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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
BOARD MEETING

July 30, 2007
8:30 am
Capitol Extension Auditorium
1500 N. Congress

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:

CONSENT AGENDA

Items on the Consent Agenda may be removed at the request of any Board member and considered at
another appropriate time on this agenda. Placement on the Consent Agenda does not limit the possibility of
any presentation, discussion or approval at this meeting. Under no circumstances does the consent agenda
alter any requirements provided under Texas Government Code Chapter 551, the Texas Open Meetings Act.

Item 1: Approval of the following items presented in the Board materials:

General Administration:
a) Minutes of the Board Meeting of June 28, 2007

Disaster Recovery Division:
b) Presentation, Discussion and Possible Approval of Requests for Amendments to CDBG contracts
administered by Office of Rural Community Affairs (ORCA) [ORCA]

Multifamily Finance Division:
c) Presentation, Discussion and Possible Action for Housing Tax Credit Extensions: (if

recommended)

05004 Samuels Place Ft. Worth
05020 Hereford Central Place Hereford
05092 Vida Que Canta Mission

d) Presentation, Discussion and Possible Issuance of Determination Notices for Housing Tax
Credits Associated with Mortgage Revenue Bond Transactions with Other Issuers:

07405 Alamito Terrace, El Paso, El Paso County, Texas
Alamito Public Facilities Corporation is the Issuer
Recommend Credit Amount of $346,251

HOME Division:

e) Presentation, Discussion and Possible Approval of a Notice of Funding Availability (NOFA) for
approximately $10,000,000 utilizing unawarded and deobligated HOME funds for the HOME
Rental Housing Development (RHD) Program

f)  Presentation, Discussion and Possible Approval of a Notice of Funding Availability (NOFA) for
approximately $6,000,000 utilizing unawarded and deobligated HOME CHDO funds for the
HOME Community Housing Development Organization (CHDO) Rental Housing Development
Program
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Presentation, Discussion and Possible Approval of a Notice of Funding Availability (NOFA) for
$1,000,000 of local revenues from the Housing Trust Fund for the Texas Veteran’s Housing
Support Program

ACTION ITEMS

Item 2: Presentation, Discussion and Possible Approval of Real Estate Analysis Items:

Item 3:

a)

Presentation Discussion and Possible Action for the 2007 Competitive Housing Tax Credits
Appeals of Credit Underwriting Reports

07263 Constitution Court Copperas Cove
07268 Mid-Towne | Apartments Tomball
07228 Las Palmas Homes Los Fresnos

Appeals Timely Filed [Underwriting Reports available on Department Website]

Presentation, Discussion and Possible Approval of Multifamily Division Items:

a)

b)

d)

Presentation, Discussion, and Possible Action for Housing Tax Credits Appeals

Appeals Timely Filed

Presentation, Discussion, and Possible Action for the 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 2007, Resolution No. 07-023

07626 Costa Clemente Angleton

Presentation, Discussion and Possible Issuance of Determination Notices for Housing Tax
Credits Associated with Mortgage Revenue Bond Transactions with Other Issuers:

07422- Rainbow Housing Assistance Corporation, Texas Bond Portfolio
07434 Texas State Affordable Housing Corporation is the Issuer
Requested Credit Amount of $2,306,979

Presentation, Discussion, and Possible Approval of the Final Commitments from the 2007 Credit
Ceiling for the Allocation of Competitive Housing Tax Credits and the Waiting List for the 2007
Application Round from the list of all applications below:

Dev. No. Development Name City Region
07101 Carpenter's Point Dallas 3
07103 Oak Tree Village Dickinson 6
07104 Country Lane Seniors-Greenville Community Greenville 3
07108 Paseo Palms El Paso 13
07109 Elrod Place Katy 6
07110 Poteet Housing Authority Farm Labor Poteet 9
07114 Washington Village Apartments Wichita Falls 2
07115 Heights Apartments Big Spring 12
07117 Deer Creek Apartments Levelland 1
07118 Lakeside Apartments Mount Pleasant 4
07123 Tower Village Nacogdoches 5
07124 King's Crossing Phase Il Kingsville 10
07126 Oak Timbers-Caplin Drive Arlington 3
07131 StonelLeaf at Dalhart Dalhart 1
07133 StonelLeaf at Tye Tye 2
07137 Hampton Villages Pampa 1
07141 Pinnacle of Pleasant Humble Humble 6



Dev. No.
07149
07151
07153
07162
07164
07165
07166
07167
07169
07170
07171
07173
07174
07175
07177
07178
07179
07180
07182
07183
07185
07189
07190
07191
07192
07193
07194
07198
07199
07203
07204
07205
07206
07210
07217
07219
07220
07222
07223
07224
07226
07227
07228
07233
07234
07235
07236
07242
07244
07245
07246
07247

Development Name
Residences at Eastland

Key West Village Phase |l

Los Ebanos Apartments

Pointe North

Covington Townhomes

Gates of Dominion North
Jeremiah Seniors

Meadowlake Village Apartments
Costa Madera

Gibraltar

San Juan Square |

West End Baptist Manor Apartments
LULAC Hacienda Apartments
Austin Place

Hamilton Senior Village
Tammye's Pointe

Villas at Goose Creek

Holland House Apartments
Retama Village - Phase |l
Sunset Terrace

Bluebonnet Senior Village
Sunlight Manor Apartments
Stephen Austin School Apartments
Washington Hotel Lofts

Historic Lofts of Waco High
Stone Brook Senior Apartments
377 Villas

West Durango Plaza Apartments
Kingsville LULAC Manor Apartments
Melbourne Apartments

Notting Hill Gate Apartments
North Manor Estates Apartments
Villa Estella Trevino

New Hope Housing at Bray's Crossing

Victory Place Seniors

Canyons Retirement Community
San Gabiriel Crossing
Riverbend Trails

Shady Oaks Apartments

Sierra Ridge Apartments
Candlewick Apartments
Champion Home at La Joya
Las Palmas Homes

Ingram Square Apartments
Tuscany Park at Buda
Woodchase Senior Community
Green Briar Village Phase |l
Paseo de Paz Apartments
Alamito Place

Sphinx at Fiji Seniors
Lexington Square

Terry Street Apartments

City

Fort Worth
Odessa
Alton
Beaumont
Texarkana
Houston
Hurst
Mabank
Laredo
Clute

San Antonio
San Antonio

Corpus Christi
Mount Pleasant

Hamilton
Eagle Pass
Baytown
Holland
McAllen
Pharr
Alamo
Beaumont
Greenville
Greenville
Waco
Palestine
Brownwood
San Antonio
Kingsville
Alvin
Missouri City
Weslaco
Edinburg
Houston
Houston
Amairillo
Liberty Hill
San Angelo
Georgetown
Georgetown
Brownsville
La Joya

Los Fresnos
San Antonio
Buda

El Paso
Wichita Falls
Kerrville

El Paso
Dallas
Angleton
Malakoff
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Dev. No.
07249
07252
07254
07256
07257
07258
07259
07260
07261
07262
07263
07267
07268
07271
07272
07275
07280
07282
07285
07289
07291
07292
07293
07294
07295
07300
07302
07303
07306
07309
07310
07313
07318

Development Name

Bluffs Landing Senior Village
Brooks Manor Apartments
Evergreen at Farmers Branch
Evergreen at The Colony
Orange Palm Garden Apt Homes
Trinity Garden Apt Homes
Montgomery Meadows Phase Il
Victoria Place Addition
Lexington Court Phase I
Santour Court

Constitution Court

Buena Vida Apartments
Mid-Towne | Apartments
Hyatt Manor Apartments
Plantation Valley Estates
Mansions at Briar Creek
Andalusia

Palermo

Anson Park Seniors
Peachtree Seniors

Cypress Creek at Reed Road
North Eastman Residential
Morningstar Villas

Grove at Brushy Creek
Bluestone

Wentworth Apartments

Casa Alton

Villas on Raiford

Zion Village Apartments
Glenwood Trails

Gardens at Friendswood Lakes
Villas at Rabbit Hill

Buena Vida Senior Village

City

Round Rock
West Columbia
Farmers Branch
The Colony
Orange

Liberty
Huntsville
Athens

Kilgore
College Station
Copperas Cove
La Feria
Tomball
Gonzales
Krum

Bryan

Houston
Midland
Abilene

Balch Springs
Houston
Longview
Texas City
Bowie

Mabank
Atascocita
Alton
Carrollton
Houston

Deer Park
Friendswood
Round Rock
Corpus Christi
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Item 4: Presentation, Discussion and Possible Approval of Financial Division Items:

a) Presentation, Discussion and Possible Approval of FY 2008 Final Draft Operating Budget

b) Presentation, Discussion and Possible Approval of FY 2008 Final Draft Housing Finance Budget
Item 5: Presentation, Discussion and Possible Approval of HOME Division ltems:

a) Presentation, Discussion and Possible Approval of the 2007 HOME Investment Partnerships
Program Preservation and Rental Housing Development Program award recommendations in the
amount of $2,812,125 from the list of applications below:

07124 King’s Crossing Phase Il Kingsville
07175 Austin Place Mount Pleasant
07177 Hamilton Senior Village Hamilton
07223 Shady Oaks Apartments Georgetown
07234 Tuscany Park at Buda Buda

07247 Terry Street Apartments Malakoff

07255 Evergreen at Jollyville Jollyville

07282 Palermo Midland

07131 Villas at Rabbit Hill Round Rock
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07343 Parkwood Apartments Nixon
07417 Park Ridge Apartments Llano
07418 Creek View Apartments Johnson City

b) Presentation, Discussion and Possible Approval of the 2007 HOME Investment Partnerships
Program Community Housing Development Organization (CHDO) Rental Development Program
award recommendations in the amount of $1,210,000 from the list of applications below:

07199 Kingsville LULAC Manor Kingsville
07249 Bluffs Landing Senior Village Round Rock
07256 Evergreen at The Colony The Colony
07260 Victoria Place Addition Athens

07261 Lexington Court Phase Il Kilgore

07263 Constitution Court Phase Il Copperas Cove
07340 Copper Creek Homes Hudson

07624 Ennis Senior Estates Ennis

Item 6: Presentation, Discussion and Possible Approval of Disaster Recovery Division Iltems:

a) Presentation and Discussion of the Community Development Block Grant (CDBG) Disaster
Recovery Status Report

Item 7: Presentation, Discussion and Possible Approval of Bond Finance Items:

a) Presentation, Discussion and Possible Approval of a loan reservation procedure for the Single
Family Mortgage Revenue Bond (MRB) Program 70 Targeted Area set-aside

EXECUTIVE SESSION Elizabeth Anderson

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

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

c) Consultation with Attorney Pursuant to §551.071(a), Texas Government Code:
1. With Respect to pending litigation styled Dever v. TDHCA Filed in Federal Court

2. With Respect to pending litigation styled Brandal v.TDHCA Filed in State Court in Potter
County

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

4. With Respect to Any Other Pending Litigation Filed Since the Last Board Meeting
OPEN SESSION Elizabeth Anderson
Action in Open Session on ltems Discussed in Executive Session

REPORT ITEMS
Executive Director's Report

1. Monthly Report on HOME Amendments Granted
2. Construction Cost Research by Real Estate Analysis Division
3. 2007 Competitive Housing Tax Credit Challenges

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
Nidia Hiroms, 512-475-3934; TDHCA, 221 East 11" Street, Austin, Texas 78701, 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 Nidia Hiroms, 512-475-3934 at least three days
before the meeting so that appropriate arrangements can be made.
Personas que hablan espanol 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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EXECUTIVE OFFICE -BOARD

BOARD ACTION REQUEST
July 30, 2007

Action Item

Minutes of the Board Meeting of June 28, 2007.

Required Action

Review minutes of the June 28, 2007 Board Meeting and make any necessary corrections,

Background

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

Recommendation

Staff recommends approval of minutes with any requested corrections.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
BOARD MEETING

June 28, 2007; 9:30 am
1500 N. Congress, Capitol Extension Auditorium
Austin, Texas

SUMMARY OF MINUTES

CALL TO ORDER, ROLL CALL

CERTIFICATION OF QUORUM
The Board Meeting of the Texas Department of Housing and Community Affairs of June 28, 2007 was
called to order by Chair, Elizabeth Anderson at 9:40 a.m. It was held at the Capitol Extension
Auditorium, Austin, Texas. Roll call certified a quorum was present.

