-Baytown-Sugar Land Metropolitan
Statistical Area (MSA).

Required Action

Presentation and discussion of background, findings and intended use of the Multifamily
Housing Needs Assessment for the Houston-Baytown-Sugar Land MSA.

Background

In October 2005, the Real Estate Analysis Division solicited proposals to complete a housing
needs assessment or market study of the Houston MSA to evaluate the need for additional
affordable rental housing and issue a user friendly report for the Department. Vogt, Williams &
Bowen was selected as the contractor following the competitive Request for Proposals (RFP)
scoring and selection process. The field work for the study was conducted in December of 2005
through January 2006 and the analysis was completed in February.

The purpose of the market study is to evaluate the need for affordable rental housing in the
Houston MSA for the years 2006 through 2009. The scope of work for the market study includes
demographic information, supply and demand analysis, and conclusions for each of the defined
submarkets. The market study also includes information on the impact of Hurricanes Katrina and
Rita on the Houston MSA.

The Houston MSA is comprised of ten counties including Austin, Waller, Montgomery, San
Jacinto, Liberty, Chambers, Harris, Fort Bend, Brazoria, and Galveston counties. The market
study identifies 32 submarkets and provides individual supply and demand analyses for each
submarket. The supply analysis includes number of units, occupancy, absorption, tenure, number
of bedrooms, typical square footages, unit and development amenities and overall condition and
quality of residential supply. Information on population served (market rate, low income, and
project-based assistance) and targeted population (family, independent senior and special needs
populations) is included. The market study also provides detailed analysis of total demand by
income group, number of bedrooms, and targeted population. The analysis of the impact of
Hurricanes Katrina and Rita includes an estimate of the number of hurricane evacuees in each
submarket.

The Houston MSA market study will serve as a resource and a reference document for
developments proposed in the Houston MSA. The study will be posted on the Department’s web
site and an announcement will be sent to the Department’s list serve and particularly to all
market analysts who conduct studies for properties seeking funding awards from the Department.




For at least the next 12 months all of the Department’s underwriting reports for developments in
the Houston area will include a section considering the submarket conclusions and findings of
this market study. Any inconsistencies between this study and a future development’s market
study will be addressed with the future market analyst and applicant. The Department’s 2006
QAP (10TAC50.8 (h)(14)(F)) and Market Analysis Rules and Guidelines (10TAC1.33 (f))
include language clearly allowing the Department to substitute its own analysis and conclusions
for those submitted by a market analyst for a specific development. As such, significant
irreconcilable inconsistencies between this Houston MSA market study and a market analysis
submitted with a proposed development will be reflected in the underwriting report and may
affect the conclusions and recommendations for that application.

Attached is a copy of the executive summary of the market study and a map identifying the 32
submarkets. The entire study is being sent to each Board member on a CD with the Board book
and is accessible on our web site (http://www.tdhca.state.tx.us/rea/msa_market study.htm). Rob
Vogt, Partner with Vogt, Williams & Bowen and his staff are prepared to make a presentation on
the methodology, demand conclusions, and analysis of hurricane impact from the Houston MSA
market study and answer any questions about the study.
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Vogt Williams & Bowen, LLC is a disinterested third party without any current or
future financial interest in any projects under consideration in the study area. We
have received a fee in preparation of the market study. However, no contingency
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I. INTRODUCTION

A. PURPOSE

The purpose of this report is to evaluate the need for additional affordable
rental housing in the Houston-Baytown-Sugar Land MSA in Texas. This
assessment is based upon the identification and analysis of submarkets
within Harris County, Brazoria County, Fort Bend County, Galveston
County, Montgomery County, Liberty County, Chambers County, Austin
County, Waller County, and San Jacinto County that surround and include
the city of Houston, Texas, as well as a survey of existing Low-Income
Housing Tax Credit (LIHTC) properties. This analysis covers all 10
counties in the defined Houston-Baytown-Sugar Land MSA, Texas.

Ms. Edwina Carrington of the Texas Department of Housing and
Community Affairs (TDHCA) initiated this study.

B. METHODOLOGIES

Methodologies used by Vogt Williams & Bowen, LLC include the
following:

e Establishment of market areas within the metro Houston area. These
market areas are areas impacted by physical boundaries such as the
area interstate system and by changes in socioeconomic
characteristics. The market areas are not defined by radius. The use
of a radius is an ineffective approach since it does not consider
mobility patterns, changes in socioeconomic or demographic
character of neighborhoods or physical landmarks that might impede
development.

The market areas are established using a variety of factors including, but not
limited to:

e A detailed demographic and socioeconomic evaluation.

e Interviews with area planners, realtors, and other individuals who are
familiar with area growth patterns.

e A drive-time analysis.

e An evaluation of existing housing supply characteristics and trends.

e Locations of existing Tax Credit properties

The counties and submarkets are identified on the following map.
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MAP MAP

1.D. SUBMARKET 1.D. SUBMARKET
1 | SANJACINTO COUNTY 17 | TOMBALL/FAR NORTHWEST
2 | LAKE JACKSON/FREEPORT 18 | HIGHWAY 288 SOUTH
3 | INNER LOOP WEST 19 | GULFGATE/ALMEDA MALL
4 | HEIGHTS 20 | GALENA PARK/JACINTO CITY
5 | INNER LOOP EAST 21 | PASADENA/DEER PARK
6 | FORT BEND 22 | FRIENDSWOOD/CLEAR LAKE
7 | TEXAS CITY/GALVESTON 23 | BAYTOWN
8 | MONTGOMERTY 24 | SUGAR LAND/STAFFORD
9 | NORTHSHORE/WOOD FOREST 25 | GALLERIA/WOODLAKE
10 | NORTH/NORTHEAST 26 | WEST MEMORIAL/BRIAR FOREST
11 | IAH AIRPORT/LAKE HOUSTON 27 | SOUTHWEST
12 | FAR EAST 28 | ALMEDA/SOUTH MAIN
13 | BROOKHOLLOW/SPRING BRANCH 29 | AUSTIN COUNTY
14 | INWOOD/NORTHWEST 30 | CHAMBERS COUNTY
15 | WEST 31 | LIBERTY COUNTY
16 | BEAR CREEK/COPPERFIELD 32 | KATY/FAR WEST

e A survey of area Tax Credit properties. All Tax Credit properties
have been identified by lists provided by the Texas Department of
Housing and Community Affairs (TDHCA). Both 9% and 4%
allocation projects have been included. We surveyed at least 40% of
listed TDHCA properties in person in order to evaluate overall
condition and quality.

e A survey of up to 12 market-rate properties in each submarket. In
many case, more than 12 properties were surveyed. For each
submarket we have included the overall vacancy rate, the number of
units built per year, as well as the average rent and unit square
footage for each unit type in the submarket. We also collected
information on the impact of hurricane evacuees on vacancy, rents
and concessions.

e Evaluation of economic and demographic characteristics of the area.
An economic evaluation includes an assessment of area employment
composition, income growth (particularly among the target market),
building statistics, and area growth perceptions. The demographic
evaluation uses the most recently issued Census information, as well
as projections that determine the characteristics of the market. We
have also projected the number of income-qualified households at
0% to 30% of the area median household income (AMHI), 31% to
40% AMHI, 41% to 50% AMHI, 51% to 60% AMHI, 61% to 80%
AMHI, and 81% to 100% AMHI for the years 2005 through 2009.
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e A demand analysis by bedroom type and income range was
completed to determine the need for additional Tax Credit
development in each submarket. This analysis has been segregated
into overall demand and demand from households age 55+. In
addition, we have estimated potential demand from special needs
households at each of the above income ranges.

e A detailed explanation of the demand analysis methodology is
included at the beginning of each submarket demand section.

e Area building statistics and interviews with area officials familiar
with area development provides identification of those properties
that might be planned or proposed for the area that will have an
impact on the rental housing market. Planned and proposed projects
are always in different stages of development. As a result, it is
important to establish the likelihood of construction, timing of the
project, and its impact on the market.

C. SOURCES

Vogt Williams & Bowen, LLC uses various sources to gather and confirm
data used in each analysis. These sources include the following:

e The 1990 and 2000 Census on Housing

e Claritas

e Applied Geographic Solutions

e Ribbon Demographics HISTA Data

e U.S. Department of Labor

e Management for each property included in the survey

e Local planning and building officials

e Local Housing Authority representatives

e U.S. Department of Housing and Urban Development (HUD)

D. REPORT LIMITATIONS

Vogt Williams & Bowen, LLC relies on a variety of sources of data to
generate this report. These data sources are not always verifiable; however,
Vogt Williams & Bowen, LLC makes a significant effort to assure accuracy.
While this is not always possible, we believe our effort provides an
acceptable standard margin of error. Vogt Williams & Bowen, LLC is not
responsible for errors of or omissions in the data provided by other sources.

Any reproduction or duplication of this report without the express approval
by the Texas Department of Housing and Community Affairs or Vogt
Williams & Bowen, LLC is strictly prohibited.

VOGT

[ILLIAMS
BOWENIic




II. EXECUTIVE SUMMARY

We have completed an overview of the Houston-Baytown-Sugar Land
Metropolitan Statistical Area (MSA) in Texas to evaluate supply and demand
characteristics for additional affordable rental housing developments. The
methodology used in this analysis is to subdivide the Houston MSA (10 existing
counties) into 32 smaller submarkets ranging in population from 22,246 people
in the San Jacinto County Submarket (#23) to 466,233 people in the Southwest
Submarket (#19). These submarkets were established based on similarity of
economic and demographic characteristics, natural and manmade boundaries,
and concentration of apartment developments.

The intent of this overview is to provide a guideline for current and future Tax
Credit development. This overview should not be used to evaluate the
marketability of a specific site since the unique characteristics of a proposed
property and its site needs to be considered for any real estate development.

Vogt Williams & Bowen, LLC conducted a survey of up to 12 new and existing
market-rate rental developments in each submarket to establish and confirm
vacancy and rent levels established through primary and secondary sources.
This was critical, since information about the current housing environment
resulting from Hurricane Katrina was not previously established. In addition,
we identified all Texas Department of Housing and Community Affairs
(TDHCA) developments located in each submarket, surveyed 40% or more in
person and the remainder by telephone. Note not all properties were willing to
participate in the survey, and these properties are noted in the appropriate
submarket analyses. The Vogt Williams & Bowen, LLC survey included a total
of 544 rental housing developments (115,038 units), including 317 market-rate
developments (77,022 units) and 227 developments (38,016 units) with some
type of income restriction or subsidy.

The following table provides an overview of the current vacancy rates of the
units surveyed in each submarket. We have presented the vacancy rate for Tax
Credit properties, Tax Credit/market-rate properties, Tax Credit/government-
subsidized properties, market-rate properties, and an overall vacancy rate for
each submarket. Note there is no overlap between each category.
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PROPERTY VACANCY RATES BY SUBMARKET
MARKET-
TAX RATE/TAX | TAX CREDIT/| MARKET- OVERALL
SUBMARKET CREDIT | CREDIT SUBSIDIZED RATE | VACANCY

SAN JACINTO COUNTY #1 0.0% - - 0.0%
CHAMBERS COUNTY #30 0.0% - - 0.0% 0.0%
GALENA PARK/JACINTO CITY #20 - - - 2.3% 2.3%
LIBERTY COUNTY #31 3.6% 2.3% 0.0% 3.3% 2.9%
HIGHWAY 288 SOUTH #18 0.0% 0.6% - 5.0% 3.1%
HEIGHTS #4 - - - 3.6% 3.6%
FAR EAST #12 5.9% 5.7% - 5.3% 3.6%
SUGAR LAND/STAFFORD #24 0.0% 4.8% - 3.7% 3.8%
SOUTHWEST #27 0.8% 20.9% - 5.7% 4.1%
BEAR CREEK/COPPERFIELD #16 0.0% 6.0% - 4.5% 4.2%
WEST MEMORIAL/BRIAR FOREST #26 - - - 4.6% 4.6%
TOMBALL/FAR NORTHWEST #17 1.5% 0.0% 0.5% 5.9% 4.8%
INNER LOOP EAST #5 4.5% 15.0% 0.0% 2.7% 4.9%
ALMEDA/SOUTH MAIN #28 0.0% - 1.8% 6.2% 5.0%
KATY/FAR WEST #32 6.5% 0.0% 0.0% 5.2% 5.0%
NORTH/NORTHEAST #10 4.8% 3.6% 0.0% 7.4% 5.3%
WEST #15 6.9% 1.0% - 3.4% 5.3%
FORT BEND #6 0.8% 0.0% - 6.5% 5.7%
NORTHSHORE/WOOD FOREST #9 7.7% 5.6% - 6.1% 5.9%
IAH AIRPORT/LAKE HOUSTON #11 9.5% 8.5% - 5.4% 6.2%
GALLERIA/WOODLAKE #25 - - - 6.2% 6.2%
BAYTOWN #23 2.2% - 0.0% 7.6% 6.5%
GULFGATE/ALMEDA MALL #19 0.5% 0.9% - 8.2% 6.6%
INWOOD/NORTHWEST #14 10.6% 2.0% - 6.8% 6.7%
TEXAS CITY/GALVESTON #7 2.9% 0.3% - 8.7% 7.3%
FRIENDSWOOD/CLEAR LAKE #22 20.0% 3.3% - 5.0% 7.5%
INNER LOOP WEST #3 0.0% 3.0% 0.0% 8.7% 7.9%
PASADENA/DEER PARK #21 13.4% 4.6% 0.0% 7.4% 8.4%
BROOKHOLLOW/SPRING BRANCH #13 5.7% 3.1% - 14.5% 11.1%
AUSTIN COUNTY #29 46.9% 7.9% 5.9% 10.4% 11.3%
LAKE JACKSON/FREEPORT #2 4.5% 1.2% - 13.9% 12.1%
MONTGOMERY #8 20.9% 5.8% 3.4% 8.8% 12.8%

The submarkets experiencing the highest overall vacancy rates are
Brookhollow/Spring Branch (one of the submarkets with the highest number of
hurricane evacuees), Austin County, Lake Jackson/Freeport and Montgomery
Submarket. Note the above chart includes units that have recently been
constructed and are currently in lease-up. Please see the “Rental Housing
Supply Section” for a full explanation of the impact of properties under
construction. The cells with no percentages represent submarkets that had no
units in the particular rental housing category. For example, in the
Brookhollow/Spring Branch Submarket, no Tax Credit/government-subsidized
units were identified.
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We have also provided a detailed analysis of total demand by income group
(specified as less than 30%, 31% to 40%, 41% to 50%, 51% to 60%, 61% to
80%, and 81% to 100% of the Area Median Household Income (AMHI)),
number of bedrooms, and targeted population (family, independent senior, and
special needs populations). This demand methodology was developed
collaboratively between Vogt Williams & Bowen, LLC and the Texas
Department of Housing and Community Affairs. The following table
summarizes this analysis for the 32 submarkets. We have presented the total net
demand of units for households earning up to 40% of the AMHI and for
households earning between 41% and 60% of the AMHI for years 2006, 2007,
2008 and 2009. The total net demand includes all income-qualified renter
households (including both family and senior). The detailed analysis may be
found in the “Demand Analysis” section of each submarket.

Using data provided by HISTA, a cross tabulation of Census data that provides
income by household size and tenure, we first determined the number of
income-eligible households in each of the income groups stated above. Then,
using data on the estimated share of demand by bedroom type and household
size in the Houston MSA (American Housing Survey), we calculated demand
by bedroom type and household size in each submarket for all income-qualified
renter households and senior (55+) income-qualified renter households.

For each of the years we estimated demand (2006, 2007, 2008 and 2009), we
projected the growth of income eligible renter households using HISTA data.
We also projected increases in the income limits for each year based on the rate
of increase in the HUD-established median income from 2000 to 2005.

After adding growth to the baseline (2005) number of income-qualified renter
households, a number of demand factors were included to determine overall
demand. These factors include calculated vacancy rates for each submarket
(based on the surveys performed), the total number of units needed to achieve a
balanced market (95% occupancy), number of units currently under
construction with the completion expected in 2006, planned and proposed units
in the projection period, and demand from the need to replace or rehabilitate a
share of 2.5% of rental product built prior to 1970. While other demand
methodologies typically consider the increase in income-qualified households,
they do not consider the replacement of functionally obsolete product.

The share of demand by bedroom type and household size determined through
the American Housing Survey data was then applied to overall demand to
determine the demand for studio/one-bedroom, two-bedroom, three-bedroom
and four-bedroom units at each income group (0% to 30%, 31% to 40%, 41% to
50%, 51% to 60%, 61% to 80%, and 81% to 100% AMHI).
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TOTAL NET DEMAND FOR TAX CREDIT UNITS (0-60%)
2006-2009
TOTAL NET
DEMAND 2006 2007 2008 2009
SAN JACINTO COUNTY 0%-40% AMII 30 36 0 13
SUBMARKET #1 41%-60% AMHI I 14 16 18
LAKE JACKSON / FREEPORT 0%-40% AMII 329 205 432 558
SUBMARKET #2 41%-60% AMHI 143 |07 7 (36)
INNER LOOP WEST 0%-40% AMHI 893 1246 | 1598 | 1951
SUBMARKET #3 41%-60% AMHI 332 521 710 899
HEIGHTS 0%-40%% AMII 226 334 7o) o)
SUBMARKET #4 41%-60% AMHI 55 109 163 163
INNER LOOP EAST 0%-40% AMHI T414 | 1880 | 2346 | 2312
SUBMARKET #5 41%-60% AMHI (128) 31 189 348
FORT BEND 0%-40%% AMII 177 215 252 293
SUBMARKET #6 41%-60% AMHI 85 104 123 142
TEXAS CITY / GALVESTON 0%-40% AMII 759 996 1233 | 1470
SUBMARKET #7 41%-60% AMHI 249 346 444 541
MONTGOMERY 0%-40% AMHI 221 433 545 607
SUBMARKET #8 41%-60% AMHI | (1,559) | (1,542) | (1,525 | (1,508)
NORTHSHORE / WOOD FOREST 0%-40% AMII 197 PEp) 267 302
SUBMARKET #9 41%-60% AMHI 319 | (98 | (76) | (255)
NORTH / NORTHEAST 0%-40% AMII 993 251 | 1500 | 1767
SUBMARKET #10 41%-60% AMHI @7 | 318) | (199 79)
TAH AIRPORT / LAKE HOUSTON 0%-40%% AMII 165 185 205 225
SUBMARKET #11 41%-60% AMHI @87 | @713 | (459 | (443)
FAR EAST 0%-40% AMHI 373 462 550 639
SUBMARKET #12 41%-60% AMHI 3) 30 64 97
BROOKHOLLOW / SPRING 0%-40% AMHI 919 T2 | 1324 | 1527
BRANCH SUBMARKET #13 41%-60% AMHI i 138 265 392
INWOOD / NORTHWEST 0%-40% AMIII 156 172 T3 204
SUBMARKET #14 41%-60% AMHI as8s) | _(80) | _(72) | (164)
WEST 0%-40% AMHI 433 514 546 577
SUBMARKET #15 41%-60% AMHI (82) (66) (50) (34)
BEAR CREEK / COPPERFIELD 0%-40%% AMII 123 130 138 125
SUBMARKET #16 41%-60% AMHI 95 101 106 11
TOMBALL / FAR NORTHWEST 0%-40% AMHI 136 To1 186 210
SUBMARKET #17 41%-60% AMHI 57 70 82 95
HIGHWAY 288 SOUTH 0%-40% AMTHI 243 587 726 364
SUBMARKET #18 41%-60% AMHI 298) | (253 | 208) | (i6d)
GULFGATE / ALMEDA MALL 0%-40% AMII 665 835 006 | Li76
SUBMARKET #19 41%-60% AMHI 25 126 226 327
GALENA PARK / JACINTO CITY 0%-40%% AMHI 104 121 179 217
SUBMARKET - #20 41%-60% AMHI 38 57 76 95
PASADENA / DEER PARK 0%-40% AMIII 656 333 000 | 1186
SUBMARKET - #21 41%-60% AMHI (189) (39) 10 110
FRIENDSWOOD / CLEAR LAKE 0%-40% AMHI P 492 571 650
SUBMARKET #22 41%-60% AMHI 2100 | (155 | (100) 45)
BAYTOWN 0%-40%% AMII 227 285 342 400
SUBMARKET #23 41%-60% AMHI 1500 | (122) 94) (66)
SUGAR LAND / STAFFORD 0%-40% AMHI 200 225 251 276
SUBMARKE #24 41%-60% AMHI 136 154 171 188
GALLERIA / WOODLAKE 0%-40%% AMII 458 502 776 %61
SUBMARKET #25 41%-60% AMHI 131) (55) 20 95
WEST MEMORIAL / BRIAR FOREST| ___ 0%-40% AMHI 208 237 267 206
SUBMARKET #26 41%-60% AMHI 40 62 84 105
VOGT
[LLIAMS
-4 BOWEN:I.c




TOTAL NET DEMAND FOR TAX CREDIT UNITS (0-60%)
2006-2009
TOTAL NET
DEMAND 2006 2007 2008 2009
SOUTHWEST 0%-40% AMTIT 2210 | 2540 | 2861 | 3182
SUBMARKET #27 41%-60% AMHI 570 758 945 1.133
ALMEDA / SOUTH MAIN 0%-40% AMHI 216 280 383 407
SUBMARKET #28 41%-60% AMHI 51 80 110 139
AUSTIN COUNTY 0%-40% AMTHI 29 o4 73 78
SUBMARKET #29 41%-60% AMHI 26) 20) (13) 13)
CHAMBERS COUNTY 0%-40% AMII 26 56 %6 76
SUBMARKET #30 41%-60% AMHI 24 29 35 40
LIBERTY COUNTY 0%-40% AMTI 124 175 206 237
SUBMARKET #31 41%-60% AMHI 33 45 57 69
KATY / FAR WEST 0%-40%% AMIII 124 137 751 Tod
SUBMARKET #32 41%-60% AMHI a4 | (40) | (32 | (124)
TOTAL NET DEMAND FOR SENIOR TAX CREDIT UNITS (0-60%)
2006-2009
TOTAL NET
DEMAND 2006 2007 2008 2009
SAN JACINTO COUNTY 0%-40% AMII 10 3 6 13
SUBMARKET #1 41%-60% AMHI 6 8 1 13
LAKE JACKSON / FREEPORT 0%-40% AMHI o4 126 158 190
SUBMARKET #2 41%-60% AMHI (75) 51) 28) @)
INNER LOOP WEST 0%-40%% AMII 231 365 500 635
SUBMARKET #3 41%-60% AMHI 258 459 660 861
HEIGHTS 0%-40% AMII 85 129 173 216
SUBMARKET #4 41%-60% AMHI 41 78 115 152
INNER LOOP EAST 0%-40% AMTHI 205 587 760 951
SUBMARKET #5 41%-60% AMHI 55 153 251 349
FORT BEND 0%-40% AMII 53 76 93 ix
SUBMARKET #6 41%-60% AMHI 20 3 3 54
TEXAS CITY / GALVESTON 0%-40% AMHI 130 290 301 291
SUBMARKET #7 41%-60% AMHI 60 134 208 282
MONTGOMERY 0%-40%% AMII 123 152 781 210
SUBMARKET #8 41%-60% AMHI 684 | 663 | (653 | (637)
NORTHSHORE / WOOD FOREST 0%-40% AMII 24 37 50 62
SUBMARKET # 9 41%-60% AMHI 133 | (22 | (10 93)
NORTH / NORTHEAST 0%-40%% AMII 251 356 760 565
SUBMARKET #10 41%-60% AMHI G302 | (234 | (166) 98)
TAH AIRPORT / LAKE HOUSTON 0%-40% AMII 30 20 30 50
SUBMARKET #11 41%-60% AMHI 2660 | (255 | (44 | (234)
FAR EAST 0%-40% AMTT 87 120 153 185
SUBMARKET #12 41%-60% AMHI 17 39 61 83
BROOKHOLLOW / SPRING 0%-40% AMIII 182 262 D) 323
BRANCH SUBMARKET #13 41%-60% AMHI (150) 65) 20 105
INWOOD / NORTHWEST 0%-40% AMHI 19 24 29 33
SUBMARKET #14 41%-60% AMHI 203 | _(196) | (189) | (182)
WEST 0%-40%% AMII %6 T01 115 129
SUBMARKET #15 41%-60% AMHI 3 17 32 46
BEAR CREEK / COPPERFIELD 0%-40% AMII 23 % 30 33
SUBMARKET #16 41%-60% AMHI 17 21 24 23
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TOTAL NET DEMAND FOR SENIOR TAX CREDIT UNITS (0-60%)
2006-2009
TOTAL NET

DEMAND 2006 2007 2008 2009
TOMBALL / FAR NORTHWEST 0%-40% AMII 39 51 2 73
SUBMARKET #17 41%-60% AMHI 13 20 27 34
HIGHWAY 288 SOUTH 0%-40% AMHI 110 158 207 255

SUBMARKET #18 41%-60% AMHI 282 | (53 | (24 | (19)
GULFGATE / ALMEDA MALL 0%-40%% AMII 135 199 264 328
SUBMARKET #19 41%-60% AMHI 99 172 246 320
GALENA PARK / JACINTO CITY 0%-40% AMII 23 45 02 79
SUBMARKET - #20 41%-60% AMHI 15 23 0 55
PASADENA / DEER PARK 0%-40% AMTI T66 237 300 380
SUBMARKET - #21 41%-60% AMHI 166) |_(101) (36) 29
FRIENDSWOOD / CLEAR LAKE 0%-40% AMIII 97 134 170 207
SUBMARKET #22 41%-60% AMHI ©7) 22) 23 63
BAYTOWN 0%-40% AMHI o1 %6 T 135
SUBMARKET #23 41%-60% AMHI 2% 41 53 75
SUGAR LAND / STAFFORD 0%-40%% AMII 36 45 54 o3
SUBMARKET #24 41%-60% AMHI 24 36 43 59
GALLERIA / WOODLAKE 0%-40% AMII 125 183 241 299
SUBMARKET #25 41%-60% AMHI 69 144 220 295
WEST MEMORIAL / BRIAR FOREST| ___ 0%-40% AMHI 26 50 74 %0
SUBMARKET #26 41%-60% AMHI 2 41 61 80
SOUTHWEST 0%-40% AMII 388 503 619 734
SUBMARKET #27 41%-60% AMHI 29) | _(167) (39) 89
ALMEDA / SOUTH MAIN 0%-40% AMTT 29 63 87 106
SUBMARKET #28 41%-60% AMHI 33 58 82 107
AUSTIN COUNTY 0%-40% AMIII 10 % 33 39
SUBMARKET #29 41%-60% AMHI ) 4 9 15
CHAMBERS COUNTY 0%-40% AMHI 7 23 23 3
SUBMARKET #30 41%-60% AMHI 8 2 16 20
LIBERTY COUNTY 0%-40%% AMI g 58 7 %
SUBMARKET #31 41%-60% AMHI 13 23 3 41
KATY / FAR WEST 0%-40% AMHI 32 38 45 51

SUBMARKET #32 41%-60% AMHI a60) | (54 | (149 | (144
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Based on the demand analysis, the following lists the total net demand for Tax
Credit units (0% to 60% AMHI) for each submarket for the years 2006 through
2009. Most of this support, however, is for deep subsidy units (less than 40%
AMHI). Since the chart below represents cumulative numbers from 2006
through 2009, the totals represent units needed over the projected four-year
period. This has been sorted by the submarket with the least amount of demand
to the submarket with the largest amount of demand, based on our demand
analysis methodology.

TOTAL NET DEMAND BY SUBMARKET
SUBMARKET TOTAL NET DEMAND
MONTGOMERY #8 (901)
IAH AIRPORT/LAKE HOUSTON #11 (220)
INWOOD/NORTHWEST #14 40
KATY/FAR WEST #32 40
NORTHSHORE/WOOD FOREST #9 47
AUSTIN COUNTY #29 65
SAN JACINTO COUNTY #1 66
CHAMBERS COUNTY #30 116
BEAR CREEK/COPPERFIELD #16 256
TOMBALL/FAR NORTHWEST #17 305
LIBERTY COUNTY #31 306
GALENA PARK/JACINTO CITY #20 312
BAYTOWN #23 336
WEST MEMORIAL/BRIAR FOREST #26 401
FORT BEND #6 435
SUGAR LAND/STAFFORD #24 464
LAKE JACKSON/FREEPORT #2 522
WEST #15 543
ALMEDA/SOUTH MAIN #28 546
FRIENDSWOOD/CLEAR LAKE #22 605
HEIGHTS #4 605
HIGHWAY 288 SOUTH #18 700
FAR EAST #12 736
GALLERIA/WOODLAKE #25 956
PASADENA/DEER PARK #21 1,296
GULFGATE/ALMEDA MALL #19 1,503
NORTH/NORTHEAST #10 1,688
BROOKHOLLOW/SPRING BRANCH #13 1,919
TEXAS CITY/GALVESTON #7 2,011
INNER LOOP WEST #3 2,850
INNER LOOP EAST #5 3,160
SOUTHWEST #27 4,315

It appears the Southwest Submarket has the greatest need of Tax Credit units
while Montgomery, IAH Airport/Lake Houston, and Northshore/Wood Forest
Submarkets have a surplus of Tax Credit units.
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HURRICANE IMPACT

Hurricane Katrina was a Category 3 storm on the morning of August 29, 2005
when it hit the Central Gulf Coast near Buras-Triumph, Louisiana. Katrina is
estimated to be responsible for $75 billion in damages, making it the costliest
hurricane in United States history; the storm killed 1,417 people, becoming the
deadliest U.S. hurricane since the 1928 Okeechobee Hurricane.

Hurricane Rita hit Texas and Louisiana in September 2005, killed six people
and caused 113 indirect deaths; damage estimates are around $9 billion (2005
U.S. dollars).

Beginning March 1, 2006, FEMA will no longer reimburse Houston and other
cities that have signed six- and 12-month leases with apartments to house
hurricane evacuees. This will significantly impact the Houston area due to the
large number of evacuees that have relocated to the area. The Houston Police
Department estimates that 200,000 hurricane evacuees, the highest number
relocated in the U.S., are living in the Houston area today. Prior to the storms,
the city had a population estimated at more than two million by the U.S. Census
Bureau. Not only was the population of the MSA impacted, a large number of
jobs were also added to the economy as school districts hired an additional
1,700 employees compared with the prior September numbers. Government as
a whole added 18,500 jobs.

According to Mayor Bill White on December 14, 2005, the apartment
occupancy rate in the Houston area was 97.4%. At that time, approximately
3,500 units at apartments that are participating in the city’s Voucher program
remained available, with only half of the units larger than one-bedroom units.

According to Apartment Data Services, Houston's apartment occupancy rate has
grown to 90.2% from 85.6% at the end of 2005. The rate is 92.2% for Class A
apartments, those with the highest rents, according to Bruce McClenny, a
principal at the company. Mr. McClenny stated that 14,993 units were rented in
September in Houston alone, and the city's occupancy level increased by 3.1
percentage points to 89.4% average occupancy. "Houston had the best
absorption in September compared to any month ever." He added that Class B
and Class C properties in the market experienced the most market turnaround in
occupancies.

According to a survey by The Washington Post, the Henry J. Kaiser Family
Foundation and the Harvard School of Public Health, fewer than half of all New
Orleans evacuees living in emergency shelters in Houston said they would move
back home, while two-thirds of those who want to relocate planned to settle
permanently in the Houston area. Only 43% of these evacuees planned to return
to New Orleans. Just as many evacuees (44%) said they would settle
somewhere else, while the remainder was unsure. Many of those who were
planning to return said they would be looking to buy or rent somewhere other
than where they lived. Overall, only one in four said they plan to move back

VOGT
[LLIAMS
11-8 BOWEN:ic




into their old homes. According to the poll, most of those who did not plan to
go back to New Orleans are already living in their new hometown. Two in
three of the 44% who will not return said they plan to permanently relocate in
the Houston area. The city is now home to about 125,000 New Orleans
evacuees. The Post-Kaiser-Harvard poll suggests these evacuees will start their
lives with virtually nothing. Seven in 10 currently do not have a savings or
checking account. Just as many have no usable credit cards.

According to a survey conducted by O’Connor & Associates of Houston, the
area school districts indicated additional enrollment of almost 16,000 students
as a result of the hurricane. The following school districts were included in this
survey:

NUMBER OF
SCHOOL DISTRICT STUDENTS ADDED

HOUSTON ISD 3,400

FORT BEND ISD 1,662

CY-FAIR ISD 1,500

ALIEF ISD 1,400

KATY ISD 1,200
SPRING ISD 943
CLEAR CREEK ISD 865
ALDINE ISD 853
PASADENA ISD 800
KLEIN ISD 680
HUMBLE ISD 566
SPRING BRANCH ISD 526
PEARLAND ISD 428
GALENA PARK ISD 347
LAMAR ISD 260
LA PORTE ISD 200
DEER PARK ISD 134

TOTAL 15,764

According to the O’Connor & Associates “Houston Apartment Performance
Update”, more than 20,000 units were absorbed over the third quarter 2005 in
the Houston area.

YEAR
ENDING | CLASSA | CLASSB | CLASS C | CLASSD | OVERALL
3Q/03 2,395 (559) (3,508) (163) (1,835)
3Q/04 9,395 834 (3,533) (578) 6,118
3Q/05 15,225 9,173 1,165 (268) 25,284

Vogt Williams & Bowen, LLC surveyed multifamily developments in 32
submarkets in the Houston MSA to try to determine how certain areas were
impacted by the hurricanes. The following chart summarizes the number of
hurricane households housed at the surveyed properties and what percentage
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they represent of the total number of units surveyed in each submarket. The
following information includes evacuees at Tax Credit, market-rate, and
government-subsidized units. For a more specific breakdown of the number of
evacuees living in Tax Credit properties, see the “Supply” section for the

corresponding submarket.

% OF RENTAL
ESTIMATED # | UNITS SURVEYED | POTENTIAL
OF HURRICANE | OCCUPIED BY NUMBER OF
EVACUEES IN HURRICANE HOUSEHOLDS
SURVEYED EVACUEES DISPLACED BY
SUBMARKET UNITS (HOUSEHOLDS) HURRICANES

SAN JACINTO COUNTY #1 0 0.0% 0
HEIGHTS #4 0 0.0% 0
CHAMBERS COUNTY #30 0 0.0% 0
TEXAS CITY/GALVESTON #7 10 0.3% 80
INNER LOOP EAST #5 5 0.4% 128
LAKE JACKSON/FREEPORT #2 35 0.9% 122
GALENA PARK/JACINTO CITY #20 6 1.5% 49
WEST MEMORIAL/BRIAR FOREST #26 69 1.5% 342
KATY/FAR WEST #32 61 1.6% 167
INNER LOOP WEST #3 85 1.9% 991
TOMBALL/FAR NORTHWEST #17 33 1.9% 153
AUSTIN COUNTY #29 12 2.4% 53
FORT BEND #6 85 3.1% 223
ALMEDA/SOUTH MAIN #28 140 3.1% 289
LIBERTY COUNTY #31 25 3.3% 173
SUGAR LAND/STAFFORD #24 136 3.5% 567
WEST #15 270 3.8% 1,776
PASADENA/DEER PARK #21 286 4.4% 1,208
BAYTOWN #23 130 4.5% 442
GALLERIA/WOODLAKE #25 218 4.7% 1,553
NORTHSHORE/WOOD FOREST #9 158 4.8% 511
FRIENDSWOOD/CLEAR LAKE #22 159 4.8% 1,702
FAR EAST #12 131 5.2% 632
BEAR CREEK/COPPERFIELD #16 170 5.2% 678
HWY 288 SOUTH #18 249 5.3% 744
IAH AIRPORT/LAKE HOUSTON #11 325 5.4% 856
MONTGOMERY #8 258 5.7% 1,430
GULFGATE/ALMEDA MALL #19 299 5.7% 1,572
NORTH/NORTHEAST #10 626 8.2% 3,190
SOUTHWEST #27 702 8.4% 9,360
INWOOD/NORTHWEST #14 263 8.5% 737
BROOKHOLLOW/SPRING BRANCH #13 953 15.3% 6,503

TOTAL 5,899 - 36,231

Based on our survey, the submarkets containing the highest percentage of
hurricane evacuees are North/Northeast, Southwest, Inwood/Northwest, and
Brookhollow/Spring Branch. With the exception of the Southwest Submarket,
the areas of the Houston MSA experiencing the greatest impact are located just
outside of Loop 610 in the north/northwest portion of the city of Houston.
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HOUSTON MSA DEMOGRAPHIC CHARACTERISTICS AND TRENDS

POPULATION TRENDS

The 10-county Houston-Baytown-Sugar Land MSA is the seventh largest
metropolitan region in the United States. The Houston MSA population base
has increased by 948,072 between 1990 and 2000. This represents a 25.2%
increase from the 1990 total population, or an annual rate of 2.3%. The
submarket population base for 1990, 2000, 2005 (estimated), and 2010
(projected) are summarized as follows:

YEAR
1990 2000 2005 2010
(CENSUS) | (CENSUS) | (ESTIMATED)|(PROJECTED)
POPULATION 3,767,335 4,715,407 5,239,517 5,790,478
POPULATION CHANGE - 948,072 524,110 550,961
PERCENT CHANGE - 25.2% 11.1% 10.5%

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC

It is projected that the total population will increase by 550,961 people, or
10.5%, between 2005 and 2010. These numbers do not reflect any additional
population growth expected from hurricane evacuees permanently relocating to
the Houston area.

HOUSEHOLD TRENDS

Within the Houston MSA, the total number of households has increased by
304,299 (22.5%) between 1990 and 2000. Household trends within the Houston
MSA are summarized as follows:

YEAR
1990 2000 2005 2010
(CENSUS) | (CENSUS) | (ESTIMATED)|(PROJECTED)
HOUSEHOLDS 1,352,500 1,656,799 1,832,272 2,019,311
HOUSEHOLD CHANGE - 304,299 175,473 187,039
PERCENT CHANGE - 22.5% 10.6% 10.2%
HOUSEHOLD SIZE 2.8 2.8 2.9 2.9

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC

Total household growth has been positive between 1990 and 2000, and is
projected to continue to increase when there will be a total of 2,019,311
households in 2010. This is an increase of approximately 37,408 households
annually.
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The Houston MSA household bases by age are summarized as follows:

HOUSEHOLDS | 2005 (ESTIMATED) 2010 (PROJECTED) CHANGE 2005-2010
BY AGE NUMBER | PERCENT | NUMBER | PERCENT | NUMBER | PERCENT
UNDER 25 101,567 5.5% 107,989 5.3% 6,422 6.3%
25-34 351,851 19.2% 343,747 17.0% -8,104 2.3%
35-44 429,677 23.5% 433,436 21.5% 3,759 0.9%
45 - 54 418,899 22.9% 460,623 22.8% 41,724 10.0%
55 - 64 272,384 14.9% 355,326 17.6% 82,942 30.5%
65-74 148,793 8.1% 190,221 9.4% 41,428 27.8%
75 - 84 86,207 4.7% 98,834 4.9% 12,627 14.6%
85 & HIGHER 22,894 1.2% 29,135 1.4% 6,241 27.3%
TOTAL | 1,832,272 100.0% 2,019.311 100.0% 187,039 10.2%

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC

Households by tenure are distributed as follows:

2000 (CENSUS) 2005 (ESTIMATED)

TENURE HOUSEHOLDS | PERCENT | HOUSEHOLDS | PERCENT
OWNER-OCCUPIED 1,008,692 60.9% 1,137,599 62.1%
RENTER-OCCUPIED 648,107 39.1% 694,673 37.9%
TOTAL 1,656,799 100.0% 1,832,272 100.0%

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC

The household size within the submarket, based on the 2000 Census, is
distributed as follows:

PERSONS PER 2000 (CENSUS) 2005 (ESTIMATED) CHANGE 2000-2005

HOUSEHOLD HOUSEHOLDS | PERCENT | HOUSEHOLDS PERCENT HOUSEHOLDS | PERCENT
1 PERSON 388,021 23.4% 423,895 23.1% 35,874 9.2%
2 PERSONS 478,316 28.9% 524,959 28.7% 46,643 9.8%
3 PERSONS 289,034 17.4% 324,050 17.7% 35,016 12.1%
4 PERSONS 263,980 15.9% 292 464 16.0% 28,484 10.8%
5 PERSONS 136,685 8.2% 152,676 8.3% 15,991 11.7%
6+ PERSONS 100,763 6.1% 114,228 6.2% 13,465 13.4%
TOTAL 1,656,799 100.0% 1,832,272 100.0% 175,473 10.6%

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC
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Based on the 2000 Census, the following is a distribution of housing units in the
Houston MSA by year of construction.

HOUSING UNITS
YEAR OWNER PERCENT RENTER PERCENT
1999 TO MARCH 2000 34,912 3.5% 16,446 2.5%
1995 TO 1998 109,458 10.9% 39,014 6.0%
1990 TO 1994 90,440 9.0% 36,084 5.6%
1980 TO 1989 215,134 21.3% 167,444 25.8%
1970 TO 1979 237,337 23.5% 195,107 30.1%
1960 TO 1969 130,036 12.9% 93,549 14.4%
1940 TO 1959 154,525 15.3% 77,139 11.9%
1939 OR EARLIER 36,850 3.7% 23,324 3.6%
TOTAL 1,008,692 100.0% 648,107 100.0%

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC

INCOME TRENDS

The distribution of households by income within the Houston MSA is
summarized as follows:

HOUSEHOLD 2000 (CENSUS) 2005 (ESTIMATED) 2010 (PROJECTED)
INCOME NUMBER | PERCENT| NUMBER| PERCENT| NUMBER| PERCENT

LESS THAN $10,000 145,640 8.8% 141,918 7.7% 139,850 6.9%
$10,000 - $19,999 187,731 11.3% 176,334 9.6% 167,803 8.3%
$20,000 - $29,999 208,850 12.6% 197,907 10.8% 189,343 9.4%
$30,000 - $39,999 200,166 12.1% 203,643 11.1% 199,710 9.9%
$40,000 - $49,999 169,229 10.2% 181,377 9.9% 190,476 9.4%
$50,000 - $59,999 142,071 8.6% 150,475 8.2% 165,060 8.2%
$60,000 - $74,999 171,211 10.3% 188,368 10.3% 202,773 10.0%
$75,000 - $99,999 182,624 11.0% 218,574 11.9% 248,585 12.3%
$100,000 & HIGHER 249,277 15.0% 373,676 20.4% 515,711 25.5%

TOTAL 1,656,799 100.0% 1,832,272 100.0% 2,019,311 100.0%

MEDIAN INCOME $44,691 $50,994 $57,420

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC

Between 2000 and 2005, the greatest increase was seen in households earning
more then $40,000 per year. Further household growth at these income levels is
expected over the next five years.

HOUSTON MSA ECONOMIC PROFILE AND ANALYSIS

LABOR FORCE PROFILE

Services and Retail Trade comprise a little more than 65% of the 10-county
Houston-Baytown-Sugar Land MSA labor force.

II-13

VOGT
[LLIAMS
BOWEN:ic




Employment within the Houston MSA as of 2005 is distributed as follows:

SIC GROUP ESTABLISHMENTS | PERCENT| EMPLOYEES |PERCENT
AGRICULTURE & NATURAL
RESOURCES 2,813 1.4% 19,937 0.8%
MINING 2,004 1.0% 69,793 2.7%
CONSTRUCTION 13,674 7.0% 164,556 6.4%
MANUFACTURING 10,702 5.5% 263,461 10.3%
TRANSPORTATION & UTILITIES 8,167 4.2% 144,666 5.6%
WHOLESALE TRADE 11,467 5.8% 175,924 6.9%
RETAIL TRADE 42,247 21.5% 504,140 19.6%
F.IR.E. 19,984 10.2% 181,120 7.1%
SERVICES 79,170 40.3% 931,985 36.3%
GOVERNMENT 3,200 1.6% 90,869 3.5%
NON-CLASSIFIABLE 2,817 1.4% 21,600 0.8%
TOTAL 196,245 100.0% 2,568,051 100.0%

Source: 2000 Census; Claritas; Vogt Williams & Bowen, LLC
Note: Due to the fact that this survey is conducted of establishments and not of residents, some employees may not live
within the submarket. However, these employees are included in our labor force calculations because their places of
employment are located within the submarket.

Typical wages by occupation for the Houston MSA are illustrated as follows:

TYPICAL WAGE BY OCCUPATION TYPE
HOUSTON

OCCUPATION TYPE MSA TEXAS
MANAGEMENT OCCUPATIONS $90,870 $83,580
BUSINESS AND FINANCIAL OCCUPATIONS $61,090 $56,810
COMPUTER AND MATHEMATICAL OCCUPATIONS $68,670 $65,970
ARCHITECTURE AND ENGINEERING OCCUPATIONS $71,650 $65,070
COMMUNITY AND SOCIAL SERVICE OCCUPATIONS $36,610 $34,650
ART, DESIGN, ENTERTAINMENT, AND SPORTS
MEDICINE OCCUPATIONS $39,850 $38,280
HEALTHCARE PRACTITIONERS AND TECHNICAL
OCCUPATIONS $59,190 $56,580
HEALTHCARE SUPPORT OCCUPATIONS $20,710 $20,240
PROTECTIVE SERVICE OCCUPATIONS $34,730 $32,730
FOOD PREPARATION AND SERVING RELATED
OCCUPATIONS $16,690 $16,000
BUILDING AND GROUNDS CLEANING AND
MAINTENANCE OCCUPATIONS $17,550 $18,070
PERSONAL CARE AND SERVICE OCCUPATIONS $22,850 $19,200
SALES AND RELATED OCCUPATIONS $34,490 $31,000
OFFICE AND ADMINISTRATIVE SUPPORT
OCCUPATIONS $29,910 $27,940
CONSTRUCTION AND EXTRACTION OCCUPATIONS $30,020 $29,010
INSTALLATION, MAINTENANCE AND REPAIR
OCCUPATIONS $36,710 $34,970
PRODUCTION OCCUPATIONS $31,190 $28,020
TRANSPORTATION AND MOVING OCCUPATIONS $29,410 $27,100

Source: U.S. Department of Labor Statistics, Bureau of Labor
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According to the Greater Houston Partnership, the 10 largest private employers

within the Houston area comprise a total of 124,118 employees. These
employers are summarized as follows:
TOTAL
INDUSTRY BUSINESS TYPE EMPLOYED
MEMORIAL HERMANN HEALTHCARE HEALTHCARE 16,300
CONTINENTAL AIRLINES TRANSPORTATION 16,000
UNIVERSITY OF TEXAS —
MD ANDERSON CANCER CENTER HEALTHCARE 16,000
HALLIBURTON OIL REFINING 14,000
UNIVERSITY OF TEXAS
MEDICAL BRANCH AT GALVESTON HEALTHCARE 12,318
KROGER GROCERY 12,000
ARAMARK FOOD SERVICES 10,000
RELIANT ENERGY ELECTRIC SUPPLIER 9,500
HCA HEALTHCARE 9,000
HEWLETT PACKARD COMPUTER/ELECTRONICS 9,000
TOTAL 124,118
EMPLOYMENT TRENDS

Unemployment rates for the Houston MSA and Texas are illustrated as follows:

UNEMPLOYMENT RATE
YEAR HOUSTON MSA TEXAS

1996 6.0% 5.8%
1997 5.6% 5.4%
1998 5.3% 4.9%
1999 4.4% 4.7%
2000 4.8% 4.4%
2001 4.3% 5.0%
2002 4.7% 6.3%
2003 6.0% 6.7%
2004 6.8% 6.1%
2005 6.3% 5.6%

The unemployment rate in Houston MSA has remained between 4.4% and
6.8%, similar to the state average since 1996.

ECONOMIC OUTLOOK

According to a January 2, 2006 article in the Houston Business Journal,
economists with the Houston Branch of the Federal Reserve Bank of Dallas
expect the Houston MSA economy to remain strong and growing throughout
2006. This growth is attributable in large part to the energy industry and
continued high-energy prices. Another growth component is expected to be a
200% increase in the container capacity in the Port of Houston. The port will
serve a new Wal-Mart distribution center in Chambers County, which will now
receive 20% of the company’s imported goods.
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Evacuees from hurricane Katrina have also helped to boost retail sales in the
metro area, a trend that is projected to continue through 2006. Further, it is
expected that 60,000 new jobs will be created throughout the area in 2006, led
by jobs in construction, health care, and the service industry.

Economist Barton Smith with the University of Houston’s Center for Public
Policy, Institute of Regional Forecasting, comments in the article that
commercial real estate will continue modest gains through 2006. However, he
projects that apartment markets in the Houston MSA will not see growth due to
continued oversupply.

Through the Greater Houston Partnership, a wide range of incentives is
available to spur business growth in the Houston MSA. These incentives are
designed to support new, expanding, and relocating companies. Incentives
include worker training, tax abatement, and tax refund programs.
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MULTIFAMILY FINANCE PRODUCTION DIVISIONBOARD ACTION
REQUEST

March 20, 2006

Action Item

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

Requested Action

Approve or deny the requests for amendments.

Background and Recommendations

§2306.6712, Texas Government Code, classifies some changes as “material alterations” that must be
approved by the Board. The requests presented below include material alterations. Pertinent facts about
the developments requesting approval are summarized below. The recommendation of staff is included at
the end of each write-up. Each request is accompanied by a mandatory $2,500 fee.

Limitations on the Approval of Amendment Requests

The approval of a request to amend an application does not exempt a development from the requirements
of Section 504 of the Rehabilitation Act of 1973, fair housing laws, local and state building codes or other
statutory requirements that are not within the Board’s purview. Notwithstanding information that the
Department may provide as assistance, the development owner retains the ultimate responsibility for
determining which actions will satisfy applicable regulations.