Members Present:
Elizabeth Anderson — Chair
C. Kent Conine — Vice-Chair
Shadrick Bogany — Member
Sonny Flores — Member
Gloria Ray -~ Member

Member Absent:
The Honorable Norberto Salinas — Member

PUBLIC CONMMENT _
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 Honorable Representative Jose Menendez, provided testimony in favor of San Juan Homes.
The Honorable Representative Richard Raymond, provided testimony concerning Costa Madera
#071869. _
David Foote, Superintendent, Dalhart Public Schools, provided testimony in support of Stoneleaf at
Dalhart #07131.
David Ahlem, Manager, Hilmar Cheese Co., provided testimony in support of Stoneleaf at Dalhart
#07131.
Jerry Killingsworth, Director of Housing, City of Dallas, provided testimony in support of Carpenter's
Point #07101 and Sphinx at Fiji.
Jay Low, resident of Liberty Hill Texas, provided testimony in opposition to San Gabriel Crossing
#07220.
Dennis Wells, resident of Liberty Hill, Texas, provided testimony in opposition to San Gabriel Crossing
#07220.
- Laura Waller, resident of Liberty Hill, Texas, provided testimony in opposition to San Gabriel Crossing
#07220.
Carl Cooke, resident of Liberty Hill, Texas, provided testimony in opposition to San Gabriel Crossing
#07220.
Monty Price, resident of Liberty Hill, Texas, provided testimony in opposition to San Gabriel Crossing
#07220.

TDHCA Board Meeting
June 28, 2007
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Michael Lyttle, read for the record a letter from the Honorable Representative Dan Gattis, asking the
Department to delay a decision on San Gabriel Crossing, #07220, untit the Department can reexamine
the application, due to recent allegations.

The Honorable Larry L. Melton, Mayor, City of Odessa, provided testimony in support of the Key West
Senior Village #07151.

The Honorable Michael Sanchez, City Councilman, Gity of Odessa, provided testimony in support of
the Key West Senior Village #07151.

Judy Hayes, representing. District 1, Ector County Hospital District, provided testimony in support of the
Key West Senior Village #07151.

The Honorable Armando S. Rodriguez, County Commission Precinct 4, provided testimony in support
of the Key West Senior Village #07151.

Reverend J. W. Hanson, provided testimony in support of the Key West Senior Village #07151,
Bernadine Spears, provided testimony in support of the Key West Senior Village #07151.

Darlene de la Rosa, representing the San Juan Homes Resident Council, provided testimony in
support of San Juan Square |, #07171.

Sandra Perez, Secretary, San Juan Homes Resident Council, provided testlmony in support of San
Juan Square |I, #07171. _

Gloria Rivera, reoresentlnq the San Juan Homes Resident Council, provided testimony in support of
San Juan Square |, #07171.

Ricardo Rangel, representing the San Juan Homes Resident Council, provided testimony in support of
San Juan Square I, #07171.

The Honorable Juan Ramirez, Councilmember District 8, provided testimony in support of Costa
Madera, #07169.

Abraham Redriguez, Executive Director, Laredo Housing Authorttv provided testimony in support of
Costa Madera, #07169.

Larry Dovalina, former City Manager, City of Laredo, provided testimony in support of Costa Madera,
#07169.

Roger Creery, Executive Director, Laredo Development Foundation, provided testimony in support of
Costa Madera, #07169,

Margie Ramirez Ibarra, Webb County Clerk, provided testimony in support of Costa Madera, #07169.
Hector Lee Patino, Assistant Pastor, Christian Family Center, provided testimony in support of Costa
Madera, #07169.

Juan Jose Gamboa, provided testimony in Spanish, in support of Costa Madera, #07169.

Celia Fuentes, provided testimony in Spanish, in support of Costa Madera, #07169

Eva Delgado, provided testimony in support of Costa Madera, #07169.

Enrigueta A. Cruz provided testimony in support of Costa Madera, #07169.

C.G. Brown, Vice President, Dolphin Heights Neighborhood, Assn., provided testimony in support of
Carpenter's Point, #07101.

Adrian Brown, provided testimony in support of Carpentar's Point, #07101.

Anna B. Hill, President, Dolphin Heights Neighborhood, Assn., provided testimony in support of
Carpenter’'s Point, #07101.

Jacagueline S. Washington, provided testimony in support of Carpenter’s Point, #07101.

George D. King, President & CEQ, Brazier Berean Group, provided testimony in support of Carpenter's
. Point, #07101.

Ralph S. Parker, Ill, provided testlmony in support of Carpenter’s Point, #07101.

Chair Anderson read for the record, two witness affirmation’s in support of Carpenter's Point, #071 01
from a Professor with UT Southwestern Medical School and Gary Caldwell, construction manager in
Dallas.

Fred E. Diaz, Retired LULAC Board Member, provided testimony in support of Kingsville LULAC
Manor, #07199.

Herman L. Sanders, Jr., Booker T. Washington Ex-Students & Community Resources Corp., provided
testimony in opposition to Washington Village Apts., #07114.

TDHCA Board Meeting
June 28, 2007
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Brenda A. Jarrett, Booker T. Washingfon Ex-Students & Community Resources Corp., provided
testimony in opposition to Washington Village Apts., #07114,

Chan Pak, Owner, Korean Daily, provided testimony in support of Villas on Raiford, #07303.
Huelon Harrison, Project Development Team, provided testimony in support of Villas on Raiford,
#07303.

Chair Anderson recognized the attendance of Amanda Arriaga of the Governor's Office and Craig
Watson, Chief Clerk for the House Urban Affairs Committee, and thanked them for attending.

Board adjourned for a brief period.

Board recognized long time staff member Sue Cavazos who was leaving the Department and thanked
her for her years of service to the State of Texas.

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

ACTION ITEMS

AGENDA ITEM 1:

Presentation, Discussion and Possible Issuance of Determination Notices for Housing Tax

Credits associated with Mortgage Revenue Bond Transactions with other Issuers:

07412 Mansions at Hastings Green, Houston, Harris County, Texas; Harris County HFC is the
Issuer; Recommended Credit Amount of $937,247
Motion made by Mr. Bogany to approve staff recommendatlon seconded by Ms. Ray; passed

" unanimously.

07416 Regent [, Beaumont, Jefferson County, Texas; BHC Redevelopment Corporation is the
Issuer; Recommended Credit Amount of $810,175
Motion made by Mr. Bogany to approve staff recommendation; seconded by Ms. Ray; passed

unanimously.

AGENDA ITEM 2:
Presentation, Discussion and Possihle Approval of Real Estate Analysis Items:
Presentation Discussion and Possible Action for the 2007 Competitive Housing Tax Credits
Appeals of Credit Underwriting Reports
No appeals filed.

Agenda [tem 3:
Presentation, Discussion and Possible Approval of Multifamily Division Items —~ Specifically
Housing Tax Credit Items:
a) Presentation, Discussion and Possible Action for Housing Tax Credit Appeals

03011 Elder Street Lofts Houston
Withdrawn from consideration.
07302 Casa Alton Alton

Monica Poss, National Farm Workers Service Center, provided testimony in support appeal for

Casa Alton, #07302. _
Motion made by Mr. Conine to approve staff recommendation to deny appeal; seconded by Ms.

Ray; passed unanimously.

TDHCA Board Meeting
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b)

Issue a list of Approved Applications (as of June 28") from the following list of all
applications for Housing Tax Credits in accordance with §2306.6724(e) of the Texas

Government Code.
07101  Carpenter's Point
07102  Chelsea Place
07103  Oak Tree Village
07104  Country Lane Seniors-Greenville Community
07108 Pase¢ Paims
07108  Elrod Place
07110  Poteet Housing Authority Farm Labor
07111 Alaniz Circle
07114  Washington Village Apartments
07115  Heights Apartments
07117  Deer Creek Apartments
" 07118  Lakeside Apartments
07123  Tower Village
07124  King's Crossing Phase |
07126  OQak Timbers-Caplin Drive
07131  StonelLeaf at Dalhart
07133  StoneLeafat Tye
07137  Hampton Villages
07141  Pinnacle of Pleasant Humble
07149  Residences at Eastland
07151  Key West Village Phase |
07153  Los Ebanos Apartments
07162  Pointe North
07164  Covington Townhomes
07165  Gates of Dominion North
07166  Jeremiah Seniors
07167 Meadowlake Village Apartments
07169  Costa Madera
07170  Gibraltar
07171 San Juan Square |
07173  West End Baptist Manor Apartments
07174  LULAC Hacienda Apartments
07175  Austin Place
07177  Hamilton Senior Village
07178 Tammye's Pointe
07179  Villas at Goose Creek
07180  Holland House Apartments
07182  Retama Village - Phase |
07183  Sunset Terrace
07185  Bluebonnet Senior Village
07189  Sunlight Manor Apartments
07190  Stephen Austin School Apartments
07191  Washington Hotel Lofts
07192  Historic Lofts of Waco High
07193  Stone Brook Senior Apartments
07194 377 Villas
07198  West Durango Plaza Apartments
07199  Kingsville LULAC Manor Apartments

Dallas
Houston
Dickinson
Greenville

El Paso
Katy

Poteet
Beeville
Wichita Falls

- Big Spring

{ evelland
Mount Pleasant
Nacogdoches
Kingsville
Arlington
Dalhart

Tye

Pampa
Humble

Fort Worth
Odessa

Alton
Beaumont
Texarkana
Houston
Hurst
Mabank
Laredo

Clute

San Antonio
San Antonio
Corpus Christi
Mount Pleasant
Hamilton
Eagle Pass
Baytown
Holland
McAllen
Pharr

Alamo
Beaumont
Greenville
Greenville
Waco
Palestine
Brownwood
San Antonio
Kingsville
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07202
07203
07204
07205
07206
07210
07217
07219
07220
07221
07222
07223
07224
07226
07227
07228
07233
07234
07235
07236
07241
07242
07244
07245
07246
07247
07249
07252
07254
07255
07256
07257
07258
07259
07260
07261
07262
07263
07267
07268
07271
07272
07275
07278
07280
07281
07282
07285
07288
07291
07292

Pimlico Apartments

Melbourne Apartments

Notting Hill Gate Apartments
North Manor Estates Apartments
Villa Estella Trevino

New Hope Housing at Bray's Crossing
Victory Place Seniors

Canyons Retirement Community
San Gabriel Crossing

Wild Horse Commons
Riverbend Trails

Shady Oaks Apartments

Siefra Ridge Apartments
Candlewick Apartments
Champion Home at La Joya
Las Palmas Homes

Ingram Square Apartments
Tuscany Park at Buda
Woodchase Senior Community
Green Briar Village Phase I|
Villas of Spring Creek

Paseo de Paz Apartments
Alamito Place

Sphinx at Fiji Seniors
Lexington Square

Terry Street Apartments

Bluffs Landing Senior Village
Brooks Manor Apartments
Evergreen at Farmers Branch
Evergreen at Jollyville
Evergreen at The Colony
Orange Palm Garden Apt Homes
Trinity Garden Apt Homes
Montgomery Meadows Phase Il
Victoria Place Addition
Lexington Court Phase Il
Santour Court

Constitution Court

Buena Vida Apartments
Mid-Towne | Apartments

Hyatt Manor Apartments
Plantation Valley Estates
Mansions at Briar Creek
Woodlen Glen Apartments
Andalusia

Qaks at Beeville

Pailermo

Anson Park Seniors

Peachtree Seniors

Cypress Creek at Reed Road
North Eastman Residential

Shenandoah
Alvin
Missouri City
Weslaco
Edinburg
Houston
Houston
Amarillo
Liberty Hill
Kingsville
San Angelo
Georgetown
Georgetown
Brownsville
La Joya

Los Fresnos
San Antonio
Buda

El Paso
Wichita Falls
Saginaw
Kerrville

El Paso
Dalias
Angleton
Malakoff
Round Rock
West Columbia
Farmers Branch
Jollyville

The Colony
Orange
Liberty
Huntsville
Athens
Kilgore
College Station
Copperas Cove
L.a Feria
Tomball
Gonzales
Krum

Bryan
Houston
Housten
Beeville
Midland
Abilene
Balch Springs
Heouston
Longview

TDHCA Board Meeting
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07293  Morningstar Villas Texas City

07294  Grove at Brushy Creek Bowie
07295  Bluestone Mabank
07300  Wentworth Apartments Atascocita
07302  Casa Alton Alton

07303 Villas on Raiford Carrollton
07305  Covenant Estates of Zion Lancaster
07308 Zion Village Apartments Houston
07309  Glenwood Trails . Deer Park
07310  Gardens at Friendswood Lakes Friendswood
07313  Villas at Rabbit Hill Round Rock
07318  Buena Vida Senior Village Corpus Christi

Jay Stewart, Hance, Scarborough & Wright, provided testimony in support of a fonNard
commitment for Buena Vida Senior Village #07318.

Motion by Mr. Conine to approve staff recommendation; seconded by Mr. Bogany, passed
unanimously.

AGENDA ITEM 4:
Presentation, Discussion and Possible Approval of Multifamily Division Items — Specifically
Waiver Request for §49.9(h)(4)(B)(iii) of the 2007 Qualified Allocation Plan:

a)

Presentation, Discussion and Possible Denial of a waiver of the requirement in
§49.9(h)}(4)(B)(iii) of the 2007 Qualified Allocation Plan (“QAP"}

Motion made by Mr. Conine to approve staff recommendation but to accept portable dishwashers
in the units that could not be configured for under cabinet dishwashers; seconded by Mr. Bogany,
passed unanimously.

AGENDA ITEM 5:
Presentation, Discussion and Possible Approval of Disaster Recovery Division ltems:

a)

b)

Presentation and Discussion of the Community Development Block Grant (CDBG) Disaster
Recovery Status Report

Kelly Crawford, DED of Disaster Relief, provided status report.

The Honorable Judge Charles Stone, Executive Director, ORCA, provided report.

No action taken.

Presentation, Discussion and Possible Approval of Requests for Amendments to CDBG
contracts administered by Office of Rural Community Affairs (ORCA}

The Honorable Judge Charies Stone, Executive Director, ORCA, provided report.

Motion by Mr. Conine to approve amendments; seconded by Mr. Bogany; passed unanimously.

AGENDA ITEM 6:
~ Presentation, Discussion and Possible Approval of Community Affairs Division ltems:

a)

b)

Presentation, Discussion and Possible Preliminary Approval of the Future Method for
Program Delivery of the Department’s Section 8 Program

Withdrawn from consideration.

Presentation, Discussion and Approval of 2007 Emergency Shelter Grants Program
(ESGP) Funding Recommendations

Motion by Mr. Bogany to approve; seconded by Mr. Conine; passed unanimously.

TDHCA Board Meeting
June 28, 2007
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EXECUTIVE SESSION

Executive Session not held.

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

¢) Consultation with Attorney Pursuant to §551.071(a), Texas Government Code:
1.  With Respect to pending litigation styled Dever v. TDHCA Filed in Federal Court
2.  With Respect to pending litigation styled Balfard v. TDHCA Filed in Federal Court
3. With Respect to Any Other Pending Litigation Filed Since the Last Board Meeting

REPORT ITEMS
Executive Director's Report
1. 2007 Competitive Housing Tax Credit Challenges
No Action Taken.
2. Report on the First Time Homebuyer Program
No Action Taken.

ADJOURN
Since there was no other business to come before the Board, the meeting was adjourned at 1:45 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

TDHCA Board Meeting
June 28, 2007
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OFFICE OF RURAL COMMUNITY AFFAIRS

BOARD ACTION REQUEST
July 30, 2007

Action Item

Presentation, Discussion and Possible Approval of Requests for Amendments to CDBG
contracts administered by Office of Rural Community Affairs (ORCA)

Requested Action

Approve the request for amendments related to the use of non-housing funds under the State of
Texas Action Plan (Action Plan) for Community Development Block Grant (CDBG) Disaster
Recovery Funds to Areas Most Impacted and Distressed by Hurricane Rita.

Background

The U. S. Department of Housing and Urban Development (HUD) approved the State of Texas
Action Plan (Action Plan) related to the CDBG Disaster Recovery Funds to Areas Most
Impacted & Distressed by Hurricane Rita on June 16, 2006. On August 30, 2006 the TDHCA
Governing Board approved the non-housing project recommendations of the Office of Rural
Community Affairs (ORCA) and the four COGs in the affected area.

The Action Plan approved by HUD specifically states “contract amendments that vary more than
5% must be approved by the TDHCA Board.”

City of Gallatin Contract Number DRS060023

Summary of Request

The City of Gallatin is requesting approval of a transfer in funding categories to move five
thousand eight hundred eighty dollars ($5,880) from the neighborhood facilities line item to the
planning and project delivery line item.

On August 30, 2006 the TDHCA Governing Board approved a fifty thousand dollar ($50,000)
award to the City of Gallatin to repair and renovate a community shelter. On June 28, 2007 the
TDHCA Governing Board approved the addition of eight thousand eight hundred dollars
($8,800) to the Gallatin contract for additions to the same project. As a first time grantee under
the CDBG program, the city has determined that its part time staff and volunteer mayor are not
able to complete the project without some administrative assistance. Provision of this
amendment will allow the city to hire a professional grant consultant to ensure compliance with
the federal regulations and the timely completion of the project. There will be no change in the
number of beneficiaries.
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Activity Current Budget Change (+/-) Revised Budget
6 Neighborhood Facilities /

Community Centers $ 55,800.00 - | $ 5,880.00 $ 49,920.00
30 Engineering $ 3,000.00 $ 3,000.00
33 Planning / Project Delivery | $ 0 + | $ 5,880.00 $ 5,880.00
Total: $ 58,800.00 $ 58,800.00

Hardin County Contract Number DRS060031

Summary of Request

Hardin County is requesting approval of a transfer in funding categories to move fifty five
thousand dollars ($55,000) from the street improvements line item to twenty five thousand
dollars ($25,000) into the engineering and architectural services line item and thirty thousand
dollars ($30,000) into the flood and drainage debris removal line item.

On August 30, 2006 the TDHCA Governing Board approved a one million fifty thousand dollar
($1,050,000) award for debris removal, a community shelter, and street improvements. As the
County has begun the process of removing the vast amounts of debris created by Hurricane Rita
it has become necessary to hire engineering services to determine the county’s right of ways and
complete inspections during drainage improvements. There will be no change in the number of
beneficiaries.

Activity Current Budget Change (+/-) Revised Budget

4 Street Improvements $ 55,000.00 - | $55,000.00 $ -

5a Flood and Drainage Debris

Removal $ 695,000.00 + | $30,000.00 $ 725,000.00

6 Neighborhood Facilities /

Community Centers $ 250,000.00 $ 250,000.00

31 Planning & Urban

Environmental Design $ 50,000.00 $  50,000.00

30 Engineering / Architectural

Services + | $25,000.00 $ 25,000.00

Total: $ 1,050,000.00 $ 1,050,000.00
ORCA Recommendation

ORCA recommends Board approval of a transfer in funding categories for the City of Gallatin to
move five thousand eight hundred eighty dollars ($5,880) from the neighborhood facilities line
item to the planning and project delivery line item.

ORCA recommends Board approval of a transfer in funding categories for Hardin County to
move fifty five thousand dollars ($55,000) from the street improvements line item to twenty five
thousand dollars ($25,000) into the engineering and architectural services line item and thirty
thousand dollars ($30,000) into the flood and drainage debris removal line item.
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MULTIFAMILY FINANCE PRODUCTION DIVISION
BOARD ACTION REQUEST

July 30, 2007

Action Items

Requests for extension of the deadline to submit documentation of commencement of substantial
construction are summarized below.

Required Action

Approve or deny the requests for extension related to 2005 Housing Tax Credit commitments.

Background

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

HTC No. 05004, Samuels Place

Summary of Request: Owner requests a second extension of the deadline to submit the
commencement of substantial construction package. The owner’s request included all
documentation necessary to comply with the requirement and an explanation that the late
submission resulted from an administrative error. The owner stated that the small size of the
development would enable completion well within the deadline to place in service.

This request is brought to the Board because the owner requested the extension after, rather than
before, the expiration of the previous deadline, a violation of §49.20(1) of the 2007 QAP and
because §49.20(1) stipulates that the board must approve any request that exceeds the original
deadline by more than six months. The original deadline was December 1, 2006.

Owner: Samuels Avenue, LP

General Partner: Pioneers of Samuels, LLC

Developer: Carleton Development, Ltd.
Principals/Interested Parties: Printice Gary, R. David Kelly, Neal R. Hildebrandt
Syndicator: Red Capital Group

Construction Lender: Red Capital Group

Permanent Lender: Red Capital Group

Other Funding: NA

City/County: Fort Worth/Tarrant

Set-Aside: General

Type of Area: Exurban

Type of Development: New Construction

Population Served: General Population

Units: 36 HTC units

2005 Allocation: $254,842

Allocation per HTC Unit: $7,079

Extension Request Fee Paid: ~ $2,500

Note on Time of Request: Request was submitted late.

Type of Extension Request: Commencement of Substantial Construction
Current Deadline: May 1, 2007

New Deadline Requested: June 26, 2007 (date required documentation was submitted)

New Deadline Recommended: June 26, 2007
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Previous Extensions: One

Staff Recommendation: Approve the extension as requested.
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HTC No. 05020, Hereford Central Place

Summary of Request: Owner requests an extension of the deadline to submit the commencement
of substantial construction package. The owner submitted the required documentation at the
same time that the extension was requested and stated that the physical requirements for
compliance with the rule were met in early February. The owner stated that the required
documentation was believed to have been submitted on-time. Department staff discussed the
requirement with the owner in late 2006 but review of the file found no record of a request for

extension or of the submission.

This request is brought to the Board because the owner requested the extension after, rather than
before, the expiration of the previous deadline, a violation of §49.20(1) of the 2007 QAP and
because §49.20(1) stipulates that the board must approve any request that exceeds the original

deadline by more than six months. The original deadline was December 1, 2006.

Owner:

General Partner:

Developer:
Principals/Interested Parties:
Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:

Units:

2005 Allocation:

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

New Deadline Requested:
New Deadline Recommended:
Previous Extensions:

Staff Recommendation:

Hereford Central Place, Ltd.

I[-Integrity Management

I-Integrity Management

Star Rhodes

Red Capital Group

Red Capital Group

Red Capital Group

Panhandle Regional Housing Finance Corporation
Hereford/Deaf Smith

General

Rural

New Construction

General Population

32 HTC units

$277,501

$8,672

$2,500

Request was submitted late.
Commencement of Substantial Construction
December 1, 2006

June 15, 2007 (date required documentation was submitted)

June 15, 2007
None

Approve the extension as requested.
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HTC No. 05092, Vida Que Canta

Summary of Request: Owner requests an extension of the deadline to submit the commencement
of substantial construction package. The owner reported that the development was 100%
complete in February of 2007. As an oversight, the commencement of construction
documentation was not submitted by the original deadline of December 1, 2006. The owner’s

extension request included all documentation necessary to comply with the requirement.

The request is being brought to the Board only because the owner violated 49.20(1) of the 2007
QAP by requesting the extension after, rather than before, the expiration of the previous deadline
and because the rule stipulates that the board must approve any request that exceeds the original

deadline by more than six months.

Owner:

General Partner:

Developer:
Principals/Interested Parties:

Syndicator:

Construction Lender:
Permanent Lender:

Other Funding:
City/County:

Set-Aside:

Type of Area:

Type of Development:
Population Served:

Units:

2005 Allocation:

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

New Deadline Requested:
New Deadline Recommended:
Previous Extensions:

Staff Recommendation:

Vida Que Canta Apartments, L.P.
Vida Que Canta Apartments, LLC
Texas Regional Properties, LLC

Bozrah International Ministries, Inc. (Nonprofit Owner of GP);

P. Rowan Smith (Developer)

The Richman Group

JPMorganChase Bank

GMAC Commercial Mortgage

NA

Mission/Hidalgo

General

Exurban

New Construction

General Population

160 HTC units

$950,919

$5,943

$2,500

Request was submitted late.
Commencement of Substantial Construction
December 1, 2006

June 28, 2007 (date required documentation was submitted)
June 28, 2007

None

Approve the extension as requested.
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Carleton Residential Properties

5485 Belt Line Road
Suite 300
Dallas, Texas 75254

(972) 980-9810
June 22, 2007 (972) 980-1559 Fax

Mr. Ben Sheppard Recelved

Texas Department of Housing and Community Affairs
221 11" Street N 2 6 %

Austin, TX 78711

'cogo-.cooo.co.t.o...

Dear Mr. Sheppard:

We would like to request an extension for our commencement of substantial construction on our
Samuels Place development (TDHCA #05004). We had previously extended this date to May 1.
Due to an administrative error in our office, we did not file this form until this week. We have,
however, started construction and are making great process toward completion by the end of this
year. We have foundations complete and much of the framing is complete. As this development
is only 36 units, we should complete well within the required 12/31/07 deadline. I’ve enclosed
some pictures of our progress to date, a copy of the substantial construction documentation, as
well at a $2,500 check for an extension of the substantial construction documentation. We would
like to request that the deadline for substantial completion be moved back to June 30", We
apologize for our error in documenting this earlier and are taking the necessary steps to ensure
that we do not miss this type of deadline again. We are aware of the 9/1/07 deadline for the
LURA to be filed with your office, and we will have that to you on time.