Bayou Bend, HTC No. 03254

Summary of Request: The development owner requests approval for a correction in the unit mix. The
development is a rehabilitation of existing units whose unit plans were not changed but were misreported
in the application as 13 one-bedroom units and 43 two-bedroom units instead of the correct count of 14
one-bedroom units and 42 two-bedroom units. The mistake was reflected in documentation from the
United States Department of Agriculture — Rural Development division (USDA-RD) that was included in
the application, as well as in the application’s rent schedule. The mistake therefore appears to have been
conveyed to the owner by official sources and then to the Department by the same route.

A difference between the application and the cost certification data that was mentioned in the owner’s
letter of request to the Board was a decrease in the net rentable area from 44,957 to 44,814 square feet.
This decrease of 0.3% is insignificant with regard to the threshold of 3% that requires the Board’s
approval. The gross building area of 46,206 square feet and the common area of 1,249 square feet that
were also mentioned in the owner’s letter were the same numbers reported both at application and at cost
certification.

Governing Law: §2306.6712, Texas Government Code. A modification of the bedroom mix
of units is a material alteration under the code. The requirements of Section
504 of the Rehabilitation Act of 1973, fair housing laws, local and state
building codes, and other applicable statutory requirements remain effective
despite the approval of any amendment request.

Owner: FDI-BB 2003, Ltd.

General Partner: Fieser Real Estate Investments
Developers: James W. Fieser
Principals/Interested Parties: James W. Fieser

Syndicator: Midland Equity Corporation
Construction Lender: MuniMae Midland

Permanent Lender: USDA-RD

Other Funding: NA



City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:

Units:

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

Staff Recommendation:

Waller/Waller

At-Risk, Rural, USDA-RD

Rural

Rehabilitation

General population

56 HTC units

$119,812

$2,140

July 30, 2003 - Approved award of tax credits.

The Real Estate Analysis Division has determined that this amendment will
have no effect on the conclusions and recommendations in the original
underwriting report.

Staff recommends approving the request because the requested
modifications would not materially alter the development in a negative
manner and would not have adversely affected the selection of the
application in the application round.



Villas of Hubbard, HTC No. 05243

Summary of Request: Applicant requests approval to change the locations of the buildings on the site. The
reason given for the change is to better accommodate the parking spaces within the required setbacks.
There would be no change in the boundaries of the site, number of buildings, building plans or parking.

Governing Law: §2306.6712, Texas Government Code. A significant modification of the site
plan is a material alteration under the code. The requirements of Section 504
of the Rehabilitation Act of 1973, fair housing laws, local and state building
codes, and other applicable statutory requirements remain effective despite
the approval of an amendment request.

Owner: Villas of Hubbard Limited Partnership
General Partner: Hubbard Villas, LLC

Developers: Hearthside Development Corporation
Principals/Interested Parties: Deborah Griffin

Syndicator: SunAmerica Affordable Housing Partners
Construction Lender: Washington Mutual

Permanent Lender: Washington Mutual

Other Funding: NA

City/County: Hubbard/Hill

Set-Aside: Rural

Type of Area: Rural

Type of Development: New Construction

Population Served: Elderly

Units: 36 HTC units

2005 Allocation: $193,215

Allocation per HTC Unit:  $5,367

Prior Board Actions: July 2005 - Approved award of tax credits.

Underwriting Reevaluation: The Real Estate Analysis Division has determined that there is no reason to
believe the change will have any effect on the conclusions and
recommendations in the original underwriting report.

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



HTC No. 03254

FIESER DEVELOPMENT, INC.

16360 Park Ten Pince, Suite 301 281-599-8684
Houston, TX 77084 281-599-8189 FAX

February 13, 2006
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Mr. Ben Sheppard FEB 1 - 2005
Multifamily Finance Production i
The Texas Department of Housing and Community Affairs e
221 East 11" Street

Austin, TX 78701

i

P

RE:  Amendment Request — Bayou Bend Apartments
TDHCA #03254

Mr. Sheppard,

We submitted our Cost Certification to TDHCA on Bayou Bend Apartments, TDHCA # 03254, and
received notification from Raguel Morales that it was received on November 2, 2005. Bayon Bend
Apartments is a USDA Rural Development acquisition/rehab project.

Ragquel sent us a request for Information on the Cost Certification on December 6, 2005. In that request she
brought to our attention that the total pet rentable area certified by the architect did not match the net
rentable area in other exhibits in the Cost Certification. She also noted that the unit mix reflected in the
Cost Ceriification {Exhibit 9B, Individual Building Description} did not match Exhibit 11A, Rent Schedule
or with what the development was originally approved to provide.

After receiving this information from Raquel, we requested that our Architect confirm the square footages
and the unit mix so that we could cure this issue. Our Architect confirmed that the total gross square
footage is 46,206, the net rentable is 44,814 and the common area is 1,249. Looking back at our original
application it was discovered that the information we received initially showed there were 13 one bedroom
units and 43 two bedroom units; 36 total units. I have attached a copy of the approved USDA Budget
showing this breakdown as we reported in our Tax Credit Application.

1 have also attached a copy of the USDA. Project Worksheets showing that there have always been 42 two
bedroom units and 14 one bedroom units; a total of 56 units. We have not added or deleted any units. We
have not reconfigured any units. They are the same as when we submitted our application, it was just an
error on our part based on the information we received initially.

We have revised the Exhibits in question and submitted those back to Raquel on January 9, 2006. All the
Exhibits now are correct and tie throughout the Cost Certification, Rague! contacted our office to let us
know that she had received our package and all the exhibits were now corrected. She informed us though
that because of the change in the unit mix and the square footages from that in our original application, we
would have to send an amendment request to your attention.



1 would like to take this time to officially request an amendment to the original Tax Credit Application and
have it corrected to show that the unit mix is 42 two bedroom units and 14 one bedroom units. We would
also like to amend the square footages to show the gross square footage is 46,206, the net rentable is
44,814 and the common area is 1,249. Please find our check attached in the amount of $2,500 for the

amendment.

If you have questions or need additional information, please give me a call at 28 1-599-8684.

Sincerely,

i

James W. Fieser
President

Seni via 2 Day Fed Ex



HTC No. 05243

HEARTHSIDE DPEVELOPMENT CORPORATION
5757 W. Lovers Lane, Suite 360
Dallas, Texas 75209
Telephone: 214-350-8822
Facsimile:  214-35(-8483

February 17, 2006

Mr. Ben Sheppard Via E-Mail
Texas Dept. of Housing & Community Affairs

Housing Tax Credit Program

221 East 11" Street

Austin, Texas 78701

Re: Villas of Hubbard Limited Partnership #05243; Request for Approval of Site
Plan Change

Dear Mr. Sheppard:

In accordance with the Process and Requirements for Obtaining Approval for Application
Amendments, I hereby request approval from the Department for modifications to the site
plan to better accommodate the parking within the required set backs. The madification
involves revised placement of buildings only. There has been no change in the number of
buildings, number of units, square footage, unit mix, building or unit floor plans, number
of parking spaces or density. In addition, there is no cost savings or cost burden
associated with the modification of the site plan. Ihave enclosed a copy of the proposed
modified site plan for your review.

I'respectfully request that you approve the modification of the site plan. Please let me
know if you need any additional information.

/[méé%,

Deborah A. Griffin
President

Sincerely,

Attachments



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
M ar ch 20, 2006

Action Items

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

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

Background

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

Alvin Manor, HTC Development No. 04203 &

Alvin Manor Estates, HTC Development No. 04200
(Commencement of Substantial Construction)

Summary of Request: Applicant requests an extension of the deadline for commencement of
substantial construction due to a City ordinance that requires a 150 foot buffer on the front side
of the property. At the February 15, 2006 Board meeting, the applicant was granted an
amendment for the change in the site plan. Additionally, the applicant was granted an extension
of the placement in service deadline to December 31, 2007 by the Executive Director due to their

location in adisaster declared area.

Applicant:

General Partner:

Developer:

Principal ¢/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area

Type of Development:
Population Served:

Units:

2004 Allocation:

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

New Deadline Requested:

New Deadline Recommended:

Alvin Manor Estates, Ltd. (#04200)
Alvin Manor, Ltd. (#04203)

Alvin Manor Estates Management, LLC; Alvin Manor Estates

Construction, LLC (#04200)

Alvin Manor Management, LLC; Alvin Manor Construction,

LLC. (#04203)

Artisan/American Corporation
Elizabeth Y oung; Vernon Y oung
PNC Multifamily Capital

PNC Bank

PNC Bank

NA

Alvin/Brazoria

Generd

Urban/Exurban

New Construction

Genera Population

28 HTC units and 8 market rate units
$251,662 (#04200) and $149,382 (#04203)
$8,988 (#04200) and $5,335 (#04203)
$2,500

Commencement of Substantial Construction
Request was submitted on time.
February 1, 2006

June 30, 2006

June 30, 2006



Placement in Service extended from 12/31/06 to 12/31/07
Commencement of construction extended from 12/1/05 to

2/1/06
Staff Recommendation: Approvethe extension asrequested.

Prior Extensions:



Commons of Grace Apartments, HT C Development No. 04224

Summary of Request: Applicant requests an extension of the deadline for commencement of
substantial construction. Applicant’s attorney stated that the suspension of HOME funds from
the City of Houston and the subsequent time necessary for the U.S. Department of Housing and
Urban Development to process the funds made the current request necessary. After the HOME
funds were released, the processing began in September of 2005 and, according to the attorney’s
letter of February 21, 2006, processing was not expected to be completed until February 24,
2006. The origina HOME commitment expired, however it is anticipated that the commitment
will be reaffirmed at the March 22nd City Council meeting.

Applicant:

General Partner:

Developer:
Principals/Interested Parties:

Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:

Units:

2004 Allocation:
Allocation per HTC Unit:
Extension Request Fee Paid:
Type of Extension Request:

Note on Time of Request:
Current Deadline:
New Deadlines Requested:

New Deadline Recommended:

Prior Extensions:

Staff Recommendation:

TX Commons of Grace, LP

TX Commons of Grace Development, LLC

Pleasant Hill Community Development Corporation

GC Community Development Corporation (Nonprofit, 99%
of GP); B&L Housing Development Corporation (Leroy
Bobby Leopold, 1% of GP)

Paramount Financial Group

GMAC Commercial Mortgage

GMAC Commercial Mortgage

City of Houston (HOME)

Houston/Harris

Nonprofit

Urban/Exurban

New Construction

Elderly

86 HTC and 22 market rate units

$660,701

$7,683

$2,500

Construction Loan Closing and Commencement of
Substantial Construction

Request was submitted on time.

March 31, 2006

May 31, 2006

May 31, 2006

Commencement of Construction extended from 12/1/05 to
3/31/06.

Construction Loan Closing extended from 9/1/05 to 12/1/05.
Construction Loan closing extended from 6/1/05 to 9/1/05.

Staff recommends approval of the request however staff
in unable to affirm the placement in service will be met.
The applicant states they can meet the placement in
service deadline.



) 04200 & 04203

LLOCKE LIDDELL & SAPP 1ip

ATTORNEYS & COUNSELORS

100 CONGRESS AVENUE (512) 305-4700
Sure 300 Fax: (512) 305-4800
Austin, Texas 78701-4042 AUSTIN ® DALLAS ® FIOUSTON # NEW ORLEANS www. locketiddell.com

Direct Number: {512 305-4707
email: clast@@lockeliddell.com

February 1, 2006

VI4A HAND DELIVERY AND EMAIL

Mr. Ben Sheppard
Texas Department of Housing and Community Affairs iy g
221 Bast 11" Street RECENVED

Austin, Texas 78701 FEB O ..

Re:  Alvin Manor, Ltd. F ST
Alvin Manor project in Alvin, Texas LEHTC
TDHCA File No. 04203

Alvin Manor Estates, Ltd.
Alvin Manor Estates project in Alvin, Texas
TDHCA File No. 04200

Dear Ben:

Our firm represents the owners of the two projects referenced above. Each owner respectfully
requests an extension for the commencement of substantial construction deadline until March 31, 2006.
As you know, the projects have experienced significant delays in obtaining building permits from the
City of Alvin. Some of these delays were related to the City of Alvin's process and some of these delays
were related to Hurricanes Katrina and Rita. The most recent hurdle imposed by the City of Alvin has
been a requirement that each project establish a 150 foot buffer on the front side of the property to
satisfy a City ordinance. Accordingly, on December 29, we submitted a request to TDHCA to amend
the site plan for each project. That amendment request is scheduled to be heard by the TDHCA board
on February 15, 2006.

The City of Alvin has assured the owners that, if TDHCA approves the site plan change as
proposed, the building permits will be issued promptly. Given that each project has only 36 units, the
owners believe that they will be able to complete construction of the projects in accordance with all
currently applicable deadlines. Nonetheless, because certain of the delays were caused by the impact of
Hurricanes Katrina and Rita, the owners intend to seek relief under Rev. Proc, 95-28 to extend the
placement in service date for the projects. The owners believe such relief is appropriate and will ensure
that the development of the properties is not negatively impacted by the condensed construction
schedule and the continuing challenges faced by the hurricane-stricken area. If the relief under Rev.
Proc. 93-28 is granted, the owners are certain that construction can be completed within applicable
deadlines, despite this delay in commencement.

AUSTIN: 033081.00007: 332883v3


bsheppar
04200 & 04203


Mr. Ben Sheppard
February 1, 2006
Page 2

Accordingly, we ask that you please grant this request and approve an extension until March 31,
2006. While we regret the need to ask for an extension, we greatly appreciate your understanding and
consideration.

A check in the amount of $2,500 for each project accompanies this request.
If you need any additional information regarding this matter, please feel free to contact me.
Sincerely,

Cynthia L. Bast

cc: Artisan/American Corp.

AUSTIN: 05308 1.00007: 3328833



HTC Nos. 04200 & 04203
Addendum to Original Letter

LLOCKE LIDDELL & SAPP Lo

ATTORNEYS & COUNSELORS

100 CONGRESS AVENUE {312) 3034700
Suite 300 Tax: (512) 305-4800
Austin, Texas 78701-4042 AUSTIN ® DALLAS @ HOUSTON ® NEW ORLEANS www.lockeliddell.com

Direct Number: {312) 305-4707
email: chast{@tockeliddell.com

March 6, 2006

Mr. Ben Sheppard VIA EMAIL
Texas Department of Housing and Community Affairs

221 East 11" Street

Austin, Texas 78701

Re:  Alvin Manor, Ltd. ~-- Alvin Manor project in Alvin, Texas
TDHCA File No. 04203

Alvin Manor Estates, Ltd. - Alvin Manor Estates project in Alvin, Texas
TDHCA File No. 04200

Dear Ben:

On February 1, 2006, our firm submitted a request (the "Extension Request") to extend the
deadline for commencement of substantial construction for each of the above-referenced projects to
March 31, 2006. The Extension Request remains pending for Board approval. Since the Extension
Request was submitted, TDHCA has granted each project an extension for its placement in service
deadline from December 31, 2006 to December 31, 2007. This extension was granted under disaster
relief provision promulgated by the IRS.

Because the Extension Request was submitted when the placement in service deadline for the
projects was December 31, 2006, our client felt that March 31, 2006 was the latest possible date they
could commence substantial construction and still place the projects in service by the applicable
deadline. Now that the placement in service deadline has been extended a year, our clients believe it
would be in the best interests of the projects to extend the commencement of substantial construction
deadline to June 30, 2006 for each project.

By this letter, we wish to modify the Extension Request to seek an extension for the deadline for
commencement of substantial construction to June 30, 2006.

If you have any questions about this request, please let me know. Thank you for your assistance.

Sincerely,

Cynthia L. Bast
Cynthia L. Bast

cc:  Artisan/American Corp.

ALISTIN: 05308 1.00007: 332883v4
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04224

COATS|ROSE

ANTOINETTE M. JACKSON tjackson@coatsrose.com
OF COUNSEL Direct Dial
(713) 653-7392
Direct Fax

(713)890-3928

February 21, 2006

VIA ELECTRONIC TRANSMISSION e
AND FEDERAL EXPRESS RECEIVED

» 5Y
Ms. Brooke Boston FEB 2 2 2006
Director, Multifamily Finance Production Ty
Texas Department of Housing and L"ﬁTL‘.
Community Affairs
507 Sabine Street, Suite 400
Austin, Texas 78701

RE: Commons of Grace (TDHCA #04224) — Request for Extension
Dear Ms. Boston:

This letter is written on behalf of TX Commons of Grace, LP (“Project Owner™), The
Project Owner received a commitment for an annual allocation of 2004 Housing Tax Credits in
the amount of $660,701 (the “Commitment”) from the TDHCA for Commons of Grace Senior
(the “Project”). The Project is a 108-unit elderly development in Houston, Texas. We are
requesting an extension of the substantial commencement deadline.

This project received a $700,000 commitment from the City of Houston, Due to the
suspension of the City’s HOME funds, the City has been unable to move forward on its
commitment. Once the City funds were released they had to initiate the HUD procedure for
processing HOME funds which included the environmental review. This process began in
September 2005 and will not be completed until February 24, 2006. The City was unable to
place us on the City Council agenda until the environmental review and publication process is
completed. We are now set to be on the agenda for approval on March 1, 2006.

We have enclosed for your review our revised construction schedule which begins on
March 13 and allows for this project to be placed in service in time to meet the December 31,
2006 deadline. Additionally, both Paramount and GMAC have reviewed and approved the
revised schedule.

COATS |ROSE | YALE |RYMAN | LEE
A Profussional Corporation

3 East Greenway Plaza, Suite 2000 Houston, Texas 77046-0307
Phone: 713-651-011)  Fax: 713-651-0220

Web: www. coasrase.conm

775756.1
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Ms. Brooke Boston
February 21, 2006
Page 2

Therefore, the Partnership would like to request an extension deadline of May 31, 2006 to
meet substantial commencement.

Enclosed please find our check in the amount of $2,500.00 to cover the extension fees for
this request. We have also enclosed the 2006 Document and Payment Receipt for your use in
acknowledging receipt and payment for this request.

Thank you very much for your consideration of this request. If you have any questions,
please do not hesitate to contact me.

Counsel for TX Commons of Grace, L.P,

695430.1



BOARD ACTION SUMMARY
MULTIFAMILY FINANCE PRODUCTION DIVISION

M ar ch 20, 2006

Action ltems

Adoption of Amendment to Title 10, Part 1, Chapter 50, 2006 Housing Tax Credit Program Qualified
Allocation Plan and Rules, 850.9(i)(6), regarding the Level of Community Support from State Elected
Officias.

Required Action

Approve, approve with amendments, or deny the Amendment to Title 10, Part 1, Chapter 50, 2006
Housing Tax Credit Program Qualified Allocation Plan and Rules, 850.9(i)(6), regarding the Level of
Community Support from State Elected Officials.

Backaground and Recommendations

On November 10, 2005, the Board adopted a 2006 Qualified Allocation Plan and Rules (QAP), which
was signed by the Governor on November 16, 2005. 850.9(i)(6), regarding the Level of Community
Support from State Elected Officias, incorrectly indicates a deadline for input from officials of April 1,
2005. On January 18, 2006, the Board approved a proposed amendment, as reflected below, that amended
the April 1, 2005 date to April 1, 2006.

(6) The Level of Community Support from State Elected Officials. The level of
community support for the application, evaluated on the basis of written statements
from state elected officials. (2306.6710(b)(1)(F) and (f) and (g); 2306.6725(a)(2))
Applications may qualify to receive up to 14 points for this item. Points will be
awarded based on the written statements of support or opposition from state elected
officials representing constituents in areas that include the location of the Development.
Letters of support must identify the specific Development and must clearly state
support for or opposition to the specific Development. This documentation will be
accepted with the Application or through delivery to the Department from the
Applicant or official by April 1, 2006AprH+1,-2005. Officials to be considered are those
officials in office at the time the Application is submitted. Letters of support from state
officials that do not represent constituents in areas that include the location of the
Development will not qualify for points under this Exhibit. Neutral letters, or letters
that do not specifically refer to the Development, will receive neither positive nor
negative points. Letters from State of Texas Representative or Senator: support |etters
are 7 points each for amaximum of 14 points; opposition letters are -7 points each for a
maximum of -14 points.

The proposed amendment was published in the Texas Register for thirty days to receive public comment.
The Department did not receive any comments concerning the amendment change. Once adopted, the
amendment will be provided to the Governor for signature and will be published in the Texas Register as
thefinal rule. Staff recommends approval of the adoption.

Page1of 1




Housing Tax Credit Program

Board Action Request

M arch 20, 2006

Action Item

Request review and board determination of five (5) four percent (4%) tax credit applications with other issuers for tax exempt bond transaction.

Recommendation

Staff is recommending that the board review and approve the issuance of five (5) four percent (4%) Tax Credit Determination Notices with other
issuersfor the tax exempt bond transactions known as:

Development Name L ocation | ssuer Total LI Total Applicant Requested | Recommended
No. Units | Units | Development Proposed Credit Credit
Tax Exempt | Allocation Allocation
Bond
Amount

05452 Lindberg Parc Fort Worth | Tarrant Co. | 196 | 196 $18,790,155 $14,000,000 | $740,255 $740,255
Senior Apartments HFC

05450 Town Parc at Bastrop Bastrop 244 | 244 $24,708,208 $15,000,000 | $760,050 $760,050
Bastrop HFC

05454 Lodge at Conroe Montgomery | 160 | 160 $14,340,079 $7,945,000 | $606,538 $606,538
Silverdale County HFC
Apartment Homes

060402 Hill Crest Manor L ubbock L ubbock 220 | 200 $17,084,500 $10,500,000 | $629,797 $629,797
Senior Community HFC

060405 Sea Breeze Corpus SeaBreeze, | 200 | 200 $15,541,732 $7,855,000 | $612,571 $612,571
Apartments Christi aPublic

Facilities

Corp.




MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
March 20, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for Lindbergh Parc Senior
Apartments.

Summary of the Transaction

The application was received on November 30, 2005. The Issuer for this transaction is Tarrant County HFC. The
development isto be located at approximately 5608 Azle Avenue in Fort Worth. Demographics for the census tract
include AMFI of $30,171; the total population is 7109; the percent of population that is minority is 85.12%; the
percent of population that is below the poverty line is 29.88%; the number of owner occupied units is 1001; the
number of renter unitsis 976 and the number of vacant units is 85. The percent of population that is minority for
the entire City of Fort Worth is 53% (Census information from FFIEC Geocoding for 2005). The development is
new construction and will consist of 196 total units targeting the elderly population, with al of the units to be
affordable. The site is currently zoned for such a development. The Department has received no letters of support
and no lettersin opposition. The bond priority for thistransaction is:

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

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

[ ] Priority 1C: Set aside 100% of unitsthat cap rents at 30% of 60% AMFI (Only for projects
located in acensustract with median income that is greater than the median
income of the county MSA, or PM SA that the QCT islocated in.

(MUST receive 4% Housing Tax Credits)

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

[ ] Priority 3: Any qualified residential rental development.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for Linbergh Parc Senior Apartments.

Pagel of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Linbergh Parc Senior Apartments, TDHCA Number 05452

BASIC DEVELOPMENT INFORMATION

Site Address: Approximately 5608 Azle Ave Development #: 05452
City: Fort Worth Region: 3 Population Served: Elderly
County: Tarrant Zip Code: 76114 Allocation;
HTC Set Asides: [ At-Risk [ Nonprofit [JuspAa L Rural Rescue HTC Purpose/Activity: NC
HOME Set Asides: ] CHDO [ preservation [ General
Bond Issuer: Tarrant County HFC
R CReNew Consiruction and Rehabiation, ACQIRAequion and Rehabiltaton -
OWNER AND DEVELOPMENT TEAM
Owner: Marine Creek Residential, LP
Will Thorne - Phone: (972) 262-2608
Developer: One Prime, LP
Housing General Contractor: Integrated Construction and Development
Architect: GHLA Architects
Market Analyst: Butler Burgher, Inc.
Syndicator: MMA Financial
Supportive Services: Becky Lennox LCDC dba Common Threads
Consultant: N/A
UNIT/BUILDING INFORMATION
30% 40% 50% 60% 65% 80% Total Restricted Units: 196
0 0 0 196 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 100 96 0 0 Total Development Units: 196
Type of Building: 5 units or more per bldng Total Development Cost: $18,790,155
Number of Residential Buildings: 7
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $740,255 $740,255 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

3/13/2006 08:51 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Linbergh Parc Senior Apartments, TDHCA Number 05452

PUBLIC COMMENT SUMMARY

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

State/Federal Officials with Jurisdiction:

TX Senator: Brimer, District 10 NC Points: \ 0 US Representative: Granger, District 12, NC
TX Representative: Burnam, District 90 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Mike Moncrief, Mayor, City of Fort Worth -  Resolution of Support from Local Government [ ]
NC

Dale Fisseler, Assistant City Manager, City of Fort Worth -
Development is consistent with City of Fort Worth
Consolidated Plan.

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

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

1. Per 849.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA").”

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

3/13/2006 08:51 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Linbergh Parc Senior Apartments, TDHCA Number 05452

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

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

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0

Recommendation:

4% Housing Tax Credits with Bond Issuance: Credit Amount: $740,255

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $740,255 annually for ten years, subject to
conditions.

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

Recommendation:

3/13/2006 08:51 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: March 9, 2006 PROGRAM: 4% HTC FILE NUMBER: 05452

DEVELOPMENT NAME

Lindberg Parc Senior Apartments

APPLICANT
Name: Marine Creek Residential, LP Type: For-profit
Address.  Post Office Box 530591 City: Grand Prairie State:  TX
Zip: 75053 Contact:  Will Thorne Phone: (972) 262-2608 Fax: (972) 263-5220

PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS

Name: Marine Creek Development Company (%): .01 Title  General Partner

Sole Shareholder, Officer,

Name: Hal T. Thorne (%): N/A Title: Director of GP

Name: One Prime, LP (%): N/A Title: Developer

PROPERTY LOCATION

Location:  Approximately 5608 Azle Ave. XI ocT [] DDA
City: Fort Worth County: Tarrant Zip: 76114
REQUEST
Amount Interest Rate Amortization Term
$740,255 N/A N/A N/A

Other Requested Terms.  Annual ten-year allocation of housing tax credits; original request was $756,908

Proposed Use of Funds: New construction Property Type: Multifamily

Special Purpose (s): Elderly, Urban/ Exurban

[ RECOMMENDATION

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$740,255 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

| CONDITIONS

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

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports, however the Applicant applied for 9% credits for a similar transaction in 2005.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Non-Res. # of
Unitss =  Buildings — Buildings = Floors =

Net Rentable SF: 181,620 Av Un SF: 927 Common AreaSF: 64,762 GrossBldgSF: 246,382

Age  N/A yrs  Vacant: N/A & / /




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

STRUCTURAL MATERIALS

The structure will be wood frame on a post-tensioned concrete slab on grade. According to the plans
provided in the application the exterior will be comprised as follows: 36% brick veneer/64% stucco, and
wood trim. The interior wall surfaces will be drywall and the pitched roof will be finished with composite
shingles.

APPLIANCES AND INTERIOR FEATURES

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

ONSITE AMENITIES

A 7,616-square foot community area will include an activity room, game room, café, management offices, a
fitness room, a living room, a library, a salon, restrooms, and a business center. In addition, there will be
2,034-sguare feet of laundry facilities in the building housing the community area. The community area will
be built into the center of the proposed senior housing facility which is divided into seven connecting
buildings. The buildings will be serviced by approximately 55,112 square feet of air conditioned corridors as
well as 4 elevators located throughout the facility. The swimming pool will be located in the courtyard of the
residential facility in the middle of the property. In addition, perimeter fencing with a limited access gate is
planned for the site.

Uncovered Parking: 221 spaces  Carports: 50 spaces  Garages: 20 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Lindbergh Parc Seniors is a 18-unit per acre new construction development of 196 units of
affordable housing located in northwest Fort Worth. The development is comprised of seven large attached
buildings that compose one seniors housing facility. The garden style, elevator-served, low-rise buildings are
asfollows:

e 1 Building Type A with eight one-bedroom/one-bath units;

e 1 Building Type B with 12 one-bedroom/one-bath units, and 18 two-bedroom/two-bath units;

e 1 Building Type C with 12 one-bedroom/one-bath units, and three two-bedroom/two-bath units;

e 1 Building Type D with 18 one-bedroom/one-bath units, and 18 two-bedroom/two-bath units;

e 1 Building Type E with 15 two-bedroom/two-bath units;

e 1 Building Type F with 17 one-bedroom/one-bath units, and 21 two-bedroom/two-bath units;

e 1 Building Type G with 21 one-bedroom/one-bath units, and three two-bedroom/two-bath units;

e 1 Building Type H with 12 one-bedroom/one-bath units, and eighteen two-bedroom/two-bath units;

Ar chitectural Review:

The building and unit plans are of good design, sufficient size and are comparable to other modern apartment
developments. The number and location of elevators appears to be reasonable in that each appear to support
less than 50 upper floor residents. The units appear to provide acceptable storage available outside on the
porch or balcony. The elevations reflect attractive buildings with nice fenestration.

SITE ISSUES

SITE DESCRIPTION

Size: 11 acres 479,160 square feet Flood Zone Designation: Zone X

Zoning:  “C Medium Density Multi-family District”
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SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The site is an irregularly-shaped parcel located in the northwestern area of Fort Worth,
approximately 6.5 miles from the central business district. The site is situated on the north side of Azle
Avenue.

Adjacent L and Uses:

e North: Newly constructed single-family residences immediately adjacent and undeveloped land
beyond,;

e South: Azle Avenueimmediately adjacent and commercial businesses beyond,;

e East: Newly developed single-family residences immediately adjacent and undeveloped land beyond;
and

e West: Undeveloped land isimmediately adjacent and multi-family residential beyond.

Site Access: Accessto the property isfrom the east or west along Azle Avenue. The development isto have
one main entry from the south from Azle Avenue. Access to Interstate Highway 820 is 0.5 miles west,
which provides connectionsto al other major roads serving the Fort Worth area.

Public Transportation: Public transportation to the greater metropolitan area is provided by Dallas Area
Rapid Transit (DART) and the Fort Worth Transportation Authority’s “The T” in Fort Worth. The location
of the nearest stop was not identified in the application materials.

Shopping & Services: The site is within one mile of a major grocery, senior center, public parks, and a
variety of other retail establishments and restaurants. Schools, churches, and hospitals and hedlth care
facilities are located within a short driving distance from the site.

Site Ingpection Findings: TDHCA staff performed a site inspection on December 20, 2005, and found the
location to be acceptable for the proposed development. The inspector noted that, “There is a recycling
business across the street from site which is pretty run down and lots of clutter surrounds the business. The
interstate is not far from site and access to restaurants, banks, etc. is also within close proximity. The
complex will sit between a very nice apartment complex and a very nice section of residential homes. The
homes across the street and down from the site are low income and some have not been maintained. Some
need painting and others various homeowner maintenance. These sit about ¥2-3/4 miles from the site. There
are some businesses across the street which also are older and are in need of maintenance. The siteis fenced
off with no access therefore inspector was not able to walk the site itself. There is no direct street access to
the property. Inspector made observations from the street running in front of the site.”

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase | Environmental Site Assessment report dated March 10, 2005, was prepared by Qore Property
Sciences and contained the following findings and recommendations:

Findings:
e Floodplain: “According to Federa Emergency Management Agency (FEMA) Flood Insurance Rate
Maps (FIRM) ... the subject property islocated in Zone X, unshaded.” (p.19)

Recommendations: “This assessment has revealed no evidence of recognized environmental conditions in
connection with the subject property, and the potential for environmental impact appears to be low. No
further investigation is recommended at thistime.” (p. 22)

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside, although as a Priority 2 private activity bond lottery project 100% of the units must have rents
restricted to be affordable to households at or below 60% of AMGI. 196 of the units (100% of the total) will
be reserved for low-income elderly tenants, and will be reserved for households earning 60% or less of
AMGI.
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MAXIMUM ELIGIBLE INCOMES
1 Person 2 Persons 3 Persons 4 Per sons 5 Persons 6 Persons

60% of AMI $26,340 $30,120 $33,840 $37,620 $40,620 $43,620

MARKET HIGHLIGHTS

A market feasibility study dated December 8, 2005 and updated on January 8, 2006, was prepared by Butler
Burgher, Inc. (“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “The PMA is located in northwest Fort Worth, bounded by
IH 30 and SH 183 to the south, IH 35W and SH 183 to the east, and an approximate 4 mile corridor west of
Loop 820 to the west” (p. 7 updated). This area encompasses approximately 85 square miles and is
equivalent to a circle with aradius of 5.21 miles.

Population: The estimated 2005 total population of the primary market area (PMA) was 164,579 which is
greater than the Department’ s 100,000 person limit but less than the 250,000 limit allowed for devel opments
targeting seniors. The estimated 2005 senior population of the PMA was 29,712 and is expected to increase
by 20% to approximately 35,654 by 2010. Within the primary market area there were estimated to be 18,269
senior households in 2006.

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand of 411
senior qualified households in the PMA, based on the current estimate of 18,269 households (as of 2005), the
projected annual growth rate of 3.5%, renter households estimated at 31.5% of the population, income-
qualified households estimated at 18.6%, and an annua renter turnover rate of 30% (p. 87 updated). The
Market Analyst used an income band of $21,150 to $33,840.

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 90 22% 50 11%
Resident Turnover 321 78% 419 89%
TOTAL ANNUAL DEMAND 411 100% 469 100%

Ref: p. 87

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 88.5% based upon 411
units of demand and 364 unstabilized affordable housing units in the PMA (including the subject) (p. 87
updated). The Market Analyst included 100 units from the intergenerational property at Providence at
Marine Creek (#05615) and 68 units restricted to 50% and 60% of AMFI from Oak Timbers-White
Settlement 1. The Underwriter calculated an inclusive capture rate of 77.5% based upon a supply of
unstabilized comparable affordable units of 364 divided by a revised demand of 469. Thisis below the 100%
capture rate guideline for devel opments targeting seniors.

Market Rent Comparables. The Market Analyst surveyed 10 comparable apartment projects totaling
1,938 unitsin the market area. (p. 91).

RENT ANALYSIS (net tenant-paid rents)
Unit Type (% AMI) Proposed Program Max Differential Est. Market Differential
1-Bedroom (60%) $636 $636 $0 $745 -$109
2-Bedroom (60%) $762 $762 $0 $875 -$113

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

Primary Market Occupancy Rates: “The D/FW apartment occupancy increased by 1.0 point during 3"
Quarter 2005 to 92.2% compared to 91.1% for 2™ Quarter 2005. Absorption levels surpassed completions
by more than 10,000 units during year ending 3 Quarter 2005.” (p. 46).

Absorption Projections. “The primary market area has a positive net absorption of 1,100 units for the
twelve months ending 3" Quarter 2005, compared to the future absorption of 930 units expected for the next
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twelve months. Forecast completions for the PMA are at 1,048 units over the next year. ...

Senior properties typically take an extended period of time to lease-up as seniors want to visit severa times
and feel comfortable as the potential for resident turnover is minimal once moved-in. ...

An absorption rate of 10 to 12 units/ month is reasonable for the subject.” (p. 88).

Known Planned Development: “Providence at Marine Creek was allocated HTC/bond financing in
September 2005 for 100 Senior units and 152 Genera population units with all income restricted to 60% of
AMI. Oak Timbers Phase || was allocated in 2004 and the unit mix includes 9 1BR/1BA units at 30% AMI,
3 1BR/1BA units at 40% AMI, 29 1BR/1BA units at 50% AMI, 39 1BR/1BA and 2BR/1BA units at 60%
AMI, and 20 2BR/1BA market rate units. We have included the 50% and 60% AMI units as these have a
similar income band as that applicable to the subject units, under the TDHCA calculation requirements. No
other affordable SENIOR units are on the TRB or TDHCA allocation lists or are under construction within
the Primary Market Area. Villas of Marine Creek, Oak Timbers Phase |, and Shady Oaks Manor are located
within the PMA but are stabilized and have been for over 12 months. The other new properties are either
market, family, or are not LIHTC, and are excluded from this study” (p. 88 updated).

Market Study AnalysigConclusions. The Underwriter found the market study provided sufficient
information on which to base a recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are the maximum rents allowed under HTC guidelines, and are
achievable according to the Market Analyst. The Applicant stated that tenants will pay water and sewer in
this project, and rents and expenses were cal culated accordingly.

The Applicant included $26 in secondary income which is greater than the Department’s standard of $15
unless a higher figure is supported. The Applicant indicated that secondary income from 20 garages and 50
carports would increase their secondary income amount but provided insufficient additional substantiation
for their estimate. The Underwriter reviewed data from several other TDHCA developments in Fort Worth
to reconcile a $20 per unit secondary income estimate. Estimates of vacancy and collection losses are in line
with TDHCA underwriting guidelines. As aresult of these differences the Applicant’ s effective gross income
estimate is $13K or approximately 1% greater than the Underwriter’ s estimate.

Expenses. The Applicant’s estimate of total operating expense is comparable to the Underwriter’ s database-
derived estimate. The Applicant’'s budget shows several line item estimates, however, that deviate
significantly when compared to the database averages, particularly: general and administrative ($17K lower),
utilities ($13.6K lower), water, sewer, and trash ($16K higher), and reserves for replacement ($12K higher).

Conclusion: The Applicant’s gross income, total operating expenses and net operating income (NOI) are all
within 5% of the database-derived estimate. Therefore, the Applicant’s NOI should be used to evaluate debt
service capacity. While the Applicant’s income and expense estimates provide sufficient net operating
income to service the proposed first lien permanent mortgage at a debt coverage ratio that is within the
TDHCA underwriting guidelines of 1.10 to 1.30, the Underwriter’s estimate suggests a DCR of 1.09.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE
Z;tsls Land Tract: 21.9 $131,400 Assessment for the Year of: 2005
Building: $0 Valuation by: Tarrant County Appraisal District
Total Prorated Assessed ] o
Value (11 acres): $66,000 Tax Rate: 3.38%
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EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Earnest Money Contract (11 acres)

Contract Expiration Date: 2/ 10/ 2006 Anticipated Closing Date: 2/ 10/ 2006
Acquisition Cost: $900,000 Other Terms/Conditions:

Seller:  Valley Creek Development Co. Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The site cost of $900,000 ($1.88/SF, $81,818/acre, or $4,592/unit) is significantly (13
times) higher than the pro-rated tax assessed value of $66,000. The assessed value of the larger 21.9 acre
tract is $131,400. The acquisition price is assumed to be reasonable since the acquisition is an arm’ s-length
transaction.

Off-Site Costs: The Applicant claimed off-site costs of $95,276 for water and sanitary sewer lines and
provided sufficient third party certification from Brian J. Parker, a licensed engineer familiar with the
development, to justify these costs.

Sitework Cost: The Applicant’s claimed sitework costs of $7,497 per unit are within the Department’s
alowable guidelines for multifamily developments without requiring additional justifying documentation.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $576K or 6% lower than the
Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate. This would suggest that the
Applicant’s direct construction costs are understated.

Feess. The Applicant’s contractor's and developer's fees for general requirements, general and
administrative expenses, and profit are all within the maximums allowed by TDHCA guidelines.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter's verifiable
estimate and is therefore acceptable. Since the Underwriter has been able to verify the Applicant’s projected
costs to a reasonable margin, the Applicant’s total cost breakdown is used to calculate eligible basis and
determine the HTC allocation. As a result, an eligible basis of $15,995,143 is used to determine a credit
allocation of $740,255, the requested amount. The resulting syndication proceeds will be compared to the
gap of need to determine the recommended credit amount, see Financing Conclusions below.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source:  Key Bank Real Estate Capital Contact:  Jeff Rogers
Tax-Exempt Amount:  $10,580,700 Interest Rate: 5.42%
Amortization: 40 yrs Term: 40 yrs  Commitment: [X] LOI [] Firm [] Conditiona
Annual Payment: $695,581 Lien Priority: 1 Date. 3/ i) 2006
TAX CREDIT SYNDICATION
Sour ce: MMA Financial Contact: Marie Keutmann
Net Proceeds: $7,001,000 Net Syndication Rate (per $1.00 of 10-yr HTC) 98¢
Commitment: X Lo [] Firm [] Conditiona  Date: 2/ 16/ 2006

Additional Information:
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APPLICANT EQUITY

Amount:  $1,028,982 Sour ce; Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Tarrant County
Housing Finance Corporation and purchased by Key Bank Real Estate Capital. The permanent financing
commitment is consistent with the terms reflected in the sources and uses of funds listed in the application.
The information submitted with the application indicates that the financing is a fixed loan, guaranteed by
FHA through the Mortgage Insurance program.

HTC Syndication: The tax credit syndication commitment is inconsistent with the terms reflected in the
sources and uses of funds listed in the application. The commitment indicates net proceeds of $7,001,000;
and the sources and uses form lists total net proceeds of $7,180,474.

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $1,028,982 amount to
49% of the total fee available to defer.

Financing Conclusions. Based on the Applicant’s estimate of eligible basis, the HTC allocation should not
exceed $740,255 annually for ten years. This amount is equal to the applicant’s request and is less than the
estimate based on dligible basis and the amount calculated based on the gap in need. Therefore, the
recommended tax credit allocation is the requested amount, $740,255 with estimated syndication proceeds of
$7,254,243. Based on the underwriting analysis, the deferred developer fee decreases to $955,212 and is
repayable within ten years of stabilized operation.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant and Developer are related entities. This is a common relationship for HTC-funded
devel opments.

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

Financial Highlights:

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

e The principal of the General Partner, Hal T. Thorne, submitted an unaudited financial statement as of
October 1, 2005.

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

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

proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

e The Applicant’s direct construction costs differ from the Underwriter's Marshall and Swift-based
estimate by more than 5%.

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

Underwriter: Date: March 9, 2006
Phillip Drake

Underwriter: Date: March 9, 2006
Brenda Hull

Director of Real Estate Analysis: Date: March 9, 2006
Tom Gouris
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Lindbergh Parc Senior Apts., Fort Worth HTC #05452

Type of Unit Number Bedrooms | No. of Baths Size In SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SF Tnt-Pd Util Wtr, Swr, Trsh
TC 60% 100 1 1 813 $705 $636 $63,600 $0.78 $69.00 $22.00
TC 60% 96 2 2 1,045 846 $762 73,152 0.73 84.00 24.00
TOTAL: 196 AVERAGE: 927 $774 $698 $136,752 $0.75 $76.35 $22.98

INCOME Total Net Rentable Sq Ft: 181,620 TDHCA APPLICANT Comptroller's Region 3
POTENTIAL GROSS RENT $1,641,024 $1,641,024 IREM Region Fort Worth
App. Fees, Garages, Storage Per Unit Per Month: $20.00 47,040 61,236 $26.04 Per Unit Per Month
Other Support Income 0 0
POTENTIAL GROSS INCOME $1,688,064 $1,702,260
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (126,605) (127,668) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $1,561,459 $1,574,592
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 4.38% $349 0.38 $68,391 $51,253 $0.28 $261 3.26%

Management 4.08% 325 0.35 63,635 62,983 0.35 321 4.00%

Payroll & Payroll Tax 12.49% 995 1.07 195,045 192,407 1.06 982 12.22%

Repairs & Maintenance 5.48% 436 0.47 85,550 81,140 0.45 414 5.15%

Utilities 2.88% 229 0.25 44,892 31,267 0.17 160 1.99%

Water, Sewer, & Trash 3.46% 276 0.30 54,048 70,000 0.39 357 4.45%

Property Insurance 2.91% 232 0.25 45,405 64,679 0.36 330 4.11%

Property Tax 3.38 12.71% 1,013 1.09 198,502 186,200 1.03 950 11.83%

Reserve for Replacements 2.51% 200 0.22 39,200 57,965 0.32 296 3.68%

Other: 0.97% 77 0.08 15,120 12,000 0.07 61 0.76%

TOTAL EXPENSES 51.86% $4,132 $4.46 $809,788 $809,894 $4.46 $4,132 51.44%
NET OPERATING INC 48.14% $3,835 $4.14 $751,671 $764,698 $4.21 $3,902 48.56%
DEBT SERVICE
First Lien Mortgage 44.01% $3,506 $3.78 $687,126 $695,581 $3.83 $3,549 44.18%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW 4.13% $329 $0.36 $64,545 $69,117 $0.38 $353 4.39%
AGGREGATE DEBT COVERAGE RATIO 1.09 1.10
RECOMMENDED DEBT COVERAGE RATIO 1.11
CONSTRUCTION COST

Descrigtion Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 4.64% $4,592 $4.96 $900,000 $900,000 $4.96 $4,592 4.79%
Off-Sites 0.49% 486 0.52 95,276 95,276 0.52 486 0.51%
Sitework 7.57% 7,497 8.09 1,469,500 1,469,500 8.09 7,497 7.82%
Direct Construction 51.84% 51,358 55.42 10,066,176 9,490,074 52.25 48,419 50.51%
Contingency (Ins. & B 0.00% 0.00% 0 0.00 0 0 0.00 0 0.00%
General Req'ts 5.70% 3.39% 3,355 3.62 657,574 657,574 3.62 3,355 3.50%
Contractor's G & A 1.90% 1.13% 1,118 1.21 219,191 219,191 1.21 1,118 1.17%
Contractor's Profit 5.70% 3.39% 3,355 3.62 657,574 657,574 3.62 3,355 3.50%
Indirect Construction 4.32% 4,277 4.62 838,296 838,296 4.62 4,277 4.46%
Ineligible Costs 6.35% 6,295 6.79 1,233,792 1,183,210 6.51 6,037 6.30%
Developer's G & A 4.32% 3.22% 3,193 3.45 625,897 625,897 3.45 3,193 3.33%
Developer's Profit 10.08% 7.52% 7,451 8.04 1,460,426 1,460,426 8.04 7,451 7.77%
Interim Financing 2.97% 2,942 3.17 576,611 576,611 3.17 2,942 3.07%
Reserves 3.18% 3,146 3.39 616,526 616,526 3.39 3,146 3.28%
TOTAL COST 100.00% $99,066 $106.91 $19,416,838 $18,790,155 $103.46 $95,868 100.00%
Recap-Hard Construction Costs 67.31% $66,684 $71.96 $13,070,015 $12,493,913 $68.79 $63,744 66.49%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 54.49% $53,983 $58.26 $10,580,700 $10,580,700 $10,580,700 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 $2,086,323
HTC Syndication Proceeds 36.98% $36,635 $39.54 7,180,474 7,180,474 7,254,243 % of Dev. Fee Deferred
Deferred Developer Fees 5.30% $5,250 $5.67 1,028,982 1,028,982 955,212 46%
Additional (Excess) Funds Req'd 3.23% $3,197 $3.45 626,683 (0) 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $19,416,838 $18,790,155 $18,790,155 $2,770,475
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Lindbergh Parc Senior Apts., Fort Worth HTC #05452

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $10,580,700 Amort 480
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 5.87% DCR 1.09
Base Cost |$ 47.10] $8554,637
Adjustments Secondary $0 Amort
Exterior Wall Finish 2.88% $1.36 $246,374 Int Rate Subtotal DCR 1.09
Elderly/9-Ft. Ceilings 6.36% 3.00 544,075
Elevators $46,500 4 1.02 186,000 Additional $7,180,474 Amort
Subfloor (0.75) (135,610) Int Rate Aggregate DCR 1.09
Floor Cover 2.22 403,196
Porches/Balconies $20.33 16072 1.80 326,744 RECOMMENDED FINANCING STRUCTURE APPLICANT'S I
Plumbing $680 288 1.08 195,840
Built-In Appliances $1,675 196 1.81 328,300 Primary Debt Service $687,126
Stairs $1,650 30 0.27 49,500 Secondary Debt Service 0
Enclosed Corridors $ 4176 55122 12.67 2,301,996 Additional Debt Service 0
Heating/Cooling 1.73 314,203 NET CASH FLOW $77,572
Garages $16.04 4,000 0.35 64,160
Comm &/or Aux Bldgs $ 4710 9,650 2.50 454,533 Primary $10,580,700 Amort 480
Carports $8.90 7,500 0.37 66,750 Int Rate 5.87% DCR 111
SUBTOTAL 76.54 13,900,697
Current Cost Multiplier 1.01 0.77 139,007 Secondary $0 Amort 0
Local Multiplier 0.89 (8.42) (1,529,077) Int Rate 0.00% Subtotal DCR 111
TOTAL DIRECT CONSTRUCTION COSTS $68.88 $12,510,627
Plans, specs, survy, bld prn{ ~ 3.90% ($2.69) ($487,914) Additional $7,180,474 Amort 0
Interim Construction Interes| ~ 3.38% (2.32) (422,234) Int Rate 0.00% Aggregate DCR 111
Contractor's OH & Profit 11.50% (7.92) (1,438,722)
NET DIRECT CONSTRUCTION COSTS $55.95 $10,161,757

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,641,024 $1,690,255 $1,740,962 $1,793,191 $1,846,987 $2,141,164 $2,482,196 $2,877,546  $3,867,181
Secondary Income 61,236 63,073 64,965 66,914 68,922 79,899 92,625 107,378 144,307
Contractor's Profit 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,702,260 1,753,328 1,805,928 1,860,105 1,915,909 2,221,063 2,574,821 2,984,923 4,011,487
Vacancy & Collection Loss (127,668)  (131,500) (135,445) (139,508) (143,693) (166,580) (193,112) (223,869) (300,862)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $1,574,592 $1,621,828 $1,670,483 $1,720,598 $1,772,215 $2,054,483 $2,381,709 $2,761,054  $3,710,626
EXPENSES at 4.00%
General & Administrative $51,253 $53,303 $55,435 $57,653 $59,959 $72,949 $88,754 $107,982 $159,840
Management 62,983 64872.4282 66818.60105 68823.15908 70887.85385 82178.45115 95267.34789  110440.9665 148423.4239
Payroll & Payroll Tax 192,407 200,103 208,107 216,432 225,089 273,855 333,187 405,373 600,050
Repairs & Maintenance 81,140 84,386 87,761 91,271 94,922 115,488 140,508 170,950 253,047
Utilities 31,267 32,518 33,818 35,171 36,578 44,503 54,144 65,875 97,511
Water, Sewer & Trash 70,000 72,800 75,712 78,740 81,890 99,632 121,217 147,479 218,306
Insurance 64,679 67,266 69,957 72,755 75,665 92,058 112,003 136,269 201,711
Property Tax 186,200 193,648 201,394 209,450 217,828 265,021 322,438 392,295 580,693
Reserve for Replacements 57,965 60,284 62,695 65,203 67,811 82,502 100,377 122,124 180,773
Other 12,000 12,480 12,979 13,498 14,038 17,080 20,780 25,282 37,424
TOTAL EXPENSES $809,894  $841,660 $874,678 $908,996 $944,668 $1,145,266 $1,388,676 $1,684,070  $2,477,778
NET OPERATING INCOME $764,698  $780,168 $795,806 $811,601 $827,547 $909,218 $993,034 $1,076,984  $1,232,847
DEBT SERVICE
First Lien Financing $687,126  $687,126 $687,126 $687,126 $687,126 $687,126 $687,126 $687,126 $687,126
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $77,572 $93,043 $108,680 $124,475 $140,422 $222,092 $305,908 $389,858 $545,721
DEBT COVERAGE RATIO 111 1.14 1.16 1.18 1.20 1.32 1.45 157 1.79
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LIHTC Allocation Calculation - Lindbergh Parc Senior Apts., Fort Worth HTC #05452

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land $900,000 | $900,000
Purchase of buildings
(2) Rehabilitation/New Construction Cost
On-site work $1,469,500 $1,469,500 $1,469,500 | $1,469,500
Off-site improvements $95,276 $95,276
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $9,490,074 |  $10,066,176 | $9,490,074 | $10,066,176
(4) Contractor Fees & General Requirements
Contractor overhead $219,191 $219,191 $219,191 $219,191
Contractor profit $657,574 $657,574 $657,574 $657,574
General requirements $657,574 $657,574 $657,574 $657,574
(5) Contingencies
(6) Eligible Indirect Fees $838,296 $838,296 $838,296 $838,296
(7) Eligible Financing Fees $576,611 $576,611 $576,611 $576,611
(8) All Ineligible Costs $1,183,210 $1,233,792
(9) Developer Fees
Developer overhead $625,897 $625,897 $625,897 $625,897
Developer fee $1,460,426 $1,460,426 $1,460,426 $1,460,426
(10) Development Reserves $616,526 $616,526
TOTAL DEVELOPMENT COSTS $18,790,155 $19,416,838 $15,995,143 $16,571,245
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $15,995,143 $16,571,245
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $20,793,686 $21,542,618
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $20,793,686 $21,542,618
Applicable Percentage 3.56% 3.56%
TOTAL AMOUNT OF TAX CREDITS $740,255 $766,917
Syndication Proceeds 0.9800 $7,254,245 $7,515,523
Total Credits (Eligible Basis Method) $740,255 $766,917
Syndication Proceeds $7,254,245 $7,515,523
Requested Credits $740,255
Syndication Proceeds| $7,254,243
Gap of Syndication Proceeds Needed $8,209,455
Credit Amount $837,729
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Applicant Evaluation ||

Project ID # 05452 Name: Lindberg Parc Senior Apartments City: Fort Worth

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

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

N/A ' No

[ ] No

National Previous Participation Certification Received: [ Yes

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

Projectsin Material Noncompliance

Total # of Projectsmonitored: 0 # in noncompliance: 0
Yes [ ] No
Projects zerotonine: 0 Projectsnot reported  Yes [ ]
grouped ten to nineteen: 0 # monitored with ascore lessthan thirty: 0 in application No
by score twenty to twenty-nine: 0 # not yet monitored or pending review: 4 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable U]
Review pending [] Review pending [] Review pending L]
No unresolved issues [] No unresolved issues L] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that ] Issues found regarding late audit [ ] Unresolved issues found that ]
warrant disqualification : warrant disqualification
Unresolved issues found that U]
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 1/27/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis
(Cost Certification and Workout)
Not applicable [ Not applicable Not applicable [
Review pending [ Review pending [ Review pending [
No unresolved issues No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that [ Unresolved issues found that Unresolved issuesfound that [
warrant disqualification warrant disqualification warrant disqualification
(Comments attached) (Comments attached) (Comments attached)
Reviewer S. Roth Reviewer Sandy M. Garcia Reviewer
Date 1 /30/2006 Date 1/27/2006 Date
Community Affairs Office of Colonia I nitiatives Financial Administration
No relationship [ Not applicable [ No delinquencies found
Review pending [ Review pending [] Delinquencies found [
No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [
Unresolved issues found that [ Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer Reviewer Reviewer Melissa M. Whitehead
Date Date Date 1/30/2006

Executive Director:

Edwina Carrington

Executed: onday, February 06, 2006



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
March 20, 2006

Action Item
Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for TownParc at Bastrop.