Thank you for your time on this matter. Should you have any question on this matter, please feel
free to call me at (972) 980-9810.

Sin

ly,

ft Fulenchek
irector of Affordable Housing,

Carleton Development, Ltd., co-developer
Of Samuels Place

Development » Consiruction ¢ Asset Management



Hereford Central Place, Ltd.
660 N. Central Expressway
Suite 290

Plano, TX 75074

June 15, 2007

Texas Department of Houslirg and Community Affairs
221E, 11" Street
Austin, TX 78711-3941

RE: Central Place, Hereford, Texas 05-020
Dear Ms Quackenbush:

- | apologize for the confusion surrounding our submission of the Progress Report — Commencement of
Substantial Construction  We inltially requested an extension for flling this repart due to some
hardships encountered with beginning construction. We began construction in early December, but
due to weather conditions were not able to mest the criteria for Substantial Construction until early
February '

in speaking to Mr. Ben Sheppard, he informs me that the Report was not received by TDHCA. As |
cannot provide proof of submitting the original Report | now humbly submit that Repoit along with the

~ most recent AIA documents G702 and G703, as well as the most recent inspection reports from the
architect and the syndicator'in my possession These reports both have pictures included and as you
can see construction is progressing nicely  We expect to have units ready for occupancy by the end of
August

Please find enclosed a check In the amount of $2,500 00 payable to the Texas Depattment of Housing
and Community Affairs. We regret having to ask for this extension but due to many circimstances
heyond our control we find | necessary

Sincerely,

g _
Christopher P Rhodes '
General Partner, Hereford Central Place, Lid.



TEXAS REGIONAL COMPANIES, INC.
17336 West Little York Road
Houston, TX 77084
281-550-1080 281-550-1930 fax

ngeived;ﬂ

Texas Department of Housing Community Affairs JUM 28 w07
Ben Sheppard

221 Bast 11" St

Austin, Texas 78701

June 25, 2007

FYYTET T L L il speed

Re: Vida que Canta Apartments — TDHCA File # 05092

Mr. Sheppard,

I have recently become aware of the fact that Vida que Canta Apartments did not file the 10% completion
package when it was supposed to last year. We started Vida que Canta in the beginning of January of 2006.
Texas Regional Construction [TRC] was well into construction by mid January. Generally TRC has
tremendous momentum once we close on a given project and full construction almost always starts within a
few days of closing.

Obviously TRC has made an error here; therefore Texas Regional Construction and Vida que Canta
Apartments respectfully requests that the board grant the project an amendment for this oversight.

The project was completed 100% by February of 2007. I have included pictures of various areas for your
review. They clearly show the completion stage and are dated.

1 have also included certificates of substantial completion from the Architect and certificates of occupancy
from the city of Mission to document when the first occupancies occurred.

I have also included the $2500.00 penalty check for the fine.

Vida que Canta would have met the 10% completion requirement by February of 2006. Again we apologize
for this error and hope that the board will grant the amendment.

Thank You,

Ken Erwin

Texas Regional Companies
281.550.1080

281.550.1930 fax

832.473.3502 cell
kerwin(@texasreg.com
kenerwin@nextel.blackberry.net

ce; Jacki Dills
Rowan Smith



Housing Tax Credit Program
Board Action Request
July 30, 2007

Action Item

Request review and board determination of one (1) four percent (4%) tax credit application with another issuer for tax exempt bond transaction.

Recommendation

Staff is recommending that the board review and approve the issuance of one (1) four percent (4%) Tax Credit Determination Notice with another issuer for
the tax exempt bond transaction known as:

TDHCA Name Location Issuer Total LI Total Applicant Requested Recommended
No. Units | Units | Development Proposed Credit Credit
Tax Exempt Allocation Allocation
Bond
Amount
07405 Alamito Terrace | El Paso Alamito Public | 76 76 $7,862,331 $7,000,000 $407,916 $346,251
Facilities Corp.




MULTIFAMILY FINANCE PRODUCTION DIVISION
BOARD ACTION REQUEST

July 30, 2007

Action Item

Presentation, Discussion and Possible Issuance of Determination Notices for Housing Tax Credits
associated with Mortgage Revenue Bond Transactions with other Issuers.

Requested Action

Approve, Amend or Deny the staff recommendation for Alamito Terrace, #07405.

Summary of the Transaction

Background and General Information: The application was received on December 28, 2006. The Issuer
for this transaction is Alamito Public Facilities Corporation with a reservation of allocation that expires
on November 15, 2007. The development proposes the new construction of 76 total units targeting the
elderly population. The development is proposed for the City of El Paso and 100% of the units are
proposed to be restricted. The site is currently zoned for such a development.

Organizational Structure and Compliance: The Borrower is Alamito Terrace, LP and the General
Partner is Alamito Terrace GP, LLC, of which the Paisano Housing Redevelopment Corporation has
100% ownership interest. The Compliance Status Summary completed on May 25, 2007 reveals that the
principals of the general partner have a total of sixteen (16) properties that have been monitored with no
material non-compliance. The bond priority for this transaction is:

DX Priority 1(a): Set aside 50% of units rent capped at 30% of 50% AMFI and the remaining
50% of units rents capped at 30% of 60% AMFI.

Census Demographics: The development will be located at approximately 508 S. Virginia Street in El
Paso. Demographics for the census tract (0020.00) include AMFI of $15,460; the total population is
3,141; the percent of population that is minority is 98.25%; the percent of population that is below the
poverty line is 55.27%; the number of owner occupied units is 179; the number of renter units is 826 and
the number of vacant units is 67. The percentage of population that is minority for the entire City of El
Paso is 26.7% (Census information from FFIEC Geocoding for 2006).

Public Comment: The Department has received no letters of support or opposition.

Recommendation

Staff recommends the Board approve the issuance of a Determination Notice of $346,251 in Housing Tax
Credits for Alamito Terrace.
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MULTIFAMILY FINANCE PRODUCTION DIVISION
July 30, 2007
Development Information, Public Input and Board Summary

Alamito Terrace, L.P., TDHCA Number 07405

BASIC DEVELOPMENT INFORMATION

Site Address: North side of E Father Rahm Ave. between S Virginia and S Development #: 07405
City: El Paso Region: 13 Population Served: Elderly
County: El Paso Zip Code: 79901- Allocation: Urban/Exurban

HOME Set Asides: Ll cHDO L preservation ! General Purpose/Activity: NC

Bond Issuer: Alamito Public Facilities Corp.

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: Alamito Terrace, L.P.

Owner Contact and Phone Rosie Montes (915) 849-3806
Developer: Paisano Redevelopment Corporation

Housing General Contractor: To Be Determined

Architect: Moore, Nordell, Kroeger Architects, Inc.

Market Analyst: Wilkinson, Pendergrass & Beard, L.P.

Syndicator: MMA Financial, Inc.

Supportive Services: Centro de Salud Familiar La Fe ("La Fe Clinic")

Consultant: Not Utilized

UNIT/BUILDING INFORMATION

30% 40% 50% 60% Eff 1BR 2BR 3BR 4BR 5BR Total Restricted Units: 76
0 0 76 0 0 76 0 0 0 0 Market Rate Units: 0
Type of Building: 4 units or more per building Owner/Employee Units: 0
] Duplex [ | Detached Residence Total Development Units: 76
] Triplex [ Single Room Occupancy Total Development Cost: $7,862,331
[] Fourplex [ Transitional Number of Residential Buildings: 6
] Townhome HOME High Total Units: 0
HOME Low Total Units: 0
Note: If Development Cost =$0, an Underwriting Report has not been completed.
FUNDING INFORMATION
Applicant Department
Request Analysis Amort Term Rate
4% Housing Tax Credits with Bonds: $407,916 $346,251 0 0 0%
TDHCA Bond Allocation Amount: $0 $0 0 0 0%
HOME Activity Fund Amount: $0 $0 0 0 0%
HOME CHDO Operating Grant Amount: $0 $0

7/23/2007 10:28 AM
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MULTIFAMILY FINANCE PRODUCTION DIVISION
July 30, 2007
Development Information, Public Input and Board Summary

Alamito Terrace, L.P., TDHCA Number 07405

PUBLIC COMMENT SUMMARY

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

State/Federal Officials with Jurisdiction:

TX Senator: Shapleigh, District 29 NC US Representative: Reyes, District 16, NC
TX Representative: Moreno, District 77 NC US Senator: NC

Local Officials and Other Public Officials:

Mayor/Judge: John Cook, Mayor, City of El Paso - NC Resolution of Support from Local Government [ ]

City of El Paso Community Development Consolidated
Plan 2005-2010: The DCHD's primary goal is to conserve
and upgrade the existing supply of affordable hosing
through rehabilitation.

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

Per §49.12(c) of the Qualified Allocation Plan and Rules, all Tax Exempt Bond Development 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”).”

Receipt, review, and acceptance, prior to demolition, of evidence that all Phase | Environmental Site Assessment recommendations, including
asbestos and lead based pain surveys and testing for lead in drinking water, and subsequent environmental report recommendations have been
carried out.

Receipt, review, and acceptance, by closing, of approval by the City of the zoning change or a variance.

Receipt, review, and acceptance, by closing, of a final survey of the proposed site identifying the correct acreage to be restricted for this
development.

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

7/23/2007 10:28 AM
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MULTIFAMILY FINANCE PRODUCTION DIVISION
July 30, 2007
Development Information, Public Input and Board Summary

Alamito Terrace, L.P., TDHCA Number 07405

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

4% Housing Tax Credits: Credit Amount; $346,251

Recommendation: Recommend approval of a Housing Tax Credit Allocation not to exceed $346,251 annually for ten years, subject
to conditions.

TDHCA Bond Issuance: Bond Amount: $0
Recommendation:
HOME Activity Funds: Loan Amount: $0
HOME CHDO Operating Expense Grant: Grant Amount: $0
Recommendation:

7/23/2007 10:28 AM




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 07/20/07 PROGRAM: 4% HTC FILE NUMBER: 07405

DEVELOPMENT

Alamito Terrace

Location:  North side of E Father Rahm Ave between S Virginia St and S St Vrain St Region: 13

City: ElPaso County: El Paso Zip: 79901 QcCT DDA

Key Attributes: Multifamily, Elderly, New Construction, Nonprofit

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term| Amount Interest |JAmort/Term
Housing Tax Credit (Annual) $407,916 $346,251
* The Applicant originally requested $482,248 but has revised this request on multiple subsequent occasions.
CONDITIONS

1 Receipt, review, and acceptance, prior to demolition, of evidence that all Phase | Environmental Site
Assessment recommendations, including asbestos and lead based paint surveys and testing for lead in
drinking water, and subsequent environmental report recommendations have been carried out.

2 Receipt, review, and acceptance, by closing, of approval by the City of the zoning change or a
variance.

3 Receipt, review, and acceptance, by closing, of a final survey of the proposed site identifying the
correct acreage to be restricted for this development.

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

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
50% of AMI 50% of AMI 76
*The property will be 100% public housing.

PROS CONS

i The plan proposes the redevelopment of a 66 d The construction costs are substantially higher
year old public housing property and will utilize than can be reasonably justified and a different
HOPE VI funds in order to provide 100% public construction style would free up funds for
housing. additional units.

i Due to the extensive deep rent targeting a i The need for tax credit appears to be the result
conventional tax credit development would not of extremely high development costs rather
be financially feasible without ongoing subsidy than based on a reasonable gap in funding.

such as that proposed.
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PROS continued

CONS continued

i The development will receive a public housing
operating subsidy for 100% of the units which will
increase to cover expenses.

g Significant inconsistencies in the application

could adversely affect the development of the
subject.

The Applicant's expense to income ratio is 100%
but is mitigated by 100% operating subsidy as
needed.

PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

Paisano Howning Redevelopment Corp.
) 501 € {3) Non Profit. 100%

Alamito Tesrace, GP, LLC Tax Credst nvestors
0.01 % Seneral Pariner 22.39%
Alamilo Yerrace, LP
100%
Alamito Piaco Apariments
{78 Uiks]

CONTACT
Contact: Rosie Montes Phone: (915) 849-3749 Fax: (915) 849-3722
Email: rmontes@hacep.org

KEY PARTICIPANTS

Name Net Assets | Liquidity? # of Complete Developments
Paisano Housing Redevelopment Corp Instrumentality of HACEP --
Housing Authority of the City of El Paso | $128,933,000 | $17,703,000 12 LIHTC Developments
Vince Dodds Interim Executive Director N/A

1 Liguidity = Current Assets - Current Liabilities
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IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, property manager, and supportive services provider are
related entities. These are common relationships for HTC-funded developments.

g The property is currently owned by the Housing Authority of the City of El Paso (HACEP), a related party.

g HACEP plans to contribute approximately $7.7M in HOPE VI funds in permanent financing. These funds
are from a HUD Fiscal Year 2004 HOPE VI Revitalization Grant for $20M.

d The Mortgage Revenue Bond issuer is an instrumentality of HACEP.

PROPOSED SITE

SITE PLAN
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BUILDING CONFIGURATION

Building Type | I Total
Floors/Stories 4 1 Buildings
Number 1 5 6
BR/BA SF Units Total Units | Total SF
171 633 56 56 35,448
1/1 664 4 20 13,280
Units per Building 56 4 76 48,728

Development Summary:

The subject property was developed between 1939 and 1941 and is a portion of a larger 349 unit/61
residential building public housing development. The application proposed the demolition of the
existing structures on the proposed site and construction of a 56 unit elderly mid-rise (4 story) residential
building with community area and five single story fourplex residential buildings. The Applicant has also
indicated that an adjacent community building will be rehabilitated and a portion of the building will
be utilized as leasing facilities dedicated to the subject development. The remaining portion will be
utilized for the benefit of the greater community.
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The subject reconstruction development is a part of a much larger revitalization plan encompassing a
six block area that will utilize $20M in HOPE VI funds that have been allocated by HUD. HACEP has also
made application for Alamito Place (07244) a 58 unit conventional Housing Tax Credit development
targeting families. Alamito Place will occupy a one block area to the northeast of the subject
development. As of the date of this report, Alamito Place is not scored high enough to receive a 2007
allocation of 9% HTCs.

Third Avenue will be extended and once completed will border the subject site to the north. Bordering
the east boundary of the site, St Vrain Street will also be redeveloped. The schedule for redevelopment
of these two dedicated roadways is unclear. However, the primary entrances to the subject site will be
from Father Rahm Street to the south and Virginia Street to the west. Therefore, the operation of the
subject property should not be dependent upon completion of the roadway redevelopment. The
application indicates that the entire development plan will be completed by January of 2010; however,
based upon the redevelopment schedule provided, HACEP may be behind schedule.

SITE ISSUES
Total Size: 291 acres Scattered site? . Yes No
Flood Zone: Zone C Within 100-yr floodplain? . Yes No
Zoning: Special District Needs to be re-zoned? Yes . No |:| N/A

Comments:
The Applicant has submitted an application to the City of El Paso in order to rezone the subject site from
District SRR (Special Residential Revitalization) to District SD (Special District). According to the Applicant,
the zoning change will reduce the required setbacks and provide additional space development of the
proposed structures. Based on the information provided, the subject development may be contingent
upon the zoning change; therefore, receipt, review, and acceptance of approval by the City of the
zoning change or a variance is a condition of this report.

The subject property is currently part of a larger tract owned by the Housing Authority and developed
with multifamily housing. The documentation provided in the application indicates that the site is
composed of 3.156 acres. However, this site acreage appears to include a small portion of property
that will not be restricted and is planned for future use of multifamily housing targeted to families.
Therefore, the Underwriter has estimated a revised site of 2.91 acres, but receipt, review, and
acceptance, by closing, of a final survey the proposed site identifying the correct acreage to be
restricted for this development is a condition of this report.
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TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date: 1/30/2007

Overall Assessment:
|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:
North:  commercial/residential/Delta Street East: St Vrain St/ multifamily/social services
South:  multifamily/Father Yermo Center West: Virginia St/single family/commercial

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: ENCON International, Inc Date: 1/9/2007

Recognized Environmental Concerns (RECs) and Other Concerns:

i Asbestos-Containing Materials (ACM). “Asbestos and Lead Paint Surveys are recommended for the
safety of future inhabitants, and the protection of potential workers that may perform repairs,
remodeling or demolition activities” (p. 9-Add).

i Lead Based Paint Survey: “Asbestos and Lead Paint Surveys are recommended for the safety of future
inhabitants, and the protection of potential workers that may perform repairs, remodeling or demolition
activities” (p. 9-Add).

d Lead in Drinking Water: “Due to the age of the subject Apartment Complex, at least two water samples
should be collected and analyzed for lead concentrations in drinking water” (p. 10-Add).

Comments:
Receipt, review, and acceptance of evidence that all Phase | Environmental Site Assessment
recommendations, including asbestos and lead based paint surveys and testing for lead in drinking

water, and subsequent environmental report recommendations have been carried out is a condition of
this report.

MARKET HIGHLIGHTS

Provider:  Zacour and Associates, Inc Date: 10/31/2006
Contact: Paul G Zacour Phone: (915) 581-1141 Fax: (915) 581-1168
Number of Revisions: N/A Date of Last Applicant Revision: N/A

Primary Market Area (PMA):

The Primary Market Area is composed of sixteen census tracts. "The geographic boundaries of the
Primary Market Area may be described generally as Schuster Avenue and the Franklin Mountains to the
north, the U.S./Mexico Border to the west, the U.S./Mexico Border to the south and Fonseca Drive to the
east."

Secondary Market Area (SMA):
The Market Analyst did not include a Secondary Market Area.

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name lew | 'o@ | comp Name Fle# | 1O% comp
Units Units Units 25%  Units
None N/A
INCOME LIMITS
El Paso
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
50 $15,100 $17,250 $19,400 $21,550 $23,250 $25,000
50f11
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MARKET ANALYST'S PMA DEMAND by UNIT TYPE

Turnover | Growth Other Total Unstabilized
Unit Type Subject Units|Comparable| Capture Rate
Demand | Demand | Demand| Demand
(PMA)
1 BR/50% Rent Limit 0 2 518 520 38 0 %
1 BR/60% Rent Limit 0 2 423 425 38 0 9%
Underwriter's Extrapolation:
1 BR/50% Rent Limit 0 2 518 520 76 0 15%
Comments:

The Applicant's original unit mix included 38 units at the 60% of AMI level and the Market Analyst's
demand calculations have been performed based on this original unit mix. Therefore, the
Underwriter has included an extrapolation based on the Market Analyst's figures that provides the
capture rate if the Market Analyst had included all 76 units at the 50% of AMI level.

Additionally, the Market Analyst did not include a turnover calculation. Instead, the Analyst used a
calculation for renters in substandard housing, overburdened renters, and an estimate of existing
tenants that will return. These sources of demand have been included in "other demand." Of note,
however, a portion of the renters from the Analyst's calculation of overburdened renter's and
substandard housing are effectively included in the Department's standard turnover demand
calculation. These figures do not consider turnover from quality housing and assume 100% of rent
overburdened and renters in substandard housing will turnover.

OVERALL DEMAND

HoLesizgheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. N/A
Underwriter 16% 6,265 100% 6,265 57% 3,573 46% 1,634 24% 397
PMA DEMAND from HOUSEHOLD GROWTH*
Market Analyst p. 96 90% 21 38% 8 46% 4 100% 4
Underwriter 100% 0 57% 0 46% 0 100% 0
DEMAND from OTHER SOURCES
Market Analyst p. 97/98 941
Underwriter 0

*The Underwriter could not determine Household Growth Demand because the Market Analyst did not provide
demographic projection data.

INCLUSIVE CAPTURE RATE

Unstabilized | Unstabilized Total )
) . Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA) p
Market Analyst p. 99 76 0 0 76 945 8.04%
Underwriter 76 0 0 76 397 19.13%

Comments:

As indicated above, the Market Analyst did not use the Department's standard demand from turnover.
However, based on the Market Analyst's demographics, it appears that a turnover rate of
approximately 56% would be required in order to derive the same amount of demand from turnover as
the Market Analyst has derived from rent overburdened households and substandard housing. This high
rate of turnover may be typical for market rate family rental housing; however, affordable housing
properties targeting the elderly typically have much lower renter turnover. The Underwriter has derived
a turnover rate of 24% based upon the Owner's Annual Compliance Certification for six LIHTC family
properties in El Paso consisting of 399 total units. Of note, if comparable elderly properties were
available for comparison, these properties may have indicated an even lower rate of turnover.
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Primary Market Occupancy Rates:

"Of the comparables surveyed that served the elderly population, occupancy rates were consistently at

100% with only one facility reporting an occupancy rate of 90%. All developments, including both
market rate and low income tax credit projects, reported long waiting lists and very little turnover."

Absorption Projections:

"It would appear reasonable that the proposed apartment complex could be absorbed at a minimal

rate of 10 units per month. Therefore, the estimated absorption period for the proposed apartments is six

months."
RENT ANALYSIS (Tenant-Paid Net Rents)
. Program Underwriting Savings Over
0,
Unit Type (% AMI) Proposed Rent Maximum Market Rent Rent Market
1 BR 633 SF 50%/PHU $242 $404 $400 $100
1BR 664 SF 50%/PHU $156 $318 $400 100

Market Impact:

"Based on this analysis, the Alamito Terrace Senior Development appears to be well planned and well-
positioned to serve the needs and demands for affordable housing within the market area" (p. 100).

Comments:
The market study provides sufficient information on which to base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 3 Date of Last Applicant Revision: 6/15/2007

The Applicant’s revised rent schedule reflects that 100% of the units will be considered public housing
units (PHUs). The Applicant's rent schedule reflects rents equal to the program rent limit less utility
allowances for the townhome units and the program rent limit for the all-bills-paid mid-rise units.

Based on the Underwriter's knowledge of public housing, the Housing Authority typically agrees to an
annual operating subsidy equal to the difference between operating expenses for the units and the
amount of rent for tenants earning not more than 50% of Area Median Family Income but in no event
shall it exceed the operating subsidy paid to HA by HUD. Based on past experience with public housing
units (PHUs), the Underwriter has assumed the subsidy will be equal to the PHUs' prorated share of
expenses less the tenant contribution and that no debt can be serviced by the public housing units. The
Applicant has provided an Operating and Regulatory Agreement confirming this structure. Therefore,
the Underwriter has used arbitrary rents equal to $100 per unit and has included an operating subsidy
equal to the prorata amount of operating expenses attributed the PHUs. Because the development is
100% public housing, the property will operate at breakeven NOI.

The Applicant’s secondary income and vacancy and collection loss (3.41%) is below the current TDHCA
underwriting standard (7.5%). However, the Underwriter anticipates that the PHUs will operate at an
occupancy level of 100%. Therefore, the Underwriter has changed the underwriting vacancy and
collection loss to 0%. Despite these differences, the Applicant’s effective gross income is within 5% of the
Underwriter’s estimate.

Expense: Number of Revisions: 2 Date of Last Applicant Revision: 6/15/2007

The Applicant's total operating expense estimate of $3,903 per unit is within 5% of the Underwriter's
estimate of $3,964, derived from the TDHCA database, IREM data, and other sources. However, a
number of the Applicant’s line item estimates differ significantly from the Underwriter's, most notably:
general and administrative ($11K lower); payroll and payroll tax ($8K higher); repairs and maintenance
($22K higher); water, sewer, and trash ($17K lower); and compliance fees ($1K lower).

The Applicant anticipates a 100% property tax exemption due to the ground lease structure and
Housing Authority ownership, which is typical of transactions involving housing authorities. The
Underwriter has also assumed a 100% property tax exemption will be achieved.
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Conclusion:

The Applicant's estimates of total operating expense and net operating income are each within 5% of
the Underwriter's; therefore, the Applicant's Year One proforma can be used to determine debt service.
The property will be 100% public housing and will operate at breakeven NOI and the standard debt
coverage ratio guideline is not applicable. However, the Underwriter has evaluated the transaction as if
it were a conventional tax credit development at the maximum program rents in order to determine
whether or not the recommended tax credits would be affected by the gap in financing. This is
discussed in detail below in the "Recommended Financing Structure Section.”

Feasibility:

The proformas indicate that the projected Year One expense to income ratio is 100%. In principal, the
100% public housing development will operate at breakeven; therefore, expenses are projected to
equal income. While this is substantially higher than the Department's 65% maximum, the rule allows for
mitigation of this concern in the form of an ongoing operating subsidy. Therefore, the development can
be characterized as feasible under this criterion.