Summary of the Transaction

The application was received on November 22, 2005. The Issuer for this transaction is Bastrop HFC. The
development is to be located at State Highway 304 and Home Depot Way out of Hunters Crossing Master
Development in Bastrop. Demographics for the census tract include AMFI of $60,951; the total population is
7438; the percent of population that is minority is 27.87%; the percent of population that is below the poverty line
is 9.06%; the number of owner occupied units is 2242; the number of renter units is 518 and the number of vacant
units is 268. The percent of population that is minority for the entire City of Bastrop is 38%. (census information
from FFIEC Geocoding for 2005) The development is new construction and will consist of 244 total units targeting
an intergenerational population, with all affordable. The site is currently properly zoned for such a development.
The Department has received no letters in support and no letters in opposition. The bond priority for this
transaction is:

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

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

[ ] Priority 1C: Set aside 100% of unitsthat cap rents at 30% of 60% AMFI (Only for projects
located in acensustract with median income that is greater than the median
income of the county MSA, or PM SA that the QCT islocated in.

(MUST receive 4% Housing Tax Credits)

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

[ ] Priority 3: Any qualified residential rental development.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for TownParc at Bastrop.

Pagel of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Town Parc at Bastrop Apartments, TDHCA Number 05450

BASIC DEVELOPMENT INFORMATION

Site Address: State Highway 304 and Home Depot Way Development #: 05450
City: Bastrop Region: 7 Population Served: Intergenerational
County: Bastrop Zip Code: 78602 Allocation;

HTC Set Asides: [ At-Risk [ Nonprofit [JuspAa L Rural Rescue HTC Purpose/Activity: NC

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: Bastrop HFC

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

OWNER AND DEVELOPMENT TEAM
Owner: Finlay Interests 33, Ltd

Christopher C. Finlay - Phone: (904) 694-1015

Developer: Finlay Development, LLC

Housing General Contractor: Charter Contractors, Inc.

Architect: Parker & Associates

Market Analyst: Apartment Market Data Research Services, LLC
Syndicator: PNC Multifamily Capital

Supportive Services: To Be Determined

Consultant: Not Utlized

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 244

0 0 0 244 0 0 Market Rate Units: 0

Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0

0 68 116 60 0 Total Development Units: 244

Type of Building: 5 units or more per bldng Total Development Cost: $24,708,208
Number of Residential Buildings: 8

Note: If Development Cost =$0, an Underwriting Report has not been completed.

FUNDING INFORMATION

Applicant Department

Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $760,050 $760,050 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

3/13/2006 08:49 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Town Parc at Bastrop Apartments, TDHCA Number 05450

PUBLIC COMMENT SUMMARY

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

State/Federal Officials with Jurisdiction:

TX Senator: Armbrister, District 18 NC Points: \ 0 US Representative: Hinojosa, District 15, NC
TX Representative: Cook, District 17 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Tom Scott, Mayor, City of Bastrop - NC Resolution of Support from Local Government

Jeff Holberg, City Manager, City of Bastrop - The proposed
"Town Parc at Bastrop" multifamily development is in
general conformity with the "Bastrop Comprehensive Plan".

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

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

CONDITIONS OF COMMITMENT

1. Per 849.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (‘LURA").”

2. Receipt, review, and acceptance of documentation verifying the proposed 100% property tax exemption five business days prior to bond
closing.

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

3/13/2006 08:49 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Town Parc at Bastrop Apartments, TDHCA Number 05450

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

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

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0

Recommendation:

4% Housing Tax Credits with Bond Issuance: Credit Amount: $760,050

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $760,050 annually for ten years, subject to
conditions.

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

Recommendation:

3/13/2006 08:49 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: March 9, 2006 PROGRAM: 4% HTC FILE NUMBER: 05450

DEVELOPMENT NAME

TownParc at Bastrop Apartments

APPLICANT
Name: Finlay Interests 33, Ltd Type: For-profit
Address: 4300 March Landing Blvd, Suite 101 City: Jacksonville Beach Statee  FL
Zip: 32250 Contact:  Christopher Finlay Phone: (904) 694-1015 Fax: (904) 694-1067

PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS

Managing General Partner, Housing Authority

Name R 0 Y- -
) HACB-TownParc, LLC (%): .0051 Title: Subsidiary
!\lame Finlay InterestsGP 33, LLC  (%): .0049 Title  Specia Limited Partner
Name  cinlay GP Holdings, Ltd. %): N/A  Title  100% Owner of Finlay Interests GP 33, LLC
!\lame Finlay Holdings, Inc. (%): N/A  Title  100% Owner of Finlay GP Holdings, Ltd.
Name Finlay Development, LLC (%): N/A Title  Developer
Name , ' o . 100% Owner of Finlay Holdings, Inc. and Finlay
i Christopher Finlay (%): N/A  Title Development, LLC
PROPERTY LOCATION
Location:  State Highway 304 and Home Depot Way [l QcT [l DDA
City: Bastrop County: Bastrop Zip: 78602
REQUEST
Amount Interest Rate Amortization Term
$760,050 N/A N/A N/A

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

Proposed Use of Funds: New construction Property Type: Multifamily

Special Purpose(s): Rural, Family and Elderly - Intergenerational

RECOMMENDATION

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$760,050 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS

1 Receipt, review, and acceptance of documentation verifying the proposed 100% property tax
exemption five business days prior to bond closing.

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




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

REVIEW of PREVIOUS UNDERWRITING REPORTS

TownParc at Bastrop (TDHCA #04444, 144 family units) was recommended and received Board approval
for $411,039 in annual tax credits in October 2004. The Underwriting report had the following condition:
Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated
and an adjustment to the credit all ocation amount may be warranted.

According to the Applicant, the funds were not sufficient to cover the rapidly escalating construction costs
following the catastrophic 2004 hurricane season and the Applicant decided not to pursue the devel opment.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS
Total # Rental # Non-Res. # of ! .
Unitss = Buildings ~ Buildings = Floors Age  N/A yis Vacant: NA - / /
Net Rentable

SE: 237,128 Av Un SF: 972 Common AreaSF: 7,332  GrossBldg SF: 244,460

STRUCTURAL MATERIALS

The structures will be wood frame on slab on grade. According to the plans provided in the application the
exteriors will be comprised as follows. 50% masonry/brick veneer/50% cement fiber siding and wood trim.
The interior wall surfaces will be drywall and the pitched roofs will be finished with asphalt composite
shingles.

APPLIANCES AND INTERIOR FEATURES

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

ONSITE AMENITIES

As an intergenerational development, the site will provide separate amenities for each age group. The family
community building will include an activity room, management offices, fithess center, maintenance, laundry
facilities, a kitchen, restrooms, a computer/business center, and a central mailroom. The family community
building and swimming pool are located at the entrance to the property. The community room dedicated to
senior residents will include an activity room, management offices, fitness center, restrooms, laundry room, a
kitchen, mailroom, and a game/recreation center. The senior building housing the community room is next to
the senior swimming pool; they are located in the middle of the property. In addition, a sports court,
shuffleboard area and separate senior and family perimeter fencing with limited access gates are planned for
the site. The development will include a hard-wired security system composed of carded gate entries for both
the family and senior components; carded entries for the family and senior clubhouses; and carded entries for
the senior building.

Uncovered Parking: 484 spaces Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: The subject is a 20-unit per acre new construction development of 244 units of affordable
housing located in Bastrop. The development is comprised of eight evenly distributed large garden style,
walk-up and elevator-served residential buildings as follows:

e FiveBuilding Type One with 12 two-bedroom/two-bath units and 12 three-bedroom/two-bath units;

e OneBuilding Type Two with 24 two-bedroom/two-bath units;

e One Building Type Three with 36 one-bedroom/one-bath units;

e OneBuilding Type Four with 32 one-bedroom/one-bath units and 32 two-bedroom/two-bath units.
Architectural Review: The building and unit plans are of good design, sufficient size and are comparable to

other modern apartment developments. They appear to provide acceptable access and storage. The
elevations reflect attractive buildings.




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

SITE ISSUES

SITE DESCRIPTION

Size: 12.455 acres 540,144 square feet Flood Zone Designation: Zone X

Zoning:  Planned Development District-PDD (allows multifamily development up to 25-units per acre)

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: Bastrop islocated in Central Texas, approximately 30 miles east from Austin in Bastrop County.
The siteis airregularly-shaped parcel located in the western area of Bastrop, approximately three miles from
the central business district. The siteis situated on the west side of State Highway 304.

Adjacent L and Uses:

e North: Home Depot Way immediately adjacent and commercial development beyond;

e South: vacant land immediately adjacent and single-family residential beyond;

e East: State Highway 304 immediately adjacent and pecan orchard beyond; and

e West: public utility easement immediately adjacent and vacant land beyond.

Site Access. Access to the family residences is from the east or west along Home Depot Way and access to
the senior residences is from the north or south from State Highway 304. The development is to have two
main entries. Access to State Highway 71 is less than one mile north, which provides connections to all other
major roads serving the Austin area.

Public Transportation: The availability of public transportation was not identified in the application
materials.

Shopping & Services. The site iswithin three miles of major grocery/pharmacies, shopping centers, aand a
variety of other retail establishments and restaurants. Schools, and hospitals and health care facilities are
located within a short driving distance from the site.

Site I nspection Findings: TDHCA staff performed a site inspection on December 15, 2005 and found the
location to be acceptable for the proposed devel opment.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase | Environmental Site Assessment report dated January 2006 was prepared by Horizon
Environmental Services, Inc. and contained the following findings and recommendations.

Findings:
e Asbestos-Containing Materials (ACM): “No structures or any other potential occurrences of ACMs
were observed on the subject site during the field investigation” (p. 5-4).

e Lead-Based Paint (LBP): “...it is Horizon's opinion that there is a low potential for the occurrence of
high levels of lead in dust or soils due to deteriorated lead-based paints’ (p.5-5).

e Radon: “...data indicate that radon levels in Bastrop County are average indoor levels and below EPA
levels of concern” (p. 5-4).

e Noise: “It is Horizon's opinion that there is a low potential for sources of excessive noise that would
impact the site” (p. 5-6).

e Floodplain: “Flood Insurance Rate Map (FIRM) Nos. 48021C0114 C and 48021C0124 C, prepared for
Bastrop County, Texas by the FEMA and dated 19 August 1991, showed that none of the subject site lies
within the 100-year floodplain boundaries (FEMA, 1991) (Figure 5-1)” p. 5-2.

Recommendations: “Based upon a review of regulatory literature, historical information , and a site
reconnaissance, the subject site was found to have a low probability for environmental risk or liability from
hazardous materials and substances, and Horizon recommends no additional investigations, studies, or
sampling efforts for any hazardous substances or materials at the time of thisinvestigation” (p. 7-1).

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
3




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

set-aside. As a Priority 2 private activity bond lottery project 100% of the units must have rents restricted to
be affordable to households at or below 60% of AMGI. All of the units will be reserved for low-income (180
units) and elderly (64 units) tenants earning 60% or less of AMGI.

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

60% of AMI $29,880 $34,140 $38,400 $42,660 $46,080 $49,500

MARKET HIGHLIGHTS

A market feasibility study dated November 28, 2005 was prepared by Apartment Market Data (“Market
Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “For this analysis we utilized a “primary market area’
comprising a 13 mile radius around the site as a Trade Area. This trade area encompasses 530.84 sguare
miles’ (p. 3).

Population: The estimated 2005 population of the primary market area was 46,228 and is expected to
increase by 19.4% to approximately 55,216 by 2010. Within the primary market area there were estimated
to be 13,795 households in 2005, including 4,595 senior households.

Total Primary Market Demand for Rental Units: For the family units, the Market Analyst calculated a
total demand of 430 qualified households in the PMA (p. 8), based on the current estimate of 13,795
households, the projected annua growth rate of 3.9% (p. 5), renter households estimated at 21.6% of the
population, income-qualified households estimated at 21.5% (p.43), and an annua renter turnover rate of
69.2% (p. 45). The Market Analyst used an income band of $22,663 to $46,080 (p. 39).

For the senior units, the Market Analyst calculated a total demand of 117 qualified households in the PMA
(p. 9), based on the current estimate of 4,599 senior households (p. 41), the projected annual growth rate of
3.9% (p. 5), renter households estimated at 23.9% of the population (p. 43), income-qualified households
estimated at 15.1% of the senior households (p. 41), and an annual renter turnover rate of 69.2%. (p. 45).
The Market Analyst used an income band of $19,830 to $34,140 (p. 41).

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst - | Market Analyst - Underwriter- Underwriter-
Family Senior Family Senior
Units of % of % of Units of % of % of
Units of Total Total Units of
Type of Demand | Deman Total Deman Total
Demand Deman Deman Demand
d Demand d d d Demand
Resident Turnover 421 97.9% 115 98.3% 427 95.9% 129 96.1%
Household Growth 9 2.1% 2 1.7% 18 4.1% 5 3.9%
TOTAL
DEMAND 430 100% 117 100% 445 100% 134 100%
Ref: p.7-8

Inclusive Capture Rate: For the family units, the Market Analyst calculated an inclusive capture rate of
41.9% based upon 430 units of demand and 180 unstabilized affordable housing in the PMA (including the
subject) (p. 8). For the senior units, the Market Analyst calculated an inclusive capture rate of 54.7% based
upon 117 units of demand and 64 unstabilized affordable housing in the PMA (including the subject) (p. 9).
The Underwriter calculated an inclusive capture rate for the family units of 40.4% based upon a supply of
unstabilized comparable affordable units of 180 divided by a revised demand of 445. The Underwriter
calculated a senior inclusive capture rate of 47.6% based upon a supply of unstabilized comparable
affordable units of 64 divided by a revised demand of 134. The capture rates are within the Department’s
guidelines of 100% for senior and rural developments.

Market Rent Comparables: The Market Analyst surveyed one comparable apartment project in the
4




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS

MULTIFAMILY UNDERWRITING ANALYSIS

primary market areatotaling 160 units (p. 12) and surveyed two comparable apartment developments outside

of the PMA.
RENT ANALY SIS (net tenant-paid rents)
Unit Type (% AMI/SF)| Proposed Program Max Differential Est. Market Differential
1-Bedroom (60%/700) $600 $739 -$139 $610 -$10
1-Bedroom (60%/725) $600 $739 -$139 $620 -$20
2-Bedr oom (60%/960) $750 $881 -$131 $800 -$50
2-Bedr oom (60%/1017) $750 $881 -$131 $815 -$65
3-Bedr oom (60%/1208) $850 $1,013 -$163 $940 -$90

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

Primary Market Occupancy Rates. “The current occupancy of the market areais 96.4% as a result of in
migration of new households and limited new construction. This does not reflect Oak Grove Apartments, a
tax credit property with 48 units, which refused to participate in Apartment MarketData's survey” (p. 9).
According to data from the TDHCA Central Database, Oak Grove | and Oak Grove Il Apartments are 96%
occupied. The Willows Apartments, a 32-unit HTC property allocated in 1995 located outside of the PMA in
Smithville, reports an occupancy rate of 84%. “Apartment MarketData conducted an analysis of the one
competitive market rate projecting consisting of 160 conventional units within the Primary Trade Area. This
project was constructed in 2002. The occupancy rate for the market rate one bedrooms is 98.4%, for market
rate two bedrooms it is 96.3%, the occupancy for the market rate three bedroom units is 93.8%, and the
overall average occupancy for market rate unitsis 96.9%" (p. 11).

Absorption Projections. “Absorption over the previous fourteen years for all unit types (family & senior)
is estimated to be 24 units per year. We expect this to increase as the number of new household continues to
grow, and as additional rental units become available” (p. 10). “Our best guess would be that TownParc at
Bastrop would lease at a rate of approximately 7% to 10% of its units per month as they come on line for
occupancy from construction” (p. 11).

Known Planned Development: The Market Analyst identified no other known planned devel opment.

Effect on Existing Housing Stock: “The proposed project is not likely to have a dramatically detrimental
effect on the balance of supply and demand in this market since newer units are more highly occupied. Also,
based on an analysis of the affordable housing market, there is a shortage of affordable housing in this
market” (p. 10).

Other Relevant Information: “The new Hyatt Regency Lost Pines Resort and Spa is expected to add an
additional 700 jobs to the area. This project, along with other new retail centers, is expected to add
significantly to the Bastrop employment base. Therefore, we believe that the forecast of demand growth does
not fully reflect the household growth we see coming to the Bastrop market” (p.13).

Market Study AnalysigConclusions. The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are significantly lower than the maximum rents allowed under
HTC guidelines, reflecting the state of the subject market and the syndicator’s desire to provide units at
below market rent. There is the potential for additional income (approximately $162K) if the Applicant
chooses to increase rents to the market levels, as supported by the market study. The Underwriter assumed
market rents for the development. If the Applicant were able to charge the maximum program rents, there is
the potential for an additional $251K in income over the Underwriter’s estimates. Estimates of secondary
income and vacancy and collection losses are in line with TDHCA underwriting guidelines. As aresult of the
difference in rent projections, the Applicant’s effective gross income estimate is $150K less than the
Underwriter’ s estimate.

Expenses: The Applicant’s total expense estimate of $3,140 per unit is within 10% of the Underwriter’s
database-derived estimate of $3,477 per unit for comparably-sized developments. The Applicant’s budget
shows severa line item estimates that deviate significantly when compared to the database averages,
particularly general and administrative ($51K lower), payroll ($35K lower), utilities ($40K lower), and
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TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

water, sewer, and trash ($40K higher). The Underwriter discussed these differences with the Applicant but
was unable to reconcile them even with additional information provided by the Applicant. The Applicant and
Underwriter assumed no property taxes due to the participation of the Housing Authority of the City of
Bastrop in the ownership structure of the development. Receipt, review, and acceptance of documentation
verifying the proposed 100% property tax exemption five business days prior to bond closing is a condition
of this report.

Conclusion: The Applicant’s estimated income and total estimated operating expense is inconsistent with
the Underwriter’ s expectations and the Applicant’s net operating income (NOI) estimate is not within 5% of
the Underwriter’s estimate. Therefore, the Underwriter’s NOI will be used to evaluate debt service capacity.
In both the Applicant’s and the Underwriter’ s income and expense estimates there is sufficient net operating
income to service the proposed first lien permanent mortgage at a debt coverage ratio that is within the
TDHCA underwriting guidelines of 1.10 to 1.30.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE
Land: 105.204 acres $3,326,244 Assessment for the Year of: 2005
Land: 1acre $31,617 Valuation by: Bastrop County Appraisal District
Total Assessed Value (12.455 acres): $393,791 Tax Rate: 2.3663

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Contract of Sale with Amendments (12.455 acres)

Contract Expiration Date: 2/ 15/ 2006 Anticipated Closing Date: 2/ 15/ 2006

Closing date may be five days after the

Acquisition Cost: $1,416,029 Other Termg/Conditions: filing of the final Plat in the Plat Records

Seller:  Sabine Investment Company Related to Development Team Member: ~ No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The acquisition price is assumed to be reasonable since the acquisition is an arm’s-
length transaction.

Sitework Cost: The Applicant’s claimed sitework costs of $5,062 per unit are within the Department’s
alowable guidelines for multifamily developments without requiring additional justifying documentation.

Direct Construction Cost: The Applicant’s costs are more than 5% different than the Underwriter's
Marshall & Swift Residential Cost Handbook-derived estimate after all of the Applicant’s additional
justifications were considered. This would suggest that the Applicant’s direct construction costs are
overstated.

Fees: The Applicant’s contractor’s and developer’s fees for general requirements, general and administrative
expenses, and profit are all within the maximums allowed by TDHCA guidelines.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter's verifiable
estimate and is therefore acceptable. Since the Underwriter has been able to verify the Applicant’s projected
costs to a reasonable margin, the Applicant’s total cost breakdown is used to calculate eligible basis and
determine the HTC allocation. As a result, an eligible basis of $21,531,148 is used to determine a credit
allocation of $762,203. This is $2,153 more than requested due to the Applicant’s use of a lower applicable
percentage of 3.53% rather than the 3.54% underwriting rate used for applications received in November
2005. The resulting syndication proceeds will be compared to the Applicant’s request and the gap of need to
determine the recommended credit amount, see Financing Conclusions below.




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source:  PNC Multifamily Capital Contact: ~ Robert Courtney

Tax-Exempt Amount:  $15,000,000 Interest Rate: 5.75%%

Additional Information:

Amortization: 30 yrs Term: 30 yrs Commitment: [ ] LOl [] Firm [X] Conditional

Annual Payment: $1,050,431 Lien Priority: 1% Date 2/ 15/ 2006
TAX CREDIT SYNDICATION
Sourcel PNC Multifamily Capital Contact: Robert Courtnet
Net Proceeds: $7,447,745 Net Syndication Rate (per $1.00 of 10-yr HTC) 98¢
Commitment: [] Lol [ ] Firm X Conditional  Date: 1/ 21 2005

Additional Information: Based on credit amount of $760,050

APPLICANT EQUITY

Amount:  $2,260,463 Sour ce: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Bastrop Housing
Finance Corporation and purchased by PNC Multifamily Capital. Credit enhancement will be provided by a
letter of credit provided by PNC Multifamily Capital. The financing commitment is consistent with the
terms reflected in the sources and uses of funds listed in the application.

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

Deferred Developer’s Fees: The Applicant’s proposed deferred developer’s fees of $2,260,463 amount to
81% of the total fees.

Financing Conclusions: The Applicant’s request of $760,050 in annual tax credits is less than estimated
annual tax credit amount based on eligible basis and the amount calculated based on the gap in need.
Therefore, the Underwriting recommendation is for $760,050 in annual tax credits, resulting in syndication
proceeds of approximately $7,447,745. Based on the underwriting analysis, the Applicant’s deferred
developer fee will be $2,260,463, which represents approximately 81% of the eligible fee and which should
be repayable from cash flow within ten years.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant and Developer are related entities; this is a common relationship for HTC-funded
developments. The Housing Authority subsidiary and Housing Finance Corporation are entities created by
the City of Bastrop.

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

Financial Highlights:

e The Applicant and Managing General Partner (subsidiary of the Housing Authority of the City of
Bastrop) are single-purpose entities created for the purpose of receiving assistance from TDHCA and
therefore have no material financial statements.

e The Housing Authority of the City of Bastrop submitted an audited financial statement as of September
30, 2004 reporting total assets of $2.2M and consisting of $258K in cash and cash equivaents, $179K in
inventory, $16K in accounts receivable, $896K in deposits, and $885K in capital assets. Liabilities
totaled $457K, resulting in anet worth of $1.78M.

e Christopher Finlay submitted an unaudited financial statement as of October 31, 2005 and is anticipated
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TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

to be guarantor of the development.
Background & Experience: Multifamily Finance Production staff have verified that the Department’s
experience requirements have been met and Portfolio Management and Compliance staff will ensure that the
proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

e The Applicant’s operating proformais more than 5% outside of the Underwriter’ s verifiable range.

e The Applicant’s direct construction costs differ from the Underwriter's Marshall and Swift-based
estimate by more than 5%.

e The development could potentialy achieve an excessive profit level (i.e.,, a DCR above 1.30) if the
maximum tax credit rents can be achieved in this market.

e The anticipated ad valorem property tax exemption may not be received or accepted as proposed and
failure to achieve such exemption could adversely affect the proposed devel opment.

Underwriter: Date: March 9, 2006
Brenda Hull

Director of Real Estate Analysis: Date: March 9, 2006
Tom Gouris




MULTIFAMILY COMPARATIVE ANALYSIS

TownParc at Bastrop, Bastrop, 4% HTC, #05450

Type of Onit | Number Bedrooms ] No. of Bans, SizemoF ] Gross RentLmt. Net Rent per Unit [ Rent per Month WerSF Tht-Pd Ul Wir, Swr, Trsh ]
TC 60% 32 1 1 700 $800 $610 $19,520 $0.87 $61.00 $42.00
TC 60% 36 1 1 725 800 $620 22,320 0.86 61.00 42.00
TC 60% 32 2 2 960 960 $800 25,600 0.83 79.00 51.00
TC 60% 84 2 2 1,017 960 $815 68,460 0.80 79.00 51.00
TC 60% 60 3 2 1,208 1109 $940 56,400 0.78 96.00 59.00
TOTAL: 244 AVERAGE: 972 $952 $788 $192,300 $0.81 $78.16 $50.46

INCOME Total Net Rentable Sq Ft: 237,128 TDHCA APPLICANT Comptroller's Region 7
POTENTIAL GROSS RENT $2,307,600 $2,145,600 IREM Region
Secondary Income Per Unit Per Month: $15.00 43,920 43,920 $15.00 Per Unit Per Month
Other Support Income: none 0 0
POTENTIAL GROSS INCOME $2,351,520 $2,189,520
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (176,364) (164,220) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $2,175,156 $2,025,300
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 4.78% $426 0.44 $103,873 $52,640 $0.22 $216 2.60%

Management 3.98% 355 0.37 86,569 81,012 034 332 4.00%

Payroll & Payroll Tax 11.68% 1,042 1.07 254,154 219,600 0.93 900 10.84%

Repairs & Maintenance 5.02% 447 0.46 109,092 109,800 0.46 450 5.42%

Utilities 2.63% 234 0.24 57,216 17,080 0.07 70 0.84%

Water, Sewer, & Trash 4.73% 422 0.43 102,905 142,984 0.60 586 7.06%

Property Insurance 2.73% 243 0.25 59,282 67,344 0.28 276 3.33%

Property Tax 0.00% 0 0.00 0 0 0.00 0 0.00%

Reserve for Replacements 2.24% 200 0.21 48,800 48,810 0.21 200 2.41%

Other: compl fees, supp svcs 1.23% 110 0.11 26,840 26,840 0.11 110 1.33%

TOTAL EXPENSES 39.02% $3,478 $3.58 $848,732 $766,110 $3.23 $3,140 37.83%
NET OPERATING INC 60.98% $5,436 $5.59 $1,326,424 $1,259,190 $5.31 $5,161 62.17%
DEBT SERVICE
Mortgage Revenue Bonds 48.29% $4,305 $4.43 $1,050,431 $1,050,431 $4.43 $4,305 51.87%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 12.69% $1,131 $1.16 $275,993 $208,759 $0.88 $856 10.31%
AGGREGATE DEBT COVERAGE RATIO 1.26 1.20
RECOMMENDED DEBT COVERAGE RATIO 1.26
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 5.95% $5,803 $5.97 $1,416,029 $1,377,948 $5.81 $5,647 5.58%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 5.19% 5,062 5.21 1,235,128 1,235,128 521 5,062 5.00%
Direct Construction 51.65% 50,353 51.81 12,286,018 12,996,660 54.81 53,265 52.60%
Contingency 5.00% 2.84% 2,771 2.85 676,057 711,589 3.00 2,916 2.88%
General Req'ts 6.00% 3.41% 3,325 3.42 811,269 853,907 3.60 3,500 3.46%
Contractor's G & A 2.00% 1.14% 1,108 1.14 270,423 284,636 1.20 1,167 1.15%
Contractor's Profit 6.00% 3.41% 3,325 3.42 811,269 853,907 3.60 3,500 3.46%
Indirect Construction 3.40% 3,315 3.41 808,800 808,800 3.41 3,315 3.27%
Ineligible Costs 6.20% 6,045 6.22 1,474,897 1,474,897 6.22 6,045 5.97%
Developer's G & A 3.54% 2.66% 2,593 2.67 632,763 745,679 3.14 3,056 3.02%
Developer's Profit 11.46% 8.62% 8,404 8.65 2,050,616 2,050,616 8.65 8,404 8.30%
Interim Financing 4.16% 4,058 4.18 990,226 990,226 4.18 4,058 4.01%
Reserves 1.36% 1,329 1.37 324,215 324,215 1.37 1,329 1.31%
TOTAL COST 100.00% $97,491 $100.32 $23,787,710 $24,708,208 $104.20 $101,263 100.00%
Recap-Hard Construction Costs 67.64% $65,943 $67.85 $16,090,164 $16,935,827 $71.42 $69,409 68.54%
SOURCES OF FUNDS RECOMMENDED
Mortgage Revenue Bonds 63.06% $61,475 $63.26 15,000,000 $15,000,000 $15,000,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $2,796,295
HTC Syndication Proceeds 31.31% $30,524 $31.41 7,447,745 7,447,745 7,447,745 % of Dev. Fee Deferred
Deferred Developer Fees 9.50% $9,264 $9.53 2,260,463 2,260,463 2,260,463 81%
Additional (Excess) Funds Req'd -3.87% ($3,773) ($3.88) (920,498) 0 0 15-Yr Cumulative Cash Flow
TOTAL SOURCES $23,787,710 $24,708,208 $24,708,208 $7,651,835
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MULTIEAMILY COMPARATIVE ANALY SISeontinued) |
TownParc at Bastrop, Bastrop, 4% HTC, #05450

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $15,000,000 Amort 360
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 5.75% DCR 1.26
Base Cost | $48.44 |  $11,486,021
Adjustments Secondary Amort
Exterior Wall Finish 4.00% $1.94 $459,441 Int Rate 0.00% Subtotal DCR 1.26
Elderly/9-ft Celings 4.17% 2.02 479,202
Sprinkler System $2.70 253,524 2.89 684,515 Additional $7,447,745 Amort
Subfloor (0.75) (177,056)| Int Rate Aggregate DCR 1.26
Floor Cover 2.22 526,424
Porch/Balc/Breezeway $28.17 57,391 6.82 1,616,693 RECOMMENDED FINANCING STRUCTURE:
Plumbing $680 528 1.51 359,040
Built-In Appliances $1,675 244 1.72 408,700 Primary Debt Service $1,050,431
Interior/Exterior Stairs $1,055 66 0.29 69,600 Secondary Debt Service 0
Enclosed Corridors $38.18 9,064 1.46 346,040 Additional Debt Service 0
Heating/Cooling 2.03 481,370 NET CASH FLOW $275,993
Security System $52,700 1 0.22 52,700
Comm &/or Aux Bldgs $66.00 7,332 2.04 483,912 Primary $15,000,000 Amort 360
Elevators $54,750 2 0.46 109,500 Int Rate 5.75% DCR 1.26
SUBTOTAL 73 17,386,100
Current Cost Multiplier 1.01 0.73 173,861 Secondary $0 Amort 0
Local Multiplier 0.86 (10.26) (2,434,054)| Int Rate 0.00% Subtotal DCR 1.26
TOTAL DIRECT CONSTRUCTION COSTS $63.79 | $15,125,907
Plans, specs, survy, bld pr 3.90% ($2.49) ($589,910) Additional $7,447,745 Amort 0
Interim Construction Interes|  3.38% (2.15) (510,499)| Int Rate 0.00% Aggregate DCR 1.26
Contractor's OH & Profit 11.50% (7.34) (1,739,479)|
NET DIRECT CONSTRUCTION COSTS $51.81 | $12,286,018

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $2,307,600 $2,376,828 $2,448,133 $2,521,577 $2,597,224 $3,010,895 $3,490,452 $4,046,391 $5,438,011
Secondary Income 43,920 45,238 46,595 47,993 49,432 57,306 66,433 77,014 103,500
Other Support Income: none 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 2,351,520 2,422,066 2,494,728 2,569,569 2,646,656 3,068,200 3,556,885 4,123,405 5,541,511
Vacancy & Collection Loss (176,364)  (181,655) (187,105) (192,718) (198,499) (230,115) (266,766) (309,255) (415,613)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $2,175,156  $2,240,411 $2,307,623 $2,376,852 $2,448,157 $2,838,085 $3,290,119 $3,814,149 $5,125,898

EXPENSES at 4.00%

General & Administrative $103,873  $108,028 $112,350 $116,844 $121,517 $147,844 $179,875 $218,846 $323,945
Management 86,569 89,166 91,841 94,596 97,434 112,953 130,943 151,799 204,005
Payroll & Payroll Tax 254,154 264,320 274,893 285,889 297,325 361,741 440,113 535,465 792,619
Repairs & Maintenance 109,092 113,456 117,994 122,714 127,623 155,273 188,913 229,841 340,221
Utilities 57,216 59,505 61,885 64,360 66,935 81,436 99,080 120,545 178,437
Water, Sewer & Trash 102,905 107,021 111,302 115,754 120,384 146,466 178,198 216,805 320,924
Insurance 59,282 61,653 64,119 66,684 69,352 84,377 102,657 124,898 184,880
Property Tax 0 0 0 0 0 0 0 0 0
Reserve for Replacements 48,800 50,752 52,782 54,893 57,089 69,458 84,506 102,814 152,190
Other 26,840 27,914 29,030 30,191 31,399 38,202 46,478 56,548 83,705
TOTAL EXPENSES $848,732  $881,815 $916,196 $951,926 $989,057 $1,197,748 $1,450,762 $1,757,561 $2,580,925
NET OPERATING INCOME $1,326,424 $1,358,596 $1,391,427 $1,424,926 $1,459,101 $1,640,337 $1,839,356 $2,056,588 $2,544,972

DEBT SERVICE

First Lien Financing $1,050,431  $1,050,431 $1,050,431 $1,050,431 $1,050,431 $1,050,431 $1,050,431 $1,050,431 $1,050,431
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $275,993  $308,164 $340,996 $374,495 $408,669 $589,906 $788,925 $1,006,157 $1,494,541
DEBT COVERAGE RATIO 1.26 1.29 132 1.36 1.39 1.56 175 1.96 2.42
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LIHTC Allocation Calculation - TownParc at Bastrop, Bastrop, 4% HTC, #05450

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land | $1,377,948 | $1,416,029
Purchase of buildings
(2) Rehabilitation/New Construction Cost
On-site work $1,235,128 $1,235,128 $1,235,128 | $1,235,128
Off-site improvements
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $12,996,660 |  $12,286,018 |  $12,996,660 |  $12,286,018
(4) Contractor Fees & General Requirements
Contractor overhead $284,636 $270,423 $284,636 $270,423
Contractor profit $853,907 $811,269 $853,907 $811,269
General requirements $853,907 $811,269 $853,907 $811,269
(5) Contingencies $711,589 $676,057 $711,589 $676,057
(6) Eligible Indirect Fees $808,800 $808,800 $808,800 $808,800
(7) Eligible Financing Fees $990,226 $990,226 $990,226 $990,226
(8) All Ineligible Costs $1,474,897 $1,474,897
(9) Developer Fees
Developer overhead $745,679 $632,763 $745,679 $632,763
Developer fee $2,050,616 $2,050,616 $2,050,616 $2,050,616
(10) Development Reserves $324,215 $324,215
TOTAL DEVELOPMENT COSTS $24,708,208 $23,787,710 $21,531,148 $20,572,569
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $21,531,148 $20,572,569
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $21,531,148 $20,572,569
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $21,531,148 $20,572,569
Applicable Percentage 3.54% 3.54%
TOTAL AMOUNT OF TAX CREDITS $762,203 $728,269
Syndication Proceeds 0.9799 $7,468,839 $7,136,322
Total Credits (Eligible Basis Method) $762,203 $728,269
Syndication Proceeds $7,468,839 $7,136,322
Requested Credits $760,050
Syndication Proceeds| $7,447,745
Gap of Syndication Proceeds Needed $9,708,208
Credit Amount $990,733
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Applicant Evaluation ||

Project ID # 05450 Name: TownParc at Bastrop City: Bastrop

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

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

Yeﬁ DNo

VI No

National Previous Participation Certification Received: RV

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

Projectsin Material Noncompliance

Tota # of Projects monitored: 5 #in noncompliance: 0
Yes [ ] No
Projects zerotonine. 5 Projectsnot reported  Yes [ ]
grouped ten to nineteen: 0 # monitored with ascore lessthan thirty: 5 in application No
by score twenty to twenty-nine: 0 # not yet monitored or pending review: 2 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable U]
Review pending [] Review pending [] Review pending L]
No unresolved issues [] No unresolved issues L] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that ] Issues found regarding late audit [ ] Unresolved issues found that ]
warrant disqualification : warrant disqualification
Unresolved issues found that U]
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 3/6/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis
(Cost Certification and Workout)
Not applicable [ Not applicable Not applicable [
Review pending [ Review pending [ Review pending [
No unresolved issues No unresolved issues [ No unresolved issues [
Unresolved issues found L] Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that [ Unresolved issues found that Unresolved issuesfound that [
warrant disqualification warrant disqualification warrant disqualification
(Comments attached) (Comments attached) (Comments attached)
Reviewer A. Martin Reviewer Sandy M. Garcia Reviewer
Date 3 /8 /2006 Date 3/6 /2006 Date
Community Affairs Office of Colonia I nitiatives Financial Administration
No relationship [ Not applicable [ No delinquencies found
Review pending [ Review pending [] Delinquencies found [
No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [
Unresolved issues found that [ Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer Reviewer Reviewer Melissa M. Whitehead
Date Date Date 3/8 /2006
Acting Executive Director William Dally Executed: hursday, March 09, 2006




MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
March 20, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for Lodge at Silverdae
Apartment Homes.

Summary of the Transaction

The application was received on January 19, 2006. The Issuer for this transaction is Montgomery County HFC.
The development is to be located at FM 1314 and Silverdale Dr. in Conroe. Demographics for the census tract
include AMFI of $37,695; the total population is 8799; the percent of population that is minority is 64.35%; the
percent of population that is below the poverty line is 29.52%; the number of owner occupied units is 1652; the
number of renter unitsis 1057 and the number of vacant unitsis 196. The percent of population that is minority for
the entire City of Conroe is 46% (Census information from FFIEC Geocoding for 2005). The development is new
construction and will consist of 160 total units targeting the elderly population, with al affordable —for a Priority 3
bond transaction this means that at least 75% of the units must have rents at 30% of 80% AMFI and that they meet
one of the minimum housing tax credit elections. The site is properly zoned for a multifamily development The
Department has received no letters of support and no letters in opposition. The bond priority for thistransaction is:

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

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

[ ] Priority 1C: Set aside 100% of unitsthat cap rents at 30% of 60% AMFI (Only for projects
located in acensustract with median income that is greater than the median
income of the county MSA, or PM SA that the QCT islocated in.

(MUST receive 4% Housing Tax Credits)

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

X Priority 3: Any qualified residential rental development.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for Lodge at Silverdale Apartment
Homes.

Pagel of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Lodge at Silverdale Apartment Homes, TDHCA Number 05454

BASIC DEVELOPMENT INFORMATION

Site Address: Fm 1314 and Silverdale Drive Development #: 05454
City: Conroe Region: 6 Population Served: Elderly
County: Montgomery Zip Code: 77304 Allocation;
HTC Set Asides: [ At-Risk [ Nonprofit [JuspAa L Rural Rescue HTC Purpose/Activity: NC
HOME Set Asides: ] CHDO [ preservation [ General
Bond Issuer: Montgomery County HFC
R CReNew Consiruction and Rehabiation, ACQIRAequion and Rehabiltaton -
OWNER AND DEVELOPMENT TEAM
Owner: Conroe Lodge at Silverdale Apartment Homes, LP
Michael Lankford - Phone: (713) 626-9655
Developer: Lankford Interests, LLC
Housing General Contractor: Lankford Construction, LLC
Architect: Hill and Frank
Market Analyst: O'Conner & Associates
Syndicator: PNC Multifamily Capital
Supportive Services: Texas Post Oak Residential Resources, LLC
Consultant: Not Utilized
UNIT/BUILDING INFORMATION
30% 40% 50% 60% 65% 80% Total Restricted Units: 160
0 0 0 160 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 0 160 0 0 Total Development Units: 160
Type of Building: Fourplex Total Development Cost: $14,340,079
Number of Residential Buildings: 40
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $606,538 $606,538 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Lodge at Silverdale Apartment Homes, TDHCA Number 05454

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment
State/Federal Officials with Jurisdiction:

TX Senator: Staples, District 3 NC Points: \ 0 US Representative: Brady, District 8, NC

TX Representative: Hope, District 16 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Tommy Metcalf, Mayor, City of Conroe - Resolution of Support from Local Government [ ]
NC

City of Conroe Resolution No. 2787-05 - The development
of the Lodge at Silverdale Apartment Homes fulfills a need
for additional affordable rental housing in accordance with
the City of Conroe Consolidated Plan.

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

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

CONDITIONS OF COMMITMENT

1. Per 849.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Receipt, review and acceptance of confirmation by cost certification that the old piping discussed in the Phase | ESA has been previously
removed or properly removed from construction site.

3. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-evaluated and an adjustment to the credit
amount may be warranted.
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March 20, 2006
Development Information, Public Input and Board Summary

Lodge at Silverdale Apartment Homes, TDHCA Number 05454

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

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

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0

Recommendation:

4% Housing Tax Credits with Bond Issuance: Credit Amount: $606,538

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $606,538 annually for ten years, subject to
conditions.

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

Recommendation:
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TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: March 7, 2006 PROGRAM: 4% HTC FILE NUMBER: 05454

DEVELOPMENT NAME

Lodge at Silverdale Apartments Homes

APPLICANT

Conroe Lodge at Silverdale Apartment

Name: Type: For-profit

Homes, LP
Address:. 4900 Woodway, Suite 750 City: Houston State:  TX
Zip: 77056  Contact:  Michadl Lankford Phone: (713) 626-9655 Fax: (713) 621-4947
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Conroe Lodgeat Silverdale Apartment (%): 0.1 Title: Managing General Partner
Homes|, LLC
Name: Lankford Interests, LLC (%):  N/A Title: Member of G. P.
Name: Michael Lankford (%): N/A Title: 100% Owner of MGP
PROPERTY LOCATION
Location: FM 1314 and Silverdale Drive X ocT [] DDA
City: Conroe County: Montgomery Zip: 77304
REQUEST
Amount Interest Rate Amortization Term
$606,538 N/A N/A N/A

Other Requested Terms. 1) Annual ten-year allocation of housing tax credits

Proposed Use of Funds: New construction Property Type: Multifamily

Special Purpose (9): Elderly

RECOMMENDATION

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$606,538 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS

1.  Receipt, review, and acceptance of confirmation by cost certification that the old piping discussed in
the Phase | ESA has been previously removed or properly removed from construction site.

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

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Non-Res. # of !
Units: 160 Buildings 40 Buildings 3 Floors 1 Age: NIA yrs

Net Rentable SF: 152,000 Av Un SF: 950 Common AreaSF: 4,073  GrossBldg SF: 156,073




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

STRUCTURAL MATERIALS

The structures will be wood frame on a post-tensioned concrete slab. According to the plans provided in the
application the exteriors will be comprised as follows: 25% stone veneer/75% cement fiber siding. The
interior wall surfaces will be drywall and the pitched roofs will be finished with asphalt composite shingles.

APPLIANCES AND INTERIOR FEATURES

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

ONSITE AMENITIES

A 3,500-square foot community building will include a dining room, management office, fitness center,
kitchen, restrooms, and a computer/library center. The community building and swimming pool are located
at the entrance of the property. In addition perimeter fencing with a limited access gate is planned for the
site.

Uncovered Parking: 9 spaces  Carports: 160 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: The Lodge at Silverdale Apartment Homes is a 8.71-unit per acre new construction
development of 160 units of affordable housing located in the northern portion of the Houston MSA in
Conroe, Montgomery County, Texas, approximately forty miles north of the Houston Central Business
District. The development is comprised of forty evenly distributed fourplex residential buildings as follows:

e 13 Building Type A with 4 two-bedroom/one-bath units;
e 27 Building Type B with 4 two-bedroom/two-bath units;
Architectural Review: The building and unit plans are of good design, sufficient size and are comparable to
other modern apartment developments. They appear to provide acceptable access and storage. The

elevations reflect attractive buildings with nice fenestration. The all two-bedroom unit mix, however,
provides limited alternatives and may make these units less affordable to one-person senior households.

SITE ISSUES

SITE DESCRIPTION

Size: 18.36 acres 799,762 square feet Flood Zone Designation: Zone X

Zoning:  No zoning ordinance

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: Conroe is located in the northern portion of the Houston MSA in Montgomery County,
approximately forty miles north of the Houston Central Business District. The site is a rectangularly-shaped
parcel located on the east side of FM 1314 at Silverdale Drive.

Adjacent L and Uses:

e North: undeveloped wooded land immediately adjacent;

e South: undeveloped wooded land immediately adjacent;

e East: undeveloped wooded land immediately adjacent and Caney Creek beyond; and
e West: FM 1314 immediately adjacent and alumber supply yard beyond.

Site Access. Access to the property is from the north or south from FM 1314. The development is to have
one main entry from FM 1314. Access to Interstate Highway 45 is two miles west, which provides
connections to all other major roads serving the Conroe area.

Public Transportation: The availability of public transportation was not identified in the application
materials.

Shopping & Services: “Numerous single-tenant and small neighborhood retail centers are scattered
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throughout the neighborhood. The majority of the retail facilities are located along Interstate Highway 45 or
Highway 105." (p. 25)

Site Inspection Findings: TDHCA staff performed a site inspection on January 31, 2006 and found the
location to be acceptable for the proposed devel opment.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase | Environmental Site Assessment report dated February 7, 2005 was prepared by Live Oak
Environmental Consultants and contained the following findings and recommendations:

Findings:

e Environmental Hazard: “Based on the information reviewed regarding the former pipeline easement
on the subject property, it appears that it has been abandoned. When pipelines are abandoned, Railroad
commission regulations require the pipeline to be drained and plugged. Typically they are abandoned in
place. Therefore, it is possible that the old piping remainsin place on the subject property.” (p. 1.3)

Recommendations. “At thistime, no further environmental testing or investigation is recommended. If any
issues associated with the former pipeline are discovered during site development activities, these issues
should be appropriately addressed at that time.” (p. 1.3). Receipt, review and acceptance of documentation
prior to cost certification that the old piping discussed in the ESA has been removed and if removal occurs
during construction, that such removal complieswith al state, Federal and local regulations.

POPULATIONS TARGETED

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

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

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

MARKET HIGHLIGHTS

A market feasibility study dated January 11, 2006 was prepared by Patrick O’ Connor & Associates, L.P.
(“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “The subject’s primary market is defined as that area within
Zip Codes 77301, 77302, 77303, 77304, and 77306.” (p. 10) This area encompasses approximately 233
square miles and is equivalent to a circle with aradius of 8.6 miles.

Population: The estimated 2005 population of the PMA was 81,859 and is expected to increase by 13.6% to
approximately 93,003 by 2010. Within the primary market area there were estimated to be 28,918
households in 2005.

Total Primary Market Demand for Rental Units: The Market Analyst calculated a total demand of 260
qualified households in the PMA, based on the current estimate of 28,918 households, the projected annual
growth rate of 3%, renter households estimated at 33% of the population, income-qualified households
estimated at 17%, and an annual renter turnover rate of 60%. (p. 74). The Market Analyst used an income
band of $21,120 to $32,940. The low end of the income band was calculated based upon the Applicant’s
below market and below maximum rent. If the maximum achievable rents are used, the low end of the
income range would increase to $24,690. The Underwriter recalculated demand based on this more
constricted income range.
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ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand

Household Growth 17 7% 8 4%
Resident Turnover 182 70% 129 65%
Other Sources: 20 8% 20 10%
Other Sources: Section 8 41 15% 41 21%
TOTAL ANNUAL DEMAND 260 100% 198 100%

Ref: p. 74

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 61.6% based upon 260
units of demand and 160 unstabilized affordable housing in the PMA (including the subject) (p. 74). The
Underwriter calculated an inclusive capture rate of 81% based upon a revised demand of 198. Thisiswithin
the 100% capture rate allowed in the Department’ s guidelines for devel opments targeting seniors.

Market Rent Comparables: The Market Analyst surveyed five comparable apartment projects totaling 998
units in the market area in order to conclude estimated market rent for the subject as indicated in the
following chart. (p. 47)

RENT ANALY SIS (net tenant-paid rents)
Unit Type (% AMI) Proposed | Program Max Differential Est. Market Differential
2-Bedroom/1-Bath (60%) $695 $738 -$43 $840 -$145
2-Bedroom/2-Bath (60%) $725 $738 -$13 $875 -$150

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

Primary Market Occupancy Rates: “The average occupancy for apartments in the subject’s primary
market area was reported at 91.93% in the most recent O’ Connor & Associates Apartment Ownership Guide
survey (November 2005).” (p. 40)

Absorption Projections: “Absorption in the subject’s primary market area over the past twelve quarters
ending November 2005 totals a positive 25 units. Based on our research, most projects that are constructed
in the Houston area typically lease up within 12 months.” (p. 37-38)

Market Study AnalysisgConclusions: Despite the high inclusive capture rate, the Underwriter found the
market study provided sufficient information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are significantly lower than the maximum rents allowed under
HTC guidelines and the maximum rents are achievable according to the Market Analyst. The Applicant has
indicated the reason for the lower than maximum rents is to keep al the two-bedroom units affordable to
one-person households. Staff and the Applicant discussed the possibility of restructuring some of the unitsto
the 50% rent as that is equivalent to the one-bedroom 60% rent. These discussions, however, did not result
in any agreement to further restrict any units. There is the potential for additional income (approximately
$43.7K) if the Applicant chooses to increase rents to the maximum alowed, and again, the market study
information suggests that the market could support rents at the rent limit maximums. Therefore, the
Underwriter estimated income based on the maximum achievable rent. Estimates of secondary income and
vacancy and collection losses arein line with TDHCA underwriting guidelines.

Expenses: The Applicant’s total expense estimate of $4,064 per unit is within 3% of the Underwriter's
database-derived estimate of $4,137 per unit for comparably-sized developments. The Applicant’s budget
shows one line item estimate, however, that deviate significantly when compared to the database averages,
particularly water, sewer, and trash ($21K lower).

Conclusion: The Applicant’s estimated income is consistent with the Underwriter's expectations, total
operating expenses are within 5% of the database-derived estimate, and the Applicant’ s net operating income
(NOI) estimate is within 5% of the Underwriter’s estimate. Therefore, the Applicant’s NOI should be used
to evauate debt service capacity. In both the Applicant’s and the Underwriter's income and expense

4




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

estimates there is sufficient net operating income to service the proposed first lien permanent mortgage at a
debt coverage ratio that iswithin the TDHCA underwriting guidelines of 1.10 to 1.30.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE
Land: (23.416) acres $111,230 Assessment for the Year of: 2005
Prorated: 1ac. $4,750 Valuation by: Montgomery County Tax Office
Prorated Value: 18.36 ac. $87,210 Tax Rate: 2.8955

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Contral: Unimproved commercia property contract (18.36 acres)

Contract Expiration Date: 4/ 15/ 2006 Anticipated Closing Date: 4/ 15/ 2006
Acquisition Cost: $490,000 Other Terms/Conditions: Earnest money - $6,000
Seller:  Trust of John Gibson-Wells Fargo Bank Related to Development Team Member: ~ No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The site cost of $490,000 ($.61/SF, $26,688/acre, or $3,063/unit) is assumed to be
reasonabl e since the acquisition is an arm’ s-length transaction.

Sitework Cost: The Applicant’s claimed sitework costs of $7,363 per unit are within the Department’s
alowable guidelines for multifamily developments without requiring additional justifying documentation.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $136.8K or 2% higher than
the Underwriter's Marshall & Swift Residential Cost Handbook-derived estimate, and is therefore regarded
as reasonabl e as submitted.

Feess. The Applicant’s contractor's and developer's fees for general requirements, general and
administrative expenses, and profit are al within the maximums allowed by TDHCA guidelines.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. Since the Underwriter has been able to verify the Applicant’s
projected costs to a reasonable margin, the Applicant’s total cost breakdown is used to calculate eligible
basis and determine the HTC allocation. As aresult, an digible basis of $13,105,839 is used to determine a
credit allocation of $606,538 from this method. The resulting syndication proceeds will be used to compare
to the Applicant’s request and to the gap of need using the Applicant’s costs to determine the recommended
credit amount.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source:  PNC MultiFamily Capital Contact:  Mark Ragsdale

Tax-Exempt Amount:  $8,076,815 Interest Rate: 5.65% for underwriting

Additional Information: ~ The bonds will be weekly variable rate AAA-rated tax exempt bonds.

Amortization: 30 yrs Term: 30 yrs  Commitment: [ ] LOl [ Firm [X] Conditional

Annual Payment: $650,833 Lien Priority:  1st Date 1/ 18/ 2006
TAX CREDIT SYNDICATION
Source: PNC MultiFamily Capital Contact: K. Nicole Flores
Net Proceeds: $5,761,537 Net Syndication Rate (per $1.00 of 10-yr HTC) 95¢
Commitment: [] Lol [] Firm X] Conditional  Date: 1 10/ 2006

Additional I nformation: Based on credits of $606,538 and 99.99% ownership.
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APPLICANT EQUITY

Amount:  $501,727 Sour ce: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Montgomery County
HFC and initially purchased by PNC MultiFamily Capital through their credit enhancement program with a
Freddie Mac Tax Exempt Forward Commitment credit facility. The permanent financing commitment is
consistent with the terms reflected in the sources and uses of funds listed in the application.

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

Deferred Developer’s Fees. The Applicant’s proposed deferred developer’s fees of $501,727 amount to
29% of the total fees.

Financing Conclusions. Based on the Applicant’s estimate of eligible basis, the HTC allocation should not
exceed $606,538 annually for ten years, resulting in syndication proceeds of approximately $5,756,351.
Based on the underwriting analysis, the Applicant’s deferred developer fee will be $501,727, which
represents approximately 29% of the eligible fee and which should be repayable from cash flow within five
years. Should the Applicant’s final direct construction cost exceed the cost estimate used to determine
credits in this analysis, additional deferred developer’s fee may be available to fund those development cost
overruns.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

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

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

Financial Highlights:

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

e The Member of the General Partner, Lankford Interest, LLC, submitted an unaudited financial statement
as of January 25, 2006 reporting total assets of $4.3M and consisting of $60K in cash, $4M in
receivables, $175K in rea property, and $135K in machinery, equipment, and fixtures. Liabilities
totaled $905K,, resulting in a net worth of $3.4M.

e Theprincipa of the General Partner, Michael Lankford, submitted an unaudited financial statement as of
November 2, 2005 and is anticipated to be a guarantor of the development.

Background & Experience:

e Michad Lankford, the principal of the General Partner, has completed six affordable housing
devel opments totaling 536 units since 1999.

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

SUMMARY OF SALIENT RISKS AND ISSUES

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

Underwriter: Date: March 7, 2006
Carl Hoover

Director of Real Estate Analysis: Date: March 7, 2006
Tom Gouris




MULTIFAMILY COMPARATIVE ANALYSIS

Lodge at Silverdale, Conroe, 4% HTC #05454

Type of Unit Number Bedrooms | No. of Baths Size in SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SE Tht-Pd U Wtr, Swr, Trsh
TC (60%) 52 2 1 950 $823 $738 $38,376 $0.78 $85.00 $35.00
TC (60%) 108 2 2 950 823 $738 79,704 0.78 85.00 35.00
TOTAL: 160 AVERAGE: 950 $823 $738 $118,080 $0.78 $85.00 $35.00

INCOME Total Net Rentable Sq Ft: 152,000 TDHCA APPLICANT Comptroller's Region 6
POTENTIAL GROSS RENT $1,416,960 $1,373,280 IREM Region Houston
Secondary Income Per Unit Per Month: $15.00 28,800 28,800 $15.00 Per Unit Per Month
Other Support Income: (describe) 0
POTENTIAL GROSS INCOME $1,445,760 $1,402,080
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (108,432) (105,156) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $1,337,328 $1,296,924
EXPENSES % OF EGI PER UNIT PER SQFT PER SQ FT PER UNIT % OF EGI

General & Administrative 4.36% $365 0.38 $58,331 $48,320 $0.32 $302 3.73%

Management 3.80% 318 0.33 50,830 64,846 0.43 405 5.00%

Payroll & Payroll Tax 12.73% 1,064 112 170,216 154,000 1.01 963 11.87%

Repairs & Maintenance 5.40% 451 0.48 72,217 78,000 0.51 488 6.01%

Utilities 3.05% 255 0.27 40,800 44,463 0.29 278 3.43%

Water, Sewer, & Trash 4.40% 368 0.39 58,850 37,857 0.25 237 2.92%

Property Insurance 2.84% 238 0.25 38,000 48,561 0.32 304 3.74%

Property Tax 2.8955 8.49% 710 0.75 113,533 115,068 0.76 719 8.87%

Reserve for Replacements 2.39% 200 0.21 32,000 32,000 0.21 200 2.47%

Other: compl fees & supp. serv 2.03% 170 0.18 27,200 27,200 0.18 170 2.10%

TOTAL EXPENSES 49.50% $4,137 $4.36 $661,976 $650,315 $4.28 $4,064 50.14%
NET OPERATING INC 50.50% $4,221 $4.44 $675,352 $646,609 $4.25 $4,041 49.86%
DEBT SERVICE
PNC MultiFamily Capital 41.83% $3,497 $3.68 $559,467 $562,269 $3.70 $3,514 43.35%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW 8.67% $724 $0.76 $115,885 $84,340 $0.55 $527 6.50%
AGGREGATE DEBT COVERAGE RATIO 1.21 1.15
RECOMMENDED DEBT COVERAGE RATIO 1.16
CONSTRUCTION COST

Description FEactor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 3.46% $3,063 $3.22 $490,000 $490,000 $3.22 $3,063 3.42%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 8.32% 7,363 7.75 1,178,000 1,178,000 7.75 7,363 8.21%
Direct Construction 48.44% 42,845 45.10 6,855,188 6,992,000 46.00 43,700 48.76%
Contingency 5.00% 2.84% 2,510 2.64 401,659 408,500 2.69 2,553 2.85%
General Req'ts 6.00% 3.41% 3,012 3.17 481,991 490,200 3.23 3,064 3.42%
Contractor's G & A 2.00% 1.14% 1,004 1.06 160,664 163,400 1.08 1,021 1.14%
Contractor's Profit 6.00% 3.41% 3,012 3.17 481,991 490,200 3.23 3,064 3.42%
Indirect Construction 5.91% 5,227 5.50 836,300 836,300 5.50 5,227 5.83%
Ineligible Costs 3.85% 3,402 358 544,240 544,240 3.58 3,402 3.80%
Developer's G & A 2.00% 1.59% 1,404 1.48 224,672 0 0.00 0 0.00%
Developer's Profit 13.00% 10.32% 9,127 9.61 1,460,365 1,709,457 11.25 10,684 11.92%
Interim Financing 5.92% 5,236 5.51 837,782 837,782 5.51 5,236 5.84%
Reserves 1.41% 1,250 1.32 200,000 200,000 1.32 1,250 1.39%
TOTAL COST 100.00% $88,455 $93.11 $14,152,853 $14,340,079 $94.34 $89,625 100.00%
Recap-Hard Construction Costs 67.54% $59,747 $62.89 $9,559,494 $9,722,300 $63.96 $60,764 67.80%
SOURCES OF FUNDS RECOMMENDED
PNC MultiFamily Capital 57.07% $50,480 $53.14 $8,076,815 $8,076,815 $8,076,815 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 $1,709,457
HTC Syndication Proceeds 40.71% $36,010 $37.90 5,761,537 5,761,537 5,761,537 % of Dev. Fee Deferred
Deferred Developer Fees 3.55% $3,136 $3.30 501,727 501,727 501,727 29%
Additional (Excess) Funds Req'd -1.32% ($1,170) ($1.23) (187,226) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $14,152,853 $14,340,079 $14,340,079 $2,728,517
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Lodge at Silverdale, Conroe, 4% HTC #05454

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $8,076,815 Amort 360
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 5.65% DCR 1.21
Base Cost | $50.44]  $7,667,184
Adjustments Secondary $0 Amort
Exterior Wall Finish 2.00% $1.01 $153,344 Int Rate 0.00% Subtotal DCR 121
Elderly/9-Ft. Ceilings 0.00 0
Roofing 0.00 0 Additional $5,761,537 Amort
Subfloor (2.24) (340,480) Int Rate Aggregate DCR 121
Floor Cover 2.22 337,440
Porches/Balconies $18.15 16,752 2.00 304,049 RECOMMENDED FINANCING STRUCTURE APPLICANT'S M
Plumbing $680 324 1.45 220,320
Built-In Appliances $1,675 160 1.76 268,000 Primary Debt Service $559,467
Stairs/Fireplaces 0.00 0 Secondary Debt Service 0
Enclosed Corridors $40.52 0.00 0 Additional Debt Service 0
Heating/Cooling 1.73 262,960 NET CASH FLOW $87,142
Carports $9.20 25,920 1.57 238,464
Comm &/or Aux Bldgs $65.36 4,073 1.75 266,221 Primary $8,076,815 Amort 360
Other: 0.00 0 Int Rate 5.65% DCR 1.16
SUBTOTAL 61.69 9,377,502
Current Cost Multiplier 1.01 0.62 93,775 Secondary $0 Amort 0
Local Multiplier 0.89 (6.79) (1,031,525) Int Rate 0.00% Subtotal DCR 1.16
TOTAL DIRECT CONSTRUCTION COSTS $55.52 $8,439,752
Plans, specs, survy, bld pri{ ~ 3.90% ($2.17) ($329,150) Additional $5,761,537 Amort 0
Interim Construction Interes| ~ 3.38% (1.87) (284,842) Int Rate 0.00% Aggregate DCR 1.16
Contractor's OH & Profit 11.50% (6.39) (970,571)
NET DIRECT CONSTRUCTION COSTS $45.10 $6,855,188
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,373,280 $1,414,478 $1,456,913 $1,500,620 $1,545,639 $1,791,819 $2,077,209 $2,408,055 $3,236,224
Secondary Income 28,800 29,664 30,554 31,471 32,415 37,577 43,563 50,501 67,869
Contractor's Profit 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,402,080 1,444,142 1,487,467 1,532,091 1,578,053 1,829,396 2,120,772 2,458,556 3,304,093
Vacancy & Collection Loss (105,156)  (108,311) (111,560) (114,907) (118,354) (137,205) (159,058) (184,392) (247,807)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $1,296,924 $1,335,832 $1,375,907 $1,417,184 $1,459,699 $1,692,192 $1,961,714 $2,274,164 $3,056,286
EXPENSES at 4.00%
General & Administrative $48,320 $50,253 $52,263 $54,353 $56,528 $68,774 $83,675 $101,803 $150,693
Management 64,846  66791.586 68795.33358 70859.19359 72984.9694 84609.58283 98085.69582  113708.2042 152814.3181
Payroll & Payroll Tax 154,000 160,160 166,566 173,229 180,158 219,190 266,678 324,455 480,272
Repairs & Maintenance 78,000 81,120 84,365 87,739 91,249 111,018 135,071 164,334 243,255
Utilities 44,463 46,242 48,091 50,015 52,015 63,285 76,996 93,677 138,665
Water, Sewer & Trash 37,857 39,371 40,946 42,584 44,287 53,882 65,556 79,759 118,063
Insurance 48,561 50,503 52,524 54,625 56,810 69,117 84,092 102,311 151,445
Property Tax 115,068 119,671 124,458 129,436 134,613 163,778 199,261 242,431 358,857
Reserve for Replacements 32,000 33,280 34,611 35,996 37,435 45,546 55,414 67,419 99,797
Other 27,200 28,288 29,420 30,596 31,820 38,714 47,102 57,306 84,827
TOTAL EXPENSES $650,315 $675,679 $702,039 $729,432 $757,901 $917,915 $1,111,929 $1,347,203 $1,978,688
NET OPERATING INCOME $646,609 $660,152 $673,868 $687,752 $701,798 $774,277 $849,785 $926,961 $1,077,598
DEBT SERVICE
First Lien Financing $559,467 $559,467 $559,467 $559,467 $559,467 $559,467 $559,467 $559,467 $559,467
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $87,142 $100,685 $114,401 $128,284 $142,331 $214,810 $290,318 $367,494 $518,131
DEBT COVERAGE RATIO 1.16 1.18 1.20 1.23 1.25 1.38 1.52 1.66 1.93
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LIHTC Allocation Calculation - Lodge at Silverdale, Conroe, 4% HTC #05454

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS

(1) Acquisition Cost

Purchase of land | $490,000 | $490,000

Purchase of buildings
(2) Rehabilitation/New Construction Cost

On-site work $1,178,000 $1,178,000 $1,178,000 | $1,178,000

Off-site improvements
(3) Construction Hard Costs

New structures/rehabilitation hard costs | $6,992,000 |  $6,855,188 | $6,992,000 |  $6,855,188
(4) Contractor Fees & General Requirements

Contractor overhead $163,400 $160,664 $163,400 $160,664

Contractor profit $490,200 $481,991 $490,200 $481,991

General requirements $490,200 $481,991 $490,200 $481,991
(5) Contingencies $408,500 $401,659 $408,500 $401,659
(6) Eligible Indirect Fees $836,300 $836,300 $836,300 $836,300
(7) Eligible Financing Fees $837,782 $837,782 $837,782 $837,782
(8) All Ineligible Costs $544,240 $544,240
(9) Developer Fees

Developer overhead $224,672 $224,672

Developer fee $1,709,457 $1,460,365 $1,709,457 $1,460,365
(10) Development Reserves $200,000 $200,000 %
TOTAL DEVELOPMENT COSTS $14,340,079 $14,152,853 $13,105,839 $12,918,613

Deduct from Basis:

All grant proceeds used to finance costs in eligible basis

B.M.R. loans used to finance cost in eligible basis

Non-qualified non-recourse financing

Non-qualified portion of higher quality units [42(d)(3)]

Historic Credits (on residential portion only)

TOTAL ELIGIBLE BASIS $13,105,839 $12,918,613
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $17,037,591 $16,794,196
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $17,037,591 $16,794,196
Applicable Percentage 3.56% 3.56%
TOTAL AMOUNT OF TAX CREDITS $606,538 $597,873
Syndication Proceeds 0.9499 $5,761,537 $5,679,229
Total Credits (Eligible Basis Method)| $606,538 | $597,873
Syndication Proceeds $5,761,537 $5,679,229

Requested Credits $606,538

Syndication Proceeds $5,761,535

Gap of Syndication Proceeds Needed $6,263,264

Credit Amount $659,357
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Applicant Evaluation ||

Project ID # 05454 Name: Lodgeat Silverdale Apartment Ho city: Conroe

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

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

N/A ' No

[ ] No

National Previous Participation Certification Received: [ Yes

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

Projectsin Material Noncompliance

Total # of Projects monitored: 9 #in noncompliance: 0
Yes [ ] No
Projects zerotonine. 8 Projectsnot reported  Yes [ ]
grouped tento nineteen: 1 # monitored with ascore lessthan thirty: 9 in application No
by score twenty to twenty-nine: 0 # not yet monitored or pending review: 7 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable U]
Review pending [] Review pending [] Review pending L]
No unresolved issues [] No unresolved issues L] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that ] Issues found regarding late audit [ ] Unresolved issues found that ]
warrant disqualification : warrant disqualification
Unresolved issues found that U]
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 3/7/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis
(Cost Certification and Workout)
Not applicable [ Not applicable Not applicable [
Review pending [ Review pending [ Review pending [
No unresolved issues No unresolved issues [ No unresolved issues [
Unresolved issues found L] Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that [ Unresolved issues found that Unresolved issuesfound that [
warrant disqualification warrant disqualification warrant disqualification
(Comments attached) (Comments attached) (Comments attached)
Reviewer A. Martin Reviewer Sandy M. Garcia Reviewer
Date 3 /8 /2006 Date 3/6 /2006 Date
Community Affairs Office of Colonia I nitiatives Financial Administration
No relationship [ Not applicable [ No delinquencies found
Review pending [ Review pending [] Delinquencies found [
No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [
Unresolved issues found that [ Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer Reviewer Reviewer Melissa M. Whitehead
Date Date Date 3/8 /2006
Acting Executive Director William Dally Executed: hursday, March 09, 2006




MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
March 20, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for Hillcrest Manor Senior
Community.

Summary of the Transaction

The application was received on January 19, 2006. The Issuer for this transaction is Lubbock HFC. The
development is to be located at the south side of SH 289, one block west of Indiana Ave. in Lubbock.
Demographics for the census tract include AMFI of $28,778; the total population is 6176; the percent of
population that is minority is 86.12%; the percent of population that is below the poverty line is 31.45%; the
number of owner occupied units is 1078; the number of renter unitsis 919 and the number of vacant units is 118.
The percent of population that is minority for the entire City of Lubbock is 38% (Census information from FFIEC
Geocoding for 2005). The development is new construction and will consist of 220 total units targeting the elderly
population, with 200 of the units to be affordable - for a Priority 3 bond transaction this means that at least 75% of
the units must have rents at 30% of 80% AMFI and that they meet one of the minimum housing tax credit
elections. The site is currently zoned for such a development. The Department has received no letters of support
and no lettersin opposition. The bond priority for thistransaction is:

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

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

[ ] Priority 1C: Set aside 100% of unitsthat cap rents at 30% of 60% AMFI (Only for projects
located in acensustract with median income that is greater than the median
income of the county MSA, or PM SA that the QCT islocated in.

(MUST receive 4% Housing Tax Credits)

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

X Priority 3: Any qualified residential rental development.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for Hillcrest Manor Senior Community,
conditioned on the payment of all outstanding Department fees no later than Friday, March 17, 2006.

Pagel of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Hillcrest Manor Senior Community, TDHCA Number 060402

BASIC DEVELOPMENT INFORMATION

Site Address: S side of SH-289, one blk w of Indiana Ave. Development #:
City: Lubbock Region: 1 Population Served:
County: Lubbock Zip Code: 79415 Allocation;

HTC Set Asides: [ At-Risk [ Nonprofit [JuspAa L Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: Lubbock HFC

060402
Elderly

NC

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

NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

OWNER AND DEVELOPMENT TEAM
Owner: OHC/Hillcrest, Ltd.

David Turek - Phone: (972) 733-0096

Developer: Noel Project Development, LLC
Housing General Contractor: Brasha Builders, Inc.

Architect: Architettura, Inc.

Market Analyst: The Jack Poe Co.

Syndicator: WNC & Associates, Inc.
Supportive Services: Outreach Housing Corp.
Consultant: Not Utilized

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 200
0 0 0 200 0 0 Market Rate Units: 20
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 40 180 0 0 Total Development Units: 220
Type of Building: 5 units or more per bldng Total Development Cost: $17,084,500
Number of Residential Buildings: 27
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $629,797 $629,797 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

3/13/2006 11:39 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Hillcrest Manor Senior Community, TDHCA Number 060402

PUBLIC COMMENT SUMMARY

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

State/Federal Officials with Jurisdiction:

TX Senator: Duncan, District 28 NC Points: \ 0 US Representative: Neugebauer, District 19, NC
TX Representative: Isett, District 84 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Marc McDougal, Mayor, City of Lubbock -  Resolution of Support from Local Government [ ]
The proposed development, Hillcrest
Manor Senior Community, is in line with
the goals as set forth in the City of
Lubbock's Consolidated Plan.

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

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

CONDITIONS OF COMMITMENT

1. Per 850.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (‘LURA”).”

2. Receipt, review, and acceptance of a third party detailed site work cost breakdown for all sitework costs, including costs per unit of materials
and numbers of units required certified by an architect or engineer familiar with the sitework costs of this proposed project, to be accompanied by
a letter from a certified public accountant stating which costs are includable in eligible basis, prior to commitment.

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

3/13/2006 11:39 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Hillcrest Manor Senior Community, TDHCA Number 060402

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

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

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0

Recommendation:

4% Housing Tax Credits with Bond Issuance: Credit Amount: $629,797

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $629,797 annually for ten years, subject to
conditions.

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

Recommendation:

3/13/2006 11:39 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: March 13, 2006 PROGRAM: 4% HTC FILE NUMBER: 060402

DEVELOPMENT NAME

Hillcrest Manor Senior Community

APPLICANT
Name: OHC/ Hillcrest Ltd Type: For-profit
Address. 17103 Preston Road, Suite 250 City: Dalas State:  TX
Zip: 75248 Contact:  David Turek Phone: (972) 733-0096 Fax:  (972) 733-1864
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Outreach Housing Corporation (%): .005 Title  General Partner
Name: Noel Project Development LLC (%): 005 Title:  Developer, Special Limited
Partner
Name: Richard Shaw (%):  N/A Title: Guarantor
PROPERTY LOCATION
Location:  South side of SH-289, one block west of Indiana Avenue X ocT [] DDA
City: L ubbock County: L ubbock Zip: 79415
REQUEST
Amount Interest Rate Amortization Term

1) $629,797 N/A N/A N/A
Other Requested Terms: 1) Annual ten-year allocation of housing tax credits
Proposed Use of Funds: New construction Property Type: Multifamily

Special Purpose:

Elderly

RECOMMENDATION

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED

$629,797 ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS

1.  Receipt, review, and acceptance of a third party detailed site work cost breakdown for all sitework
costs, including costs per unit of materials and numbers of units required certified by an architect or
engineer familiar with the sitework costs of this proposed project, to be accompanied by aletter from a

certified public accountant stating which costs are includable in eligible basis, prior to commitment;
2. Should the terms and rates of the proposed debt or syndication change, the transaction should be re-
evaluated and an adjustment to the allocation amount may be warranted.

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Non-Res. # of
Unitss = Buildings = Buildings =  Floors =

Net Rentable SF: 178,000 Av Un SF: 809 Common AreaSF: 45,200 GrossBldgSF: 223,200

Age  N/A ys  Vacant: NA  a / /

STRUCTURAL MATERIALS

The structure will be concrete slab. According to the plans provided in the application the exterior will be
comprised as follows. 50% masonry veneer/ 50% cement fiber siding. The interior wall surfaces will be
drywall and the pitched roof will be finished with composite shingles.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be a combination of resilient covering and laminate wood. Each unit will include:
phone jack in each room, laundry connections, ceiling fixture in each room, icemaker, microwave, and
individual air conditioning units. The property will include tankless on demand hot water systems for the
units and centralized heat.

ONSITE AMENITIES

A 6,150-square foot community building will include a reception area, media room, art/crafts room, leasing
area, management offices, a kitchen, restrooms, & a central mailroom. The community building, swimming
pool, and BBQ grills are located at the entrance to the property. In addition, perimeter fencing with alimited
access gate is planned for the site.

Uncovered Parking: 350 spaces Carports: 80 spaces  Garages 70 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Hillcrest Manor Senior Community is an 11-unit per acre new construction development of
220 units of affordable housing located in north Lubbock. The development will be comprised of 27 evenly
distributed medium single-story garden style residential buildings as follows:

e 15 Building Type 1 with six two-bedroom/one-bath units, two two-bedroom/two-bath units;

e FiveBuilding Type 2 with eight one-bedroom/one-bath units, two two-bedroom/one-bath units;

e Six Building Type 3 with eight two-bedroom/one-bath units;

e One Building Type 4 with two two-bedroom/one-bath units;

Architectural Review: The building and unit plans are of good design, sufficient size and are comparable to

other modern apartment developments. They appear to provide acceptable access and storage. The
elevations reflect modest buildings with nice fenestration.

SITE ISSUES

SITE DESCRIPTION

Size: 20.19 acres 879,476 square feet Flood Zone Designation: Zone X

Zoning: A-1

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: Lubbock is located in northwestern region of the state, approximately 350 miles northwest from
Dalas in Lubbock County. The site is an irregularly-shaped parcel located in the northern area of the city,
approximately miles from the central business district. The site is situated on the south side of State Loop
289.

Adjacent L and Uses:

e North: State Highway 289 frontage road immediately adjacent and State Highway 289 beyond;
e South: University Courtyard Apartmentsimmediately adjacent and Erskine Street beyond;

e East: Indian Village Apartmentsimmediately adjacent and North Indian Avenue beyond; and
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TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

e West: Undeveloped land immediately adjacent and State Highway 289 beyond.

Site Access. Access to the property is from the east or west along State Highway 289. The development is
to have one main entry from the north from Highway 289. Access to Interstate Highway 27 is three miles
east, which provides connections to all other mgjor roads serving the Lubbock area.

Public Transportation: Public transportation to the areais provided by Citibus, who “ offers three types of
service in the City of Lubbock: fixed route service, demand response service, and the Texas Tech University
campus service.” (p. 9) “Thelocal Citibus system does not have aroute in close proximity to the subject, but
it provides on demand service. The Texas Tech Campus bus system has a stop on Indiana Avenue one block
southeast of the subject.” (p. 14)

Shopping & Services. The site is within one mile of two convenience stores, two parks, and a golf course.
Just beyond one mile is University Hospital. Located nearby are grocery stores, pharmacies, shopping
centers, and a variety of other retail establishments and restaurants. Schools and churches are located within
ashort driving distance from the site.

Site Inspection Findings:. TDHCA staff performed a site inspection on August 25, 2006, and found the
location to be acceptable for the proposed development. The inspector noted: “ Good location. New upscale
apartments across the street for Texas Tech students. Bingo with ¥4 mile. New medical district is within 1
mile of location.”

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase | Environmental Site Assessment report dated January 16, 2006, was prepared by Benton &
Associates and contained the following findings and recommendations.

Findings:

e Asbestos-Containing Materials (ACM): “No structures are present at the time and date of this report.”
(p.7)

Recommendations: “Therefore, based on the above endeavors and in accordance with the guidelines of

ASTM E-1527-00, we find no evidence available, within the scope of this inquiry, at this time and date of

this report, to suggest any recognized environmental risks associated with this property.” (p. 3)

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)

set-aside. Thisisapriority 3 private activity bond development. 220 of the units (100% of the total) will be

reserved for elderly tenants. 200 of the units (91% of the total) will be reserved for low-income tenant

households earning 60% or less of AMGI, and the remaining 20 units will be offered at market rents.
MAXIMUM ELIGIBLE INCOMES

1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
60% of AM| $19,800 $22,620 $25,440 $28,320 $30,540 $32,820

MARKET HIGHLIGHTS

A market feasibility study dated January 14, 2006, was prepared by Jack Poe Company Incorporated
(“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “The subject islocated in Lubbock County, which is aso the
Lubbock MSA, and this areais the subject’s primary market.” (p. 8). This area encompasses approximately
901 square miles and is equivalent to a circle with aradius of 17 miles.

Population: The estimated 2000 population of the PMA was 242,628 and is expected to increase by 14% to
approximately 276,018 by 2010. Within the primary market area there were estimated to be 31,318 elderly
households in 2006.

Total Primary Market Demand for Rental Units. The Market Analyst calculated a total demand of 796
qualified households in the PMA, based on the current estimate of 30,455 households, the projected annual
growth rate of 2.8%, renter households estimated at 25.0% of the population, income-qualified households
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TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

estimated at 16.7%, and an annual renter turnover rate of 35.0%. (p. 16). The Market Analyst used an
income band of $14,610 to $25,440.

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter

Type of Demand Units of % of Total Units of % of Total

Demand Demand Demand Demand
Household Growth 54 7.0% 26 4.9%
Resident Turnover 672 87.3% 457 86.7%
Other Sources. below income band 44 5.7% 44 8.4%
TOTAL ANNUAL DEMAND 770 100% 527 100%

Ref: p. 45

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 26% based upon 770
units of demand and 200 unstabilized affordable housing in the PMA (including the subject) (p. 50). The
Underwriter calculated an inclusive capture rate of 62.9% based upon a revised supply of unstabilized
comparable affordable units of 326 divided by a revised demand of 527. Both the Underwriter and Market
Analyst’'s estimates are less than the 100% capture rate allowed for developments targeting seniors.

Market Rent Comparables: “There are more than 100 comparable apartment complexes with more than
50 units in the Lubbock MSA, and eight of them are chosen as the most comparable data set to analyze.” (p.
25).

RENT ANALYSIS (net tenant-paid rents)

Unit Type (% AMI) Proposed Program Max Differential Est. Market Differential
1-Bedroom (60%) $487 $493 -$6 $620 -$133
1-Bedroom (MR) $620 N/A $620 -$0
2-Bedroom/1BA (60%) $575 $588 -$13 $725 -$150
2-Bedroom/1BA (MR) $725 N/A $725 -$0
2-Bedr oom/2BA (60%) $581 $588 -$7 $795 -$214
2-Bedroom/2BA (MR) $795 N/A $795 -$0

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

Primary Market Occupancy Rates. “The Lubbock Apartment Association’s Occupancy Survey, June
2005 is the most recent report available as of the date of this market study. As of this survey, a total of
15,049 units were surveyed, and 12,602 units were occupied (83.74%). It should be noted that this survey is
dated in the summer, which is traditionally the lowest occupancy period due to the number of college
students that rent apartments in the local market.” (p. 21)

Absorption Projections. “...new affordable rental housing in the primary and secondary market are leasing
between 20 and 35 units per month... We project that the subject will be approximately 30% occupied (66
units) once construction is completed, and that it will take approximately seven months to lease up the
remaining units and exceed a stabilized occupancy of 92.5%.” (p. 51)

Known Planned Development: “The only planned complex isthe 100 unit EIm Grove Senior Villas, which
is planned for the far west side of town. It is to have 96 income restricted units. However, it was not
awarded tax credits. It ison the 2005 waiting list and islisted as “not financially feasible.” (p. 17). The only
comparable listed as an elderly property used is Residences at Shadow Hills. This 2001 property has
comparable rents to the subject. It is not clear when this property reached stabilized occupancy; therefore, al
of its units were included in the inclusive capture rate.

Effect on Existing Housing Stock: “It is unlikely that development of the subject would have a detrimental
effect on the occupancy and/ or rates of existing apartment propertiesin the primary market.” (p. 52)

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

Income: The Applicant’s rent projections are slightly lower than the maximum rents allowed under HTC
guidelines. The Underwriter increased the restricted rents to the maximum HTC rents allowed. Market rents
were set in the Application to the market maximums as determined by the Market analyst. The Applicant
stated that the owner will pay hot water and heating in this project, and rents and expenses were calculated
accordingly. The Applicant included significantly higher than typical secondary income and provided
insufficient additional substantiation for their estimate. They provided similar related information for the
Creekside Manor Senior Apartments which is simultaneoudy in the Underwriting process. As aresult of the
review and analysis for that transaction, the Underwriter has included secondary income of $25.60 per unit,
but as with Creekside and the Killeen market, the Lubbock market is relatively untested in the acceptance of
secondary income from the garage, carport, washer and dryer, and cable servers claimed. Estimates of
vacancy and collection losses are in line with TDHCA underwriting guidelines. As a result of these
differences the Applicant’s effective gross income estimate is $64K greater than the Underwriter’ s estimate.

Expenses: The Applicant’s total expense estimate of $2,934 per unit is 16% lower than the Underwriter’s
database-derived estimate of $3,489 per unit for comparably-sized developments. The Applicant’s budget
shows severa line item estimates that deviate significantly when compared to the database averages,
particularly: general and administrative ($56K lower), payroll ($24K lower), repairs and maintenance ($24K
lower), utilities ($13K lower), water, sewer, and trash ($33K lower), property tax ($26K higher). The
property will operate under a 50% property tax exemption since the general partner is a CHDO. The
Underwriter discussed these differences with the Applicant but was unable to reconcile them further. The
Applicant submitted additional expense information as a part of the follow-up for Creekside Manor
Apartments, and though not specifically targeted for this analysis, was considered in the Underwriter’s
expense estimate. Of particular note is the operating expense averages of a portfolio of six senior properties
by another developer located throughout Texas. After adjustments were made for property taxes and reserve
for replacements, the average operating expense for these six amounted to $3,300. The largest remaining
difference between these averages and the Underwriter's estimate was in utility expense ($173 per unit
difference) accounting for the Applicant’s payment of water, heat and central air explains this difference.

Conclusion: The Applicant’s total estimated operating expense is inconsistent with the Underwriter's
expectations and the Applicant’s net operating income (NOI) estimate is not within 5% of the Underwriter’s
estimate. Therefore, the Underwriter’s NOI will be used to evaluate debt service capacity. Due primarily to
the difference in expenses and secondary income, the Underwriter’s estimated debt coverage ratio (DCR) of
1.00 is less than the program minimum standard of 1.10. Therefore, the maximum debt service for this
project may be limited to $655,359 by a reduction of the loan amount to act more than $9,560 DCR or
extension of the term.

ACQUISITION VALUATION INFORMATION

APPRAISED VALUE

Land Only: 20.19 acres $1,400,000 Dateof Valuation: 1/ 14/ 2006
Existing Building(s): “asis’ $0 Date of Valuation: 1/ 14/ 2006
Total Development: “asis’ $1,400,000 Dateof Valuation: 1/ 14/ 2006
Appraiser:  Tim Brennan, MAI City: Dallas Phone: (214)  720-9898

APPRAISAL ANALYSIS/CONCLUSIONS

An appraisal, provided by the purchaser, was performed by Jack Poe Company Incorporated, MAI and dated
January 14, 2006. The appraisal provides three values: “as-is’ land value, “as if stabilized at restricted rent”
(as completed), and “as if stabilized at restricted rent with bond financing”. The current “as-is’ land value is
most important in the valuation and underwriting of this property because it should and does support the
purchase price of the land.
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ASSESSED VALUE
Land: (27.252) acres $1,127,742 Assessment for the Year of: 2005
Building: $0 Valuation by: Lubbock Central Appraisal District
Total Assessed Value: $1,127,742 Tax Rate: 2.486%

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Agreement for Purchase and Sale of Real Property (27 acres)

Contract Expiration Date: 3/ 31/ 2006 Anticipated Closing Date: 3/ 3 2006

The buyer (Ambling Land Co.)
will purchase the property and
assign 21 acres of it to Outreach
Housing Corporation

Acquisition Cost: $1,038,615 Other Terms/Conditions:

Paul L. Payne, Jr., Jean G. Payne, Stephen R. Payne,

Seller: and Trois M. Payne

Related to Development Team Member: No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The site cost of $1,300,000 ($1.42/SF, $61,905/acre, or $5,909/unit) is substantiated by
the appraisal value of $1,400,000. The acquisition price is assumed to be reasonable, since the acquisition is
an arm’ s-length transaction.

Sitework Cost: The Applicant claimed sitework costs of $8,375 per unit without providing any specific
justification regarding why these costs are so high. Three items included in direct construction costs were
moved by the Underwriter to sitework, since that category was most appropriate for them: gates, water
features, and retaining walls. The TDHCA acceptable range of sitework costsis $4.5K to $7.5K per unit. In
the absence of any such substantiation, the Underwriter lowered the TDHCA sitework costs to $7.5K per
unit for the purpose of estimating the project’ s total construction budget. A third party detailed cost estimate
certified by an architect or engineer familiar with the sitework costs of this proposed project is required as a
condition of his report, to be accompanied by a letter from a certified public accountant stating which costs
are includable in eligible basis. Should such an estimate verify the need for such high sitework costs, a
modification to the allocation of tax credits could be made.

Direct Construction Cost: The Applicant’s adjusted direct construction cost estimate is $332K or 4.1%
lower than the Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate, and is therefore
regarded as reasonable as submitted. The Underwriter reduced the amount by $75,000, since this amount is
not eligible since the Applicant will rent garages and carports. This amount was moved to ineligible costs.

Ineligible Costs: The Applicant included $75K in rentable garages and carports as an eligible cost, and the
Underwriter moved these to ineligible costs, resulting in an equivalent reduction in the Applicant’s eligible
basis.

Interim Financing Fees: The Underwriter reduced the Applicant’s eligible interim financing fees by
$188,500 to reflect an apparent overestimation of eligible construction loan interest, to bring the eigible
interest expense down to one year of fully drawn interest expense. This results in an equivalent reduction to
the Applicant’ s eligible basis estimate.

Fees: The Applicant’s contractor profit exceeds the maximums allowed by HTC guidelines by $26K based
on their own construction costs. Consequently the Applicant’s eligible fees in these areas have been reduced
by the same amount with the overage effectively moved to indligible costs. The Applicant’s developer fees
also exceed 15% of the Applicant’s adjusted eligible basis by $31K and therefore the eligible portion of the
Applicant’s developer fee must be reduced by the same amount.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
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estimate and is therefore generally acceptable. Since the Underwriter has been able to verify the Applicant’s
projected costs to a reasonable margin, the Applicant’s total cost breakdown as adjusted by the Underwriter,
is used to calculate digible basis. As a result, an dligible basis of $17,839,393 is used to determine a
possible credit allocation of $635,082 from this method. The resulting syndication proceeds will be used to
compare to the Applicant’s request and to the gap of need using the Applicant’s costs to determine the
recommended credit amount.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Source: Chase Contact: Ken L. Overshiner

6.3% (previous rate used with previous lender

Tax-Exempt Amount:  $10,500,000 Interest Rate: (Collateral), base rate w/ Chase i currently 6.0%

Additional Information:

Amortization: 40 yrs  Term: 40 yrs  Commitment: [X] LOl [] Firm [] Conditional

Annual Payment: $715,352 Lien Priority: 1 Date: 3/ 6/ 2006
TAX CREDIT SYNDICATION
Source: WNC & Associates, Inc Contact: Michael J. Gaber
Net Proceeds: $5,783,447 Net Syndication Rate (per $1.00 of 10-yr HTC) 93¢
Commitment: X Lol [] Firm [] Conditiond  Date 1 16/ 2006

Additional Information:

APPLICANT EQUITY

Amount:  $801,053 Sour ce: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Lubbock HFC and
purchased by Chase. The permanent financing commitment is consistent with the terms reflected in the
sources and uses of funds listed in the application.

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

Deferred Developer’s Fees. The Applicant’s proposed deferred developer’s fees of $801,053 amount to
41% of the total fee available.

Financing Conclusions. Based on the Applicant’s adjusted estimate of eligible basis, the potential HTC
allocation $635,082 ten years annually, results in syndication proceeds of approximately $5,906,266. This
method compared to the gap of syndication proceeds method and the Applicant’s requested amount,
establishes that the HTC allocation should not exceed $629,797 (the application amount) annually for ten
years. Due to the difference in estimated net operating income, the Underwriter’s debt coverage ratio (DCR)
of 1.00 isless than the TDHCA minimum standard of 1.10. A reduction in the debt amount to $9,650,000 is
anticipated. To compensate for the reduction in loan the Applicant’s deferred devel oper fee will be increased
to $1,741,053, which amounts to approximately 88% of the total eligible developer fee and which should be
repayable in more than 10 but less than 15 years. Should significant cost overruns occur, additional deferred
devel oper fee may not be available to fund the resulting gap of sources of funds.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

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

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

Financial Highlights:
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e The Applicant is a single-purpose entity created for the purpose of receiving assistance from TDHCA,
and therefore has no material financial statements.

e The Genera Partner, Outreach Housing Corporation, submitted an unaudited financial statement as of
January 6, 2006, reporting total assets of $11.1M and consisting of $346K in cash, $6.1M in receivables,
$4.6M in real property, and $78K in office fixtures. Liabilitiestotaled $285K, resulting in a net worth of
$10.8M.

e Richard Shaw is designated as guarantor of the development and provides satisfactory financial
Statements.

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

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

proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

e The Applicant’s operating expenses/operating proforma are more than 5% outside of the Underwriter’s
verifiable ranges.

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

e The anticipated ad valorem property tax exemption may not be received or may be reduced, which could
affect the financial feasibility of the development.

e The recommended amount of deferred developer fee cannot be repaid within ten years, and any amount
unpaid past ten years would be removed from eligible basis.