The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. However, as expenses grow
faster than the tenant paid rental income, the operating subsidy will escalate to compensate for the
expense growth. As reflected in the long term proforma, the proforma reflects breakeven operations ($0
NOI) throughout the 30 year proforma period. Due to the plan to extinguish the bonds with HOPE VI
funds, the development will have no debt service and the debt coverage ratio is not a relevant
evaluation tool.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 3.67 acres $230,400 Tax Year: 2006
Existing Buildings: $0 Valuation by: El Paso CAD
Total Assessed Value: $230,400 Tax Rate: 3.122408

Comments:
The tax assessment does not provide a value for the existing multifamily residential improvements.
However, the property is currently tax exempt and is anticipated to remain tax exempt under the
proposed ground lease and ownership structure.

EVIDENCE of PROPERTY CONTROL

Type: Ground Lease Acreage: 3.156

Contract Expiration: N/A Valid Through Board Date? Yes |:| No

Lease Cost: $100 annually Other: 99 year term

Lessor:  Housing Authority of City of El Paso Related to Development Team? |:| Yes |:| No
TITLE

Comments:

The title commitment identifies no items of concern.

This section intentionally left blank.
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CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 3 Date of Last Applicant Revision: 7/12/2007

Acquisition Value:

The Applicant has provided a ground lease for the property between the Housing Authority and the
partnership. The Housing Authority's current ownership and ongoing role in the ownership constitutes an
identity of interest relationship. Typically, an appraisal would be required to substantiate the acquisition
cost; however, the Ground Lease indicates a nominal annual payment of $100 and a term of 99 years.
Therefore, no appraisal is required. The Underwriter has used an acquisition cost of $0 and included the
$100 annual lease payment in the "other" expense line item of the proforma. It should also be noted
that the demolition of the existing structures is occurring outside of the subject transaction costs which is
assumed to be possible due to the housing authorities access to Hope VI and local funding.

Sitework Cost:

The Applicant has claimed sitework costs of $5,145 per unit, which is below the Department's threshold
of $9,000 per unit; therefore, the Applicant's sitework costs are generally acceptable.

Direct Construction Cost:

The Applicant has estimated direct construction costs of $97K per unit or $151 per net rentable square
foot (NRSF). The Underwriter has derived a direct cost estimate for the mid-rise residential building by
using Marshall and Swift's High-Rise Commercial Cost basis and an estimate for the townhome units
using Marshall and Swift Residential Townhome basis. The Underwriter incorporated the Commercial
Cost handbook estimate for the mid-rise building due to the steel construction methods being used in
the design. In addition, the Applicant plans to rehabilitate an adjacent community center and has
included costs for the rehab of a portion of the community center that will be used as leasing offices
and an assembly room for the tenants of the proposed development. The Underwriter has used the cost
estimate provided by the architect for the planned rehab, which is a relatively minor part of the total
cost ($100K).

The Underwriter's direct construction cost estimate (using the methodology described above) of $51K
per unit or $79 per NRSF is substantially below from the Applicant's estimate. Additionally, the Applicant's
total hard cost of $121K per unit or $189 per NRSF is substantially higher than the Underwriter's total hard
cost of $67K per unit or $104 per NRSF. Moreover, the Applicant's costs are substantially higher than for
the other recent product approved for the El Paso area.

The Underwriter and Director of Real Estate Analysis have met and corresponded with the Applicant on
multiple occasions to discuss the significant cost difference and other components of the transaction.
The Applicant has provided actual bids for the development. The minimum bids result in a total hard
cost of $116K per unit or $181K per NRSF (less than the Applicant's estimate), while the maximum bids
result in a total hard cost of $139K per unit or $216 per NRSF. There appears to be a $1.7M swing
between the minimum and maximum total hard costs derived from the bids.

While the Applicant's costs are slightly higher than the minimum bid-derived cost, the bids generally
support the Applicant's higher cost estimate. Still, these cost estimates are considerably higher than
reasonable costs based on the staff's experience with the El Paso market and even when accounting
for the construction type, the Underwriter's Marshall and Swift estimate remains well below the
Applicant's estimate and the minimum bids.

While the Applicant has not reduced their estimate or provided compelling documentation to explain
the extremely high costs, the Applicant has provided a new cost schedule that reflects a reduction in
the costs that have been claimed as eligible. The Underwriter's spreadsheet provides an additional
column in the cost schedule in order to reflect the hard costs that the Applicant has excluded from
eligible basis. The Applicant effectively removed $2.7M in hard costs from eligible basis in order to
reduce eligible cost to a level that is more comparable to the Underwriter's cost. Despite this removal of
costs, a significant difference remains as the Underwriter's costs are $1.3M lower than the Applicant's
lower eligible hard costs.
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Hard Costs Excluded from Basis:

As indicated above, the Applicant has removed a portion of hard costs ($2.7M) from eligible basis in
order to reflect an eligible basis that is more comparable to the Underwriter's basis. These costs are
reflected in an additional column of the development costs schedule labeled "EXCLUDED."

Conclusion:
Due to the remaining substantial cost difference, the Applicant’s total development cost is not within 5%
of the Underwriter’s estimate; therefore, the Underwriter's cost schedule is used to determine the
development’s need for permanent funds and to calculate eligible basis. An eligible basis of $7,317,221
supports annual tax credits of $346,251. This figure will be compared to the Applicant’s request to
determine the recommended allocation. As discussed below in detall, the gap in need method will not
be utilized due to the structure of the transaction.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 4 Date of Last Applicant Revision: 7/12/2007
Issuer: Alamito Public Facilities Corp

Source: Wells Fargo Bank Type: Interim Bond Financing
Tax-Exempt:  $6,250,000 Interest Rate:  4.55% Fixed Term: 36 months
Comments:

The Applicant has a reservation of $7,000,000 in tax-exempt private activity bonds from Alamito Public
Facilities Corporation, an instrumentality of HACEP. The Wells Fargo commitment indicates that a
construction loan up to $7,000,000 can be provided, although the Applicant's sources and uses
indicates that only $6,250,000 will be used.

The loan will be fully funded at commitment. The loan will be 100% collateralized by HOPE VI funds to be
held in a guaranteed investment contract (GIC).

Source: Paisano Housing Redevelopment/HACEP Type: HOPE VI Permanent Funds
Permanent: $7,736,537 Interest Rate: 0.50% Fixed Term: 660 months
Comments:

Paisano Housing Redevelopment Corporation (an instrumentality of HACEP) has provided a
commitment indicating that the HOPE VI funds will be structured as a loan with an interest rate of AFR
and a term of 55 years. The terms indicate interest only payments out of residual receipts during the
construction period and payments from available cashflow (i.e. "residual receipts") during permanent
with the entire principal and accrued interest due at the end of the 45 year term. No forgiveness
provision has been included and the commitment indicates the loan amount may be up to $8,000,000.

The Applicant provided a letter from Duvernay + Brooks, LLC to support the conclusion that the loan will
be repayable. Additionally, an analysis utilizing the TDHCA 30-year proforma with an extension to year
50 was also provided as support. The proforma assumes that the property will be converted to a market
rate development in year 31 (with rents of $1,550 per unit) and sufficient cashflow will exist to repay the
accrued interest and principal.

Generally, if the loan principal and accrued interest at any time exceeds the value of the property, the
economic basis for the funds to be considered a loan could be undermined and the funds would
considered a federal grant that require removal from eligible basis. Per the letter and analysis provided
this is unlikely to occur. However, the opinion relies upon the projected ability for the property to
generate sufficient cashflow after 30 years to repay the approximately $8.6M in projected debt. The
Underwriter can replicate the math used in the analysis but questions the reasonableness of the
assumption that the property could be converted to market at the end of 30 years. Moreover, the
assumption that achievable rents would be $1,550 per unit if converted in 30 years, without major
rehabilitation is highly speculative. There is a high potential that all of the credit would be recaptured if
in an IRS audit the auditor found that the entire Hope VI loan was in fact a grant.
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Source: MMA Financial Type: Syndication

Proceeds: $4,690,000 Syndication Rate: 97% Anticipated HTC: $ 483,492
Comments:

Subsequent to submission of the MMA Financial letter of intent, the Applicant revised the requested tax
credit amount significantly lower. As a result, the syndicator's letter is based on a tax credit amount of
$483,492, which is significantly higher than the Applicant's revised request of $407,916.

Amount: $568,800 Type: Interest Earnings on Bonds/HOPE VI

Comments:

The Applicant has included a substantial amount for permanent funds from interest earned on the
Bonds and HOPE VI funds. This source of funds has not been included in the Underwriter's recommended
financing structure due to the risk associated with the anticipation of future interest earnings.

Amount: $0 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:
The Underwriter has evaluated the transaction as a conventional tax credit development without the
substantial operating subsidy. Based on this analysis, if the property achieved the maximum tax credit
rents and did not receive an operating subsidy, the property's NOIl would be able to support only a very
limited amount of conventional market rate debt and generally, the tax credits required to fill the gap in
financing would be significantly greater than the tax credits the development would be eligible for.
Therefore, the Underwriter has not relied upon a precise gap method calculation to evaluate the
recommended tax credits. Moreover, it is the HOPE VI funds that will be resized in this analysis based on
the recommended tax credit allocation and the Underwriter's development costs.

It should, however, be noted that based on the Underwriter's costs ($7,862,331), if the committed HOPE
VI funds (up to $8M) were fully employed as grant funds, the entire development cost could be
financed with HOPE VI funds and no tax credits would be needed. Thus, it appears that the need for tax
credits is the result of the extremely high projected development costs.

Of the two possible tax credit allocations, Applicant’s revised request ($407,916) and eligible basis-
derived estimate ($346,251), the eligible basis-derived estimate of $346,251 is recommended resulting in
proceeds of $3,358,725 based on a syndication rate of 97%.

The Underwriter's total development cost ($7,862,331) less tax credit proceeds derived from the
syndicator's LOl and recommended tax credit amount ($3,358,725), indicates the need for $4,503,606 in
additional permanent funds. This amount is less than the amount of HOPE VI committed to this
development. As such, it appears that this entire gap can be filled with HOPE VI grant funds.

As the development is 100% public housing, the property will operate at breakeven NOI and no amount
of deferred developer fees or repayable debt can be supported.

Underwriter: Date: July 20, 2007
Cameron Dorsey
Director of Real Estate Analysis: Date: July 20, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Alamito Terrace, El Paso, 4% HTC #07405

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Elect/Gas WSET
TC 50%/PHU 56 1 1 633 $404 $100 $5,600 $0.16 $84.00 $44.00
TC 50%/PHU 20 1 1 664 404 100 2,000 0.15 86.00 44.00

TOTAL: 76 AVERAGE: 641 $100 $7,600 $0.16 $84.53 $44.00
INCOME Total Net Rentable Sq Ft: 48,728 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $91,200 $200,064 El Paso El Paso 13

Secondary Income Per Unit Per Month: $15.00 13,680 9,120 $10.00 Per Unit Per Month

Other Support Income: PHU Subsidy 196,355 97,887 $107.33 Per Unit Per Month
POTENTIAL GROSS INCOME $301,235 $307,071

Vacancy & Collection Loss % of Potential Gross Income: 0.00% 0 (10,458) -3.41% of Potential Gross Income

Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $301,235 $296,613
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 9.39% $372 0.58 $28,274 $17,000 $0.35 $224 5.73%

Management 5.00% 198 0.31 15,062 11,413 0.23 150 3.85%

Payroll & Payroll Tax 22.14% 878 1.37 66,708 75,000 1.54 987 25.29%

Repairs & Maintenance 12.86% 510 0.80 38,752 61,000 1.25 803 20.57%

Utilities 25.14% 996 1.55 75,720 73,300 1.50 964 24.71%

Water, Sewer, & Trash 13.32% 528 0.82 40,128 22,800 0.47 300 7.69%

Property Insurance 4.80% 190 0.30 14,451 15,200 0.31 200 5.12%

Property Tax 3.122408 0.00% 0 0.00 0 0 0.00 0 0.00%

Reserve for Replacements 6.31% 250 0.39 19,000 19,000 0.39 250 6.41%

TDHCA Compliance Fees 1.01% 40 0.06 3,040 1,900 0.04 25 0.64%

Other: Ground Lease Payment 0.03% 1 0.00 100 0 0.00 0 0.00%
TOTAL EXPENSES 100.00% $3,964 $6.18 $301,235 $296,613 $6.09 $3,903 100.00%
NET OPERATING INC 0.00% $0 $0.00 $0 $0 $0.00 $0 0.00%
DEBT SERVICE
HOPE VI First Lien Mortgage 0.00% $0 $0.00 $0 $0 $0.00 $0 0.00%
Earned Interest 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 0.00% $0 $0.00 $0 $0 $0.00 $0 0.00%
AGGREGATE DEBT COVERAGE RATIO N/A N/A
RECOMMENDED DEBT COVERAGE RATIO N/A
CONSTRUCTION COST APPLICANT