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

Underwriter: Date: March 13, 2006
Phillip Drake

Director of Real Estate Analysis: Date: March 13, 2006
Tom Gouris




MULTIFAMILY COMPARATIVE ANALYSIS

Hillcrest Manor Senior Community, Lubbock, 4% HTC #060402

Size in SF

Type of Unit Number Bedrooms | No. of Baths Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SF Tnt-Pd Util W,S,T, Ht, WH
TC 60% 36 1 1 700 $530 $493 $17,748 $0.70 $37.00 $89.00
MR 4 1 1 700 620 2,480 0.89 37.00 89.00
TC 60% 137 2 1 820 636 588 80,556 0.72 48.00 103.00
MR 13 2 1 820 725 9,425 0.88 48.00 103.00
TC 60% 27 2 2 900 636 588 15,876 0.65 48.00 103.00
MR 3 2 2 900 795 2,385 0.88 48.00 103.00
TOTAL: 220 AVERAGE: 809 $561 $584 $128,470 $0.72 $46.00 $100.45
INCOME Total Net Rentable Sq Ft: 178,000 TDHCA APPLICANT Comptroller's Region 1
POTENTIAL GROSS RENT $1,541,640 $1,515,408 IREM Region
Secondary Income Per Unit Per Month: $25.60 67,584 162,720 $61.64 Per Unit Per Month
Other Support Income: 0
POTENTIAL GROSS INCOME $1,609,224 $1,678,128
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (120,692) (125,856) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $1,488,532 $1,552,272
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI
General & Administrative 5.73% $388 0.48 $85,267 $29,000 $0.16 $132 1.87%
Management 4.50% 304 0.38 66,984 69,900 0.39 318 4.50%
Payroll & Payroll Tax 13.09% 886 1.10 194,920 170,500 0.96 775 10.98%
Repairs & Maintenance 5.40% 365 0.45 80,309 56,300 0.32 256 3.63%
Utilities 4.22% 286 0.35 62,850 50,000 0.28 227 3.22%
Water, Sewer, & Trash 5.66% 383 0.47 84,190 51,000 0.29 232 3.29%
Property Insurance 3.58% 242 0.30 53,297 55,000 0.31 250 3.54%
Property Tax 2.486 5.51% 373 0.46 82,050 108,500 0.61 493 6.99%
Reserve for Replacements 2.96% 200 0.25 44,000 44,000 0.25 200 2.83%
Other: compl fees 0.92% 62 0.08 13,700 11,200 0.06 51 0.72%
TOTAL EXPENSES 51.57% $3,489 $4.31 $767,567 $645,400 $3.63 $2,934 41.58%
NET OPERATING INC 48.43% $3,277 $4.05 $720,966 $906,872 $5.09 $4,122 58.42%
DEBT SERVICE
First Lien Mortgage 48.36% $3,272 $4.04 $719,798 $715,352 $4.02 $3,252 46.08%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW 0.08% $5 $0.01 $1,168 $191,520 $1.08 $871 12.34%
AGGREGATE DEBT COVERAGE RATIO 1.00 1.27
RECOMMENDED DEBT COVERAGE RATIO 1.10
CONSTRUCTION COST
Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 7.38% $5,909 $7.30 $1,300,000 $1,300,000 $7.30 $5,909 7.61%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 9.37% 7,500 9.27 1,650,000 1,842,500 10.35 8,375 10.78%
Direct Construction 45.77% 36,645 45.29 8,061,925 7,730,000 43.43 35,136 45.25%
Contingency 5.00% 2.76% 2,207 2.73 485,596 500,000 2.81 2,273 2.93%
General Req'ts 5.87% 3.24% 2,591 3.20 570,000 570,000 3.20 2,591 3.34%
Contractor's G & A 1.96% 1.08% 864 1.07 190,000 190,000 1.07 864 1.11%
Contractor's Profit 6.00% 3.31% 2,649 3.27 582,716 600,000 3.37 2,727 3.51%
Indirect Construction 2.61% 2,086 2.58 459,000 459,000 2.58 2,086 2.69%
Ineligible Costs 3.97% 3,175 3.92 698,561 361,500 2.03 1,643 2.12%
Developer's G & A 3.71% 2.79% 2,237 2.76 492,111 500,000 2.81 2,273 2.93%
Developer's Profit 11.29% 8.52% 6,818 8.43 1,500,000 1,500,000 8.43 6,818 8.78%
Interim Financing 7.28% 5,825 7.20 1,281,500 1,281,500 7.20 5,825 7.50%
Reserves 1.93% 1,549 1.91 340,670 250,000 1.40 1,136 1.46%
TOTAL COST 100.00% $80,055 $98.94 $17,612,079 $17,084,500 $95.98 $77,657 100.00%
Recap-Hard Construction Costs 65.52% $52,456 $64.83 $11,540,237 $11,432,500 $64.23 $51,966 66.92%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 59.62% $47,727 $58.99 $10,500,000 $10,500,000 $9,560,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 $1,968,896
HTC Syndication Proceeds 32.84% $26,288 $32.49 5,783,447 5,783,447 5,783,447 % of Dev. Fee Deferred
Deferred Developer Fees 4.55% $3,641 $4.50 801,053 801,053 1,741,053 88%
Additional (Excess) Funds Req'd 3.00% $2,398 $2.96 527,579 0 O | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $17,612,079 $17,084,500 $17,084,500 $2,504,032
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| MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Hillcrest Manor Senior Community, Lubbock, 4% HTC #060402

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $10,500,000 Amort 480
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 6.30% DCR 1.00
Base Cost [$ 5150]  $9,167,309
Adjustments Secondary $0 Amort
Exterior Wall Finish 4.00% $2.06 $366,692 Int Rate 0.00% Subtotal DCR 1.00
Elderly/9-Ft. Ceilings 3.00% 1.55 275,019
Roofing 0.00 0 Additional Amort
Subfloor (2.24) (398,720) Int Rate Aggregate DCR 1.00
Floor Cover 2.00 356,000
Porches/Balconies $18.15 20240 2.06 367,356 RECOMMENDED FINANCING STRUCTURE:
Plumbing $680 90 0.34 61,200
Built-In Appliances $1,675 220 2.07 368,500 Primary Debt Service $655,359
Stairs/Fireplaces 0.00 0 Secondary Debt Service 0
Enclosed Corridors 0.00 0 Additional Debt Service 0
Heating/Cooling 1.73 307,940 NET CASH FLOW $65,607
Garages $33.61 14,000 2.64 470,540
Comm &/or Aux Bldgs $61.63 6,600 2.29 406,742 Primary $9,560,000 Amort 480
Carports $8.90 12,000 0.60 106,800 Int Rate 6.30% DCR 1.10
SUBTOTAL 66.60 11,855,378
Current Cost Multiplier 1.01 0.67 118,554 Secondary $0 Amort 0
Local Multiplier 0.87 (8.66) (1,541,199) Int Rate 0.00% Subtotal DCR 1.10
TOTAL DIRECT CONSTRUCTION COSTS $58.61 $10,432,732
Plans, specs, survy, bld prm|  3.90% ($2.29) ($406,877) Additional $0 Amort 0
Interim Construction Interes| ~ 3.38% (1.98) (352,105) Int Rate 0.00% Aggregate DCR 1.10
Contractor's OH & Profit 11.50% (6.74) (1,199,764)
NET DIRECT CONSTRUCTION COSTS $47.61 $8,473,987
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,541,640 $1,587,889 $1,635,526 $1,684,592 $1,735,129 $2,011,491 $2,331,869 $2,703,275 $3,632,976
Secondary Income 67,584 69,612 71,700 73,851 76,066 88,182 102,227 118,509 159,266
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,609,224 1,657,501 1,707,226 1,758,443 1,811,196 2,099,672 2,434,096 2,821,784 3,792,242
Vacancy & Collection Loss (120,692)  (124,313) (128,042) (131,883) (135,840) (157,475) (182,557) (211,634) (284,418)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $1,488,532 $1,533,188 $1,579,184 $1,626,559 $1,675,356 $1,942,197 $2,251,539 $2,610,150 $3,507,824
EXPENSES at 4.00%
General & Administrative $85,267 $88,678 $92,225 $95,914 $99,751 $121,362 $147,656 $179,646 $265,919
Management 66,984 68,993 71,063 73,195 75,391 87,399 101,319 117,457 157,852
Payroll & Payroll Tax 194,920 202,717 210,825 219,258 228,029 277,432 337,538 410,667 607,888
Repairs & Maintenance 80,309 83,521 86,862 90,336 93,950 114,304 139,069 169,198 250,455
Utilities 62,850 65,364 67,979 70,698 73,526 89,455 108,836 132,415 196,007
Water, Sewer & Trash 84,190 87,558 91,060 94,702 98,490 119,829 145,790 177,376 262,559
Insurance 53,297 55,429 57,646 59,951 62,350 75,858 92,293 112,288 166,214
Property Tax 82,050 85,332 88,745 92,295 95,987 116,783 142,084 172,867 255,885
Reserve for Replacements 44,000 45,760 47,590 49,494 51,474 62,626 76,194 92,701 137,221
Other 13,700 14,248 14,818 15,411 16,027 19,499 23,724 28,864 42,726
TOTAL EXPENSES $767,567 $797,599 $828,813 $861,255 $894,974 $1,084,546 $1,314,502 $1,593,479 $2,342,725
NET OPERATING INCOME $720,966 $735,589 $750,370 $765,304 $780,382 $857,650 $937,037 $1,016,672 $1,165,099
DEBT SERVICE
First Lien Financing $655,359 $655,359 $655,359 $655,359 $655,359 $655,359 $655,359 $655,359 $655,359
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $65,607 $80,230 $95,012 $109,945 $125,024 $202,292 $281,678 $361,313 $509,740
DEBT COVERAGE RATIO 1.10 1.12 1.14 1.17 1.19 1.31 1.43 1.55 1.78
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LIHTC Allocation Calculation - Hillcrest Manor Senior Community, Lubbock, 4% HTC #060402

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS

(1) Acquisition Cost

Purchase of land [ $1,300,000 | $1,300,000

Purchase of buildings
(2) Rehabilitation/New Construction Cost

On-site work $1,842,500 $1,650,000 $1,842,500 $1,650,000

Off-site improvements
(3) Construction Hard Costs

New structures/rehabilitation hard costs | $7,730,000 | $8,061,925 | $7,730,000 | $8,061,925
(4) Contractor Fees & General Requirements

Contractor overhead $190,000 $190,000 $190,000 $190,000

Contractor profit $600,000 $582,716 $574,350 $582,716

General requirements $570,000 $570,000 $570,000 $570,000
(5) Contingencies $500,000 $485,596 $478,625 $485,596
(6) Eligible Indirect Fees $459,000 $459,000 $459,000 $459,000
(7) Eligible Financing Fees $1,281,500 $1,281,500 $1,281,500 $1,281,500
(8) All Ineligible Costs $361,500 $698,561
(9) Developer Fees $1,968,896

Developer overhead $500,000 $492,111 $492,111

Developer fee $1,500,000 $1,500,000 $1,500,000
(10) Development Reserves $250,000 $340,670
TOTAL DEVELOPMENT COSTS $17,084,500 $17,612,079 $15,094,871 $15,272,848 |

Deduct from Basis:

All grant proceeds used to finance costs in eligible basis

B.M.R. loans used to finance cost in eligible basis

Non-qualified non-recourse financing

Non-qualified portion of higher quality units [42(d)(3)]

Historic Credits (on residential portion only)

TOTAL ELIGIBLE BASIS $15,094,871 $15,272,848
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $19,623,333 $19,854,702
Applicable Fraction 91% 91%
TOTAL QUALIFIED BASIS $17,839,393 $18,049,729
Applicable Percentage 3.56% 3.56%
TOTAL AMOUNT OF TAX CREDITS $635,082 $642,570
Syndication Proceeds 0.9300 $5,906,266 $5,975,904

Total Credits (Eligible Basis Method) $635,082 $642,570

Syndication Proceeds $5,906,266 $5,975,904

Requested Credits $629,797

Syndication Proceeds

Gap of Syndication Proceeds Needed

Page 1

Credit Amount

$5,857,112

$7,524,500
$809,086

060402 Hillcrest Manor Senior Community.xls Print Date3/13/2006 11:01 AM
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Applicant Evaluation ||

Project ID # 060402 Name: Hill Crest Manor Senior Communit

LIHTC 9%![ |

City: Lubbock

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

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

vl No
L] No

National Previous Participation Certification Received: RV [ Yes

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

Projectsin Material Noncompliance

Tota # of Projects monitored: 4 #in noncompliance: 0
Yes [ ] No
Projects zerotonine. 4 Projectsnot reported  Yes [ ]
grouped ten to nineteen: 0 # monitored with ascore lessthan thirty: 4 in application No
by score twenty to twenty-nine: 0 # not yet monitored or pending review: 6 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable U]
Review pending [] Review pending [] Review pending L]
No unresolved issues [] No unresolved issues L] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that ] Issues found regarding late audit [ ] Unresolved issues found that ]
warrant disqualification : warrant disqualification
Unresolved issues found that U]
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 3/6/2006
Multifamily Finance Production Single Family Finance Production Real Estate Analysis
(Cost Certification and Workout)
Not applicable [ Not applicable Not applicable [
Review pending [ Review pending [ Review pending [
No unresolved issues No unresolved issues [ No unresolved issues [
Unresolved issues found L] Unresolved issues found [ Unresolved issues found L]
Unresolved issues found that [ Unresolved issues found that Unresolved issuesfound that [
warrant disqualification warrant disqualification warrant disqualification
(Comments attached) (Comments attached) (Comments attached)
Reviewer A. Martin Reviewer Sandy M. Garcia Reviewer
Date 3 /8 /2006 Date 3/6 /2006 Date
Community Affairs Office of Colonia I nitiatives Financial Administration
No relationship [ Not applicable [ No delinquencies found L]
Review pending [ Review pending [] Delinquencies found
No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [
Unresolved issues found that [ Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer Reviewer Reviewer Melissa M. Whitehead
Date Date Date 3/6 /2006
Acting Executive Director William Dally Executed: hursday, March 09, 2006
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Contract/Project ID 060402 Name [Hill Crest Manor Senior Community
City Lubbock Region
I review found no unresolved issue review found unresolved issue
Comments

Property #93101 The Meadows has an outstanding compliance invoice of $2,280.00 due 12/01/2005.
Property #2455 Sanger Trails has 2 outstanding compliance invoices of $10,400.00 due 03/01/2005 and
$5,200.00 due 070/01/2005.

Applicants
Developer/Applicant Role Disbarred No Pre-Cert
OHC/Hillcrest Ltd. Applicant Name [ ] [ ]
Noel Project Development LLC Special Limited Partner (.005 [ [
Outreach Housing Cor poration 21% Ownership/General Par [ ] [ ]
Richard Ruschman President [ ] [ ]
Berri McBride Director [ ] [ ]
Frank Seelye Director [ [
Nicholas Scheidt Director [ ] [ ]
Colonial Communities, Inc. 79% Ownership [ [
Richard Shaw 39.5% Member [ ] [ ]




David Turek 39.5% Member [ ] [ ]

Completed by IMeIissa M. Whitehead Completed on || 3/6/2006




MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
March 20, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Housing Tax Credits for Sea Breeze Senior
Apartments.

Summary of the Transaction

The application was received on February 3, 2006. The Issuer for this transaction is Sea Breeze (a public facility
corporation). The development isto be located at 5751 1-37 Accessin Corpus Christi. Demographics for the census
tract include AMFI of $30,321; the total population is 3983; the percent of population that is minority is 67.29%;
the percent of population that is below the poverty line is 30.03%; the number of owner occupied units is 819; the
number of renter units is 504 and the number of vacant unitsis 153. The percent of population that is minority for
the entire City of Corpus Christi is 61% (Census information from FFIEC Geocoding for 2005). The development
is new construction and will consist of 200 total units targeting the elderly population, with all affordable. The site
is currently properly zoned for such a development. The Department has received one letter in support from US
Congressman Solomon P. Ortiz and no letters in opposition. The bond priority for this transaction is:

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

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

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

(MUST receive 4% Housing Tax Credits)

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

[ ] Priority 3: Any qualified residential rental development.

Recommendation

Staff recommends the Board approve the issuance of Housing Tax Credits for Sea Breeze Senior Apartments.

Pagel of 1
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Sea Breeze Senior Apartments, TDHCA Number 060405

BASIC DEVELOPMENT INFORMATION

Site Address: 5751 | 37 Access Road Development #:
City: Corpus Christi Region: 10 Population Served:
County: Nueces Zip Code: 78408 Allocation;

HTC Set Asides: [ At-Risk [ Nonprofit [JuspAa L Rural Rescue HTC Purpose/Activity:

HOME Set Asides: Ll cHDO L preservation L General

Bond Issuer: Sea Breeze, A Public Facilities Corp.

060405
Elderly

NC

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

NC/R=New Construction and Rehabilitation, ACQ/R=Acquisition and Rehabilitation

OWNER AND DEVELOPMENT TEAM
Owner: Sea Breeze Seniors, LP

Richard Franco - Phone: (361) 889-3349

Developer: Sea Breeze Seniors, LP

Housing General Contractor: Cook Construction

Architect: MSA Architects, LLC

Market Analyst: The Siegel Group

Syndicator: Equity Fund Sponsored by PNC Bank
Supportive Services: Corpus Christi Housing Authority
Consultant: Madhouse Development Services

UNIT/BUILDING INFORMATION

30% 40% 50% 60% 65% 80% Total Restricted Units: 200
0 0 0 200 0 0 Market Rate Units: 0
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 100 100 0 0 Total Development Units: 200
Type of Building: Fourplex Total Development Cost: $15,541,732
Number of Residential Buildings: 50
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $612,571 $612,571 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $0 $0 0 0 0.00%

3/13/2006 08:54 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Sea Breeze Senior Apartments, TDHCA Number 060405

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment
State/Federal Officials with Jurisdiction:

TX Senator: Hinojosa, District 20 NC Points: \ 0 US Representative: Ortiz, District 27, S

TX Representative: Herrero, District 34 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Henry Garrett, Mayor, City of Corpus Resolution of Support from Local Government [ ]
Christi - NC

Jonathan Wagner, Community Development
Administrator, City of Corpus Christi -The proposed
activities in the application are consistent with the
jurisdiction’s current, approved Consolidated Plan.

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

General Summary of Comment:
The Department has received one letter in support from US Congressman Solomon P. Ortiz and no letters in opposition

CONDITIONS OF COMMITMENT

1. Per 850.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

2. Receipt, review and acceptance prior to construction commencement of a comprehensive noise study and evidence of implementation of the
recommendations of the noise study.

3. Receipt, review and acceptance of an updated commitment to purchase the bonds.

4. Receipt, review and acceptance at closing of a firm commitment for $150,000 from Corpus Christi Community Improvement Corporation with
terms.

5. Receipt, review and acceptance of documentation verifying the existence of this portion of Skyline Drive is a condition of this report. If the
street does not exist, an explanation including identification of the party responsible for construction of the street and documentation of the
related cost must be provided.

6. Receipt, review and acceptance of a 2005 audited financial statement for the Corpus Christi Housing Authority.

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

3/13/2006 08:54 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Sea Breeze Senior Apartments, TDHCA Number 060405

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

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

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0

Recommendation:

4% Housing Tax Credits with Bond Issuance: Credit Amount: $612,571

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $612,571 annually for ten years, subject to
conditions.

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

Recommendation:

3/13/2006 08:54 AM




TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DATE: March 10, 2006 PROGRAM: 4% HTC FILE NUMBER: 060405

DEVELOPMENT NAME |

Sea Breeze Seniors Apartments
APPLICANT
Name: Sea Breeze Seniors LP Type: For-profit controlled by nonprofit
Address: 3701 Ayers Streset City: Corpus Chrigti State:  TX
Zip: 78415 Contact:  Richard JFranco Phone: (361) 889-3349 Fax: (361) 889-3326
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: SeaBreeze GP, LLC (%): 0.01 Titlee  Managing General Partner
Name: Bluebonnet Gardens (%):  N/A Title:  Nonprofit owner of MGP
Name: Corpus Christi Housing Authority (%):  N/A Titlee  Parent of Bluebonnet Partners
Name: Madhouse Devel opment Services, Inc (%): N/A Title:  Housing Consultant

PROPERTY LOCATION |

Location: 5751 1-37 Access Road X ocT [] DDA
City: Corpus Chrigti County: Nueces Zip: 78408
REQUEST
Amount Interest Rate Amortization Term
$612,571* N/A N/A N/A

Other Requested Terms:  Annual ten-year allocation of housing tax credits; * request changed on 3/7/2006 from $614.145

Proposed Use of Funds: New construction Property Type: Multifamily
Special Purpose (s): Elderly, Urban/Exurban

RECOMMENDATION |

X RECOMMEND APPROVAL OF A HOUSING TAX CREDIT ALLOCATION NOT TO EXCEED
$612,571IANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.

CONDITIONS |

1. Receipt, review and acceptance prior to construction commencement of a comprehensive noise study

and evidence of implementation of the recommendations of the noise study.

Receipt, review and acceptance of an updated commitment to purchase the bonds.

Receipt, review and acceptance at closing of a firm commitment for $150,000 from Corpus Christi

Community Improvement Corporation with terms.

4. Receipt review and acceptance of documentation verifying the existence of this portion of Skyline
Driveis a condition of this report. If the street does not exist, an explanation including identification
of the party responsible for construction of the street and documentation of the related cost must be
provided.

5. Receipt, review and acceptance of a 2005 audited financial statement for the Corpus Christi Housing
Authority.

wnN




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

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

REVIEW of PREVIOUS UNDERWRITING REPORTS

Sea Breeze Senior Apartments was submitted and underwritten in the 2005 MRB with 4% HTC cycle. The
underwriting analysis recommended the project be approved subject to the following conditions:

1. Receipt, review, and acceptance of documentation by cost certification confirming that the Applicant
complied with all recommendations of the Phase | ESA.

2. Receipt, review and acceptance of an executed lease agreement for the subject property between CCHA
and the Applicant is a condition of this report.

3. Receipt review and acceptance of documentation verifying the existence of this portion of Skyline Driveis
a condition of this report. If the street does not exist, an explanation including identification of the party
responsible for construction of the street and documentation of the related cost must be provided.

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

The project was approved for an allocation of $585,999 in annual tax credits, but failed to close on the bonds.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Non-Res. # of )
Units: 200 Buildings 0 Buildings 1 Floors 1 Age NIA yrs

Net Rentable SF: 167,200 Av Un SF: 836 Common AreaSF: 3,978  GrossBIldg SF: 171,178

Yacant N/A a / /

STRUCTURAL MATERIALS

The structure will be wood frame on concrete slab. According to the plans provided in the application the
exterior will be comprised of 100% masonry veneer. The interior wall surfaces will be drywall and the
pitched roof will be finished with composite shingles.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be carpet, ceramic tile and resilient covering. Threshold criteria for the 2006 QAP
requires all development units to include: mini blinds or window coverings for all windows, a dishwasher, a
disposal, arefrigerator, an oven/range, an exhaust/vent fax in bathrooms, and a ceiling fan in each living area
and bedroom. New construction units must also include three networks: one for phone service, one for data
service, and one for TV service. In addition, each unit will include: microwave, an ice maker in the
refrigerator, a self-cleaning oven, laundry connections, a ceiling fixture in each room, a phone jack ineach
room, individual water heater, and eight-foot ceilings.

ONSITE AMENITIES

In order to meet threshold criteria for total units of 200 or more, the Applicant has elected to provide a service
coordinators office in addition to the leasing offices, a furnished community room, alibrary separate from the
community room, a senior activity room, community laundry room, an equipped business center or computer
learning center, a furnished fitness center, an enclosed sun porch or covered community porch, public
telephone(s) available to tenants 24 hours a day, an accessible walking path, community gardens, a gazebo
with sitting area, horseshoes, and shuffleboard.

Uncovered Parking: 190 spaces Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Sea Breeze Seniors is a +9-unit per acre new construction development of affordable housing
located in Corpus Christi. The development is comprised of 50 evenly distributed fourplex residential
buildings.

Architectural Review: The building and unit plans appear to be of sufficient size and are comparable to other
modern apartment developments. Acceptable access and storage space are planned. The elevations reflect

2




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

simple one-story buildings.

SITE ISSUES
SITE DESCRIPTION
. square . .
Size: 21.36 acres 930,442 feet Flood Zone Designation: Zone C

Zoning:  B4/Retail & Multifamily

SITE and NEIGHBORHOOD CHARACTERISTICS

L ocation: The proposed site is located in north Corpus Christi. Specifically, the site is located on the south
side of Interstate Highway 37, between the Corn Products Road exit and the Lantana Street exit.

Adjacent Land Uses: According to the Market Analyst, “ The proposed Sea Breeze Senior Apartments will be
located in a neighborhood that includes industrial and commercial development, with small areas of interior
development of single family residences and mobile homes.” According to the submitted Phase | ESA, “The
subject property is located in an area of Corpus Christi that has been developed as a commercial corridor into
the city. Many businesses in the area support the large petroleum-refining district located along the Port of
Corpus Christi...Even though extensive heavy industry is nearby, the subject property and much of the
immediate surrounding acreage has been developed as residential since the 1940's. The nearest refinery (or
portion of it), CITGO Refining and Chemical is about three quarters of a mile to the northwest.”

T North: IH-37 immediately adjacent and single family residential neighborhood, 44-unit Section 8
development, two churches and a school beyond,;

f  South: Skylark Drive and platted lots for manufactured homes immediately adjacent and mobile home
development, single family residential, churches, elementary school and light industrial beyond;

1 East: Motel 6 immediately adjacent and Airport Inn and Suites, Lantana Street, and single family
residential beyond; and

T West: north-south (9) pipeline easement immediately adjacent and Corn Products Road, motel and
entrances to industrial plants beyond.

Site Access. Access to the property appears to be directly from an extension of Skyline Drive via Lantana
Street. Access to Interstate Highway 37 is adjacent, which provides connections to all other major roads
serving the area.

Public Transportation: Public transportation to the area is provided by the Corpus Christi Regiona
Transportation Authority. The nearest stop islocated 0.5 miles south of the subject at Leopard and Lantana.

Shopping & Services. The closest hospital is located 3.1 miles southeast of the subject. Nine senior centers
are located throughout the City with Zavala Senior Center only 2.6 miles south of the proposed site. Services
including grocery and drug stores, retail shops, fast food chains and banks are within 2.5 miles.

Special Adverse Site Characteristics. The following issues have been identified as potentially bearing on the
viability of the site for the proposed development: Eight pipelines occupy a common easement on the west
side of the property. However, asingle high-pressure gas transmission line appears to exit the marked pipeline
easement and transects the northwest corner of Lot 1 Block 4. Under the scope of work for this report, SEM
cannot verify the easement boundaries at this time, but a survey stake observed at the northwest property
corner would suggest the gas line isinterior to the property.

Site Inspection Findings: TDHCA staff performed a site inspection on February 21, 2006 and found the
location to be acceptable for the proposed devel opment.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase | Environmental Site Assessment (ESA) report dated February 2005 was prepared by Southern
Ecology Management, Inc. and submitted with an application to TDHCA for the same site in 2005 (TDHCA
#05404).

The ESA was performed generally under ASTM E 1527, "Standard Practice for Environmental Site
Assessments: Phase 1 Environmental Site Assessment Process” ASTM International. The scope of the
standard includes petroleum products “because they are of concern with respect to many parcels of

3




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

commercial real estate and current custom and usage is to include an inquiry into the presence of petroleum
products when doing an environmental site assessment of commercial real estate.” The goa of the standard is
to identify Recognized Environmental Conditions which is defined as “the presence or likely presence of
Hazardous Substances or petroleum products on a property under conditions that indicate an existing release,
past release, or a material threat of release of any Hazardous Substances or petroleum products into structures
on the property or into the ground, groundwater, or surface water of the property.” Hazardous Substance is
defined to include “any hazardous air pollutant listed under section 112 of the Clean Air Act (42 USC 7412).”
(For referenced ASTM standards, visit the ASTM website, www.astm.org.) However, it does not appear
likely that the level of Hazardous Substancesin the air is part of the scope of a Phase | ESA.

Findings:

1 Pipeline Easement: “A pipeline easement adjoins the property boundary. In this easement, there are nine
(9) buried pipelines... The El Paso high-pressure gas transmission line appears to exit the marked pipeline
easement and transects the northwest corner of Lot 1 Block 4. SEM cannot verify (by survey) the
easement boundaries at this time, but a survey stake observed at the northwest property corner would
suggest the gas line isinterior to the property boundary” (p. 10).

! Leaking Underground Storage Tank (LUST): “Four sites are listed on the database for the common
reason that they all have leaking underground storage tanks. They are: Times Market No. 18; the former
B&P Rental, currently Dix Fairway Terminals, LLC; the former Coastal No. 3056, currently Circle K No.
7056...and the former Maverick Market, currently the site of Acetylene Oxygen Company (AOC)” (p. 6).
“However, all of these sites are too distant for migration of contaminated groundwater to impact the
subject property” (p. 9).

1 Miscellaneous Debris and Equipment: “There is approximately 12 to 15 cubic yards of broken
concrete...wooden pallets, large plastic water pipe, and steel pipes’ (p. 9). “An apparently inoperative
‘oiler’ truck is parked near the east property line. The tank on the truck held tar, or ‘tack coat’ for road
construction. No attempt was made to determine if the tank had any contents. In addition to the truck, a
6-foot diameter shredder and a set of two-row disks remain at the site” (pp. 9-10).

f Storage Container: “Although no hazardous materials were seen onsite, it should be noted that a cargo
box (approximately 6 ft. by 18 ft.) from a commercial truck islocated on the subject property and appears
to have recently been used as a storage building. The content of this storage ‘shed’ is unknown and
unidentified” (p. 9).

1 Corrective Action Activity Site (CORRACTS): “CITGO Refining and Chemical, West Plant islisted as
a RCRA [Resource Conservation and Recovery Act] corrective action activity site (CORRACTS).
Cargo’'s west plant management office referred to and identified in the EDR [Environmental Data
Resources, Inc.] radius search report is actually located over two miles from the subject site. However,
CITGO is alarge refinery and covers many hundreds of acres, some of which are within one-mile of the
site. The corrective action referenced in the database refers to CITGO’s inaction to contain a known
plume of contaminated groundwater. However, after additional remedial plans and the implementation of
those plans, the TCEQ [Texas Commission on Environmental Quality] now considers the migration of
contaminants under control. CITGO’s contaminated groundwater odes not impact the subject site. Thisis
due to the location of the refineries on or below the ‘bluff’ above Nueces Bay and the Port of Corpus
Christi where groundwater gradient is toward to bay, directly away from the subject site” (p. 6).

Recommendations:. “...the truck [that appears to have held tar] should be removed from the property so that
fuel, oil or antifreeze does not eventually contaminate the soil. None of the RCRA sites from EDR’s radius
search impact the subject property in any manner. Surface or groundwater migration of contaminants known
to exist at severa refineries will not impact the subject property. However, it is reasonable to expect that
regulated air emissions, at times, could be a cause of annoyance to people. [In the case of the high-pressure
gas transmission ling] SEM can only suggest confirmation of the line's location against construction plans in
that area of the property” (p. 12). “The overall assessment of the property indicates there are no significant
environmental concerns’ (p. 1).

It appears from the site inspection conducted by TDHCA staff in 2005 that a noticeable odor is apparent in the
area. As stated above, the standards to which the Phase | ESA was performed may not encompass hazardous
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TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

air pollutants unless it is found from testing that the normally airborne contaminant has affected the ground,
groundwater or surface water found on the property. No testing is conducted for air quality. However, current
program rules do not require testing of air quality. The unresolved issues from the Phase | ESA (Pipeline
easement, Debris and Equipment and the Storage Container) appear to be easily addressed or mitigated by the
Developer during the construction period. Therefore, receipt, review and acceptance of documentation
confirming that the Applicant complied with al recommendations of the submitted Phase | ESA was a
condition of the underwriting recommendations for the development (TDHCA #05404) in 2005.

The Texas Commission on Environmental Quality was contacted by TDHCA staff in 2005 to research
possible air quality issues associated with close proximity to operating oil refineries identified by the TDHCA
Inspector. Vincent Leopold, a TCEQ toxicologist familiar with the subject area, has reviewed up to seven
years of volatile organic compound (VOC) data from air monitoring stations in the general area.
Concentrations of VOCs were acceptable. Concentrations of sulfur compounds at monitoring sites available
in 2004 and through March 2005 were reviewed. Sulfur dioxide levels were acceptable. The concentration of
hydrogen sulfide exceeded the acceptable level during part of one day at one monitoring site in 2004. At two
monitoring stations that began operating on November 29, 2004 and December 1, 2004, respectively,
hydrogen sulfide concentrations exceeded acceptable levels during part of two days in January 2005. These
monitoring sites appear to be closer to and more predominantly downwind of industrial sources than is the
proposed building site.

A Phase | Environmental Site Assessment (ESA) report dated February 2006 was prepared by Southern
Ecology Management, Inc. and submitted with the current application to TDHCA.

Findings:

T “A high-pressure gas pipeline crosses the northwest corner of the subject property. It is buried and
presumably installed under conventional safety specifications for such pipelines.”

f “A potential concern is created by the noise levels originating from the nearby Interstate Highway 37.
Noise abatement techniques may have to be implemented. Aircraft noise does not appear to be a concern.”

T  “Air emissions in the Corpus Christi area are not officially considered an environmental problem.
However, due the proximity of the subject property to the refineries, unfavorable odors will occur from
timeto time.”

T “CITGO Refining and Chemical, West Plant is listed as a RCRA corrective action activity site
(CORRACTYS)... CITGO's contaminated groundwater does not impact the subject site. Thisis due to the
location of the refineries on or below the “bluff” above Nueces Bay and the Port of Corpus Christi where
groundwater gradient is toward the bay, directly away from the subject site.”

1 “Four sites are listed on the database for the common reason that they all have leaking underground
storage tanks (LTANKS). They are: Times Market No. 18; the former B& P Rental, currently Dix Fairway
Terminadls, L.L.C; the former Coastal No. 3056, currently Circle K No. 7056, and selling CITGO fuel; and
the former Maverick Market, currently the site of Acetylene Oxygen Company (AOC).” The ESA
indicates none of these sites are an environmental concern to the property.

f There are three (3) manholes to the city sanitary sewer system along the north property boundary. An
additional manhole islocated near the central interior of the property.

f  Along the southern property line, new natural gas lines have been installed to service the recently
constructed mobile home lots on Skylark Drive.

Conclusion: “The property appears to have been well maintained from the time that it was aworking pasture.
Improvements have been made (by State and city entities) such as engineered drainage, in part to
accommodate the construction of IH-37. There were no areas where stained soil or stressed vegetation was
observed, which might indicate surface (or subsurface) contamination. None of the listed RCRA sites from
EDR'’s radius search impact the subject property in any manner. Surface or groundwater migration of
contaminants known to exist at several refineries will not impact the subject property due to distance from the
subject site and to overall groundwater migration northward toward Nueces Bay. There are no recognized
environmental conditions on the subject property with the exception of following concerns.

1 It is reasonable to expect that regulated air emissions from the refineries, at times, could be a cause of
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annoyance to people even though the Corpus Christi areais officially an “attainment” zone.

f There are potentialy high noise levels originating from Interstate Highway 37. Noise abatement
techniques may have to be implemented.

A high-pressure gas transmission line angles away from a common easement (in a NNE direction onto the
subject property) as shown on a survey by Naismith Engineering, Inc.”

Receipt, review and acceptance prior to construction commencement of a comprehensive noise study and

evidence of implementation of the recommendations of the noise study is a condition of this report.

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. To qualify as a Priority 2 Private Activity Bond allocation for a Qualified Residential Rental
Project, the Applicant has elected to set-aside 100% of the units with rent and income restrictions at 60% of
area median family income (8§ 1372.0321). As a condition of permanent financing to be provided by the
Corpus Christi Housing Authority, 20 of the units will also be considered replacement public housing with
tenants paying only 30% of their monthly income for rent.

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

60% of AMI $19,740 $22,560 $25,380 $28,200 $30,480 $32,700

MARKET HIGHLIGHTS

A market feasibility study dated February 8, 2006 was prepared by The Siegel Group (“TSG” or “Market
Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “ The Primary Market Area (PMA) is defined as a Highway 357
to the South; Airline Road to the East; Ocean Drive to the Northeast and Up River Road to the North. The
major arteries in the Primary Market Area are Interstate Highway 37 and South Padre Island Drive (SPID).
The PMA was selected as the primary area from which tenants will be drawn based on interviews with local
officials and the number of commuters in the community. As with many senior housing developments, the
PMA is dlightly larger than would be typical of family-oriented developments in the area. The furtherist point
from the subject is 8.5 miles’ (p. 4). This area encompasses approximately 57 square miles, equivalent to a
circlewith afour-mile radius.

“The Secondary Market Areais defined as the entire City of Corpus Christi. According to managers at senior
properties in the City, the tenant base is drawn from all over the city and region...It is anticipated that
approximately 30% of the tenants will originate from this area. The Secondary Market Area was derived from
interviews with local property manager” (p. 4).

Population: “The senior (55 and older) population for the PMA is estimated at 36,084. During the period of
2005 to 2010 the senior population is projected to increase to 39,575 or 1.9% annually” (p. 5). The number of
senior households in 2005 was estimated at 22,156 and is expected to increase to 23,998 by 2010.

Total Primary Market Demand for Rental Units: The Market Analyst utilized a household size-appropriate
adjustment rate of 80% (p. 61). The Analyst’sincome band of $15,840 to $25,380 (p. 61) resultsin an income
eligible adjustment rate of 14.6% (p. 61). The tenure appropriate adjustment rate of 40% is specific to the
general population (p. 34). The Market Anayst indicates a turnover rate of 62% applies based on IREM data
(p. 61); however, the Analyst failed to indicate the year and location the IREM data used was collected.

In addition, the Market Analyst calculated 1,816 units of demand from the Target, Size-Appropriate, Income-
Eligible Renter Households in the Secondary Market, but included only 38 units of demand in the subject’s
demand analysis (p. 62).
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ANNUAL TARGETED INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand

Household Growth 22 13% 14 4%
Resident Turnover 818 64% 362 96%
Other Sources. Secondary Market 38 23% N/A N/A
TOTAL ANNUAL DEMAND 878 100% 376 100%

Ref: p. 62
Inclusive Capture Rate: “There are no unstabilized comparable units in the PMA; therefore, the Inclusive
Capture Rate isidentical to the Smple Capture Rate at 30%” (p. 62).
The Underwriter calculated an inclusive capture rate of 53% based upon a revised demand of 376 (based on a
renter percentage for householder age 55+ at 24.3% and a turnover rate of 57.6%). A capture rate of up to
100% is acceptable for a development targeting senior households.

Market Rent Comparables: The Market Analyst surveyed ten comparable apartment projects totaling 2,114
units; however, only nine were included in the rent analysis.

RENT ANALY SIS (net tenant-paid rents)
Unit Type (% AMI) Proposed Program Max Differential Est. Market Differential
1-Bedroom (60%) $480 $480 $0 $735 -$255
2-Bedroom (60%) $573 $573 $0 $917 -$344

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

Primary Market Occupancy Rates. “The average occupancy for the surveyed units in the market is 95%. In
addition, local property managers indicated very low turnover rates among senior renters. Taking into
consideration the limited number of quality, affordable senior housing options in Corpus Christi, long-term
stabilized occupancy is projected to be 95%" (p. 63).

Absorption Projections. “According to the developer, construction is expected to take approximately 18
months with a projected lease-up rate of eleven units per month (eighteen months)... Due to similarities with
respect to design and tenant base, the subject is most comparable to Cimmaron Senior Apartments. As aresullt,
the analyst has projected an absorption rate similar to Cimmaron Senior Apartment at 11 units per month. It is
the analyst’s opinion that on the lack of quality senior housing choices in the area and the high demand for
housing, lease-up rate of eleven units per month (eighteen months) is achievable” (p. 63).

Known Planned Development: “In addition, there are seven approved “family” oriented LIHTC propertiesin
the City of Corpus Christi (Holly Park Apartments, Riversquare Apartments, LULAC Village Park
Apartments, Navigation Pointe, Hampton Port Apartments, Villas at Costa Tarragona, and South Point
Apartments). Villas at Costa Tarragona, LULAC Village Park Apartments, and Navigation Pointe are all
scheduled to break ground in 2006. To date, there are no pending senior oriented applications for Tax Credits
that may have priority over the subject property. There were five LIHTC Applications in the City of Corpus
Christi that were submitted during the Pre-Application round. Four of the five properties target families and
one property targets seniors (Buena Vida Senior Village). Located 3.5 miles south of the subject property at
4560 Old Brownsville Road, the proposed Buena Vida Senior Village will include 120 units’ (p. 36).

Existing LIHTC Stock: “There are no senior LIHTC properties located within one-mile of the subject
property. Thereisonly one other senior LIHTC property in Corpus Christi with similar amenities, design and
construction as the subject property, Cimmaron Senior Apartments. This property, located 12.2 miles
southeast of the subject in the Secondary Market Area, opened in 1999. Cimmaron Senior Apartments is a
180-unit, low-income senior oriented property with one- and two-bedroom units set aside for households at or
below 50% and 60% AMGI. The occupancy rate for this property is currently 95%. According to management
at Cimmaron Senior Apartments, there continues to be a need for additional affordable housing units’ (p. 36).

Market Study AnalysisgConclusions: The Underwriter found the market study provided sufficient
information on which to base a funding recommendation.
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OPERATING PROFORMA ANALYSIS

Income: The Applicant’s gross potential rent, secondary income and vacancy and collection loss assumptions
are comparable to the Underwriter’s estimates. The Applicant’s effective gross incomeis only $5 less than the
Underwriter’ s estimate, most likely due to rounding.

Expenses. The Applicant’s total annual expense projection is within 5% of the Underwriter’s estimate based
on current database information for similarly-sized properties located in the Corpus Christi region. However,
the Applicant’s line item expense estimate for repairs and maintenance is $28K less than the Underwriter’'s
estimate. This difference is offset by the Applicant’s property insurance figure, which is $22K higher than the
Underwriter’s estimate. It should be noted, both the Applicant’ s and the Underwriter’ s proformas assume the
development will be 100% tax-exempt due to the ownership interest of the Corpus Christi Housing Authority
and the proposed lease structure. Finaly, the Applicant understated the current TDHCA compliance fee of
$40 per unit annually.

Conclusion: Because the Applicant’s gross income, total annual operating expense, net operating income are
each within 5% of the Underwriter's estimates, the Applicant’s proforma is used to determine the
development’s debt capacity. The proposed permanent financing structure results in an initial year's debt
coverage ratio (DCR) of 1.19, which is within the Department’ s DCR guideline of 1.10 to 1.30.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE

Land: 23.493 acres $328,902 Assessment for the Year of: 2005
lacre: $14,000 Valuation by: Nueces County Appraisal District
Total: prorated 21.36 acres ~ $299,040 Tax Rate: N/A

EVIDENCE of SITE or PROPERTY CONTROL
Type of Site Control: Warranty Deed (21.36 acres)
Acquisition Cost: $961,200 Other: Buyer (CCHA) will lease to Partnership for $1
Grantor:  D&JLand Company, Inc Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The transaction between the Corpus Christi Housing Authority (CCHA) and the sellerisa
third party land sale and, therefore, the acquisition cost is assumed to be reasonable. 1t should be noted CCHA
plans to lease the property to the Applicant; a contract for lease indicates aterm of no less than 75 years and a
rental rate of $10.00 per year.

The Housing Authority purchased the site with grant funds sourced from its Annual Contributions Contract.
A settlement statement confirms a purchase price of $961,200. The purchase price is included as a
development cost and offset by an equal source of fundsin this analysis.

Off-Site Costs: No off-site costs were included in the Applicant’s cost schedule. However, an extension of
Skyline Drive, which provides access to the site from Lantana Street, may not currently exist. Receipt review
and acceptance of documentation verifying the existence of this portion of Skyline Drive is a condition of this
report. If the street does not exist, an explanation including identification of the party responsible for
construction of the street and documentation of the related cost must be provided. Offsite costs related to
construction of the street should not negatively impact the development’s financial feasibility as developer fee
and related-party contractor fees totaling $2.8M are available to be deferred to fund such costs.

Sitework Cost: The Applicant’s claimed sitework costs of $6.4K per unit are within current Department
guidelines. Therefore, further third party substantiation is not required.

Direct Construction Cost: The Applicant’s direct construction cost estimate is $407K, or more than 5%, less
than the Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate.




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

Interim Financing Fees: The Underwriter reduced the Applicant’s eligible interim financing fees by $149K
to reflect an apparent overestimation of eligible construction loan interest and to bring the eligible interest
expense down to one year of fully drawn interest expense. This results in an equivalent reduction to the
Applicant’s eligible basis estimate.

Eees: The Applicant included soft cost contingency as an indligible indirect construction cost. This amount
was added to the hard cost contingency by the Underwriter resulting in a total of $538,533. The dligible
portion was limited to five percent eligible site work and direct construction costs, or $436,327. The
Applicant’s €ligible developer fees exceed 15% of the Applicant’s eligible costs; therefore, the Applicant’s
eligible basis must be reduced by $26,774.

Conclusion: The Applicant’s total development cost is within 5% of the Underwriter’ s estimate; therefore, the
Applicant cost schedule will be used to calculate the development’s eligible basis and permanent financing
needs. It should be noted, the Applicant’s development cost schedule reflects atotal of $15,542,029 while the
line item costs sum to $15,541,732, a difference of only $297. Adjustments to the Applicant's
characterization of line-item costs as eligible for tax credit purposes (as described above) result in an eligible
basis of $13,375,728 and tax credits of $617,290. This figure will be compared to the Applicant’s request and
the tax credits calculated based on the development’ s gap in need to determine the recommended all ocation.

FINANCING STRUCTURE

INTERIM TO PERMANENT BOND FINANCING

Sourcee  RBC Dain Rauscher Contact: Helen Haugh Feinberg

Tax-Exempt Amount:  $7,855,000 Interest Rate:  6.50%, lender's underwriting rate

Additional Information: ~ Bondsissued by Sea Breeze (A Public Facility Corp.); 3-year interim period

Amortization: 40 yrs  Term: 43 yrs  Commitment: [ ] LOl [] Firm [X] Conditional
Annual Payment: $558,580 Lien Priority: 1% Datee 0L/ 26/ 2005

INTERIM TO PERMANENT FINANCING

Source:  Corpus Christi Community Improvement Corporation ~ Contact:  Jonathan Wagner

Tax-Exempt Amount: ~ $150,000 Interest Rate: 1.0%
Additional Information: ~ Commitment in the form of meeting minutes (July 26, 2005)
Amortization:  Unknown yrs Term:  N/A  yrs Commitment: [ ] LOI  [] Firm [X] None
Annual Payment: From Cashflow Lien Priority: 1% Date:
GRANT
Source:  Corpus Christi Housing Authority Contact:  Richard JFranco
Principal Amount:  $961,200 Commitment: [] None Xl  Firm []  Conditiona

Supported by Annual Contributions Contract with HUD ($1,053,106 over 3 years);
20 units will be designated as replacement public housing

Additional Information:

TAX CREDIT SYNDICATION

Source: Equity Fund Sponsored by PNC Bank Contact: Bradley JBullock
Net Proceeds: $5,710,977 Net Syndication Rate (per $1.00 of 10-yr HTC) 93¢
Commitment: X Lo [] Firm [] Conditiona  Date: 01/ 03/ 2006

Additional Information: Based on an annual tax credit allocation of $614,145

APPLICANT EQUITY

Amount:  $864,852 Sour ce: Deferred Developer Fee
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FINANCING STRUCTURE ANALYSIS

Interim to Permanent Bond Financing: The tax-exempt bonds are to be issued by Sea Breeze (A Public
Facility Corp.) and purchased by RBC Dain Rauscher. The permanent financing commitment is consistent
with the terms reflected in the sources and uses of funds listed in the application. However, the annual debt
service utilized by the Applicant in the application forms is incorrect based on the proposed terms. The
commitment date is also in reference to the 2005 application and all deadlines have past; therefore, receipt,
review and acceptance of an updated commitment for purchase of the bonds is a condition of this report.

The Corpus Christi Housing Authority, parent of the controlling nonprofit, utilized $961,200 funded from an
existing HUD Annual Contribution Contract to purchase the proposed tract. This figure is included as a
source of funds by the Applicant.

Finally, the Applicant’s sources of funds includes a $150,000 HOME loan through Corpus Christi Community
Improvement Corporation. The Applicant has indicated the loan will be reapid form cashflow at an interest
rate of 1.0%. Receipt, review and acceptance at closing of a firm commitment for $150,000 from Corpus
Christi Community Improvement Corporation with terms is a condition of this report.

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

Deferred Developer’s Fees. The Applicant’s deferred developer’s fees of $864,852 amount to 49% of the
proposed devel oper fees.

Financing Conclusions: As stated above, the Applicant cost schedule, as adjusted by the Underwriter for
overstated digible costs, was used to calculate the development’s eligible basis and annual tax credits of
$617,290. However, the Applicant’s request is less than both the tax credit calculated based on the estimated
eigible basis and gap in need for permanent funds. Therefore, the recommended alocation is $612,571
resulting in syndication proceeds of $5,696,340 based on current terms. Anticipated deferred developer fees
of $879,192 appear to be repayable from cashflow within 10 years of stabilized operation.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, Property Manager and Supportive Services firm are all related entities. These are
common relationships for HTC-funded developments. The principal of the Housing Consultant is related to
the contact listed for the syndicator.

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

Financial Highlights:

The Applicant submitted an unaudited balance sheet as of January 1, 2006 indicating total assets of $993K
comprised of $25K in cash and $967K in real property. Liabilities total $1.3M resulting in negative net
assets of $344K.

1 The General Partner is anewly formed entity.

1 Bluebonnet Gardens, owner of the General Partner, submitted an unaudtied balance sheet as of February
28, 2006 indicating total assets of $656K comprised of $550K in real property and $106K in capitalized
development costs. Liabilities total $656K resulting in net assets of $0.

f Corpus Christi Housing Authority, parent of Bluebonnet Partners, submitted an unaudited financia
statement as of December 31, 2004 reporting total assets of $25.5M and consisting of $2.5M in cash,
$26K in receivables, $394K in other current assets, $583K in machinery equipment, and $19.9M in
fixtures. Liabilities totaled $532K and contingent liabilities of $429K, resulting in net assets of $24.5M.
Receipt, review and acceptance of a 2005 audited financial statement for the Corpus Christi Housing
Authority isa condition of this report.

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

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

proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

1 Itemsidentified in previous reports/analyses have not been satisfactorily addressed.
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I The Applicant’s direct construction costs differ from the Underwriter’s Marshall and Swift-based estimate
by more than 5%.

f Significant environmental risk exists regarding proximity to operating refineries, noise levels from
adjacent highway, and active pipelines.

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

1 The anticipated ad valorem property tax exemption may not be received or may be reduced, which could
affect the financial feasibility of the development.