Description Factor % of TOTAL PER UNIT PER SQFT TDHCA EXCLUDED ELIGIBLE PER SQFT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 0.00% $0 $0.00 $0 $0 $0.00 $0 0.00%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 4.95% 5,123 7.99 389,312 1,716 389,312 8.02 5,145 3.19%
Direct Construction 49.07% 50,762 79.17 3,857,888 2,244,995 5,121,874 151.18 96,932 60.08%
Contingency 5.00% 2.70% 2,794 4.36 212,360 112,336 275,559 7.96 5,104 3.16%
Contractor's Fees 14.00% 7.56% 7,824 12.20 594,608 340,856 745,250 22.29 14,291 8.86%
Indirect Construction 8.12% 8,403 13.11 638,625 638,625 13.11 8,403 5.21%
Ineligible Costs 3.12% 3,225 5.03 245,110 245,110 5.03 3,225 2.00%
Developer's Fees 15.00% 12.14% 12,558 19.59 954,420 1,176,094 24.14 15,475 9.59%
Interim Financing 8.52% 8,816 13.75 670,007 670,007 13.75 8,816 5.46%
Reserves 3.82% 3,947 6.16 300,000 300,000 6.16 3,947 2.45%
TOTAL COST 100.00% $103,452 $161.35 $7,862,331 $2,699,903 $9,561,831 $251.64 $161,339 100.00%
Construction Cost Recap 64.28% $66,502 $103.72 $5,054,169 $2,699,903 $6,531,995 $189.46 $121,472 75.29%
SOURCES OF FUNDS RECOMMENDED
HOPE VI First Lien Mortgage 98.40% $101,797 $158.77 $7,736,537 $7,736,537 $4,503,606 Developer Fee Available
Earned Interest 7.23% $7,484 $11.67 568,800 568,800 0 $1,176,094
HTC Syndication Proceeds 50.32% $52,058 $81.19 3,956,394 3,956,394 3,358,725 % of Dev. Fee Deferred
Deferred Developer Fees 0.00% $0 $0.00 0 0 0 0%
Additional (Excess) Funds Req'd -55.96% ($57,887) ($90.28) (4,399,400) 3 0| 15-Yr Cumulative Cash Flow
TOTAL SOURCES $7,862,331 $12,261,734 $7,862,331 #DIV/0!
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook

Average Quality Townhome Basis

Alamito Terrace, El Paso, 4% HTC #07405

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Commercial Cost Handbook
Average Quality Apartment High-Rise Basis (11)

CATEGORY FACTOR | UNITS/SQFT PER SF AMOUNT CATEGORY FACTOR UNITS/SQFT PER SF AMOUNT
Base Cost | $59.88 $795,187 Base Cost $72.21 $2,559,700
Adjustments Adjustments
Exterior Wall Finish 0.40% $0.24 $3,181 Exterior Wall Finish 0.00% $0.00 $0
Elderly 3.00% 1.80 23,856 Elderly 3.00% 217 76,791
9-Ft. Ceilings 0.00% 0.00 0 9-Ft. Ceilings 0.50% 0.36 12,799
Roofing 0.00 0 Roofing 1.02 36,215
Subfloor (1.65) (21,912) Subfloor 0.00 0
Floor Cover 2.81 37,317 Floor Cover 2.22 78,695
Breezeways/Balconies $18.15 3,600 4.92 65,340 Breezeways/Balcon $20.33 3,752 215 76,278
Plumbing Fixtures $815 (40) (2.45) (32,600) Plumbing Fixtures $680 0 0.00 0
Rough-ins $360 0 0.00 0 Rough-ins $340 0 0.00 0
Built-In Appliances $2,200 20 3.31 44,000 Built-In Appliances $2,125 56 3.36 119,000
Exterior Stairs $1,650 0 0.00 0 Exterior Stairs $1,650 0 0.00 0
Enclosed Corridors $49.96 0 0.00 0 Enclosed Corridors $72.21 9855 20.08 711,630
Heating/Cooling 2.55 33,864 Heating/Cooling 2.35 83,303
Elevators $62,000 0 0.00 0 Elevators $62,000 0 0.00 0
Comm &/or Aux Bldgs $65.67 0 0.00 0 Comm &/or Aux Bld $72.21 3,906 7.96 282,052
Other: fire sprinkler $1.95 13,280 1.95 25,896 Other: fire sprinkler $2.03 49,209 2.82 99,894
SUBTOTAL 73.35 974,128 SUBTOTAL 116.69 4,136,357
Current Cost Multiplier 1.08 5.87 77,930 Current Cost Multiplier| 0.97 (3.50) (124,091)
Local Multiplier 0.89 (8.07) (107,154) Local Multiplier 0.89 (12.84) (454,999)
TOTAL DIRECT CONSTRUCTION COSTS $71.15 $944,904 TOTAL DIRECT CONSTRUCTION COSTS $100.35 $3,557,267
Plans, specs, survy, bld prm|  3.90% ($2.77) ($36,851) Plans, specs, survy, bl 3.90% ($3.91)[ ($138,733)
Interim Construction Interes|  3.38% (2.40) (31,891) Interim Construction In 3.38% (3.39) (120,058)
Contractor's OH & Profit 11.50% (8.18) (108,664) Contractor's OH & Pro 11.50% (11.54) (409,086)
NET DIRECT CONSTRUCTION COSTS $57.79 $767,499 NET DIRECT CONSTRUCTION COSTS $81.51 $2,889,390
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 $91,200 $93,936 $96,754 $99,657 $102,646 $118,995 $137,948 $159,920 $214,919
Secondary Income 13,680 14,090 14,513 14,949 15,397 17,849 20,692 23,988 32,238
Other Support Income: PHU St 196,355 201,930 211,087 220,643 230,615 287,351 357,459 444,006 682,309
POTENTIAL GROSS INCOME 301,235 309,956 322,354 335,248 348,658 424,196 516,099 627,914 929,466
Vacancy & Collection Loss 0 0 0 0 0 0 0 0 0
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $301,235 $309,956 $322,354 $335,248 $348,658 $424,196 $516,099 $627,914 $929,466
EXPENSES at 4.00%
General & Administrative $28,274 $29,405 $30,581 $31,805 $33,077 $40,243 $48,962 $59,569 $88,177
Management 15,062 15,498 16,118 16,762 17,433 21,210 25,805 31,396 46,473
Payroll & Payroll Tax 66,708 69,376 72,151 75,037 78,039 94,946 115,517 140,544 208,039
Repairs & Maintenance 38,752 40,302 41,914 43,590 45,334 55,156 67,105 81,644 120,852
Utilities 75,720 78,749 81,899 85,175 88,582 107,773 131,123 159,531 236,144
Water, Sewer & Trash 40,128 41,733 43,402 45,139 46,944 57,115 69,489 84,544 125,145
Insurance 14,451 15,029 15,630 16,256 16,906 20,569 25,025 30,446 45,068
Property Tax 0 0 0 0 0 0 0 0 0
Reserve for Replacements 19,000 19,760 20,550 21,372 22,227 27,043 32,902 40,030 59,254
Other 100 104 108 112 117 142 173 211 312
TOTAL EXPENSES $301,235 $309,956 $322,354 $335,248 $348,658 $424,196 $516,099 $627,914 $929,466
NET OPERATING INCOME $0 $0 $0 $0 $0 $0 $0 $0 $0
DEBT SERVICE
First Lien Financing $0 $0 $0 $0 $0 $0 $0 $0 $0
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 $0 $0 $0 $0 $0 $0 $0 $0 $0
DEBT COVERAGE RATIO #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!
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HTC ALLOCATION ANALYSIS -Alamito Terrace, El Paso, 4% HTC #07405

TCSheet Version Date 4/11/05tg

Page 1

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land |
Purchase of buildings
Off-Site Improvements
Sitework $389,312 $389,312 $389,312 $389,312
Construction Hard Costs $5,121,874 $3,857,888 $5,121,874 $3,857,888
Contractor Fees $745,250 $594,608 $745,250 $594,608
Contingencies $275,559 $212,360 $275,559 $212,360
Eligible Indirect Fees $638,625 $638,625 $638,625 $638,625
Eligible Financing Fees $670,007 $670,007 $670,007 $670,007
All Ineligible Costs $2,699,903 $245,110
Developer Fees
Developer Fees $1,176,094 $954,420 $1,176,094 | $954,420
Development Reserves $300,000 $300,000
TOTAL DEVELOPMENT COSTS $12,016,624 $7,862,331 $9,016,721 $7,317,221
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 $9,016,721 $7,317,221
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $11,721,737 $9,512,387
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $11,721,737 $9,512,387
Applicable Percentage 3.64% 3.64%
TOTAL AMOUNT OF TAX CREDITS $426,671 $346,251
Syndication Proceeds 0.9700 $4,138,824 $3,358,725
Total Tax Credits (Eligible Basis Method) $426,671 | $346,251 |
Syndication Proceeds $4,138,824 $3,358,725
Requested Tax Credits $407,916
Syndication Proceeds $3,956,893
Gap of Syndication Proceeds Needed $3,358,725
Total Tax Credits (Gap Method) $346,251

07405 Alamito Terrace 2007.xIs Print Date7/23/2007 11:04 AM



€-C| Wooz ejeq Yege’e =l
b % % i

—
% 0

% %
G29'0v : | 8ledg

(3.2'6) NW A

NL

Wwoo'sulo|ap" MMM

'SNid 200Z ®VYSN Sefly 193l "'swioda 900¢ ©
*9su2|| 0} }08lqns esn ejeq

3

a8

19pi0g DANAISN

‘B0R08] OUWEY-SOFL0

3B OUWEN-FrrZ L0

sapiw asenbs g
Bady jayey AEwlid

L._r_4_..

b.._._ﬁﬁ& _

aoelia| ojwey N

Z

sShid L00Z @VSN Sepy 193is

JWHOTIA &,




HOME DIVISION
BOARD ACTION REQUEST

July 30, 2007

Action ltem
Presentation, Discussion and Possible Approval of a Notice of Funding Availability (NOFA) for
approximately $10,000,000 utilizing unawarded and deobligated HOME funds for the HOME Rental Housing
Development (RHD) Program.

Required Action

Approve, Deny or Approve the use of HOME deobligated funds in accordance with 10 TAC Chapter 1,
Subchapter 1.19 (e)(2)(C), and approval of the finalized NOFA for publication in the Texas Register.

Background

Staff proposes the release of approximately $10,000,000 in federal funding from the Department’ s remaining
2007 Rental Housing Development and Rental Housing Preservation set-asides totaling approximately $2.1M
and deobligated HOME Investment Partnerships Program (HOME) funds totaling $14.5M. Approximately
$4.3M is remaining from the HOME SF awards which staff will present as an option in August for
programming for disaster relief. Additionally, approximately $4M in non-CHDO deobligated funds will still
be available to program and reserve for disaster relief. Funds will be made available for the acquisition, new
construction, rehabilitation, or acquisition and rehabilitation of affordable rental housing for low-income
Texans. These funds are made available through unawarded and deobligated HOME funds that the
Department has distributed through the Regional Allocation Formula and have remained unutilized or have
been returned by the original applicant and are therefore not subject to the Regiona Allocation Formula
(RAF). Approximately $2.1 million of the 2007 Program Year Rental Housing Development and Rental
Housing Preservation set-asides was not awarded in the recent competitive application cycle The availability
and use of these funds are subject to the State HOME Rules (10 TAC Chapter 53) and the Federd HOME
regulations governing the HOME Program (24 CFR Part 92).

The Board will soon be taking action on the State HOME Rules with final rules to be approved in November

2007. To the degree the approved rules would require changes to the NOFA, the NOFA will be revised and
reposted in December 2007, but alow the ongoing submission of applications.