Underwriter: Date:
Lisa Vecchietti

Director of Real Estate Analysis: Date:
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Sea Breeze Senior Apartments, Corpus Christi, 4% HTC #060405

Type of Unit Number Bedrooms | No. of Baths Size In SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SF Tnt-Pd Util Wtr, Swr, Trsh
TC 60% 100 1 1 755 $528 $480 $48,000 $0.64 $48.00 $57.00
TC 60% 100 2 1 917 634 $573 57,300 0.62 61.00 63.00
TOTAL: 200 AVERAGE: 836 $581 $527 $105,300 $0.63 $54.50 $60.00

INCOME Total Net Rentable Sq Ft: 167,200 TDHCA APPLICANT Comptroller's Region 10
POTENTIAL GROSS RENT $1,263,600 $1,263,600 IREM Region Corpus Christi
Secondary Income Per Unit Per Month: $13.54 32,496 32,496 $13.54 Per Unit Per Month
Other Support Income: 0 0
POTENTIAL GROSS INCOME $1,296,096 $1,296,096
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (97,207) (97,212) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $1,198,889 $1,198,884
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 3.79% $227 0.27 $45,471 $43,600 $0.26 $218 3.64%

Management 5.00% 300 0.36 59,944 59,900 0.36 300 5.00%

Payroll & Payroll Tax 14.16% 849 1.02 169,780 158,000 0.94 790 13.18%

Repairs & Maintenance 6.71% 402 0.48 80,459 52,600 0.31 263 4.39%

Utilities 2.73% 164 0.20 32,700 28,000 0.17 140 2.34%

Water, Sewer, & Trash 5.20% 312 0.37 62,365 66,200 0.40 331 5.52%

Property Insurance 3.49% 209 0.25 41,800 64,000 0.38 320 5.34%

Property Tax 0.00% 0 0.00 0 0 0.00 0 0.00%

Reserve for Replacements 3.34% 200 0.24 40,000 50,000 0.30 250 4.17%

SuppServ,CompFee,Security 1.92% 115 0.14 23,000 20,000 0.12 100 1.67%

TOTAL EXPENSES 46.34% $2,778 $3.32 $555,519 $542,300 $3.24 $2,712 45.23%
NET OPERATING INC 53.66% $3,217 $3.85 $643,369 $656,584 $3.93 $3,283 54.77%
DEBT SERVICE
First Lien Mortgage 46.03% $2,759 $3.30 $551,852 $560,143 $3.35 $2,801 46.72%
Local Gov't Loan or Grant 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 7.63% $458 $0.55 $91,518 $96,441 $0.58 $482 8.04%
AGGREGATE DEBT COVERAGE RATIO 1.17 1.17
RECOMMENDED DEBT COVERAGE RATIO 1.19
CONSTRUCTION COST

Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 6.24% $4,947 $5.92 $989,436 $989,436 $5.92 $4,947 6.37%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 8.09% 6,408 7.66 1,281,528 1,281,528 7.66 6,408 8.25%
Direct Construction 46.98% 37,225 44.53 7,445,021 7,038,301 42.10 35,192 45.29%
Contingency 5.00% 2.75% 2,182 2.61 436,327 538,533 3.22 2,693 3.47%
General Req'ts 5.67% 3.12% 2,475 2.96 494,958 494,958 2.96 2,475 3.18%
Contractor's G & A 1.86% 1.02% 812 0.97 162,319 162,319 0.97 812 1.04%
Contractor's Profit 5.67% 3.12% 2,475 2.96 494,985 494,985 2.96 2,475 3.18%
Indirect Construction 3.94% 3,125 3.74 625,000 625,000 3.74 3,125 4.02%
Ineligible Costs 4.59% 3,636 4.35 727,253 727,253 4.35 3,636 4.68%
Developer's G & A 4.90% 3.73% 2,952 353 590,478 590,478 353 2,952 3.80%
Developer's Profit 9.79% 7.45% 5,905 7.06 1,180,956 1,180,956 7.06 5,905 7.60%
Interim Financing 7.06% 5,590 6.69 1,117,985 1,117,985 6.69 5,590 7.19%
Reserves 1.89% 1,500 1.79 300,000 300,000 1.79 1,500 1.93%
TOTAL COST 100.00% $79,231 $94.77 $15,846,246 $15,541,732 $92.95 $77,709 100.00%
Recap-Hard Construction Costs 65.10% $51,576 $61.69 $10,315,138 $10,010,624 $59.87 $50,053 64.41%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 49.57% $39,275 $46.98 $7,855,000 $7,855,000 $7,855,000 Developer Fee Available
Local Gov't Loan or Grant 6.07% $4,806 $5.75 961,200 961,200 961,200 $1,744,660
Private Loan or Grant (HOME) 0.95% $750 $0.90 150,000 150,000 150,000 % of Dev. Fee Deferred
HTC Syndication Proceeds 36.04% $28,555 $34.16 5,710,977 5,710,977 5,696,340 50%
Deferred Developer Fees 5.46% $4,324 $5.17 864,852 864,852 879,192 | 15-Yr Cumulative Cash Flow
Additional (Excess) Funds Req'd 1.92% $1,521 $1.82 304,217 (297) 0 $3,166,672
TOTAL SOURCES $15,846,246 $15,541,732 $15,541,732

TCSheet Version Date 4/11/05tg
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Sea Breeze Senior Apartments, Corpus Christi, 4% HTC #060405

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $7,855,000 Amort 480
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 6.50% DCR 117
Base Cost | $51.83 | $8,665,344
Adjustments Secondary $961,200 Amort
Exterior Wall Finish 4.80% $2.49 $415,937 Int Rate Subtotal DCR 117
Elderly 5.00% 2.59 433,267
Roofing 0.00 0 Additional $150,000 Amort
Subfloor (2.24) (374,528), Int Rate 1.00% Aggregate DCR 117
Floor Cover 2.22 371,184
Porches/Balconies $16.36 16,050 1.57 262,578 RECOMMENDED FINANCING STRUCTURE APPLICANT'S N
Plumbing $680 0 0.00 0
Built-In Appliances $1,675 200 2.00 335,000 Primary Debt Service $551,852
Stairs/Fireplaces 0.00 0 Secondary Debt Service 0
Enclosed Corridors 0.00 0 Additional Debt Service 0
Heating/Cooling 1.73 289,256 NET CASH FLOW $104,732
Garages/Carports 0.00 0
Comm &/or Aux Bldgs $65.36 3,978 1.56 260,012 Primary $7,855,000 Amort 480
Other: 0.00 0 Int Rate 6.50% DCR 119
SUBTOTAL 63.74 10,658,050
Current Cost Multiplier 1.01 0.64 106,580 Secondary $961,200 Amort
Local Multiplier 0.85 (9.56) (1,598,707) Int Rate Subtotal DCR 1.19
TOTAL DIRECT CONSTRUCTION COSTS $54.82 $9,165,923
Plans, specs, survy, bld prn] ~ 3.90% (%$2.14) ($357,471), Additional $150,000 Amort
Interim Construction Interes|  3.38% (1.85) (309,350), Int Rate 1.00% Aggregate DCR 1.19
Contractor's OH & Profit 11.50% (6.30) (1,054,081)
NET DIRECT CONSTRUCTION COSTS $44.53 $7,445,021

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE (APPLICANT'S NOI)

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,263,600 $1,301,508 $1,340,553 $1,380,770 $1,422,193 $1,648,711 $1,911,308 $2,215,730  $2,977,756
Secondary Income 32,496 33,471 34,475 35,509 36,575 42,400 49,153 56,982 76,579
Contractor's Profit 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,296,096 1,334,979 1,375,028 1,416,279 1,458,767 1,691,111 1,960,461 2,272,712 3,054,335
Vacancy & Collection Loss (97,212)  (100,123) (103,127) (106,221) (109,408) (126,833) (147,035) (170,453) (229,075)
Developer's G & A 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME ~ $1,198,884  $1,234,855 $1,271,901 $1,310,058 $1,349,360 $1,564,278 $1,813,427 $2,102,259  $2,825,260
EXPENSES at 4.00%
General & Administrative $43,600 $45,344 $47,158 $49,044 $51,006 $62,056 $75,501 $91,859 $135,973
Management 59,900 61697.247 63548.16443 65454.60936 67418.24764 78156.22663 90604.48727  105035.4331  141158.839
Payroll & Payroll Tax 158,000 164,320 170,893 177,729 184,838 224,883 273,605 332,882 492,747
Repairs & Maintenance 52,600 54,704 56,892 59,168 61,535 74,866 91,086 110,820 164,041
Utilities 28,000 29,120 30,285 31,496 32,756 39,853 48,487 58,992 87,322
Water, Sewer & Trash 66,200 68,848 71,602 74,466 77,445 94,223 114,637 139,473 206,455
Insurance 64,000 66,560 69,222 71,991 74,871 91,092 110,827 134,838 199,594
Property Tax 0 0 0 0 0 0 0 0 0
Reserve for Replacements 50,000 52,000 54,080 56,243 58,493 71,166 86,584 105,342 155,933
Other 20,000 20,800 21,632 22,497 23,397 28,466 34,634 42,137 62,373
TOTAL EXPENSES $542,300  $563,393 $585,312 $608,089 $631,758 $764,762 $925,965 $1,121,379  $1,645,596
NET OPERATING INCOME $656,584  $671,462 $686,589 $701,969 $717,602 $799,516 $887,462 $980,879  $1,179,664
DEBT SERVICE
First Lien Financing $551,852 $551,852 $551,852 $551,852 $551,852 $551,852 $551,852 $551,852 $551,852
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $104,732  $119,611 $134,738 $150,118 $165,750 $247,665 $335,610 $429,028 $627,812
DEBT COVERAGE RATIO 1.19 1.22 1.24 1.27 1.30 1.45 1.61 1.78 2.14
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| LIHTC Allocation Calculation - Sea Breeze Senior Apartments, Corpus Christi, 4% HTC #06040!

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land $989,436 | $989,436
Purchase of buildings
(2) Rehabilitation/New Construction Cost
On-site work $1,281,528 $1,281,528 $1,281,528 | $1,281,528
Off-site improvements
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $7,038,301 |  $7,445,021 | $7,038,301 |  $7,445,021
(4) Contractor Fees & General Requirements
Contractor overhead $162,319 $162,319 $162,319 $162,319
Contractor profit $494,985 $494,985 $494,985 $494,985
General requirements $494,958 $494,958 $494,958 $494,958
(5) Contingencies $538,533 $436,327 $415,991 $436,327
(6) Eligible Indirect Fees $625,000 $625,000 $625,000 $625,000
(7) Eligible Financing Fees $1,117,985 $1,117,985 $1,117,985 $1,117,985
(8) All Ineligible Costs $727,253 $727,253
(9) Developer Fees $1,744,660
Developer overhead $590,478 $590,478 $590,478
Developer fee $1,180,956 $1,180,956 $1,180,956
(10) Development Reserves $300,000 $300,000
TOTAL DEVELOPMENT COSTS $15,541,732 $15,846,246 $13,375,728 $13,829,557
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $13,375,728 $13,829,557
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $17,388,446 $17,978,425
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $17,388,446 $17,978,425
Applicable Percentage 3.55% 3.55%
TOTAL AMOUNT OF TAX CREDITS $617,290 $638,234
Syndication Proceeds 0.9299 $5,740,221 $5,934,983
Total Credits (Eligible Basis Method) $617,290 $638,234
Syndication Proceeds $5,740,221 $5,934,983
Requested Creditsl $612,571 I
Syndication Proceeds $5,696,340
Gap of Syndication Proceeds Needed $6,725,532
Credit Amount $723,248
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Applicant Evaluation ||

Project ID # 05404 Name: Sea Breeze Seniors City: CorpusChristi

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

No Previous Participation in Texas (] Members of the development team have been disbarred by HUD
National Previous Participation Certification Received: N/A [ Yes ' No
Noncompliance Reported on National Previous Participation Certification: L] Yes L] No

Portfolio Management and Compliance

Projectsin Material Noncompliance

Total # of Projects monitored: 0 #in noncompliance: 0
Yes [ ] No
Projects zerotonine: 0 Projectsnot reported  Yes [ ]
grouped ten to nineteen: 0 # monitored with ascore lessthan thirty: 0 in application No
by score twenty to twenty-nine: 0 # not yet monitored or pending review: 0 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable U]
Review pending [] Review pending [] Review pending L]
No unresolved issues [] No unresolved issues L] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that ] Issues found regarding late audit [ ] Unresolved issues found that ]
warrant disqualification : warrant disqualification
Unresolved issues found that L]
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Patricia Murphy Date 4/29/2005
Multifamily Finance Production Single Family Finance Production Real Estate Analysis
(Cost Certification and Workout)
Not applicable [ Not applicable [ Not applicable [
Review pending [ Review pending [ Review pending [
No unresolved issues No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [ Unresolved issues found L]
Unresolved issuesfound that | Unresolved issues found that | Unresolved issues found that [
warrant disqualification warrant disqualification warrant disqualification
(Comments attached) (Comments attached) (Comments attached)
Reviewer S. Roth Reviewer Reviewer
Date 5/2 /2005 Date Date
Community Affairs Office of Colonia I nitiatives Financial Administration
No relationship [ Not applicable [ No delinquencies found
Review pending [ Review pending [] Delinquencies found [
No unresolved issues [ No unresolved issues [
Unresolved issues found [ Unresolved issues found [
Unresolved issues found that [ Unresolved issues found that [
warrant disqualification warrant disqualification
(Comments attached) (Comments attached)
Reviewer Reviewer Reviewer ~ Stephanie A. D'Couto
Date Date Date 5/3 /2005

Acting Executive Director Edwina Carrington Executed: Monday, May 09, 2005




Housing Tax Credit Program
Board Action Request
Mar ch 20, 2006

Action Item

Request, review, and board determination of four (4) four percent (4%) tax credit applications with TDHCA as the I ssuer.

Recommendation

Staff is recommending that the board review and approve the issuance of two (4) four percent (4%) Tax Credit Determination Noticeswith TDHCA
asthe Issuer for tax exempt bond transactions known as:

Development Name L ocation Issuer | Total LI Total Applicant Requested | Recommended
No. Units | Units | Development Proposed Credit Credit
Tax Exempt | Allocation Allocation
Bond
Amount

05618 Creekside Manor | Killeen TDHCA | 180 180 $14,759,875 $10,300,000 | $390,353 $0

Senior Community

BellaVista Gainesville | TDHCA | 144 144 $12,944,581 $6,800,000 | $519,968 $518,676
05626 Apartments
05631 Generations at Mansfield | TDHCA | 252 252 $25,500,556 $16,100,000 | $791,769 $0

Mansfield
05627 Skyline at City Houston TDHCA | 248 248 $22,838,172 $13,300,000 | $821,219 $821,219

Park Apartments
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MULTIFAMILY FINANCE PRODUCTION DIVISION

2005 Private Activity Multifamily Housing Revenue Bonds

Creekside Manor Senior Community
SE of O W Curry & Hwy 190, approx 300 ft south of Hwy 190 Service Rd.
Killeen, Texas

OHC/Killeen, Ltd.
180 Units
Priority 3
$10,300,000 Tax Exempt — Series 2006
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MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
March 20, 2006

Action Item

Presentation, Discussion and Possible Approval for the issuance of Multifamily Housing Mortgage
Revenue Bonds, Series 2006 and Housing Tax Credits for the Creekside Manor Senior Community
development.

Summary of the Creekside Manor Senior Community Transaction

The pre-application was received on May 2, 2005. The application was scored and ranked by staff. The
application was induced at the June 27, 2005 Board meeting and submitted to the Texas Bond Review
Board for placement on the 2005 Waiting List. The application received a Reservation of Allocation on
November 18, 2005. This application was submitted under the Priority 3 category. A public hearing was
held on January 19, 2005. There was one (1) person in attendance who spoke for the record. A second
hearing was held on February 22, 2006. There were no attendees to speak for the record. Copies of the
transcripts are included in this presentation. This application was previously submitted to the
Department under the 2004 CarryForward. Due to market concentration, the application was withdrawn.
The application was submitted a second time for the 2005 Waiting List. A second public hearing was
conducted because of the elapsed time between the applications.

Creekside Manor Senior Community will be located approximately 200 yards east of the southeast corner
of the intersection of Highway 190 and O.W. Curry, Killeen, Bell County, Texas. Demographics for the
census tract (0224.02) include AMFI of $58,954; the total population is 9,847; the percent of population
that is minority is 58.89%; the number of owner occupied units is 1,942; the number of renter units is
1,422 and the number of vacant unitsis 132. (Census Information from FFIEC Geocoding for 2005)

Summary of the Financial Structure

The applicant is requesting the Department’s approval and issuance of fixed rate Bonds in an amount of
$10,300,000. The Bonds will be unrated and Stephens Inc. will privately place the Bonds with Housing
Credit Fund. The construction and lease up period will be for 24 months with payment terms of interest
only at afixed rate of 5.35% followed by a term of thirty years at a fixed rate of 6.15%, with principal
payments amortized over atotal period of 40 years.

Recommendation

Staff recommends the Board not approve the issuance of Multifamily Housing M ortgage Revenue Bonds,
Series 2006 and Housing Tax Credits for the Creekside Manor Senior Community development based on
the repayment of deferred developer fee in less than 15 years as further outlined in the underwriting
report by the Department’s Real Estate Analysis Division. |If the Board were to not accept Staff’s
recommendation and award credits, the recommendation made would be conditional on full payment of
all outstanding Department fees no later than Friday, March 17, 2006.

Pagel of 1



MULTIFAMILY FINANCE PRODUCTION DIVISION
BOARD MEMORANDUM
March 20, 2006

DEVELOPMENT: Creekside Senior Community Apartments, Killeen, Bell County,
Texas
PROGRAM: Texas Department of Housing and Community Affairs

2005 Multifamily Housing Mortgage Revenue Bonds
(Reservation received 11/18/2005)

ACTION

REQUESTED: Deny the issuance of multifamily housing mortgage revenue bonds
(the “Bonds’) by the Texas Department of Housing and Community
Affairs (the “ Department”). The Bonds will be issued under Chapter
1371, Texas Government Code, as amended, and under Chapter
2306, Texas Government Code, the Department's Enabling Statute
(the "Statute™), which authorizes the Department to issue its revenue
bonds for its public purposes as defined therein. (The Satute provides
that the Department’'s revenue bonds are solely obligations of the
Department, and do not create an obligation, debt, or liability of the Sate
of Texas or a pledge or loan of the faith, credit or taxing power of the State
of Texas.)

PURPOSE: The proceeds of the Bonds will be used to fund a mortgage loan (the
"Mortgage Loan") to OHC/Killeen, Ltd, a Texas limited partnership
(the "Borrower"), to finance the acquisition, construction, equipping
and long-term financing of a new, 200 yards east of the southeast
corner of the intersection of Highway 190 and O.W. Curry, Killen,
Bell County, Texas (the "Development”). The Bonds will be tax-
exempt by virtue of the Development’s qualifying as a residential
rental Devel opment.

BOND AMOUNT: $10,300,000 Series 2006 Tax Exempt bonds (*)
$10,300,000 Total bonds

(*) The aggregate principal amount of the Bonds will be determined
by the Department based on its rules, underwriting, the cost of
construction of the Development and the amount for which Bond
Counsal can deliver its Bond Opinion.

ANTICIPATED

CLOSING DATE: The Department received a volume cap allocation for the Bonds on
November 18, 2005 pursuant to the Texas Bond Review Board's
2005 Private Activity Bond Allocation Program.  While the
Department is required to deliver the Bonds on or before March 28,
2006, the anticipated closing date is April 17, 2005.

* Preliminary - Represents Maximum Amount




BORROWER:

COMPLIANCE
HISTORY:

|ISSUANCE TEAM &

ADVISORS:

BOND PURCHASER:

DEVELOPMENT
DESCRIPTION:

OHC/Killeen, Ltd, a Texas limited partnership, the general partner of
which is Outreach Housing Corporation, a Texas nonprofit
corporation with ownership and WNC & Associates, Inc., is an
Investor Limited Partner of Borrower, and it or an affiliate thereof,
will be providing the equity for the transaction by purchasing
approximately a 99% limited partnership interest in the Borrower.

The Compliance Status Summary completed on September 1, 2005
reveals that the principals of the general partner above have atotal of
nine (9) properties that will be monitored by the Department. Five
(5) have received a compliance score which are in the Department’s
tolerance of material non-compliance.

Stephens Inc. (“Underwriter™)

Housing Credit Fund, LLC (*Bond Purchaser”)

WNC & Associates, Inc. (“Equity Provider™)

Wells Fargo Bank, National Association, (“ Trustee”)
Vinson & ElkinsL.L.P. (“Bond Counsal”)

RBC Capital Markets (“Financial Advisor”)

McCall, Parkhurst & Horton, L.L.P. (Disclosure Counsel)

The Bonds will be privately placed on or about March 28, 2006.
The initial purchaser and any subsequent purchaser will be required
to sign the Department’ s standard traveling investor |etter.

Site: The proposed multifamily residential rental development will
be constructed on approximately 15 acres of land located 200 yards
east of the southeast corner of the intersection of Highway 190 and
O.W. Curry, Killen, Bell County, Texas (the "Development”).

Buildings: The Development is a 180-unit multifamily facility. The
Development will consist of twenty-seven (27) one-story residential
apartment buildings with approximately 145,784 net rentable square
feet and an approximate average unit size of 810 square feet. The
proposed density will be 13 dwelling units per acre. The
development will include a community building containing an
administration office, game/recreation room, computer room,
community room, kitchen, and public restrooms. All individua
units will have washer/dryer connections, microwaves, dishwashers,
and walk-in closets. Additionally the Development will include 50
garages and 80 carports and 169 uncovered parking spaces. The unit
mix will consist of.

Revised: 3/13/2006 Texas Department of Housing and Community Affairs Page: 2
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SET-ASIDE UNITS:

TENANT SERVICES:

DEPARTMENT FEES:

DEPARTMENT
ANNUAL FEES

ASSET OVERSIGHT
FEE:

TAX CREDITS:

Units  Unit Type Square Feet Proposed AMFI

15 1-Bed/1-Bath 650 sf. $506.00 60%
3  1-Bed/1-Bath 650 sif. $650.00 Mkt.
119  2-Bed/1-Bath 822 sf. $606.00 60%
23  2-Bed/1-Bath 822 sf $795.00 Mkt.
16  2-Bed/2-Bath 868 s.f $606.00 60%
4  2-Bed/2-Bath 868 s.f. $850.00 Mkt.

180 Total Units

For Bond covenant purposes, at least forty (40%) of the residential
units in the development are set aside for persons or families earning
not more than sixty percent (60%) of the area median income. Five
percent (5%) of the units in each Development will be set aside on a
priority basis for persons with special needs.

(The Borrower has elected to set aside 100% of the units for tax
credit purposes.)

Tenant Services will be performed by Outreach Housing
Corporation, Inc. a Texas non-profit corporation.

$1,000 Pre-Application Fee (Paid).
$10,000 Application Fee (Paid).
$51,500 I ssuance Fee (.50% of the bond amount paid at closing).

$10,300 Bond Administration (0.10% of first year bond amount)
$7,200 Compliance ($40/unit/year adjusted annually for CPI)

(Department’s annual fees may be adjusted, including deferral, to
accommodate underwriting criteria and Development cash flow. These
fees will be subordinated to the Mortgage Loan and paid outside of the
cash flows contemplated by the Indenture)

$4,500 to TDHCA or assigns ($25/unit/year adjusted annually for
CPI)

The Borrower has applied to the Department to receive a
Determination Notice for the 4% tax credit that accompanies the
private-activity bond allocation. The tax credit equates to
approximately $378,287 per annum and represents equity for the
transaction. To capitalize on the tax credit, the Borrower will sell a
substantial portion of its limited partnership interests, typically 99%,
to raise equity funds for the Development. Although atax credit sale
has not been finalized, the Borrower anticipates raising
approximately $3,518,066 of equity for the transaction.

Revised: 3/13/2006 Texas Department of Housing and Community Affairs Page: 3
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BOND STRUCTURE:

BOND INTEREST
RATE:

CREDIT
ENHANCEMENT:

FORM OF BONDS:

MATURITY/SOURCES
& METHODS OF
REPAYMENT:

TERMSOF THE
MORTGAGE L OAN:

The Bonds are proposed to be issued under a Trust Indenture (the
"Trust Indenture") that will describe the fundamental structure of the
Bonds, permitted uses of Bond proceeds and procedures for the
administration, investment and disbursement of Bond proceeds and
program revenues.

The Bonds will mature over aterm of approximately 30 years. The
Bonds will pay interest only for approximately twenty-four months
following the closing date. The loan will be secured by afirst lien
on the Development.

The interest rate on the Bonds will be (a) prior to April 1, 2008,
5.35% and (b) on or after April 1, 2008, 6.15% at conversion. The
Department’'s Rea Estate Analysis divison underwrote the
transaction using a 6.15% rate.

The bonds will be unrated with no credit enhancement.

The Bonds will be issued in physical form and are not eligible to be
held in abook-entry only system unless the Bonds receive arating of
“A” or better from a nationally recognized rating agency. The
Bonds will be issued initially in denominations of $100,000 plus any
integral multiple of $5,000 in excess thereof.

The Bonds will bear interest at afixed rate until maturity and will be
payable monthly. During approximately the first twenty-four (24)
months following the closing date, the Bonds will be payable as to
interest only, from an initial deposit at closing. After completion of
the Development, the Bonds will be paid from revenues earned from
the Mortgage Loan.

The Mortgage Loan is a non-recourse obligation of the Borrower
(which means, subject to certain exceptions, the Borrower is not
liable for the payment thereof beyond the amount realized from the
pledged security) providing for monthly payments of interest during
the construction phase and level monthly payments of principal and
interest upon following the completion date of the Development. A
Deed of Trust and related documents convey the Borrower’s interest
in the Development to secure the payment of the Mortgage L oan.

Revised: 3/13/2006 Texas Department of Housing and Community Affairs Page: 4
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REDEMPTION OF
BONDSPRIORTO

MATURITY:

The Bonds may be subject to redemption under any of the following
circumstances.

Sinking Fund Redemption:

The Bonds are subject to mandatory redemption in part by operation
of a sinking fund. The Trustee shal redeem on the applicable
sinking fund payment date a principal amount of $5,000.

Optional Redemption:

The Bonds are subject to optional redemption prior to maturity on or
after April 1, 2023, in whole on any date, or in part in minimum
amounts of $25,000 on any Bond Payment Date, to the extent of any
optional prepayment by the Borrower of the Note, or in whole on
any date, from proceeds of refunding bonds or otherwise from other
sources, in each case at the redemption price of 100% of the
principal amount thereof, plus accrued interest to the date of
redemption.

Mandatory Redemption:

The Bonds are subject to mandatory redemption, in whole or in part,
in the event and to the extent that amounts on deposit in (A) the
Bond Proceeds Subaccount of the Capitalized Interest Account of
the Project Fund, or (B) the Bond Proceeds Subaccount of the
Mortgage Loan Account of the Project Fund, are transferred to the
Redemption Fund, on the first Business Day following such transfer
for which thirty (30) days notice of redemption can be given.

Extraordinary or Special Mandatory Redemption:

@ In whole or in part, in the event the Development or any
portion of it is damaged or destroyed or is taken in a
condemnation proceeding to the extent of any Insurance
Proceeds or Condemnation Award not used for the repair or
restoration of the Development, as further described below;

(b) In whole or in part, in the event of prepayment of the Loan at
the direction of atrustee in bankruptcy for the Borrower;

(© In whole, when any amounts in the Bond Fund not being held
therein to redeem Bonds for which notice of redemption has
previously been given, is sufficient to pay any unpaid

Revised: 3/13/2006
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FUNDS
ADMINISTRATION:

(d)

(€)

amounts required to be paid by Article V of this Indenture
and to redeem all Outstanding Bonds;

In whole, upon direction to the Trustee (with a copy to the
Borrower) from the Significant Bondholder to redeem the
Outstanding Bonds in whole on or after April 1, 2023;
provided, that such direction to the Trustee (with a copy to
the Borrower) shall be given by the Significant Bondholder
on or before the date that is six (6) months prior to such
redemption date; and

In part from the proceeds of any Loan Equalization Payment
made by the Borrower in accordance with the terms of
Section 4.06 of this Indenture and Section 4.06 of the Loan
Aqgreement.

Mandatory Redemption Resulting from Event of Default or

Determination of Taxability:

(@

(b)

The Bonds shall be subject to mandatory redemption in
whole upon the occurrence of an Event of Default at a
redemption price equal to the principal amount of Bonds
Outstanding plus the accrued interest due thereon.

The Bonds shall be subject to mandatory redemption in the
event of a Determination of Taxability in whole a a
redemption price equal to 105% (or 100% in certain specified
circumstances) of the outstanding principal amount thereof
plus accrued interest to the redemption date.

Under the Trust Indenture, the Trustee will serve as registrar

and authenticating agent for the Bonds and as trustee of certain of
the accounts created under the Trust Indenture (described below).
The Trustee will also have responsibility for a number of loan
administration and monitoring functions.

Moneys on deposit in Trust Indenture accounts are required to be
invested in eligible investments prescribed in the Trust Indenture
until needed for the purposes for which they are held.

The Trust Indenture will create the following Funds:

(@) Bond Fund — Fund into which payments are made by the
Borrower and which are subject to the lien and pledge of
the Indenture.

(b) Redemption Fund — All monies deposited by the Borrower,
for optional or mandatory redemption of Bonds.

Revised: 3/13/2006 Texas Department of Housing and Community Affairs Page: 6
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DEPARTMENT

ADVISORS:

(c) Rebate Fund — Monies held to the extent required to satisfy
any rebate requirement, for the United States Government.

(d) Replacement Reserve Fund — Amounts held to cover
replacement costs and ongoing maintenance.

(e) Escrow Fund — A portion of each monthly Loan payment
will be held in the Escrow Fund to pay specific amounts for
real estate taxes, insurance or other similar expenses.

(f) Costs of Issuance Fund — Amounts disbursed only to pay
Costs of Issuance upon receipt of awritten requisition.

(g) Project Fund — Amounts to pay Qualified Project Costs and
interest on the Bonds during construction.

(h) Insurance and Condemnation Proceeds Fund — Created
upon receipt of a Condemnation Award or Insurance
Proceeds which exceed $50,000 shall be deposited in this
fund.

The majority of the bond proceeds will be deposited into the Project
Fund and disbursed therefrom during the Construction Phase to
finance the construction of the Development. Costs of issuance of
up to two percent (2%) of the principal amount of the Bonds may be
paid from Bond proceeds.

The following advisors have been selected by the Department to
perform the indicated tasks in connection with the issuance of the
Bonds.

1. BondCounsdl - Vinson & Elkins L.L.P. ("V&E") was most
recently selected to serve as the Department's bond counsel
through a request for proposals ("RFP') issued by the
Department in September 2005.

2. Bond Trustee - Wells Fargo Bank National Association
(formerly Norwest Bank, N.A.) was selected as bond trustee by
the Department pursuant to a request for proposals process in
April 2003.

1. Financial Advisor — RBC Capital Markets, formerly RBC Dain
Rauscher, was selected by the Department as the Department's
financial advisor through a request for proposals process in
August 2003.

Revised: 3/13/2006
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2. Disclosure Counsel — McCal, Parkhurst & Horton, L.L.P. was
selected by the Department as Disclosure Counsel through a
request for proposals process in September 2005.

ATTORNEY GENERAL

REVIEW OF BONDS: No preliminary written review of the Bonds by the Attorney General
of Texas has yet been made. Department bonds, however, are
subject to the approval of the Attorney General, and transcripts of
proceedings with respect to the Bonds will be submitted for review
and approval prior to the issuance of the Bonds.

Revised: 3/13/2006 Texas Department of Housing and Community Affairs Page: 8
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RESOLUTION NO. 06-012

RESOLUTION AUTHORIZING AND APPROVING THE ISSUANCE, SALE AND
DELIVERY OF MULTIFAMILY HOUSING REVENUE BONDS (CREEKSIDE
MANOR SENIOR COMMUNITY) SERIES 2006; APPROVING THE FORM AND
SUBSTANCE AND AUTHORIZING THE EXECUTION AND DELIVERY OF
DOCUMENTS AND INSTRUMENTS PERTAINING THERETO; AUTHORIZING
AND RATIFYING OTHER ACTIONS AND DOCUMENTS; AND CONTAINING
OTHER PROVISIONS RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”) has
been duly created and organized pursuant to and in accordance with the provisions of Chapter 2306,
Texas Government Code, as amended (the “Act”), for the purpose, among others, of providing a means of
financing the costs of residential ownership, development and rehabilitation that will provide decent, safe,
and affordable living environments for individuals and families of low, very low and extremely low
income and families of moderate income (all as defined in the Act); and

WHEREAS, the Act authorizes the Department: (@) to make mortgage loans to housing sponsors
to provide financing for multifamily residential rental housing in the State of Texas (the “State”) intended
to be occupied by individuals and families of low, very low and extremely low income and families of
moderate income, as determined by the Department; (b) to issue its revenue bonds, for the purpose,
among others, of obtaining funds to make such loans and provide financing, to establish necessary reserve
funds and to pay administrative and other costs incurred in connection with the issuance of such bonds;
and (c) to pledge al or any part of the revenues, receipts or resources of the Department, including the
revenues and receipts to be received by the Department from such multifamily residential rental
development loans, and to mortgage, pledge or grant security interests in such loans or other property of
the Department in order to secure the payment of the principal or redemption price of and interest on such
bonds; and

WHEREAS, the Board has determined to authorize the issuance of the Texas Department of
Housing and Community Affairs Multifamily Housing Revenue Bonds (Creekside Manor Senior
Community) Series 2006 (the “Bonds”), pursuant to and in accordance with the terms of a Trust Indenture
(the “Indenture”) by and between the Department and J.P. Morgan Trust Company, National Association,
anational banking association, astrustee (the “ Trustee”), for the purpose of obtaining funds to finance the
Development (defined below), all under and in accordance with the Constitution and laws of the State;
and

WHEREAS, the Department desires to use the proceeds of the Bonds to fund a mortgage loan to
OHC/Killeen Ltd, a Texas limited partnership (the “Borrower”), in order to finance the cost of
acquisition, construction and equipping of a qualified residential rental development for seniors described
on Exhibit A attached hereto (the “Development”) located within the State and required by the Act to be
occupied by individuals and families of low, very low and extremely low income and families of
moderate income, as determined by the Department; and

WHEREAS, the Board, by resolution adopted on June 27, 2005, declared its intent to issue its
revenue bonds to provide financing for the Development; and

WHEREAS, it is anticipated that the Department, the Borrower and the Trustee will execute and
deliver a Loan Agreement (the “Loan Agreement”) pursuant to which (i) the Department will agree to
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make a mortgage loan funded with the proceeds of the Bonds (the “Loan™) to the Borrower to enable the
Borrower to finance a portion of the cost of the acquisition, construction and equipping of the
Development and related costs, and (ii) the Borrower will execute and deliver to the Department a
multifamily note (the “Note”) in an original principal amount equal to the original aggregate principal
amount of the Bonds, and providing for payment of interest on such principal amount equal to the interest
on the Bonds and to pay other costs described in the Loan Agreement; and

WHEREAS, it is anticipated that the Note will be secured by a Deed of Trust, Security
Agreement, Assignment of Rents and Leases and Financing Statement (the “Mortgage”) by the Borrower
for the benefit of the Department; and

WHEREAS, the Department’s interest in the Loan (except for certain reserved rights), including
the Note and the Mortgage, will be assigned to the Trustee pursuant to an Assignment of Deed of Trust
Documents and an Assignment of Note (the “ Assignments”) from the Department to the Trustee; and

WHEREAS, the Board has determined that the Department, the Trustee and the Borrower will
execute a Regulatory and Land Use Restriction Agreement (the “ Regulatory Agreement”), with respect to
the Development which will be filed of record in the real property records of Bell County, Texas; and

WHEREAS, the Board has further determined that the Department will enter into a Bond
Purchase Agreement (the “Purchase Agreement”) with the Borrower, Housing Credit Fund L.L.C. (the
“Purchaser”) and any other parties to such Purchase Agreement as authorized by the execution thereof by
the Department, setting forth certain terms and conditions upon which the Purchaser or another party will
purchase all or their respective portion of the Bonds from the Department and the Department will sell the
Bonds to the Purchaser or another party to such Purchase Agreement; and

WHEREAS, the Board has determined that the Department and the Borrower will execute an
Asset Oversight Agreement (the “Asset Oversight Agreement”), with respect to the Development for the
purpose of monitoring the operation and maintenance of the Development; and

WHEREAS, the Board has examined proposed forms of (@) the Indenture, the Loan Agreement,
the Assignments, the Regulatory Agreement, the Purchase Agreement and the Asset Oversight Agreement
(collectively, the “Issuer Documents’), all of which are attached to and comprise a part of this Resolution
and (b) the Mortgage and the Note; has found the form and substance of such documents to be
satisfactory and proper and the recitals contained therein to be true, correct and complete; and has
determined, subject to the conditions set forth in Article |, to authorize the issuance of the Bonds, the
execution and delivery of the Issuer Documents, the acceptance of the Mortgage and the Note and the
taking of such other actions as may be necessary or convenient in connection therewith;

NOW, THEREFORE,
BE IT RESOLVED BY THE BOARD OF THE DEPARTMENT:
ARTICLE
ISSUANCE OF BONDS; APPROVAL OF DOCUMENTS
Section 1.1--Issuance, Execution and Delivery of the Bonds. That the issuance of the Bonds is
hereby authorized, under and in accordance with the conditions set forth herein and in the Indenture, and

that, upon execution and delivery of the Indenture, the authorized representatives of the Department
named in this Resolution each are authorized hereby to execute, attest and affix the Department’s seal to
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the Bonds and to deliver the Bonds to the Attorney General of the State for approval, the Comptroller of
Public Accounts of the State for registration and the Trustee for authentication (to the extent required in
the Indenture), and thereafter to deliver the Bonds to the order of theinitial purchaser thereof.

Section 1.2--Interest Rate, Principal Amount, Maturity and Price. That (i) the Bonds shall bear
interest (A) from the Closing Date to April 1, 2008, at the rate of 5.40% per annum (subject to adjustment
to a default rate as provided in the Indenture) and (B) on and after April 1, 2008, at the rate of 6.15% per
annum (subject to adjustment to a default rate as provided in the Indenture); provided that, in no event
shal the interest rate (including any default rate) on the Bonds exceed the maximum interest rate
permitted by applicable law; (ii) the aggregate principal amount of the Bonds shall be $10,300,000; (iii)
the final maturity of the Bonds shall be April 1, 2038; and (d) the price at which the Bonds are sold to the
Underwriter or another party to the Purchase Agreement shall be the principal amount thereof.

Section 1.3--Approval, Execution and Delivery of the Indenture. That the form and substance of
the Indenture are hereby approved, and that the authorized representatives of the Department named in
this Resolution each are authorized hereby to execute the Indenture and to deliver the Indenture to the
Trustee.

Section 1.4--Approval, Execution and Delivery of the Loan Agreement. That the form and
substance of the Loan Agreement are hereby approved, and that the authorized representatives of the
Department named in this Resolution each are authorized hereby to execute the Loan Agreement and
deliver the Loan Agreement to the Borrower and the Trustee.

Section 1.5--Approval, Execution and Delivery of the Regulatory Agreement. That the form and
substance of the Regulatory Agreement are hereby approved, and that the authorized representatives of
the Department named in this Resolution each are authorized hereby to execute, attest and affix the
Department’s seal to the Regulatory Agreement and deliver the Regulatory Agreement to the Borrower
and the Trustee and to cause the Regulatory Agreement to be filed of record in the real property records
of Bell County, Texas.

Section 1.6--Approval, Execution and Delivery of the Purchase Agreement. That the sale of the
Bonds to the Purchaser and any other party to the Purchase Agreement is hereby approved, that the form
and substance of the Purchase Agreement are hereby approved, and that the authorized representatives of
the Department named in this Resolution each are hereby authorized to execute the Purchase Agreement
and to deliver the Purchase Agreement to the Borrower, the Placement Agent and any other party to the
Purchase Agreement, as appropriate.

Section 1.7--Acceptance of the Note and Mortgage. That the form and substance of the Note and
Mortgage are hereby accepted by the Department and that the authorized representatives of the
Department named in this Resolution each are hereby authorized to endorse and deliver the Note to the
order of the Trustee, asits interests may appear, without recourse.

Section 1.8--Approval, Execution and Delivery of the Assignments. That the form and substance
of the Assignments are hereby approved; and that the authorized representatives of the Department named
in this Resolution are each hereby authorized to execute, attest and affix the Department’s seal to the
Assignments and to deliver the Assignments to the Trustee.

Section 1.9--Approval, Execution and Delivery of the Asset Oversight Agreement. That the form
and substance of the Asset Oversight Agreement are hereby approved, and that the authorized
representatives of the Department named in this Resolution each are authorized hereby to execute and
deliver the Asset Oversight Agreement to the Borrower.
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Section 1.10--Taking of Any Action; Execution and Delivery of Other Documents. That the
authorized representatives of the Department named in this Resolution each are authorized hereby to take
any actions and to execute, attest and affix the Department’s seal to, and to deliver to the appropriate
parties, all such other agreements, commitments, assignments, bonds, certificates, contracts, documents,
instruments, releases, financing statements, letters of instruction, notices of acceptance, written requests
and other papers, whether or not mentioned herein, as they or any of them consider to be necessary or
convenient to carry out or assist in carrying out the purposes of this Resolution.

Section 1.11--Exhibits Incorporated Herein. That all of the terms and provisions of each of the
documents listed below as an exhibit shall be and are hereby incorporated into and made a part of this
Resolution for all purposes:

ExhibitB - Indenture

ExhibitC - Loan Agreement

ExhibitD - Regulatory Agreement
ExhibitE -  Purchase Agreement
ExhibitF - Mortgage

Exhibit G - Note

ExhibitH - Assignments

Exhibit | Asset Oversight Agreement

Section 1.12--Power to Revise Form of Documents. That notwithstanding any other provision of
this Resolution, the authorized representatives of the Department named in this Resolution each are
authorized hereby to make or approve such revisions in the form of the documents attached hereto as
exhibits as, in the judgment of such authorized representative or authorized representatives, and in the
opinion of Vinson & Elkins L.L.P., Bond Counsel to the Department, may be necessary or convenient to
carry out or assist in carrying out the purposes of this Resolution, such approval to be evidenced by the
execution of such documents by the authorized representatives of the Department named in this
Resolution.

Section 1.13--Authorized Representatives. That the following persons are each hereby named as
authorized representatives of the Department for purposes of executing, attesting, affixing the
Department’s seal to, and delivering the documents and instruments and taking the other actions referred
to in this Article I: Chair and Vice Chairman of the Board, Executive Director or Acting Executive
Director of the Department, Deputy Executive Director of Housing Operations of the Department, Deputy
Executive Director of Programs of the Department, Chief of Agency Administration of the Department,
Director of Financial Administration of the Department, Director of Bond Finance of the Department,
Director of Multifamily Finance Production of the Department and the Secretary to the Board.

Section 1.14--Conditions Precedent. That the issuance of the Bonds shall be further subject to,
among other things: (a) the Development’s meeting al underwriting criteria of the Department, to the
satisfaction of the Executive Director or Acting Executive Director of the Department; and (b) the
execution by the Borrower and the Department of contractual arrangements satisfactory to the
Department staff requiring that community service programs will be provided at the Development.

ARTICLEII
APPROVAL AND RATIFICATION OF CERTAIN ACTIONS

Section 2.1--Approval and Ratification of Application to Texas Bond Review Board. That the
Board hereby ratifies and approves the submission of the application for approval of state bonds to the

Creekside Bond Resolution (April 2006).DOC 4



Texas Bond Review Board on behalf of the Department in connection with the issuance of the Bonds in
accordance with Chapter 1231, Texas Government Code.

Section 2.2--Approval of Submission to the Attorney General. That the Board hereby authorizes,
and approves the submission by the Department’s Bond Counsel to the Attorney General of the State, for
his approval, of atranscript of legal proceedings relating to the issuance, sale and delivery of the Bonds.

Section 2.3--Engagement of Other Professionals. That the Executive Director or Acting
Executive Director of the Department or any successor is authorized to engage auditors to perform such
functions, audits, yield calculations and subsequent investigations as necessary or appropriate to comply
with the Purchase Agreement and the requirements of Bond Counsel to the Department, provided such
engagement is done in accordance with applicable law of the State.

Section 2.4--Certification of the Minutes and Records. That the Secretary to the Board hereby is
authorized to certify and authenticate minutes and other records on behalf of the Department for the
Bonds and all other Department activities.

Section 2.5--Authority to Invest Proceeds. That the Department is authorized to invest and
reinvest the proceeds of the Bonds and the fees and revenues to be received in connection with the
financing of the Development in accordance with the Indenture and to enter into any agreements relating
thereto only to the extent permitted by the Indenture.

Section 2.6--Underwriter. That the Underwriter with respect to the issuance of the Bonds shall be
Stephens, Inc.

Section 2.7—Engagement of Other Professionals. That the Executive Director or Acting
Executive Director of the Department or any successor is authorized to engage auditors, anaysts and
consultants to perform such functions, audits, yield calculations and subsequent investigations as
necessary or appropriate to comply with the requirements of Bond Counsel to the Department, provided
such engagement is done in accordance with applicable law of the State.

Section 2.8--Ratifying Other Actions. That all other actions taken by the Executive Director or
Acting Executive Director of the Department and the Department staff in connection with the issuance of
the Bonds and the financing of the Development are hereby ratified and confirmed.

ARTICLE Il
CERTAIN FINDINGS AND DETERMINATIONS

Section 3.1--Findings of the Board. That in accordance with Section 2306.223 of the Act and
after the Department’s consideration of the information with respect to the Development and the
information with respect to the proposed financing of the Development by the Department, including but
not limited to the information submitted by the Borrower, independent studies commissioned by the
Department, recommendations of the Department staff and such other information as it deems relevant,
the Board hereby finds:

@ Need for Housing Development.

0) that the Development is necessary to provide needed decent, safe, and sanitary
housing at rentals or prices that individuals or families of low and very low income or families of
moderate income can afford,

Creekside Bond Resolution (April 2006).DOC 5



(i) that the financing of the Development is a public purpose and will provide a
public benefit, and

(iii)  that the Development will be undertaken within the authority granted by the Act
to the housing finance division and the Borrower.

(b) Findings with Respect to the Borrower.

) that the Borrower, by operating the Development in accordance with the
requirements of the Loan Agreement and Regulatory Agreement, will comply with applicable
local building requirements and will supply well-planned and well-designed housing for
individuals or families of low and very low income or families of moderate income,

(i) that the Borrower is financially responsible and has entered into a binding
commitment to repay the Loan in accordance with its terms, and

(iii) that the Borrower is not, and will not enter into a contract for the Devel opment
with, a housing developer that: (A) is on the Department’s debarred list, including any parts of
that list that are derived from the debarred list of the United States Department of Housing and
Urban Development; (B) breached a contract with a public agency; or (C) misrepresented to a
subcontractor the extent to which the developer has benefited from contracts or financial
assistance that has been awarded by a public agency, including the scope of the developer’s
participation in contracts with the agency and the amount of financial assistance awarded to the
developer by the Department.

(© Public Purpose and Benefits.

0] that the Borrower has agreed to operate the Development in accordance with the
Loan Agreement and the Regulatory Agreement, which require, among other things, that the
Development be occupied by individuals and families of low and very low income and families
of moderate income, and

(i) that the issuance of the Bonds to finance the Development is undertaken within
the authority conferred by the Act and will accomplish a valid public purpose and will provide a
public benefit by assisting individuals and families of low and very low income and families of
moderate income in the State to obtain decent, safe, and sanitary housing by financing the costs of
the Development, thereby helping to maintain a fully adequate supply of sanitary and safe
dwelling accommodations at rents that such individuals and families can afford.

Section 3.2--Determination of Eligible Tenants. That the Board has determined, to the extent
permitted by law and after consideration of such evidence and factors as it deems relevant, the findings of
the staff of the Department, the laws applicable to the Department and the provisions of the Act, that
eligible tenants for the Development shall be (1) individuals and families of low and very low income,
(2) persons with special needs, and (3) families of moderate income, with the income limits as set forth in
the Loan Agreement and the Regulatory Agreement.

Section 3.3--Sufficiency of Loan Interest Rate. That the Board hereby finds and determines that
the interest rate on the Loan established pursuant to the Loan Agreement will produce the amounts
required, together with other available funds, to pay for the Department’s costs of operation with respect
to the Bonds and the Development and enable the Department to meet its covenants with and
responsibilities to the holders of the Bonds.
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Section 3.4--No Gain Allowed. That, in accordance with Section 2306.498 of the Act, no
member of the Board or employee of the Department may purchase any Bond in the secondary open
market for municipal securities.

Section 3.5--Waiver of Rules. That the Board hereby waives the rules contained in Chapters 33
and 35, Title 10 of the Texas Administrative Code to the extent such rules are inconsistent with the terms
of this Resolution and the bond documents authorized hereunder.

ARTICLE IV
GENERAL PROVISIONS

Section 4.1--Limited Obligations. That the Bonds and the interest thereon shall be limited
obligations of the Department payable solely from the trust estate created under the Indenture, including
the revenues and funds of the Department pledged under the Indenture to secure payment of the Bonds,
and under no circumstances shall the Bonds be payable from any other revenues, funds, assets or income
of the Department.

Section 4.2--Non-Governmental Obligations. That the Bonds shall not be and do not create or
constitute in any way an obligation, a debt or aliability of the State or create or constitute a pledge, giving
or lending of the faith or credit or taxing power of the State. Each Bond shall contain on its face a
statement to the effect that the State is not obligated to pay the principal thereof or interest thereon and
that neither the faith or credit nor the taxing power of the State is pledged, given or loaned to such
payment.

Section 4.3--Effective Date. That this Resolution shall be in full force and effect from and upon
its adoption.

Section 4.4--Notice of Meeting. Written notice of the date, hour and place of the meeting of the
Board at which this Resolution was considered and of the subject of this Resolution was furnished to the
Secretary of State and posted on the Internet for at least seven (7) days preceding the convening of such
meeting; that during regular office hours a computer terminal located in a place convenient to the public
in the office of the Secretary of State was provided such that the general public could view such posting;
that such meeting was open to the public as required by law at all times during which this Resolution and
the subject matter hereof was discussed, considered and formally acted upon, all as required by the Open
Meetings Act, Chapter 551, Texas Government Code, as amended; and that written notice of the date,
hour and place of the meeting of the Board and of the subject of this Resolution was published in the
Texas Reqgister at least seven (7) days preceding the convening of such meeting, as required by the
Administrative Procedure and Texas Register Act, Chapters 2001 and 2002, Texas Government Code, as
amended. Additionally, all of the materials in the possession of the Department relevant to the subject of
this Resolution were sent to interested persons and organizations, posted on the Department’s website,
made available in hard-copy at the Department, and filed with the Secretary of State for publication by
reference in the Texas Reqgister not later than seven (7) days before the meeting of the Board as required
by Section 2306.032, Texas Government Code, as amended.

[EXECUTION PAGE FOLLOWS]
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PASSED AND APPROVED this 20th day of March, 2006.

[SEAL]

By:_/d/ Elizabeth Anderson

Elizabeth Anderson, Chair

Attest:_/s/ Kevin Hamby
Kevin Hamby, Secretary
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Owner:
Development:

EXHIBIT A
DESCRIPTION OF DEVELOPMENT

OHC/Killeen Ltd, a Texas limited partnership

The Development is a 180-unit multifamily facility to be known as Creekside
Manor Senior Community and to be located approximately 200 yards east of the
southeast corner of the intersection of Highway 190 and O.W. Curry, Killen, Bell
County, Texas 76452. The Development will consist of twenty-six (26) one-story
residential apartment buildings with approximately 145,784 net rentable square
feet and an approximate average unit size of 810 square feet. The unit mix will
consist of:

18 one-bedroom/one-bath units
142 two-bedroom/one-bath units
_ 20 two-bedroom/two-bath units

180 Total Units

Unit sizes will range from approximately 650 square feet to approximately 868
sguare feet.

The Development will include a community building containing an administration office,
gamef/recreation room, computer room, community room, kitchen and public restrooms.
On-site amenities will include a swimming pool, perimeter fencing, alimited access gate,
and a picnic area. All individual units will have washer/dryer connections, microwaves,
dishwashers, and walk-in closets. Additionally, the Development will include 50 garages
and 80 carports and 169 uncovered parking spaces.
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Creekside Manor Senior Community, TDHCA Number 05618

BASIC DEVELOPMENT INFORMATION

Site Address: SE of intersection of OW Curry & HWY 190 Development #: 05618
City: Killeen Region: 8 Population Served: Elderly
County: Bell Zip Code: 76542 Allocation;
HTC Set Asides: [ At-Risk [ Nonprofit [JuspAa L Rural Rescue HTC Purpose/Activity: NC
HOME Set Asides: ] CHDO [ preservation [ General
Bond Issuer: TDHCA
R CReNew Consiruction and Rehabiation, ACQIRAequion and Rehabiltaton -
OWNER AND DEVELOPMENT TEAM
Owner: OHC/Killeen Ltd.
Richard Shaw - Phone: (972) 733-0096
Developer: Noel Project Development, LLC
Housing General Contractor: Brasha Builders, Inc.
Architect: Architettua, Inc.
Market Analyst: The Jack Poe Company
Syndicator: WNC & Associates
Supportive Services: Outreach Housing Corp.
Consultant: Not Utilized
UNIT/BUILDING INFORMATION
30% 40% 50% 60% 65% 80% Total Restricted Units: 150
0 0 0 150 0 0 Market Rate Units: 30
Eff 1BR 2BR 3BR 4BR Owner/Employee Units: 0
0 18 162 0 0 Total Development Units: 180
Type of Building: 5 units or more per bldng Total Development Cost: $14,759,875
Number of Residential Buildings: 28
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort  Term Rate
9% Housing Tax Credits-Credit Ceiling: $0 0 0 0.00%
4% Housing Tax Credits with Bonds: $390,353 $0 0 0 0.00%
Housing Trust Fund Loan Amount: $0 $0 0 0 0.00%
HOME Fund Loan Amount: $0 $0 0 0 0.00%
Bond Allocation Amount: $10,300,000 $0 0 0 0.00%

3/13/2006 10:40 AM
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TEXAS

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Creekside Manor Senior Community, TDHCA Number 05618

PUBLIC COMMENT SUMMARY

Guide: "O" = Oppose, "S" = Support, "N" = Neutral, "NC" or Blank = No comment
State/Federal Officials with Jurisdiction:

TX Senator: Fraser, District 24 NC Points: \ 0 US Representative: Carter, District 31, NC

TX Representative: Hupp, District 54 NC Points: \ 0 US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: Maureen Jouett, Mayor, City of Killeen - Resolution of Support from Local Government [ ]
NC

Leslie K. Hinkle, Director of Community Development, City
of Killeen - The development is consistent with the needs
of the City of Killeen as outlined in the Consolidated Plan.

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

General Summary of Comment:

Public Hearing:

Number that attended: 1
Number that spoke: 0
Number in Support: 0
Number in Opposition: 0
Number Neutral: 0

CONDITIONS OF COMMITMENT

Not Recommended due to the following: The Development is not financially feasible based upon this analysis and the Department's standard for
repayment of deferred developer fee in less than 15 years.

Should the Board approve this award, the Board may waive it's rule for the issue listed above, accept evidence of a non-repayable source of fund
of at least $236,511 or accept additional income or expense savings totaling at least $15,767 per years and such an award should be conditioned
upon the following:

1. Per 849.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Project Applications “must provide an executed agreement with
a qualified service provider for the provision of special supportive services that would otherwise not be available for the tenants. The provision of
such services will be included in the Declaration of Land Use Restrictive Covenants (“LURA”).”

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

3. Receipt, review, and acceptance of a third party detailed cost estimate certified by an architect or engineer familiar with the sitework costs of
this proposed project, to be accompanied by a letter from a certified public accountant stating which costs are includable in eligible basis.

4. Board acceptance of a potential mandatory redemption of $1,601,000 of the proposed $10,300,000 presumed to be at a fixed interest rate of
6.15% over a 40 year amortization.

5. Receipt, review, and acceptance of a commitment from the related party general contractor to defer fees as necessary to fill a potential gap in
permanent financing or source of additional non-repayable funds of $826,142 or find additional income or reduced expenses of $61,145 per year.

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

DEPARTMENT DF HQUSING
AND CONMUNITY AFFAIRS

MULTIFAMILY FINANCE PRODUCTION DIVISION
March 20, 2006
Development Information, Public Input and Board Summary

Creekside Manor Senior Community, TDHCA Number 05618

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

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

Recommendation:

HOME Loan: Loan Amount: $0

Recommendation:

Housing Trust Fund Loan: [ ] Meeting a Required Set-Aside  Loan Amount: $0

Recommendation:

4% Housing Tax Credits with Bond Issuance: Credit Amount: $0

Recommendation: Not Recommended.

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

Recommendation: Not Recommended.
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Creekside Manor Senior Community

[Sour ces of Funds |

Series 2006 Tax-Exempt Bond Proceeds $ 10,300,000
Tax Credit Proceeds 3,629,920
Deferred Developer's Fee 744,343
Earned Interest 204,592

Total Sources $ 14,878,855

[Uses of Funds |

Acquisition and Site Work Costs $ 2,152,500
Direct Hard Construction Costs 7,024,000
Other Construction Costs (Genera Require, Overhead, Profit) 1,670,000
Indirect Construction Costs 356,000
Developer Fees 2,000,000
Direct Bond Related 267,375
Bond Purchaser Costs 1,049,480
Other Transaction Costs 199,500
Real Estate Closing Costs 160,000

Total Uses $ 14,878,855

[Direct Bond Related |

TDHCA Issuance Fee (.50% of Issuance) $ 51,500
TDHCA Application Fee 11,000
TDHCA Bond Administration Fee (2 years) 20,600
TDHCA Bond Compliance Fee ($40 per unit) 7,200
TDHCA Bond Counsel and Direct Expenses (Note 1) 85,000
TDHCA Financial Advisor and Direct Expenses 60,000
Disclosure Counsel ($5k Pub. Offered, $2.5k Priv. Placed. See Note 1) 2,500
Trustee Fee 7,500
Trustee's Counsel (Note 1) 5,000
Attorney General Transcript Fee 9,500
Texas Bond Review Board Application Fee 5,000
Texas Bond Review Board |ssuance Fee (.025% of Reservation) 2,575

Total Direct Bond Related $ 267,375
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Creekside Manor Senior Community

[Bond Purchase Costs |

Housing Credit Fund (Bond Purchaser) 103,000
Housing Credit Fund Servicing Fee 128,750
Bond Purchaser Counsel 15,000
Capitalized Interest 802,730

Total Bond Purchase Costs $ 1,049,480

|Other Transaction Costs |

Tax Credit Application and Determination Fees 24,500
Operating Reserves & Lease-Up 175,000
Total Other Transaction Costs $ 199,500

|Real Estate Closing Costs |

Title & Recording (Const.& Perm.) 115,000
Impact Fees & Building Permits 25,000
Property Taxes 20,000
Total Real Estate Costs $ 160,000
Estimated Total Costs of | ssuance $ 1,676,355

Costs of issuance of up to two percent (2%) of the principal amount of the Bonds may be paid
from Bond proceeds. Costs of issuance in excess of such two percent must be paid by an equity
contribution of the Borrower.

Note 1: These estimates do not include direct, out-of-pocket expenses (i.e. travel). Actual Bond

Counsdl and Disclosure Counsel are based on an hourly rate and the above estimate does not
include on-going administrative fees.

Revised: 3/10/2006 Multifamily Finance Division Page: 2



TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS

MULTIFAMILY UNDERWRITING ANALYSIS

DATE: March 13, 2006 PROGRAM: 4% HTC, MRB FILE NUMBER: 05618
DEVELOPMENT NAME |
Creekside Manor Senior Community
APPLICANT
Name: OHC/ KILLEEN LTD Type: For-profit
Address: 17103 City: Dalas State:  TX
Zip: 75248 Contact:  Richard Shaw Phone: (972) 733-0096 Fax: (972) 733-1864
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Outreach Housing Corporation (%): .005 Title  General Partner
Name: Outreach Housing Corporation (%): 999 Title: Limited Partner
Name: Noel Project Development LLC (%): 005 Title  SPecial Limited Partner,
Developer
Name: Richard Shaw (%):  N/A Title: Guarantor
Name: Outreach Housing Corporation (%): N/A Title: 21% owner of SLP
Name: Colonial Communities Inc. (%): N/A Title: 79% owner of SLP
PROPERTY LOCATION |
. SEof intersection of OW Curry and Hwy 190, appx. 300 ft south of Hwy
Location:  J o' oo road [l qcT [] DDA
City: Killeen County: Bell Zip: 76542
REQUEST
Amount Interest Rate Amortization Term
1) $390,353 N/A N/A N/A
2) $10,300,000 6.15% 40yrs 40yrs
1) Annual ten-year allocation of housing tax credits
Other Requested Terms: ) .
2) Tax-Exempt Private Activity Mortgage Revenue Bond
Proposed Use of Funds: New construction Property Type: Multifamily
Special Purpose (): Elderly
RECOMMENDATION |

e NOT RECOMMENDED DUE TO THE FOLLOWING: The Development is not financially

X

developer feein less than 15 years.

feasible based upon this analysis and the Department’ s standard for repayment of deferred

CONDITIONS

SHOULD THE BOARD APPROVE THIS AWARD, THE BOARD MAY WAIVE ITS RULES FOR THE
ISSUE LISTED ABOVE, ACCEPT EVIDENCE OF A NON-REPAYABLE SOURCE OF FUND OF AT
LEAST $236,511 OR ACCEPT ADDITIONAL INCOME OR EXPENSE SAVINGS TOTALING AT
LEAST $15,767 PER YEAR AND SUCH AN AWARD SHOULD BE CONDITIONED UPON THE

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

2. Receipt, review, and acceptance of a third party detailed cost estimate certified by an architect or
engineer familiar with the sitework costs of this proposed project, to be accompanied by aletter from a
certified public accountant stating which costs are includable in eligible basis;

3. Board acceptance of a potential mandatory redemption of $1,601,000 of the proposed $10,300,000
presumed to be at afixed interest rate of 6.15% over a 40 year amortization

4.  Receipt, review, and acceptance of a commitment from the related party general contractor to defer
fees as necessary to fill a potential gap in permanent financing or source additional non-repayable
funds of $826,142 or find additional income or reduced expenses of $61,145 per year;

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

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports. The Application was previously submitted but later withdrawn due to concerns
expressed by the Department during the underwriting process.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Non-Res. # of
Unitss = Buildings =  Buildings = Floors

Net Rentable SF: 145,784 Av Un SF: 810 Common AreaSF: 7,600 GrossBldg SF: 157,124

Age  N/A ys  Vacant: N/A at / /

STRUCTURAL MATERIALS

The structure will be wood frame on a post-tensioned concrete slab on grade. According to the plans
provided in the application the exterior will be comprised as follows: 50% brick veneer and 50% cement fiber
siding. The interior wall surfaces will be drywall and the pitched roof will be finished with composite
shingles.

APPLIANCES AND INTERIOR FEATURES

The interior flooring will be laminate wood. Each unit will include: range & oven, hood & fan, garbage
disposal, dishwasher, refrigerator, microwave oven, fiberglass tub/shower, washer & dryer connections,
ceiling fans, laminated counter tops, individual air conditioning, and high-speed internet access. The
property will include tankless on demand hot water systems for the units and centralized heat.

ONSITE AMENITIES

A 6,700-square foot community building will include an arts and crafts room, management offices, a fithess
center, a kitchen, restrooms, a media room & a mail center. The community building, swimming pool,
barbeque grill, and gardens are located at the entrance to the property. In addition, perimeter fencing with a
limited access gate is planned for the site.

Uncovered Parking: 168 spaces  Carports: 80 spaces  Garages: 50 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Creekside Manor Seniorsis an 11-unit per acre new construction development of 180 units of
mixed-income housing located in centra Killeen. The development will be comprised of 28 evenly
distributed medium garden style, one-story residential buildings as follows:

e Ten Building Type One with six two-bedroom/one-bath units, and two two-bedroom/two-bath units;

e Thirteen Building Type Two with six two-bedroom/one-bath units;

e Four Building Type Three with four one-bedroom/one-bath units;

e OneBuilding Type Four with two one-bedroom/one-bath units, four two-bedroom/one-bath units;
Architectural Review: The building and unit plans are of good design, sufficient size and are comparable to

other modern apartment developments. They appear to provide acceptable access and storage. The elevations
reflect attractive buildings with nice fenestration.
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SITE ISSUES

SITE DESCRIPTION

Size: 14.381 acres 626,436 square feet Flood Zone Designation: Zone X
Zoning. R-3

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: Killeen is located in Central Texas, approximately 60 miles north from Austin in Bell County.
The siteis an irregularly-shaped parcel located in the central area of Killeen. The siteis situated on the south
side of USHWY 190.

Adjacent L and Uses:

e North: One-story office complex immediately adjacent and US Hwy 190 beyond;

e South: Undeveloped Land immediately adjacent and Little Nolan Road beyond;

e East: Little Nolan Creek Tributary immediately adjacent and Little Nolan Road beyond; and
e West: Undeveloped Land immediately adjacent and O.W. Curry Drive beyond.

Site Access: Access to the property is from the US Highway 190 running east and west. The development is
to have one main entry from the northwest along Cunningham Road. Access to Interstate Highway 35 is 15
miles east, which provides connections to all other mgjor roads serving the Killeen area.

Public Transportation: The availability of public transportation was not identified in the application
materials.

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

Special Adverse Site Characteristics: The following issues have been identified as potentially bearing on
the viahility of the site for the proposed development:
Floodplain: *“the property is within Flood Zone C (areas determined to be outside 100-500 year flood).
However, the eastern portion of property running along Little Nolan Creek Tributary (approximately 100
feet) indicated to be in Flood Zone B (500-Y ear Flood).” (p. 22)

However, based on the most recent survey provided by the Applicant, no portion of the property lies
within the designated flood zone.

e TitlePolicy: An“involuntary lien dated June 9, 2005” was reported in the title policy. Receipt, review,
and acceptance of a copy of the release of lien on the property or an updated title commitment showing
clear title, prior to theinitial closing on the property.

Site Inspection Findings: TDHCA staff performed a site inspection on February 22, 2006, and found the

location to be acceptable for the proposed development. The inspector noted that, “there are severa strip

malls/ retail centers nearby within Y2 mile. Street to site is currently being built. Several restaurants within %2

mile.” A previous report dated September 28, 2005, noted that “nearby is a small creek that does not traverse

the site.” Further, “the site has great access to new retail, shopping, & services. Further transportation to the
site is made easy as this property is just off the service road of Hwy 190. No recognizable problems are
evident from the quick visual inspection. Nearby isasmall creek that does not seem to traverse the site.”

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase | Environmental Site Assessment report dated February 7, 2005, was prepared by Lark & Associates,
Inc. and contained the following findings and recommendations:

Findings:

e Asbestos-Containing Materials (ACM): “During time of site visit; special attention was given to
potential Friable ACM (Asbestos Containing Material). Subject property was undeveloped having no
structures.” (p. 25)

e Lead-Based Paint (LBP): “Undeveloped property having no structures’ (p. 25)

e Radon: “Texas Indoor Radon Survey conducted by the Texas Department of Health did survey 18
locations within Bell County with minimum values of >.9 to 3.9 pCi/l. These levels were taken
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OUTDOORS and do not reflect any environmental concerns.” (p. 24)

e Noise: “Our firm was not requested or required to perform a noise study as there were no industrial
zones, activerail lines or airfields within one mile of the site.” (p. 37)

e Floodplain: “the property iswithin Flood Zone C (areas determined to be outside 100-500 year flood).
However, the eastern portion of property running along Little Nolan Creek Tributary (approximately 100
feet) indicated to be in Flood Zone B (500-Year Flood).” (p. 22) The Applicant’s latest survey shows
that the portion of the land that included this floodplain has been excluded from the residential building
site.

Recommendations. “Our firm has concluded that this site has been found to have no current environmental

concerns.” (p. 6)

“After on-site review, no recommendations or environmental concerns were revealed within this undevel oped
property or present of record with all City, County, State, or Federal authorities researched.” (p. 6)

“Our firm does consider that no further environmental investigation is necessary at thistime.” (p. 6)

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. This will be a Priority 3 private activity bond lottery development. 150 of the units (83% of the
total) will be reserved for low-income tenant households earning 60% or less of AMGI, and the remaining 30
units will be offered at market rents.

MAXIMUM ELIGIBLE INCOMES

1 Person 2 Persons 3 Persons 4 Per sons 5 Persons 6 Persons
60% of AMI $19,980 $22,800 $25,680 $28,500 $30,780 $33,060

MARKET HIGHLIGHTS

A market feasibility study dated December 15, 2005, was prepared by Jack Poe Company Incorporated
(“Market Analyst”) and highlighted the following findings:

Definition of Primary Market Area (PMA): “The primary market includes the cities of Killeen, Harker
Heights, and Nolanville (excluding Fort Hood.)” (p. 16). This area encompasses approximately 70 square
miles and is equivalent to a circle with aradius of 4.75 miles.

Population: The estimated 2005 population of the PMA was 132,363 and is expected to increase by 9.2% to
approximately 144,485 by 2010. Within the primary market area there were estimated to be 8,325 senior
households in 2005.

Total Primary Market Demand for Rental Units: The Market Anayst calculated a total demand of 637
qualified households in the PMA, based on the current estimate of 8,325 households, the projected annual
growth rate of 1.8%, renter households estimated at 25.0% of the population, income-qualified households
estimated at 14.44%, and an annual renter turnover rate of 35%. (p. 48). The Market Analyst used an income
band of $15,180 to $25,680. The Market Analyst also included a performance of demand from existing
income eligible owner households who might be willing to relocate to a rental property. This source of
demand is based upon a survey of 47 randomly selected elderly persons at the Killeen Mall and at the Killeen
Senior Citizens Center. This survey found that 63% would consider moving to the subject if it were built and
34% of them would be income qualified. This was applied to the 75% non-renters households in the
primary market area to include 446 additiona units of demand. Thisis not atypical approach to determining
demand but has some validity in concept, especialy in the area of senior housing, since seniors may be more
likely than families to choose to move out of an ownership position and into a rental unit. The Underwriter
applied a turnover rate to reduce the demand from this source to 174 units, but still has concerns regarding
the statistical reliability of the survey itself.
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ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 23 3.61% 18 5%
Resident Turnover 105 16.48% 161 45%
El derly Persons_ Living in Owner 246 70.02% 174 49%
Occupied Housing
Below the Income Band 5 0.78% 5 1%
Secondary Market (10%) 58 9.11% 0 0%
TOTAL ANNUAL DEMAND 637 100% 358 100%
Ref: p. 52

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 44% based upon 637
units of demand and 279 unstabilized affordable housing in the PMA (including the subject) (p. 57). The
Underwriter calculated an inclusive capture rate of 78% based upon a supply of unstabilized comparable
affordable units of 279 divided by a revised demand of 358. While heavily dependent on the limited survey
of owner-occupied income-dligible elderly households in the market, both inclusive capture rates are below
the 100% allowed in the Department’ s guidelines.

Local Housing Authority Waiting List Information: “Denise Strayer of the Centra Texas Council of
Governments stated that they currently have 3,856 Section 8 vouchersin service at this time and their waiting
list includes 1,951 households.” (p. 50).

Market Rent Comparables: The Market Analyst surveyed nine comparable apartment projects totaling
1,265 unitsin the market area. (pp. 26-35).

RENT ANALY SIS (net tenant-paid rents)

Unit Type (% AMI) Proposed Program Max Differential Est. Market Differential
1-Bedr oom (60%) $506 $506 $0 $650 -$144
1-Bedroom (MR) $650 N/A $650 -$0
2-Bedr oom (60%) $606 $604 $2 $725 -$119
2-Bedroom (MR) $795 N/A $725 $70
3-Bedr oom (60%) $606 $604 $2 $775 -$169
3-Bedroom (MR) $850 N/A $775 $75

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

Primary Market Occupancy Rates: “Occupancy in the primary market is similar to occupancy in the
secondary market and overall occupancy is up approximately 5% in the last 6 months.” The table provided
shows that all occupancy rates for this market are over 90%. (p. 23).

Absorption Projections. “Based on this market evidence of absorption, we estimate the absorption rate for
the proposed subject to be twenty-five units per month with thirty percent (30%) being pre-leased.” (p. 25).

Effect on Existing Housing Stock: “The subject (150 HTC units and 30 market rate units) is planned to be
built in a growing market where there are two competitive developments that offer 217 directly competitive
units. None of these directly competitive units are vacant, and there is adequate demand in the market to
absorb the subject units within 5 months without detrimentally impacting the existing supply of competitive
qualified elderly developments.” (p. 59).

Market Study AnalysigConclusions: Notwithstanding the concerns regarding the statistical relevance of
the survey of existing owner-occupied income-eligible households, the Underwriter found the market study
provided sufficient information on which to base a funding recommendation. Senior-specific comparables
were used as much as possible to the extent that they were available in the subject market.

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s HTC rent projections are the maximum rents allowed under HTC guidelines, and
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are achievable according to the Market Analyst. The two-bedroom market rate units are proposed above
what the market can bear according to the Market Analyst, and were reduced by the Underwriter to market-
achievable rents. The Applicant stated that the property will pay water heat and heating, as provided by way
of tankless on-demand hot water systems and natural gas, in addition to water, sewer, and trash and rents
were calculated accordingly. The Applicant included $65 per unit in secondary income but provided
insufficient additional substantiation for their estimate.

The Applicant did provide secondary information from four other senior properties in which they have an
ownership interest located throughout the state. Unadjusted secondary income for these four properties range
from $25.72 to $61.82 with an unadjusted average of $44.53 per unit per month. A closer evaluation of these
properties suggests that washer and dryer rentals (which the Applicant estimated at $21 per unit per month)
only averaged $6.94 per unit per month. Garage and covered parking income averaged $7.23 per unit per
month while the Applicant included $24.22 as a source of income.

To provide stronger evidence of garage income , the Applicant included recent history of garage and carport
rentals for their senior property in Desoto (in the considerably larger DFW market) which reflected 38 of 44
garages leased, 32 of 78 carports leased, 25 washer and dryers leased and 144 of 190 apartment units leased.
The Applicant also included an e-mail from the Market Analyst anecdotally indicating that he was aware of
two other senior developments built in 2003 in the DFW market that have garages leasing for $50 to $60 per
unit. As with the subject the number of garages at these two properties amount to around a quarter of the
total number of apartment units. The Market Analyst further indicates that all of the garages and carports are
occupied but that only one of the two properties charges an additional fee for the carports. While it is likely
that some additional income can be generated from washer and dryers and the garages, the level of support
for such amenity fees is not well tested in Killeen. Moreover data from the comparable Killeen properties
appear to reflect atotal average secondary income of |ess than $10 per unit.

The Applicant estimated $5 for cable income and $15 for other income while their averages were $6.94 and
$17.69, respectively. Without the benefit of review of the full financial statement, it is impossible for the
Underwriter to determine if the cable revenue was net or gross of the potentially offsetting cable expense.
The four properties averaged $11.91 for utility reimbursement which was not initially identified by the
Applicant. The Applicant subsequently indicated that the market rate units would be individually metered for
utilities and suggested that they would use a prorata chargeback of $33 per unit per month; however, this
additional rent burden would exceed the market rent established by the Market Analyst and therefore was not
adopted by the Underwriter.

As potentially compelling as the Applicant’s additional information might seem and after thorough analysis
of this information, the Underwriter concluded that secondary income was possible at the level of $25.60 per
unit per month, though this would be leading the market compared to other senior propertiesin Killeen. (The
Underwriter compared the Applicant’s adjusted historical averages to a calculated estimate using a base of
$15.88 including cable and washer and dryer income plus 70% capture of garage rentals, no carport income,
and no utility reimbursement) As aresult, the Applicant’s effective gross income estimate is $103K greater
than the Underwriter’ s estimate.

Expenses: The Applicant’s total expense estimate of $3,148 per unit is 13% lower than the Underwriter’s
database-derived estimate of $3,543 per unit for comparably-sized developments. The Applicant’s budget
shows several line item estimates that deviate significantly when compared to the database averages,
particularly: general and administrative ($10K lower), payroll ($16K lower), repairs and maintenance ($16K
lower), utilities ($26K lower), water, sewer, and trash ($23K lower), property tax ($13K higher. The
Underwriter discussed these differences with the Applicant and received a written response on March 8" a
summary and analysis of which follows.

The Applicant claimed payroll and payroll tax expenses of $143,500 compared to the Underwriter's
$159,480 or $886 per unit. The Applicant provided two pay periods of a payroll detail sheet for their 190
unit senior property in Desoto (DFW market) which is now in lease-up. While not a clear comparable due to
the significantly different location, the $11,873.58 total for the two out of 26 annual pay periods would
suggest an annualized payroll of $154,357. The Applicant further explains that $925 of the total payroll
detail is attributed to commissions. The Underwriter notes that leasing commissions are typical in most
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markets in Texas today even for stabilized developments and that this very limited information is somewhat
volatile as there is over a 5% difference between the two periods and that the two periods only represent less
than 10% of ayear. Therefore, the weight given to them should be more limited compared to the database
information available to the Department which suggests an even higher average salary cost of $166,029. The
Underwriter adjusted this line item to the low end of the database range, however based upon the comparable
stabilized senior property in Killeen with a per unit payroll cost of $863.

The Applicant indicated that a 25% to 30% savings on the cost of water would result from the use of Dua
Flush Toilets based upon literature from the manufacturer. Without providing a historical operating
experience to document this savings they have indicated it will result in $30 to $45 per unit per year or at
least $5,000. The Applicant similarly suggests that the water well they plan for the property will save $500
per watering month (six months) or $3,000 per year and that the use of one larger compacting trash unit will
reduce by half the trash pickup costs ($325 per week). With none of these items does the Applicant provide
comparable properties in this market or under their ownership to document the historical achievement of
these savings.

The Applicant did provide undated operating expense information from another operator, however. This
portfolio of six properties located in secondary markets across the State of Texas establishing an average
operating expense of $3,441 per unit. However these summary statements excluded reserve for replacement,
$200 per unit, but included an average per unit property tax expense of $750. By adjusting for these two
items, the Underwriter did include the use of a 50% property tax exemption since the general partner is a
CHDO, this portfolio reflects an average operating cost per unit of $3,380 which is 7.4% higher than the
Applicant’s estimate and 5.7% lower than the Underwriter’s estimate. The largest area of dispute between
this average and the Underwriters estimate is in the area of utility expense which averaged $113 per unit per
year for the six property portfolio compared to $357 per unit in the underwriter’s estimate. Two factors play
arole in this difference: 1) The Applicant plans to pay the cost of heating and water heating which is not
typicaly included in the utility expense of an operating budget and 2) in addition to size and age, location
plays a mgjor role in the utility expense for a development. The best comparable for this property as far as
age, size and location is concerned are the other Killeen senior property which reflects $317 per unit with
typical utilities, i.e. not accounting for the heat and water heat. When these average operating expenses for
these six propertiesis also adjusted for utilities, as well as the aforementioned property taxes and reserve for
replacements, the per unit operating expense estimate increases to $3,624 or $80 per unit higher than the
Underwriter’ s estimate.

Conclusion: The Applicant’s estimated income and total estimated operating expense is inconsistent with
the Underwriter’ s expectations and the Applicant’s net operating income (NOI) estimate is not within 5% of
the Underwriter’s estimate. Therefore, the Underwriter’s NOI will be used to evaluate debt service capacity.
Due primarily to the difference in secondary income and operating expenses, the Underwriter’'s estimated
debt coverage ratio (DCR) of 0.93 is less than the program minimum standard of 1.10. Therefore, the
maximum debt service for this project may be limited to $585,310 by a reduction of the loan amount to
$8,699,000 based on the stated rates and terms in the most recent loan commitments.

ACQUISITION VALUATION INFORMATION

APPRAISED VALUE
Land Only: 16.75 acres $770,000 Dateof Valuation: 7/ 11/ 2005
Existing Building(s): “asis’ $0 Date of Valuation: 7/ 11/ 2005
Total Development: “asis’ $770,000 Date of Valuation: 7/ 11/ 2005
Appraiser:  Jack Poe, MAI City: Dallas Phone: (214)  720-9898

APPRAISAL ANALYSIS/CONCLUSIONS

An appraisal, provided by the purchaser, was performed by Jack Poe, MAI and dated July 11, 2005. The
appraisal provides three values: “as-is’, “prospective valug” (as completed), and land value. The current “as-
is’ value is most important in the valuation and underwriting of this property because it should and does
support the purchase price of the subject. For the “as-is’ valuation, the primary approach used was the
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income approach. The acquisition value of the 16.75 acre tract is stated as $750,000, $20,000 less than the
appraised value for 16.75 acres, and is thus considered reasonable in this case.

ASSESSED VALUE

Land: 16.878 acres $91,901 Assessment for the Year of: 2005
Building: $0 Valuation by: Bell County Appraisal District
(hstiacre Ve s78342 Tax Rate: 2.7661%

EVIDENCE of SITE or PROPERTY CONTROL
Type of Site Control: Contract to Purchase Real Estate (16.75 acres)
Contract Expiration Date: 3/ 15/ 2006 Anticipated Closing Date: 3/ 15/ 2006
Acquisition Cost: $750,000 Other Terms/Conditions:
Seller:  Colonial Equities, Inc. Related to Development Team Member: Yes

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: Thereisan identity of interest in the sale of the land as guarantor of the developer owns
the property in another partnership, and is selling it to the Applicant. The site cost of $750,000 ($1.03/SF,
$44,776/acre, or $4,167/unit) is substantiated by the appraisal value of $770,000. Moreover in this case any
excess sales price only goes to further the gap of funds needed since no excess credit syndication proceeds
will be available to fund the acquisition.

Sitework Cost: The Applicant claimed sitework costs of $7,792 per unit without providing any specific
justification regarding why these costs are so high. The TDHCA acceptable range of sitework costs is $4.5K
to $7.5K per unit. In the absence of any such substantiation, the Underwriter lowered the TDHCA sitework
costs to $7.5K per unit for the purpose of estimating the project’s total construction budget. A third party
detailed cost estimate certified by an architect or engineer familiar with the sitework costs of this proposed
project is required as a condition of this report, to be accompanied by a letter from a certified public
accountant stating which costs are includable in éligible basis.

Direct Construction Cost: The Applicant’s costs are more than 5% different than the Underwriter’s
Marshall & Swift Residential Cost Handbook-derived estimate after al of the Applicant’'s additional
justifications were considered. This would suggest that the Applicant’s direct construction costs are
overstated. Garages and carports, that are to be rented, were moved to ingligible costs.

Ineligible Costs: The Applicant included garages and carports that are to be rented in eligible basis. The
Underwriter moved these costs to ineligible costs, resulting in an equivalent reduction in the Applicant’s
eigible basis.

Interim Financing Fees: The Underwriter reduced the Applicant’s eligible interim financing fees by
$133,500 to reflect an apparent overestimation of eligible construction loan interest, to bring the eligible
interest expense down to one year of fully drawn interest expense. This results in an equivalent reduction to
the Applicant’s eligible basis estimate.

Fees. The Applicant’s developer fees exceed 15% of the Applicant’s adjusted eligible basis by $283,333 and
therefore the eligible portion of the Applicant’s developer fee must be reduced by the same amount. The
applicant’ s stated devel oper fee of $2,000,000 is not repayable in 15 years from cash flow.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. Since the Underwriter has been able to verify the Applicant’s
projected costs to a reasonable margin, the Applicant’s total cost breakdown, as adjusted by the Underwriter,
is used to calculate eligible basis. As aresult, an eligible basis of $10,964,829, is used to determine a credit
allocation of $378,287 from this method. The resulting syndication proceeds will be used to compare to the
Applicant’s request and to the gap of need using the Applicant’s costs to determine the recommended credit
amount.
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FINANCING STRUCTURE

INTERIM CONSTRUCTION TO PERMANENT FINANCING

Source:  Housing Credit Fund, LLC Contact:  Chris Jones

Principal Amount: $10,300,000 Construction Interest Rate: 5.5%

Permanent Interest Rate: 6.15%

Amortization: 40 yrs  Term: 32 yrs Commitment:  [X] LOI [] Frm [ Conditiona
Annual Payment:  $701,788 m Priority: 1 Date 3/ 2/ 2006

Additional Information: To be re-priced after 17 years with a balloon after the 32 year

TAX CREDIT SYNDICATION

Source: WNC & Associates Contact: Michael J. Gaber
Net Proceeds: $3,629,920 Net Syndication Rate (per $1.00 of 10-yr HTC) 93¢
Commitment: X Lol [] Firm [] Conditiona  Date: 12/ 28/ 2005

Additional Information:

APPLICANT EQUITY

Amount:  $743,143 Sour ce: Deferred Developer Fee

FINANCING STRUCTURE ANALYSIS

Permanent Bond Financing: The tax-exempt bonds are to be issued by TDHCA and purchased by
Collatera Mortgage Capital, LLC. The permanent financing commitment is consistent with the terms
reflected in the sources and uses of funds listed in the application. To achieve and maintain a debt coverage
ratio of 1.10 or greater, a reduction in the debt principal amount would be required resulting in debt of
$8,601,000.

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

Deferred Developer’s Fees. The Applicant’s proposed deferred developer’s fees of $743,143 amount to
43% of the total fees. Due to the changes anticipated in the debt service capacity and therefore the financing
structure, 100% of the developer fees plus a substantial portion of the contractor fees or other sources of
funds will be required to fill the gap to make the project financially feasible.

Financing Conclusions: Based on the Applicant’s adjusted estimate of eligible basis, the HTC allocation
should not exceed $378,287 annually for ten years, resulting in syndication proceeds of approximately
$3,518,066. Due to the significant difference in estimated secondary income, operating expense and
therefore net operating income, the Underwriter’ s debt coverage ratio (DCR) of 0.93 is less than the program
minimum standard of 1.10. Therefore, the maximum debt service for this development may not exceed
$585,310, by improving the terms of the debt or reducing the permanent loan amount to not more than
$8,699,000. To compensate for the reduction in loan funds the Applicant’s deferred developer fee would
increase to $2,542,809, which represents approximately 148% of the eligible developer fee and 89% of all
developer plus contractor fees. More importantly this total amount of unfunded gap would not be repayable
from cash flow within 15 years even if it were to be paid out of available cash flow at a 0% interest rate. The
amount of unrepayable gap of funds is calculated to be $236,511 which equates to annual cash flow of at
least $15,767 per year. The amount of deferral projected to be necessary beyond 100% of the eligible
developer fee amounts to $826,142 or the equivalent of $55,586 per year of debt service or $61,145 in
income sources or operating savings annually. Should the Applicant’s final direct construction cost exceed
the cost estimate used to determine credits in this analysis, additional deferred developer’s fee will not be
available to fund those development cost overruns.




TEXASDEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, General Contractor, and Property Manager firm are all related entities. These are
common relationships for HTC-funded developments. The property seller and the developer also have an
identity of interest that was discussed in the site acquisition section above.

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

Financial Highlights:

e TheApplicant is asingle-purpose entity created for the purpose of receiving assistance from TDHCA and
therefore has no material financia statements.

e The Genera Partner, Outreach Housing Corporation, submitted an unaudited financial statement as of
February 3, 2005, reporting total assets of $10.8M and consisting of $413K in cash, $5.0M in
receivables, $5.3M in real property, and $78K in other long term assets. Liabilities totaled $312K,
resulting in a net worth of $10.5M.

e Richard Shaw is designated as guarantor of the development and submitted acceptable financial
statements.

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

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

proposed owners have an acceptable record of previous participation.

SUMMARY OF SALIENT RISKS AND ISSUES

e The Applicant’s estimated income/operating expenses/operating proforma are more than 5% outside of
the Underwriter’ s verifiable ranges.

e The Applicant’s direct construction costs differ from the Underwriter's Marshall and Swift-based
estimate by more than 5%.

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

e The recommended amount of deferred developer fee cannot be repaid within ten years, and any amount
unpaid past ten years would be removed from eligible basis.

e Thesdller of the property has an identity of interest with the Applicant.

e The anticipated ad valorem property tax exemption may not be received or may be reduced, which could
affect the financial feasibility of the development.

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

Underwriter: Date: March 13, 2006
Phillip Drake

Director of Real Estate Analysis: Date: March 13, 2006
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Creekside Manor Senior Community, Killeen, 4% HTC #0561¢

Type of Unit Number Bedrooms | No. of Baths Size in SF Gross Rent Lmt. Net Rent per Unit Rent per Month Rent per SE Tht-Pd U Prop-Pd Util
TC 60% 15 1 1 650 $534 $506 $7,590 $0.78 $27.90 $54.20
MR 3 1 1 650 650 1,950 1.00 27.90 54.20
TC 60% 119 2 1 822 642 604 71,876 0.73 38.30 67.40
MR 23 2 1 822 725 16,675 0.88 38.30 67.40
TC 60% 16 2 2 868 642 604 9,664 0.70 38.30 67.40
MR 4 2 2 868 775 3,100 0.89 38.30 67.40
TOTAL: 180 AVERAGE: 810 $526 $616 $110,855 $0.76 $37.26 $66.08
INCOME Total Net Rentable Sq Ft: 145,784 TDHCA APPLICANT Comptroller's Region 8
POTENTIAL GROSS RENT $1,330,260 $1,356,420 IREM Region
Secondary Income Per Unit Per Month: $25.60 55,296 140,880 $65.22 Per Unit Per Month
Other Support Income: utility pass through $5.50
POTENTIAL GROSS INCOME $1,385,556 $1,497,300
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (103,917) (112,296) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0
EFFECTIVE GROSS INCOME $1,281,639 $1,385,004
EXPENSES % OF EGI PER UNIT PER SQFT PER SQ FT PER UNIT % OF EGI
General & Administrative 3.64% $259 0.32 $46,609 $36,250 $0.25 $201 2.62%
Management 5.00% 356 0.44 64,082 68,000 0.47 378 4.91%
Payroll & Payroll Tax 12.44% 886 1.09 159,480 143,500 0.98 797 10.36%
Repairs & Maintenance 5.13% 365 0.45 65,707 50,000 0.34 278 3.61%
Utilities 5.01% 357 0.44 64,269 38,000 0.26 211 2.74%
Water, Sewer, & Trash 5.23% 373 0.46 67,076 44,000 0.30 244 3.18%
Property Insurance 3.63% 258 0.32 46,467 50,000 0.34 278 3.61%
Property Tax 2.7661 5.83% 415 0.51 74,685 88,000 0.60 489 6.35%
Reserve for Replacements 2.81% 200 0.25 36,000 36,000 0.25 200 2.60%
Other: compl fees 1.05% 74 0.09 13,400 12,900 0.09 72 0.93%
TOTAL EXPENSES 49.76% $3,543 $4.37 $637,775 $566,650 $3.89 $3,148 40.91%
NET OPERATING INC 50.24% $3,577 $4.42 $643,864 $818,354 $5.61 $4,546 59.09%
DEBT SERVICE
First Lien Mortgage 54.07% $3,850 $4.75 $693,032 $701,788 $4.81 $3,899 50.67%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW -3.84% ($273) ($0.34) ($49,168) $116,566 $0.80 $648 8.42%
AGGREGATE DEBT COVERAGE RATIO 0.93 1.17
RECOMMENDED DEBT COVERAGE RATIO 1.10
CONSTRUCTION COST
Description FEactor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bidg) 5.29% $4,167 $5.14 $750,000 $750,000 $5.14 $4,167 5.08%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 9.53% 7,500 9.26 1,350,000 1,402,500 9.62 7,792 9.50%
Direct Construction 46.41% 36,535 45.11 6,576,292 6,989,000 47.94 38,828 47.35%
Contingency 5.00% 2.80% 2,202 2.72 396,315 450,000 3.09 2,500 3.05%
General Req'ts 6.00% 3.36% 2,642 3.26 475,578 490,000 3.36 2,722 3.32%
Contractor's G & A 2.00% 1.12% 881 1.09 158,526 165,000 1.13 917 1.12%
Contractor's Profit 6.00% 3.36% 2,642 3.26 475,578 500,000 3.43 2,778 3.39%
Indirect Construction 2.83% 2,228 2.75 401,000 401,000 2.75 2,228 2.72%
Ineligible Costs 4.01% 3,160 3.90 568,842 360,000 2.47 2,000 2.44%
Developer's G & A 2.00% 1.54% 1,212 1.50 218,213 450,000 3.09 2,500 3.05%
Developer's Profit 13.00% 10.01% 7,880 9.73 1,418,386 1,550,000 10.63 8,611 10.50%
Interim Financing 7.60% 5,985 7.39 1,077,375 1,077,375 7.39 5,985 7.30%
Reserves 2.15% 1,691 2.09 304,331 175,000 1.20 972 1.19%
TOTAL COST 100.00% $78,725 $97.20 $14,170,435 $14,759,875 $101.24 $81,999 100.00%
Recap-Hard Construction Costs 66.56% $52,402 $64.70 $9,432,287 $9,996,500 $68.57 $55,536 67.73%
SOURCES OF FUNDS RECOMMENDED
First Lien Mortgage 72.69% $57,222 $70.65 $10,300,000 $10,300,000 $8,699,000 [veloper & Contractor Fee Availa
Additional Financing 0.00% $0 $0.00 0 0 $2,871,668
HTC Syndication Proceeds 25.62% $20,166 $24.90 3,629,920 3,629,920 3,518,066 % of Dev. Fee Deferred
Deferred Developer Fees 5.24% $4,129 $5.10 743,143 743,143 2,542,809 89%
Additional (Excess) Funds Req'd -3.55% ($2,792) ($3.45) (502,629) 86,812 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $14,170,435 $14,759,875 $14,759,875 $2,306,297
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Creekside Manor Senior Community, Killeen, 4% HTC #05618

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Residential Cost Handbook
Average Quality Multiple Residence Basis Primary $10,300,000 Amort 480
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Int Rate 6.150% DCR 0.93
Base Cost s 5157] $7517,788
Adjustments Secondary $0 Amort
Exterior Wall Finish 4.00% $2.06 $300,712 Int Rate 0.00% Subtotal DCR 0.93
Elderly/9-Ft. Ceilings 3.00% 1.55 225,534
Roofing 0.00 0 Additional Amort
Subfloor (2.24) (326,556) Int Rate Aggregate DCR 0.93
Floor Cover 2.22 323,640
Porches/Balconies $18.15 20116 2.50 365,105 RECOMMENDED FINANCING STRUCTURE:
Plumbing $680 60 0.28 40,800
Built-In Appliances $1,675 180 2.07 301,500 Primary Debt Service $585,310
Stairs/Fireplaces 0.00 0 Secondary Debt Service 0
Enclosed Corridors 0.00 0 Additional Debt Service 0
Heating/Cooling 1.73 252,206 NET CASH FLOW $58,554
Garages $33.61 10,000 2.31 336,100
Comm &/or Aux Bldgs $61.63 6,700 2.83 412,904 Primary $8,699,000 Amort 480
Carports $8.90 12,000 0.73 106,800 Int Rate 6.15% DCR 1.10
SUBTOTAL 67.61 9,856,533
Current Cost Multiplier 1.01 0.68 98,565 Secondary $0 Amort 0
Local Multiplier 0.85 (10.14) (1,478,480) Int Rate 0.00% Subtotal DCR 1.10
TOTAL DIRECT CONSTRUCTION COSTS $58.15 $8,476,618
Plans, specs, survy, bld pri{ ~ 3.90% ($2.27) ($330,588) Additional $0 Amort 0
Interim Construction Interes| ~ 3.38% (1.96) (286,086) Int Rate 0.00% Aggregate DCR 1.10
Contractor's OH & Profit 11.50% (6.69) (974,811)
NET DIRECT CONSTRUCTION COSTS $47.23 $6,885,133

OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE

INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $1,330,260 $1,370,168 $1,411,273 $1,453,611 $1,497,219 $1,735,688 $2,012,138 $2,332,619  $3,134,845
Secondary Income 55,296 56,955 58,664 60,423 62,236 72,149 83,640 96,962 130,309
Other Support Income: utility pi 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 1,385,556 1,427,123 1,469,936 1,514,034 1,559,455 1,807,836 2,095,778 2,429,581 3,265,153
Vacancy & Collection Loss (103,917)  (107,034) (110,245) (113,553) (116,959) (135,588) (157,183) (182,219) (244,887)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $1,281,639 $1,320,088 $1,359,691 $1,400,482 $1,442,496 $1,672,249 $1,938,594 $2,247,362  $3,020,267

EXPENSES at 4.00%

General & Administrative $46,609 $48,474 $50,413 $52,429 $54,526 $66,340 $80,712 $98,199 $145,358
Management 64,082 66,004 67,985 70,024 72,125 83,612 96,930 112,368 151,013
Payroll & Payroll Tax 159,480 165,859 172,494 179,393 186,569 226,990 276,168 336,000 497,363
Repairs & Maintenance 65,707 68,335 71,069 73,911 76,868 93,522 113,783 138,435 204,917
Utilities 64,269 66,840 69,513 72,294 75,186 91,475 111,293 135,405 200,433
Water, Sewer & Trash 67,076 69,759 72,549 75,451 78,469 95,470 116,154 141,319 209,187
Insurance 46,467 48,326 50,259 52,269 54,360 66,137 80,466 97,899 144,915
Property Tax 74,685 77,672 80,779 84,010 87,371 106,300 129,330 157,349 232,916
Reserve for Replacements 36,000 37,440 38,938 40,495 42,115 51,239 62,340 75,847 112,271
Other 13,400 13,936 14,493 15,073 15,676 19,072 23,204 28,232 41,790
TOTAL EXPENSES $637,775  $662,645 $688,491 $715,351 $743,265 $900,157 $1,090,381 $1,321,053  $1,940,163
NET OPERATING INCOME $643,864  $657,443 $671,200 $685,131 $699,231 $772,092 $848,214 $926,309  $1,080,104
DEBT SERVICE
First Lien Financing $585,310  $585,310 $585,310 $585,310 $585,310 $585,310 $585,310 $585,310 $585,310
Second Lien 0 0 0 0 0 0 0 0 0
Other Financing 0 0 0 0 0 0 0 0 0
NET CASH FLOW $58,554 $72,133 $85,890 $99,821 $113,922 $186,782 $262,904 $340,999 $494,795
DEBT COVERAGE RATIO 1.10 112 1.15 117 1.19 1.32 1.45 1.58 1.85
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LIHTC Allocation Calculation - Creekside Manor Senior Community, Killeen, 4% HTC #05618

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land $750,000 | $750,000
Purchase of buildings
(2) Rehabilitation/New Construction Cost
On-site work $1,402,500 $1,350,000 $1,402,500 | $1,350,000
Off-site improvements
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $6,989,000 |  $6,576,292 | $6,989,000 |  $6,576,292
(4) Contractor Fees & General Requirements
Contractor overhead $165,000 $158,526 $165,000 $158,526
Contractor profit $500,000 $475,578 $500,000 $475,578
General requirements $490,000 $475,578 $490,000 $475,578
(5) Contingencies $450,000 $396,315 $419,575 $396,315
(6) Eligible Indirect Fees $401,000 $401,000 $401,000 $401,000
(7) Eligible Financing Fees $1,077,375 $1,077,375 $1,077,375 $1,077,375
(8) All Ineligible Costs $360,000 $568,842
(9) Developer Fees $1,716,668
Developer overhead $450,000 $218,213 $218,213
Developer fee $1,550,000 $1,418,386 $1,418,386
(10) Development Reserves $175,000 $304,331
TOTAL DEVELOPMENT COSTS $14,759,875 $14,170,435 $13,161,118 $12,547,262
Deduct from Basis:
All grant proceeds used to finance costs in eligible basis
B.M.R. loans used to finance cost in eligible basis
Non-qualified non-recourse financing
Non-qualified portion of higher quality units [42(d)(3)]
Historic Credits (on residential portion only)
TOTAL ELIGIBLE BASIS $13,161,118 $12,547,262
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $13,161,118 $12,547,262
Applicable Fraction 83% 83.31%
TOTAL QUALIFIED BASIS $10,964,829 $10,453,412
Applicable Percentage 3.45% 3.45%
TOTAL AMOUNT OF TAX CREDITS $378,287 $360,643
Syndication Proceeds 0.9300 $3,518,066 $3,353,977
Total Credits (Eligible Basis Method)l $378,287 $360,643
Syndication Proceeds $3,518,066 $3,353,977
Requested Credits $390,353
Syndication Proceeds $3,630,283
Gap of Syndication Proceeds Needed $6,060,875
Credit Amount $651,707
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Applicant Evaluation ||

Project ID# 05618 Name: Creekside Manor Senior Communit  City: Killeen

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

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

National Previous Participation Certification Received: N/A [ Yes ' No

Noncompliance Reported on National Previous Participation Certification: L] Yes L] No
Portfolio Management and Compliance

Projectsin Material Noncompliance

Multifamily Finance Production

Not applicable

Review pending

No unresolved issues
Unresolved issues found

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer S. Roth

ORI O

Date 8 /30/2005

Community Affairs

No relationship

Review pending

No unresolved issues
Unresolved issues found

HEEEEEEEY

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer EEF
Date 8 /31/2005

Executive Director:

Edwina Carrington

Single Family Finance Production

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

L]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer Paige McGilloway
Date 8/29/2005

Office of Colonia Initiatives

Not applicable
Review pending
No unresolved issues

Unresolved issues found

oo

Unresolved issues found that
warrant disqualification
(Comments attached)
Reviewer

Date

Total # of Projectsmonitored: 5 # in noncompliance: 0
Yes [ ] No
Projects zerotonine. 4 Projectsnot reported  Yes [ ]
grouped ten to nineteen: 0 # monitored with ascore lessthan thirty: 5 in application No
by score twenty to twenty-nine: 1 # not yet monitored or pending review: 4 # of projects not reported 0
Portfolio Monitoring Single Audit Contract Administration
Not applicable Not applicable Not applicable L]
Review pending [] Review pending [] Review pending L]
No unresolved issues [] No unresolved issues L] No unresolved issues U]
Unresolved issues found [] Issues found regarding late cert [ Unresolved issues found L]
Unresolved issues found that [ Issues found regarding late audit [ ] Unresolved issuesfound that [
warrant disqualification : warrant disqualification
Unresolved issues found that U]
(Comments attached) warrant disqualification (Comments attached)
(Comments attached)
Reviewed by Lucy Trevino Date 9/1/2005

Real Estate Analysis
(Cost Certification and Workout)

Not applicable [
Review pending [
No unresolved issues [
Unresolved issues found L]

[]

Unresolved issues found that
warrant disqualification
(Comments attached)

Reviewer
Date

Financial Administration

No delinquencies found
Delinquencies found L]

Reviewer Melissa Whitehead
Date 9 /1 /2005

Executed: day, September 07, 2005



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Multifamily Finance Production Division

Public Comment Summary

Creekside Manor Senior Community

Public Hearing

Total Number Attended 1
Total Number Opposed 0
Total Number Supported 0
Total Number Neutral 0
Total Number that Spoke 0
Public Officials Letters Received
Opposition 0
Support 0
General Public Letters and Emails Received
Opposition 0
Support 0

Summary of Public Comment
No Opposition




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

MULTIFAMILY HOUSING REVENUE BONDS
CREEKSIDE MANOR SENIOR COMMUNITY APARTMENTS

PUBLIC HEARING

Cedar Valley Elementary School Cafeteria
4801 Chantz Drive
Killeen, Texas

February 22, 2006
6:30 p.m.

BEFORE:
SHANNON ROTH, Multifamily Housing Specialist

ON THE RECORD REPORTING
(512) 450-0342




I NDE X
SPEAKER PAGE

CALL TO ORDER/OPENING REMARKS: 3
Shannon Roth, Multifamily Housing Specialist
Finance Division, TDHCA

PUBLIC COMMENT: (NONE)

CLOSING REMARKS/ADJOURNMENT : 4
Shannon Roth

ON THE RECORD REPORTING
(512) 450-0342




PROCEEDINGS

MS. ROTH: Good evening. My name is Shannon
Roth. 1°d like to proceed with the public hearing. Let
the record show that i1t i1s 6:45 p.m. Wednesday, February
22, 2006. We"re at the Cedar Valley Elementary School,
located at 4801 Chantz Drive, Killeen, Texas.

I*m here to conduct the public hearing on
behalf of the Texas Department of Housing and Community
Affairs with respect to an issuance of tax-exempt
multifamily revenue bonds for a residential rental
community. This hearing is required by the Internal
Revenue Code. The sole purpose of this hearing is to
provide a reasonable opportunity for interested
individuals to express their views regarding the
development and the proposed bond issue. No decisions
regarding the development will be made at this hearing.

The Department®s board is scheduled to meet to
consider the transaction on March 20, 2006. In addition
to providing your comments at this hearing, the public is
also invited to provide comment directly to the board at
any of their meetings. The Department staff will also
accept written comments from the public up to 5:00 p.m. on
March 3, 2006.

The bonds will be issued as tax-exempt

ON THE RECORD REPORTING
(512) 450-0342




multifamily revenue bonds iIn the aggregate principal
amount not to exceed 10,500,000 and taxable bonds, 1f
necessary, in an amount to be determined and issued in one
or more series by the Texas Department of Housing and
Community Affairs, the Issuer.

The proceeds of the bonds will be loaned to
OHC/Killeen, Ltd., or a related person or affiliate entity
thereof, to finance a portion of the costs of acquiring,
constructing and equipping a multifamily rental housing
community described as follows: A 180-unit multifamily
residential rental development to be constructed on
approximately 15 acres of land located at approximately
200 yards east of the southeast corner of the intersection
of Highway 190 and O. W. Curry and approximately 300 feet
south of the Highway 190 service road, Bell County, Texas.

The proposed multifamily rental housing
community will be initially owned and operated by the
borrower or a related person or affiliate thereof.

I would like to now open the floor to public
comment.

(Pause.)

MS. ROTH: Let the record show there are no
attendees. Therefore, the meeting iIs now adjourned. And
the time 1s 6:46 p.m.

ON THE RECORD REPORTING
(512) 450-0342




concluded.)

(Whereupon, at 6:46 p.m., this hearing was

ON THE RECORD REPORTING
(512) 450-0342




CERTIFICATE

IN RE: Creekside Manor Senior Community Apartments
LOCATION: Killeen, Texas
DATE: February 22, 2006

I do hereby certify that the foregoing pages,
numbers 1 through 6, inclusive, are the true, accurate,
and complete transcript prepared from the verbal recording
made by electronic recording by Penny Bynum before the

Texas Department of Housing and Community Affairs.

02/27/2006
(Transcriber) (Date)

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

ON THE RECORD REPORTING
(512) 450-0342




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

MULTIFAMILY REVENUE BONDS
CREEKSIDE MANOR SENIOR COMMUNITY

PUBLIC HEARING

Library
Cedar Valley Elementary School
4801 Chantz Drive
Killeen, Texas

January 19, 2005
6:00 p.m.

BEFORE:
ROBBYE G. MEYER, Multifamily Bond Administrator
ALSO PRESENT:

RICHARD P. SHAW, Colonial Equities, Inc.
DAVID TUREK, Colonial Equities, Inc.

ON THE RECORD REPORTING
(512) 450-0342




I NDE X
SPEAKER PAGE

Bruce Whitis 8

ON THE RECORD REPORTING
(512) 450-0342




PROCEEDINGS

MS. MEYER: My name i1s Robbye Meyer. [I"m with
the Texas Department of Housing and Community Affairs. 1
am here to discuss a property, the Creekside Manor Senior
Community. The developer is here, and this is a rendering
of -- a drawing that he®"s doing in DeSoto that"ll pretty
much look like what they"ll be doing here.

What 1°d like to explain i1s that the programs
that we"re going to be using to develop, and what the
developer has applied for -- there"s two different
programs. One is a private activity bond program, and one
is a housing tax credit program. And both were encouraged
by the federal government to encourage private industry,
private developers to build affordable housing and own and
manage 1t.

And the tax exemption for the private activity
bonds -- it Is tax-exempt bonds -- that exemption is to
the bond purchaser; 1t"s not to the development. What it
allows though is the bond purchaser accepts a lower rate
of return on the bonds because he doesn®t have to pay
income tax on his investment, which in turn allows the
lender to charge a lower iInterest rate to the development,
and therefore they can build a higher end product for a
lower cost at the development.
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And that"s the private activity bond side.

Then there®s the housing tax credit side that
puts an equity injection into the property at the
beginning and allows for the lower rent structure for
affordable tenants.

There 1s a 30-year compliance period for this
particular property that the Department will be
monitoring. And it monitors for the income restrictions
that are placed on the property. It also monitors for
tenant occupancy, the physical appearance. We also do
financial audits.

And they also have different tenant services
that are offered to the tenants that"ll live there. It"s
my understanding they have a beauty shop, and a business
center, and several different facilities there on the
property for senior citizens to be able to have there and
they don"t have to drive around for it.

This particular property, it will be Creekside
Manor. It"s located there at 190 and O.W. Curry in the
southeast corner there. 1t will be 30 buildings, one-
story buildings, and two non-residential buildings. A
total of 220 units, two-bedroom, two-bath units with an
average square footage of about 860.

Fifty percent of the units that will be there
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will be rented to families at -- well, senior citizens,
families that are 50 percent of the area median income and
below, and the rest of the units will be at 60 percent of
the area median income and below. For the Killeen area,
the area median income is $47,500.

That®"s -- 1f you have a two-person family, on
the 50 percent side, they could have no more than a
combined income of $19,000 to be able to live here. And
iT they"re at the 60 percent income, it would be 22,800.
The two-bedroom units will be approximately $498, and
the -- for the 50 percent rents, and then for the 60
percent rents, it"ll be $605.

Once this hearing is concluded, a transcript of
this hearing will be given to our board, for the TDHCA
board, and that board is scheduled tentatively right now
for March 10, and any additional public comment -- 1f you
decide you don"t want to make any comment tonight, 1711
give you one of my business cards, and there®"s also -- iIn
the packet of information on the table over here, 1s my
contact information, so if you want to send something in
later you can do that also.

And that public comment period iIs -- i1t does
end on February 25 at 5:00. And if you need my
information, i1t"s In one of those, or 1°11 give you one of
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my business cards.

What 1"m going to do now is actually start the
hearing process. And I have to read a brief speech for
the public hearing that is required, and then I will open
it up for public comment, and if the developer would like
to -- 1f you have any questions for the developer, you're
welcome to ask those.

Again, my name is Robbye Meyer, and I1"m with
the Texas Department of Housing and Community Affairs.
1"d like to proceed with the public hearing, and let the
record show that i1t is 6:13 on Wednesday, January 19, and
we are at the Cedar Valley Elementary School located at
4801 Chantz Drive in Killeen, Texas.

I"m here to conduct a public hearing on behalf
of the Texas Department of Housing and Community Affairs
with respect to an issue of tax-exempt multifamily revenue
bonds for a residential rental community.

This hearing is required by the Internal
Revenue Code, and the sole purpose of this hearing is to
provide a reasonable opportunity for interested
individuals to express their views regarding the
development and the proposed bond issuance. No decisions
regarding the development will be made at this hearing,
and the Department®s board is scheduled to meet to
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consider this transaction on March 10, 2005.

In addition to providing your comments at this
hearing, the public i1s also invited to make comment
directly to the board at that board meeting. The
Department®s staff will also accept written comments up
until 5:00 on February 25, 2005.

The bonds will be issued as tax-exempt
multifamily revenue bonds In an aggregate principal amount
not to exceed 10,500,000, and taxable bonds, If necessary,
in an amount to be determined and issued in one or more
series, by the Texas Department of Housing and Community
Affairs.

The proceeds of the bonds will be loaned to
OHC/Killeen Limited, or a related person or affiliate
entity thereof, to finance a portion of the cost of
acquiring, constructing, and equipping a multifamily
rental housing community described as follows: a 220-unit
multifamily rental development to be constructed on
approximately 15 acres of land and located approximately
200 yards east of the southeast corner of the intersection
of Highway 190 and O0.W. Curry, and approximately 300 feet
south of the Highway 190 service road.

The proposed multifamily rental housing
community will be initially owned and operated by the
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borrower.

And at this time, 1°d like to open it up for
comment. And, Mr. Whitis, would you like to make a
comment?

MR. WHITIS: 1 guess.

MS. MEYER: Or i1f you have any questions,
you"re more than --

MR. WHITIS: Yes, 1°d like a question --

Exactly where is this located? Do you have a
plat to show the exact location?

MR. SHAW: It"s going to be along the creek.
Well, here.

(Pause.)

MR. SHAW: Here®"s 190 and this is the retail --
the office buildings up there. This would be the street
coming In here, approximately over here, and it"ll be this
area over here, coming all the way down to the creek and
up to the boundary of the property.

MR. WHITIS: Okay. | guess -- 1 own this
property, all this property along the front here, all the
property between you and the highway, between this project
and the highway.

MR. SHAW: Right. You"re -- I"m Richard Shaw.

MR. WHITIS: Mr. Shaw. 1 don"t -- we"ve met
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one time --

MR. SHAW: Yes.

MR. WHITIS: -- a long time ago.

MR. SHAW: Long time ago.

MR. WHITIS: And 1"ve been trying to get 1in
touch with you for a good while through the realtor,
because my concern about -- one of the concerns about the
project is we did a land trade with you on this, and part
of that deal was to construct a road.

MR. SHAW: Right. Yes. We were down at the
city today.

MR. WHITIS: That road agreement was to be done
by December 31, and that hasn®t been done. If anything --
nothing has started on it today.

MR. SHAW: No, we"re -- 1 mean, we"re ready to
go. It"s in the city"s hands, and they really don"t have

anything to do with this development right now. But

just -- we met with the chief engineer up there today,
with -- Wayne Kessler was with us, the engineer.
We -- when we did this trade, we did a -- we

took this area here and we basically gave it to the city.
The city i1s questioning whether -- the fact that it

wasn"t platted, or whether it was really accepted by the
city. And I didn"t have the documents with me today when
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I met with the city to tell whether they had signed off on

that or not.

I"ve got to look at the -- as a matter of fact,
frankly, I was planning on calling you tomorrow because
we -- as soon as we can -- get somebody to agree that that

dedication was accepted by the city within 48 hours, we"re
ready to start construction. We"d had everything
approved. So that®"s what"s been holding us up. Wayne has
not been able to get the city to get it done, for whatever
reason.

MR. WHITIS: |1 mean, that was -- we closed iIn
October, 1 believe, and all that --

MR. SHAW: Yes.

MR. WHITIS: -- stuff was done prior.
Construction plans had to be done before closing. That
was part of the deal, and 1 thought --

MR. SHAW: Well, they were done, and 1 thought
they were submitted and ready to go and all. We"ve had
the city waiting, you know, holding us up and holding us
up, and, you know, Wayne has gone back and forth to the
city on our behalf. Wayne®s our engineer down here.

MR. WHITIS: That"s the only access -- that"s
where you"ll be accessing this project, through that road
that we"re talking about?
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MR. SHAW: Well, that"s one of the accesses. |
mean, eventually this street here, Bacon Ranch Road, 1is
going to come through, and this street will go into Bacon
Ranch Road.

MR. WHITIS: But to access this project, you~ll
be accessing i1t through that street now?

MR. SHAW: 1t"1l be one of the accesses, yes.

MR. WHITIS: I guess I"m just concerned about
the whole thing because, you know, It was supposed to have
been done by December, and we haven®t started. If it had
started, 1 might not be as concerned, but 1 was concerned
because --

MR. SHAW: Well, obviously, we can"t get our
permits to build this unless that road goes in.

MR. WHITIS: I understand. But our deal wasn"t
contingent upon anything about back there, about this
project --

MR. SHAW: Well --

THE WITNESS: -- or this approval.

MR. SHAW: 1 know that, but that has nothing to
do with this project. That"s something between you and I.

And, you know, we have -- we"re using your engineer who
you recommended to us to get that accomplished. And he
has not been able to get us a release on a building
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permit.

MR. WHITIS: Those -- I"m not -- 1 haven"t been
in that loop at all on that deal, so 1 don"t know anything
about it.

MR. SHAW: 1 assumed that they had been keeping
you up on that --

MR. WHITIS: No.

MR. SHAW: -- since Wayne was doing all the
work for us.

MR. WHITIS: I don"t -- Wayne doesn®"t work for
me; he"s a consultant --

MR. SHAW: Well, he does --

MR. WHITIS: He works for me.

MR. SHAW: -- work for you.

MR. WHITIS: But the -- you know, there -- you
know, again, I"m just concerned about what"s going on just
because you haven®t met your contractual obligations, you
know, to have it done by the end of the year. Is that
correct?

MR. SHAW: That"s right.

MR. WHITIS: Okay.

MR. SHAW: Yes. So this -- but the street will
have to be in before we can get a building permit to start
this.
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MR. WHITIS: But -- right. And it affects --
and 1 know this may or may not affect this particular --
it is -- may or may not be relevant to this particular
location, but, you know, there"s -- I have to -- under the
contract, we have a right to go in and construct it, and,
you know, sue you to get it done and all those type
things. And I don®"t know how all that happens, and |
don"t want to have to do any of that stuff.

MR. SHAW: Well, neither do we. Believe me, we

have --

MR. WHITIS: But it --

MR. SHAW: Everyone was with me today, we spent
an hour and a half with Jim -- what is his name, the head

engineer up there?

VOICE: Jim Butler.

MR. SHAW: Jim Butler, and Tom Dann was not
around. He was at the hospital getting some tests; he
wasn"t feeling well. But they"re telling us that all of
our plans have been approved, but they cannot find either
any record of this being platted prior to the dedication
to the city.

MR. WHITIS: It wasn"t platting prior to the
dedication.

MR. SHAW: Okay. Or the city accepting the
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dedication. There"s nothing that -- he says, if you can
show me where somebody In the city signed off on this,
that"s fine. He said to tell you engineering is not
holding i1t up, that --

MR. WHITIS: No.

MR. SHAW: -- 1t"s Tom Dann, based upon the
platting that"s --

MR. WHITIS: Right.

MR. SHAW: -- holding i1t up.

MR. WHITIS: Again, that -- to me, that could
have been done three months ago. But my contention is
that we"re looking at -- this affects us dramatically over
there, because that street®"s not there, and we"re getting

to the point where, you know, i1t does affect us.

And, you know, I just -- I"ve been trying to
get in touch with you for a long time. 1 thought, well,
maybe I can get you here. Through the realtor who -- 1

haven®t called you directly, but through the realtor that
handled the project, several calls. And --

MR. SHAW: I know he"d sent me an e-mail last
week. I was out of town.

MS. MEYER: That seems like that can be
settled.

MR. SHAW: Yes, I mean, we"re going to build
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the street. 1 mean, we -- you know, as soon as -- as a
matter of fact, 1 was going to call Bruce tomorrow after I
looked at my closing papers on it because I -- as a matter
of fact, 1 told Wayne 1 was going to call you tomorrow
because 1 assumed that you®ve known --

MR. WHITIS: Well --

MR. SHAW: -- the rules here that when we did
that trade on the close and we deeded i1t to the city, that
you had whoever sign off for the city that needed to
accept that.

MR. WHITIS: When -- and I"1l -- to be honest,
1"d have to think back on all those things --

MR. SHAW: I don"t --

MR. WHITIS: That"s been --

MR. SHAW: -- know --

MR. WHITIS: -- three months ago --

MR. SHAW: Yes.

MR. WHITIS: -- and I don"t remember all the
details of it, you know.

MR. SHAW: Because we were ready to go on this,
and, of course, the weather hasn"t helped us this fall,
but we were ready to go. We had a contract signed with a
local contractor to build this for us back 1In November.

MR. WHITIS: Who was that contractor?
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MR. SHAW: 1711 have to -- 111 call you
tomorrow and give you the name. | don"t remember
offhand --

MR. WHITIS: Well, you know, as a -- | mean, 1

guess the way it affects me directly as a landowner

adjacent to you there -- and I don"t know this question.
And 1 throw this question out without -- just as a
question, | guess, is that you had a contractual

obligation to us to complete this road.

You don®"t meet that contractual obligation. It
makes me think about the whole project back there that
maybe 10 years from now, or five years from now, it
becomes a slum, or something like that, because, you know,
I don"t know what all the obligations are involved with
the government or whoever else.

MS. MEYER: Well, the state, as | stated
earlier In my beginning speech -- there is a 30-year
compliance period on this that the property will be
monitored by the state.

MR. WHITIS: What happens i1t they don"t follow
through with their obligations and the state -- what
happens then? The state come iIn and --

MS. MEYER: Well, there"s --

MR. WHITIS: -- take i1t over and --
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MS. MEYER: -- reserve -- yes. There"s reserve
accounts that are set up at the very beginning that will
continue for years and those reserve -- If It"s not kept
up under physical appearances, then, yes, the state has
the right to go in and make those updates that need to be
done. So, yes, we do have that.

MR. SHAW: Now, Bruce, let me say this, we"ve
been in business 35 years. We"ve always upheld every
obligation we had. In this case, we have a situation
where weather has prohibited us from getting In there for
a while to get the staking, to get the surveys that we
needed. We assumed that you, when you made that trade
with us, knew what the city needed in the way of
documentation, because you and your attorneys did the
documents for us to deed that property over to the city.

Now, we"re -- we have assumed all along that
that was adequate for the city. Now, we just found out
today -- you can ask Wayne Kessler who -- a local person
who you know, that those documents are not adequate. And
I had told Wayne, I said, well, 1"m going to call Bruce
tomorrow because we need to figure out who we have to
contact to get this done.

MR. WHITIS: You know, I -- again, 1"m not here
to argue with you or to get into that.
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MR. SHAW: Well --

MR. WHITIS: Those things are, to me, are
things that, again, that could have been done three months
ago. We all have problems; we all do our projects and we
work through them --

MR. SHAW: So sue me, okay.

MR. WHITIS: No, I don"t have -- don"t want to
do that. 1"m not trying to do that. I"m --

MR. TUREK: Bruce, let me say something here to
kind of -- as far as what happens, number one, like he
said, we"ve been iIn business a long time. You can fly
around the state and look at some other properties, and |
think you®d be very, very pleased with what you saw.

But let me say this -- have we all, you know,
lost our minds and started doing bad things all of a
sudden? We have iInvestors standing iIn here; we have
lenders that are buying the bonds; we have investors that
are buying tax credits that have a great deal to lose if
these properties go down.

So there"s a large -- there®s large financial
institutions standing out there, that if we go away,
they"re going to replace us, and they"re going to take
very good care of these properties. And then they®"d stand
to lose a tremendous amount if they let them go down. So
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that should answer that question.

As to getting the road, we are iIn the process
right now of doing everything possible to get there.
That®"s why Richard and 1 were both iIn the city today,
spending a lot of time today. We"ve been down here all
day working through this, working with Wayne, getting some
things worked out.

And, yes, we were going to make a phone call,
because we felt certain that you have -- your document had
a signature on there whereby the city had accepted this
road, which was going to keep us from having to go through
it. Now, they"re telling us to do a study on the entire
basin, and do this and do that for a 150-foot road. So we
needed to work with you.

But we apologize for the delay. It is not --
that"s not what we do generally. And we"ll put you in
touch with a lot of people that"l1l tell you just that.
What we need to do now is let"s figure out what we need to
do to get thing done quickly, and what can we do for you
and --

MR. WHITIS: You know --

MR. TUREK: -- how can we work together to get
this thing resolved?

MR. WHITIS: I agree. You know, if I was iIn a
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similar situation to you and things weren"t going, 1 would
be contacting the person | had that obligation to and say,
hey, 1"ve got problems here, this or this or this, and 1
need to -- some help in solving that. This is the first
time 1"ve —-

MR. TUREK: We®"re here today and the first
phone call we were going to make tomorrow morning, after
we went back and checked our documents, not to see what
anybody®s obligations were, but to check and make sure
that we didn"t have a signed document there where we
didn®"t have to bother you -- but we were going to go back
and do that.

And the fTirst phone call tomorrow morning was
to you to sit down and say, Bruce, we need your help. So
that"s kind of where we are, and that"s what we*"d like to
try and maybe get -- and 1 understand you"re upset -- not
upset, well, you"re disappointed at this point.

But we"re here to get this thing worked out,
and move forward. Now, we"re excited about this
development, looking forward to 1t. We"ve spent a lot of
time at the city today getting prepared for this thing.
And so, what do we need to do to get there?

First of all, do you know if that document --
ifT someone at the city has accepted that, the dedication
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of that --

MR. WHITIS: You know, all the papers were
signed at closing, and that"s the last I saw of the
original documents.

MR. TUREK: So -- but you or your lawyer, or
somebody, didn®"t actually go down and get someone at the
city, or your engineer or someone to accept that
dedication? That"s what we"re hoping we"re going to find
tomorrow.

MR. WHITIS: Again, I don"t -- 1t was all done
at closing at the title --

MR. TUREK: Yes.

MR. WHITIS: -- company, and they had those
documents.

MR. TUREK: Who do we talk to tomorrow to find
out? Can we all get on the phone tomorrow morning or
tomorrow -- whenever, as soon as --

MR. WHITIS: 1"m not going to be available
tomorrow morning at all.

MR. TUREK: Tomorrow afternoon, then, maybe?

MR. WHITIS: Possibly.

MR. TUREK: Okay.

MR. WHITIS: But --

MR. TUREK: Do we have business cards and all
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that where we know how to -- or would your lawyer or your
engineer or somebody be a better person to talk to about
this?

MR. WHITIS: You know, I"m not sure exactly

what 1t is

you know, if you need the actual copy of the
dedication.

MR. TUREK: Right.

MR. WHITIS: The title company --

MR. TUREK: Would be -- yes, but we --

MR. WHITIS: -- the only person I know to go
through to deal for that.

MR. TUREK: Okay.

MR. WHITIS: And, you know, 1 discussed -- and,
again, I'm —-

MR. TUREK: I1*11 tell you what we came down
here to do today. We came down here today to put up a
$70,000 CD, which the city wanted in lieu of a bond or
whatever. That"s just the easiest thing to do; we"re just
going to give them 70,000. They said, whoa, 1It"s not
platted, so back to sell. That"s why we"re -- you know,
we were going to call you first thing in the morning and
try and work things out, or see what we needed to do.

So that"s kind of -- that"s where we are in
this deal. We"re serious about i1t; we"re professionals;
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we"ve been doing it a long time. And iIt"s just words, but
I can tell you, you®"re not going to have to worry about
having a slum behind you when this thing gets going.
That"s --

MR. WHITIS: Again, 1 don"t -- you know, 1
don"t know. 1 just, you know --

MS. MEYER: Well, it will be monitored by the
state for as long as the bonds are outstanding. If that
is longer than 30 years -- i1t"s however long those bonds
are outstanding. So i1If he has a 40-year finance, 1t"l1l be
40 years. So the state will be monitoring at least for
the next 30 years.

MR. TUREK: And they are not easy on us.

MS. MEYER: And there are a lot of things that
they have to abide by, so -- just to make sure that
everything i1s done right, and there are reserve accounts
that if 1t does become run down, the state has the right
to step In and make those repairs. Okay?

MR. WHITIS: Okay.

MS. MEYER: Okay.

MR. TUREK: You wouldn®t mind staying after
this hearing --

MR. WHITIS: No, no.

MR. TUREK: Okay.
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MS. MEYER: Okay. Seeing -- and now we"ve —-
that was our only public comment, then we will —- I will
let the record show that i1t is now 6:30, and I will
conclude the hearing at this time.

(Whereupon, at 6:30 p.m., the hearing was

concluded.)
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MULTIFAMILY FINANCE PRODUCTION DIVISION
BOARD ACTION REQUEST

Mar ch 20, 2006

Action ltem

Presentation, Discussion and Possible Approval for the issuance of Multifamily Housing Mortgage
Revenue Bonds, Series 2006 and Housing Tax Credits for the Bella Vista A partments devel opment.

Summary of the Bella Vista Apartments Transaction

The pre-application was received on October 3, 2005. The application was scored and ranked by staff.
The application was induced at the November 10, 2005 Board meeting and submitted to the Texas Bond
Review Board for addition to the 2005 Waiting List. The application received a Reservation of
Allocation on November 18, 2005. This application was submitted under the Priority 3 category. A
public hearing was held on January 26, 2006. There were approximately 20 people in attendance with
ten people speaking for the record. The main concern was the tax abatement the applicant has applied
for, competition with smaller apartment owners, and another tax credit property in the area that hasn't
achieved full occupancy. A petition of support from the community was submitted that contained 287
signatures. Opposition has been received from the Gainesville Housing Authority and the Gainesville
Hospital District, Board of Directors. The City Council passed a resolution in opposition to the
development. A copy of the transcript isincluded in this presentation. The proposed siteislocated in the
Gainesville Independent School District.

The proposed development will be located on the east side of N. Grand Avenue and North of US 82,
Gainsville, Cooke County. Demographics for the census tract (9905.0) include AMFI of $29,345; the
total population is 3,442; the percent of the population that is minority is 43.46%; the number of owner
occupied units is 519; the number renter occupied units is 743 and the number of vacant units is 116.
(Census Information from FFIEC Geocoding for 2005)

Summary of the Financial Structure

The applicant is requesting the Department’ s approval and issuance of fixed rate tax exempt bonds in the
amount of $6,800,000. The bonds will be unrated and privately placed by National Alliance Securities.
National Alliance Securities will underwrite the transaction using a debt coverage ratio of 1.15. The
construction and lease up period will be for eighteen months with payment terms of interest only,
followed by a40 year term. The interest rate on the Bonds will be 6.15% per annum.

Recommendation

Staff recommends the Board approve the issuance of Multifamily Housing Mortgage Revenue Bonds,
Series 2006 and Housing Tax Credits for the Bella Vista Apartments development because of the
demonstrated quality of construction of the proposed 144 unit elderly development, the feasibility of the
development (as demonstrated by the financial commitments from National Alliance Securities, Corp.
and WNC & Associates, Inc. and the underwriting report by the Department’s Real Estate Analysis
Division), the tenant and socia services provided by the development and the demand for affordable
units as demonstrated by the market area.
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MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD MEMORANDUM
March 20, 2006

DEVELOPMENT:

PROGRAM:

ACTION
REQUESTED:

PURPOSE:

BOND AMOUNT:

ANTICIPATED

CLOSING DATE:

Bella Vista Apartments, Gainesville, Cooke County, Texas

Texas Department of Housing and Community Affairs
2005 Multifamily Housing Mortgage Revenue Bonds
(Reservation received 11/18/2005)

Approve the issuance of multifamily housing mortgage revenue
bonds (the “Bonds’) by the Texas Department of Housing and
Community Affairs (the “Department”). The Bonds will be
issued under Chapter 1371, Texas Government Code, as
amended, and under Chapter 2306, Texas Government Code, the
Department's Enabling Statute (the "Statute"), which authorizes
the Department to issue its revenue bonds for its public purposes
as defined therein. (The Satute provides that the Department’s
revenue bonds are solely obligations of the Department, and do not
create an obligation, debt, or liability of the Sate of Texas or a pledge
or loan of the faith, credit or taxing power of the State of Texas.)

The proceeds of the Bonds will be used to fund a mortgage loan
(the "Mortgage Loan") to UHF Gainesville Housing, L.P. a
Texas limited partnership (the "Borrower"), to finance the
acquisition, construction, equipping and long-term financing of a
new, 144-unit multifamily residential rental Development located
between the 2000 and 2200 blocks of N. Grand Avenue and on
the west side of N. Grand Avenue, Gainesville, Cooke County,
Texas 76240. (the "Development”). The Bonds will be tax-
exempt by virtue of the Development’s qualifying as aresidential
rental Devel opment.

$6,800,000 Series 2006 Tax Exempt bonds (*)
$6,800,000 Total bonds

(*) The aggregate principa amount of the Bonds will be
determined by the Department based on its rules, underwriting,
the cost of construction of the Development and the amount for
which Bond Counsel can deliver its Bond Opinion.

The Department received a volume cap allocation for the Bonds
on November 18, 2005 pursuant to the Texas Bond Review
Board's 2005 Private Activity Bond Allocation Program. While
the Department is required to deliver the Bonds on or before
April 17, 2006, the anticipated closing date is April 4, 2006.

* Preliminary - Represents Maximum Amount




BORROWER:

COMPLIANCE
HISTORY:

|ISSUANCE TEAM &

ADVISORS:

BOND PURCHASER:

DEVELOPMENT
DESCRIPTION:

UHF Gainesville Housing, L.P., a Texas limited partnership, the
general partner of which is Unified Housing of Gainesville,
L.L.C., aTexas corporation, of which its sole member is Unified
Housing Foundation, Inc.

The Compliance Status Summary completed on March 6, 2006
reveals that the principals of the general partner above have a
total of four (4) properties. Three (3) of these properties are
being monitored by the Department.

National Alliance Securities, Corp (“Bond Purchaser”)
Wells Fargo Bank, National Association, (“ Trustee”)
Vinson & ElkinsL.L.P. (“Bond Counsal”)

RBC Capital Markets (“Financial Advisor”)

McCall, Parkhurst & Horton, L.L.P. (Disclosure Counsel)

The Bonds will be privately placed on or about April 4, 2006.
The initial purchaser and any subsequent purchaser will be
required to sign the Department’s standard traveling investor
letter.

Site: The proposed affordable housing community is a 144-unit
multifamily residential rental development to be constructed on
approximately 13.5 acres of land located between the 2000 and
2200 blocks of N. Grand Avenue and on the west side of N.
Grand Avenue, Gainesville, Cooke County, Texas 76240. (the
"Development"). The proposed density is 10.66 dwelling units
per acre. Numerous retail centers are located within 1 to 2 miles
of the site. There is aso a school, daycare center, and church
located within the neighborhood.

Buildings: The development will include atotal of (8) one, two
and three-story, wood-framed apartment buildings containing
approximately 135,760 net rentable square feet and having an
average unit size of 953 square feet. Construction will consist of
wood-famed buildings with approximately 90% stucco exterior.
The balance of the exterior will be stone veneer. Common area
amenities will include a workout facility, a large pool,
controlled-access gates, a laundry facility and outdoor activity
areas. Unit amenities will include vinyl flooring and carpeting,
garbage disposal, dishwasher, washer/dryer connections, a
microwave oven, ceiling fans.
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SET-ASIDE UNITS:

TENANT SERVICES:

DEPARTMENT FEES

Units  Unit Type Square Feet  Proposed Rent

DEPARTMENT
ANNUAL FEES

ASSET OVERSIGHT
FEE:

TAX CREDITS:

48 1-Bedroom/1-Bath 750 $546.00
56 2-bedrooms/2-Baths 960 $638.00
40 3-Bedrooms/2-Baths 1,150 $741.00

144 Total Units

For Bond covenant purposes, at least forty (40%) of the
residential units in the development are set aside for persons or
families earning not more than sixty percent (60%) of the area
median income. Five percent (5%) of the units in each
Development will be set aside on a priority basisfor persons with
special needs.

(The Borrower has elected to set aside 100% of the units for tax
credit purposes.)

Borrower will provide Tenant Services provided by United
Housing Foundation, Inc. Unified Housing Foundation is a
nonprofit organization whose mission is to provide affordable,
safe and clean apartment homes for low to moderate income
individuals and families. They plan to offer the following
services. financial assistance, CARES Teams/Resident Teams,
after school program with tutoring and community programs and
events.

$1,000 Pre-Application Fee (Paid).
$10,000 Application Fee (Paid).
$34,000 Issuance Fee (.50% of the bond amount paid at closing).

$6,800 Bond Administration (0.10% of first year bond amount)
$5,760 Compliance ($40/unit/year adjusted annually for CPI)

(Department’s annual fees may be adjusted, including deferral,
to accommodate underwriting criteria and Development cash
flow. These fees will be subordinated to the Mortgage Loan and
paid outside of the cash flows contemplated by the Indenture)

$3,600 to TDHCA or assigns ($25/unit/year adjusted annually
for CPI)

The Borrower has applied to the Department to receive a
Determination Notice for the 4% tax credit that accompanies the
private-activity bond allocation. The tax credit equates to
approximately $518,676 per annum and represents equity for the
transaction. To capitalize on the tax credit, the Borrower will
sell a substantial portion of its limited partnership interests,
typically 99%, to raise equity funds for the Development.
Although a tax credit sale has not been finalized, the Borrower
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BOND STRUCTURE:

BOND INTEREST
RATES:

CREDIT
ENHANCEMENT:

FORM OF BONDS:

MATURITY/SOURCES
& METHODS OF
REPAYMENT:

TERMSOF THE
MORTGAGE LOAN:

anticipates raising approximately $5,082,516 of equity for the
transaction.

The Bonds are proposed to be issued under a Trust Indenture (the
"Trust Indenture") that will describe the fundamental structure of
the Bonds, permitted uses of Bond proceeds and procedures for
the administration, investment and disbursement of Bond
proceeds and program revenues.

The Bonds will mature over a term of approximately 40 years.
The Bonds will pay interest only for approximately eighteen (18)
months following the closing date. The loan will be secured by a
first lien on the Development.

The interest rate on the Bonds will be 6.15%. The Department’s
Real Estate Analysis division underwrote the transaction using a
6.22% rate.

The bonds will be unrated with no credit enhancement.

The Bonds will be issued in physical form and are not eligible to
be held in a book-entry only system unless the Bonds receive a
rating of “A” or better from a nationally recognized rating
agency. The Bonds will be issued initially in denominations of
$100,000 plus any integral multiple of $5,000 in excess thereof.

The Bonds will bear interest at a fixed rate until maturity and
will be payable semi-annually. During approximately the first
eighteen (18) months following the closing date, the Bonds will
be payable as to interest only, from an initial deposit at closing to
the Capitalized Interest Account of the Construction Fund,
earnings derived from amounts held on deposit in an investment
agreement, if any, and other funds deposited to the Bond Fund
specifically for capitalized interest during a portion of the
construction phase. After completion of the Development, the
Bonds will be paid from revenues earned from the Mortgage
Loan.

The Mortgage Loan is a non-recourse obligation of the Borrower
(which means, subject to certain exceptions, the Borrower is not
liable for the payment thereof beyond the amount realized from
the pledged security) providing for monthly payments of interest
during the construction phase and level monthly payments of
principal and interest upon following the completion date of the
Development. A Deed of Trust and related documents convey
the Borrower's interest in the Development to secure the
payment of the Mortgage L oan.
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REDEMPTION OF
BONDSPRIORTO

MATURITY:

The Bonds may be subject to redemption under any of the
following circumstances:

Sinking Fund Redemption:

The Bonds are subject to a mandatory redemption in part by
operation of a sinking fund, according to the schedule set forth in
the Indenture.

Optional Redemption:

The Bonds are subject to redemption, in whole, any time on or
after April 1, 2016, from the proceeds of an optional prepayment
of the Loan by the Borrower.

Mandatory Redemption:

(@ (i) in whole or in part, in the event and to the extent that
amounts on deposit in (i) the Bond Proceeds Subaccount of
the Capitalized Interest Account of the Project Fund, or (ii)
the Bond Proceeds Subaccount of the Mortgage Loan
Account of the Project Fund are transferred to the
Redemption Fund on the first Business day following such
transfer for which thirty (30) days notice of redemption can
be given.

(b) If so called for redemption, the Bonds shall be redeemed at
a redemption price equal to 100% of the principal amount
thereof, without premium, plus accrued interest to the date
fixed for redemption.

Extraordinary or Special Mandatory Redemption

(& inwhole or in part, if there is damage to or destruction or
condemnation of the Development, to the extent that
Insurance Proceeds or a Condemnation Award in
connection with the Development are deposited in the
Revenue Fund and are not to be used to repair or restore the
Development; or

(b) inwhole or in part, in the event of prepayment of the Loan
at the direction of atrustee in Bankruptcy for the Borrower;
and

(c) in whole, when any amounts in the Bond Fund not bing
held therein to redeem Bonds is sufficient to pay any

Revised: 3/13/2006
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FUNDS AND ACCOUNTS
ADMINISTRATION:

(d)

unpaid amount required to be paid by the Indenture and to
redeem all Outstanding Bonds.

in whole, upon direction to the Trustee from the Significant
Bondholder to redeem al Outstanding Bonds on April 1,
2016, at a redemption price of 100% of the principal
amount thereof, without premium, plus accrued and unpaid
interest; provided, that such direction from the Significant
Bondholder shall be given to the Trustee on or before April
1, 2016.

Under the Trust Indenture, the Trustee will serve as

registrar and authenticating agent for the Bonds and as trustee of
certain of the accounts created under the Trust Indenture
(described below). The Trustee will aso have responsibility for
anumber of loan administration and monitoring functions.

Moneys on deposit in Trust Indenture accounts are required to be
invested in eligible investments prescribed in the Trust Indenture
until needed for the purposes for which they are held.

The Trust Indenture will create the following Funds and
Accounts:

1.

Bond Fund — Fund into which payments made by the
Borrower are deposited and containing an Interest Account,
Principal Account and Administrative Expense Account:

(@) Administrative Expenses Account— Amounts used for
al fees, indemnification amounts and other amounts
payable to and for the account of the Trustee for
extraordinary services of the Issuer, Bond Counsd,
Trustee etc .

(b) Interest Account — Amounts used to pay the interest on
the Bonds coming due on such Bond Payment Date;

(c) Principal Account — Amounts used to pay the principal
of any Bonds coming due on such payment date;

2. Replacement Reserve Fund — Amounts which are held in
reserve to cover replacement costs and ongoing
mai ntenance to the Development.

3. Escrow Fund — Amounts deposited by the Borrower to be
applied to the payment of real estate taxes and insurance
premiums.
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4. Redemption Fund — Amounts which are used to effect
mandatory or optional redemptions.

5. Rebate Fund — Fund into which certain investment earnings
are transferred that are required to be rebated periodically
to the federal government to preserve the tax-exempt status
of the Bonds. Amounts in this fund are held apart from the
trust estate and are not available to pay debt service on the
Bonds.

6. Debt Service Reserve Fund — Amounts equa to the
Reserve Fund requirement used to pay principal and
interest on the Bonds in the event amount sin the Interest
account and Principal account of the Bond Fund are
insufficient.

7. Cost of Issuance Fund — A temporary fund into which
amounts for the payment of the costs of issuance are
deposited and disbursed by the Trustee;

8. Opeating Deficit Fund — A temporary fund into which
deposits are made by the Borrower to transfer to the
accounts of the Bond Fund to cover any Shortfall Amount
(as such term is defined in the Indenture), and to be
released to the Borrower once certain conditions are met
under the Indenture.

9. Insurance and Condemnation Proceeds Fund — A fund to be
created upon the receipt of insurance or condemnation
proceeds and to be applied in accordance with the terms of
the Indenture.

10. Project Fund (containing a Capitalized Interest Account
(with Bond Proceeds Subaccount and Borrower Equity
Subaccount therein) and a Mortgage Loan Account (with a
Bond Proceeds Account and the Borrower Contribution
Account therein)) — Amounts used for the purpose of
paying the costs of the development and paying interest on
the Bonds during the construction period on the
Devel opment.

The majority of the bond proceeds will be deposited into the
Project Fund and disbursed therefrom during the Construction
Phase to finance the construction of the Development. Costs of
issuance of up to two percent (2%) of the principal amount of the
Bonds may be paid from Bond proceeds.
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DEPARTMENT
ADVISORS:

ATTORNEY GENERAL

REVIEW OF BONDS.

The following advisors have been selected by the Department to
perform the indicated tasks in connection with the issuance of the
Bonds.

1.

Bond Counsdl - Vinson & Elkins L.L.P. ("V&E") was
most recently selected to serve as the Department's bond
counsel through a request for proposals ("RFP") issued by
the Department in September 2005.

Bond Trustee - Wells Fargo Bank National Association
(formerly Norwest Bank, N.A.) was selected as bond
trustee by the Department pursuant to a request for
proposals processin April 2003.

Financial Advisor — RBC Capital Markets, formerly RBC
Dain Rauscher, was selected by the Department as the
Department's financial advisor through a request for
proposals process in August 2003.

Disclosure Counsel — McCall, Parkhurst & Horton, L.L.P.
was selected by the Department as Disclosure Counsel
through arequest for proposals process in September 2005.

No preliminary written review of the Bonds by the Attorney
General of Texas has yet been made. Department bonds,
however, are subject to the approval of the Attorney General, and
transcripts of proceedings with respect to the Bonds will be
submitted for review and approval prior to the issuance of the
Bonds.
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RESOLUTION NO. 06-0010

RESOLUTION AUTHORIZING AND APPROVING THE ISSUANCE, SALE AND
DELIVERY OF MULTIFAMILY HOUSING REVENUE BONDS (BELLA VISTA
APARTMENTS) SERIES 2006; APPROVING THE FORM AND SUBSTANCE AND
AUTHORIZING THE EXECUTION AND DELIVERY OF DOCUMENTS AND
INSTRUMENTS PERTAINING THERETO; AUTHORIZING AND RATIFYING
OTHER ACTIONS AND DOCUMENTS; AND CONTAINING OTHER PROVISIONS
RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”) has
been duly created and organized pursuant to and in accordance with the provisions of Chapter 2306,
Texas Government Code, as amended (the “Act”), for the purpose, among others, of providing a means of
financing the costs of residential ownership, development and rehabilitation that will provide decent, safe,
and affordable living environments for individuals and families of low, very low and extremely low
income and families of moderate income (all as defined in the Act); and

WHEREAS, the Act authorizes the Department: (@) to make mortgage loans to housing sponsors
to provide financing for multifamily residential rental housing in the State of Texas (the “ State”) intended
to be occupied by individuals and families of low, very low and extremely low income and families of
moderate income, as determined by the Department; (b) to issue its revenue bonds, for the purpose,
among others, of obtaining funds to make such loans and provide financing, to establish necessary reserve
funds and to pay administrative and other costs incurred in connection with the issuance of such bonds;
and (c) to pledge al or any part of the revenues, receipts or resources of the Department, including the
revenues and receipts to be received by the Department from such multifamily residential rental
development loans, and to mortgage, pledge or grant security interests in such loans or other property of
the Department in order to secure the payment of the principal or redemption price of and interest on such
bonds; and

WHEREAS, the Board has determined to authorize the issuance of the Texas Department of
Housing and Community Affairs Multifamily Housing Revenue Bonds (Bella Vista Apartments) Series
2006 (the “Bonds"), pursuant to and in accordance with the terms of a Trust Indenture (the “Indenture”)
by and between the Department and Wells Fargo Bank, National Association, a national banking
association, as trustee (the “Trustee”), for the purpose of obtaining funds to finance the Devel opment
(defined below), all under and in accordance with the Constitution and laws of the State; and

WHEREAS, the Department desires to use the proceeds of the Bonds to fund a mortgage loan to
UHF Gainesville Housing, L.P., a Texas limited partnership (the “Borrower™), in order to finance the cost
of acquisition, construction and equipping of a qualified residential rental development described on
Exhibit A attached hereto (the “Development”) located within the State and required by the Act to be
occupied by individuas and families of low and very low income and families of moderate income, as
determined by the Department; and

WHEREAS, the Board, by resolution adopted on November 10, 2005, declared its intent to issue
its revenue bonds to provide financing for the Development; and

WHEREAS, it is anticipated that the Department, the Borrower and the Trustee will execute and

deliver a Loan Agreement (the “Loan Agreement”) pursuant to which (i) the Department will agree to
make a mortgage loan funded with the proceeds of the Bonds (the “Loan™) to the Borrower to enable the

Bella Vista Resolution.DOC 1



Borrower to finance a portion of the cost of the acquisition, construction and equipping of the
Development and related costs, and (ii) the Borrower will execute and deliver to the Department a
multifamily note (the “Note") in an original principal amount equal to the origina aggregate principal
amount of the Bonds, and providing for payment of interest on such principal amount equal to the interest
on the Bonds and to pay other costs described in the Loan Agreement; and

WHEREAS, it is anticipated that the Note will be secured by a Deed of Trust, Security
Agreement, Assignment of Rents and Leases and Financing Statement (the “Mortgage”) by the Borrower
for the benefit of the Department; and

WHEREAS, the Department’ s interest in the Loan (except for certain reserved rights), including
the Note and the Mortgage, will be assigned to the Trustee pursuant to an Assignment of Deed of Trust
Documents and an Assignment of Note (the “ Assignments”) from the Department to the Trustee; and

WHEREAS, the Board has determined that the Department, the Trustee and the Borrower will
execute a Regulatory and Land Use Restriction Agreement (the “ Regulatory Agreement”), with respect to
the Development which will be filed of record in the real property records of Cooke County, Texas; and

WHEREAS, the Board has been presented with a draft of, has considered and desires to ratify,
approve, confirm and authorize the use and distribution in the private placement of the Bonds of an
Limited Offering Memorandum (the “Offering Memorandum”) and to authorize the authorized
representatives of the Department to deem the Offering Memorandum “final” for purposes of Rule 15¢2-
12 of the Securities and Exchange Commission and to approve the making of such changes in the
Offering Memorandum as may be required to provide a final Offering Memorandum for use in the
placement and sale of the Bonds; and

WHEREAS, the Board has further determined that the Department will enter into a Purchase
Contract (the “Purchase Contract”) with the Borrower and National Alliance Securities Corporation (the
“Underwriter”) and any other parties to such Purchase Contract as authorized by the execution thereof by
the Department, setting forth certain terms and conditions upon which the Underwriter or another party
will purchase all or their respective portion of the Bonds from the Department and the Department will
sell the Bonds to the Underwriter or another party to such Purchase Contract; and

WHEREAS, the Board has determined that the Department and the Borrower will execute an
Asset Oversight Agreement (the “ Asset Oversight Agreement”), with respect to the Development for the
purpose of monitoring the operation and maintenance of the Development; and

WHEREAS, the Board has examined proposed forms of (a) the Indenture, the Loan Agreement,
the Assignments, the Regulatory Agreement, the Purchase Contract and the Asset Oversight Agreement
(collectively, the “Issuer Documents’), all of which are attached to and comprise a part of this Resolution
and (