Recommendation

Staff recommends approval of the Notice of Funding Availability for the HOME Rental Housing Development
Program. Staff also recommends approval to utilize HOME deobligated funds for this activity.
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Texas Department of Housing and Community Affairs

HOME Investment Partner ships Program

Rental Housing Development Program
Notice of Funding Availability (NOFA)

1) Summary

a)

The Texas Department of Housing and Community Affairs (“the Department”)
announces the availability of approximately $10,000,000 in funding from the HOME
Investment Partnerships Program for the development of affordable rental housing for
low-income Texans. The availability and use of these funds is subject to the State HOME
Rules at Title 10 Texas Administrative Code (10 TAC) Chapter 53 (“HOME Rules’) in
effect at the time application is submitted, the Federal HOME regulations governing the
HOME program (24 CFR Part 92), and Chapter 2306, Texas Government Code. Other
Federal regulations may also apply such as, but not limited to, 24 CFR parts 50 and 58
for environmental requirements, Davis-Bacon Act for labor standards, 24 CFR 85.36 and
84.42 for conflict of interest and 24 CFR part 5, subpart A for fair housing. Applicants
are encouraged to familiarize themselves with all of the applicable state and federal rules
that govern the program.

2) Allocation of HOME Funds

a)

b)

These funds are made available through unawarded and deobligated HOME funds that
are set-aside for rental housing development proposals which involve new construction,
rehabilitation, acquisition and rehabilitation of affordable rental housing development
activities. All funds released under this NOFA are to be used for the creation of
affordable rental housing for low-income Texans earning 80 percent or less of the Area
Median Family Income (AMFI).

Rental development funds will not be eligible for use in a Participating Jurisdiction (PJ).
In accordance with 10 TAC 853.58, this NOFA will be an Open Application Cycle and

funding will be available on a first-come, first-served Statewide basis. Applications will
be accepted until 5:00 p.m. June 2, 2008 unless al funds are committed prior to this date.
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4)
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Applicants are encouraged to review the application process cited above and described
herein. Applications that do not meet minimum threshold and financial feasibility will
not be considered for funding.

The Department awards HOME funds, typically as a loan, to eligible recipients for the
provision of housing for low, very low and extremely low-income individuals and
families, pursuant to 10 TAC 853.54(2). Award amounts are limited to no more than $3
million per development. The minimum HOME award may not be less than $1,000 per
HOME assisted unit. The maximum award may not exceed 90% of the tota
development costs. The remaining 10% of total development cost must be in the form of
loans or grants from private or public entities. The per-unit subsidy may not exceed the
per-unit dollar limits established by the United States Department of Housing and Urban
Development (HUD) under §221(d)(3) of the National Housing Act which are applicable
to the area in which the development is located, and as published by HUD. The
Department’s underwriting guidelines in 10 TAC § 1.32 will be used which set as a
minimum feasibility a 1.15 debt coverage ratio. Where the anticipated debt coverage
ratio in the year after completion exceeds 1.35, a loan or partial loan will be
recommended.

Developments involving rehabilitation must establish that the rehabilitation will
substantially improve the condition of the housing and will involve at least $12,000 per
unit in direct hard costs, unless the property is also being financed by the United States
Department of Agriculture’s Rural Development program. When HOME funds are used
for a rehabilitation development the entire unit must be brought up to the applicable
property standards, pursuant to 24 CFR §92.251(a)(1).

Eligibleand Ineligible Activities

a)

b)

d)

Eligible activities will include those permissible under the federal HOME Rule at 24 CFR
892.205, the State HOME Rules at 10 TAC 853.53(g), which involve only the
acquisition, rehabilitation and construction of affordable rental developments.

Prohibited activities include those under federa HOME rules at 24 CFR 92.214 and 10
TAC 853.56.

Rental development fundswill not be eligible for use in a Participating Jurisdiction (PJ).
Refinancing of federally financed properties or use of HOME funds for properties

constructed within five years of the submission of an Application for assistance will not
be permissible.

Eligible and Ineligible Applicants

a)

The Department provides HOME funding to qualified nonprofit organizations, for-profit
entities, sole proprietors, public housing authorities and units of general local
government.
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Applicants may be ineligible for funding if they meet any of the criteria listed in
8§53.53(b) of the Department's HOME rule, clarification for 853.53(b)(6) creates
ineligibility with any requirements under 10 TAC 49.5(a) of this title excluding
subsections (5) thru (8). Applicants are encouraged to familiarize themselves with the
Department’ s certification and debarment policies prior to application submission.

5) Matching Funds

a)

Applicants will be required to submit documentation on al financial resources to be used
in the development that may be considered match to the Department’s federal HOME
requirements. Applicants must provide firm commitments as defined in accordance with
the Federal HOME rules at 24 CFR §92.218 and the Department’s Match Guide and will
be provided with the appropriate forms and instructions on how to report eligible match.

6) Affordability Requirements

a)

b)

Applicants should be aware that there are minimum affordability standards necessary for
HOME assisted rental developments. Initial occupancy income restrictions require that at
least 90% of the units are affordable to persons below 60% AMFI and that 20% of the
units are affordable to person below 50% AMFI. Over the remaining affordability period
at least 20% of HOME assisted units should be affordable to persons earning 50% or less
than the AMFI, all remaining units must be affordable to persons earning 80% or less
than the AMFI.

Each development will have atwo-tier affordability term.

i) The first tier will entail the federally required affordability term. For new
construction or acquisition of new housing, thisterm is 20 years. For rehabilitation or
acquisition of existing housing, the term is 5 years if the HOME investment is less
than $15,000 per unit; 10 years if the HOME investment is $15,000 to $40,000 per
unit; and 15 yearsif the HOME investment is greater than $40,000 per unit. Thisfirst
tier is subject to al federal laws and regulations regarding HOME requirements,
recapture, net proceeds and affordability.

i) The second tier of affordability is the additional number of years required to bring
the total term of affordability up to 30 years or the term of the loan agreement. For
example, the second tier of affordability on a 10-year federal affordability termis 20
additional years. The second tier, or remaining term, is subject only to state
regulations and affordability requirements.

Properties will be restricted under a Land Use Restriction Agreement (“LURA”), or other
such instrument as determined by the Department for these terms. Among other
restrictions, the LURA may require the owner of the property to continue to accept
subsidies which may be offered by the federal government, prohibit the owner from
exercising an option to prepay a federally insured loan, impose tenant income-based
occupancy and rental restrictions, or impose any of these and other restrictions as deemed
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necessary at the sole discretion of the Department in order to preserve the property as
affordable housing on a case-by-case basis.

7) Siteand Development Restrictions

a)

b)

d)

Pursuant to 24 CFR 892.251, housing that is constructed or rehabilitated with HOME
funds must meet all applicable local codes, rehabilitation standards, ordinances, and
zoning ordinances at the time of project completion. In the absence of a local code for
new construction or rehabilitation, HOME-assisted new construction or rehabilitation
must meet, as applicable, one of three model codes: Uniform Building Code (ICBO),
National Building Code (BOCA), Standard (Southern) Building Code (SBCCI); or the
Council of American Building Officials (CABO) one or two family code; or the
Minimum Property Standards (MPS) in 24 CFR 200.925 or 200.926d. To avoid
duplicative inspections when Federal Housing Administration (FHA) financing is
involved in a HOME-assisted property, a participating jurisdiction may rely on a
Minimum Property Standards (MPS) inspection performed by a qualified person. Newly
constructed housing must meet the current edition of the Model Energy Code published
by the Council of American Building Officials.

All other HOME-assisted housing (e.g., acquisition) must meet all applicable State and
local housing quality standards and code requirements and if there are no such standards
or code requirements, the housing must meet the housing quality standards in 24 CFR
982.401. When HOME funds are used for a rehabilitation development the entire unit
must be brought up to the applicable property standards, pursuant to 24 CFR
§92.251(a)(1).

Housing must meet the accessibility requirements at 24 CFR part 8, which implements
Section 504 of the Rehabilitation Act of 1973 (29 U.S.C. 794) and covered multifamily
dwellings, as defined at 24 CFR 100.201, must also meet the design and construction
requirements at 24 CFR 100.205, which implement the Fair Housing Act (42 U.S.C.
3601-3619). Additionally, pursuant to the 2007 Qualified Allocation Plan (QAP),
849.9(h)(4)(G), Developments involving New Construction (excluding New Construction
of nonresidential buildings) where some Units are two-stories and are normally exempt
from Fair Housing accessibility requirements, a minimum of 20% of each Unit type (i.e.
one bedroom, two bedroom, three bedroom) must provide an accessible entry level and
all common-use facilities in compliance with the Fair Housing Guidelines, and include a
minimum of one bedroom and one bathroom or powder room at the entry level. A
certification will be required after the Development is completed from an inspector,
architect, or accessibility specialist. Any Developments designed as single family
structures must also satisfy the requirements of 82306.514, Texas Government Code.

All of the 2007 Qualified Allocation Plan and Rules 10 TAC 849.6, excluding
subsections (d), (f), (g) and (h) apply.

Developments involving new construction will be limited to 252 Units. These maximum

Unit limitations also apply to those Developments which involve a combination of
rehabilitation and new construction. Developments that consist solely of
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acquisition/rehabilitation or rehabilitation only may exceed the maximum Unit
restrictions. The minimum number of units shall be 4 units, pursuant to 10 TAC
§53.53(f).

8) Threshold Criteria

a)

b)

d)

Housing units subsidized by HOME funds must be affordable to low, very-low or
extremely low-income persons. Mixed Income rental developments may only receive
funds for units that meet the HOME program affordability standards. All applications
intended to serve persons with disabilities must adhere to the Department’s Integrated
Housing Rule at 10 TAC 81.15.

For funds being used for Rental Housing Developments, the Recipient must establish a
reserve account consistent with §2306.186, Texas Government Code, and as further
described in 10 TAC 81.37 of thistitle, pursuant to 10 TAC 53.53(i).

All applications will be required to meet Section 8 Housing Quality Standards detailed
under 24 CFR 8982.401, Texas Minimum Construction Standards, as well as the Fair
Housing Accessibility Standards and Section 504 of the Rehabilitation Act of 1973.
Developments must also meet all local building codes or standards that may apply. If the
development is located within a jurisdiction that does not have building codes,
developments must meet the most current International Building Code.

Pursuant to 10 TAC 853.53(j), Applicants for Rental Development activities will be
required to provide written notification to each of the following persons or entities 14
days prior to the submission of any application package. Failure to provide written
notifications 14 days prior to the submission of an application package at a minimum will
cause an application to be terminated under competitive application cycles. Applicants
must provide notifications to:

i) the executive officer and elected members of the governing board of the community
where the development will be located. This includes municipal governing boards,
city councils, and County governing boards,

i) al neighborhood organizations whose defined boundaries include the location of the
Development;

iii) executive officer and Board President of the school district that covers the location of
the Development;

iv) residents of occupied housing units that may be rehabilitated, reconstructed or
demolished; and

v) the State Representative and State Senator whose district covers the location of the
Development.
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vi) the notification letter must include, but not be limited to, the address of the
development site, the number of units to be built or rehabilitated, the proposed rent
and income levels to be served, and all other details required of the NOFA and
Application Manual.

€) The following Threshold Criteria listed in this subsection are mandatory requirements at
the time of Application submission unless specifically indicated otherwise:

i) An applicant shall provide certification that no person or entity that would benefit
from the award of HOME funds has provided a source of match or has satisfied the
Applicant’s cash reserve obligation or made promises in connection therewith,
pursuant to 10 TAC 853.53(K).

i) All contractors, consulting firms, and Administrators must sign and submit an
affidavit with each draw to attest that each request for payment of HOME fundsis for
the actual cost of providing a service and that the service does not violate any conflict
of interest provisions, pursuant to 853.53(1).

iii) To encourage the inclusion of families and individuals with the highest need for
affordable housing, applicants must target a minimum of 5% of the total units for
individuals or families earning 30% or less of area medium income for the
development site.

iv) To encourage the involvement of other public agencies and private entities in
affordable housing, applicants must provide a minimum of 10% of the tota
development cost from other public agencies and/or private entities.

v) To encourage reasonable and cost effective building strategies, applicants must limit
development cost per square foot to $70.00 for new construction and $38.00 for
rehabilitation. Please note, use norma rounding when performing this calculation.
($69.50 and higher would be rounded up to $70.00, $69.49 and lower would be
rounded down to $69.00).

vi) All of the 2007 Qualified Allocation Plan and Rules at 10 TAC 849.9(h), excluding
subsections (4)(1), (11), (12) and (15).

vii) An applicant is not eligible to apply for funds or any other assistance from the
Department unless audits are current at the time of application or the Audit
Certification Form has been submitted to the Department in a satisfactory format on
or before the application deadline for funds or other assistance per 10 TAC 81.3(b).

9) Review Process

a) Pursuant to 10 TAC 853.58, each application will be handled on a first-come, first-served
basis as further described in this section. Each application will be assigned a "received
date" based on the date and time it is physically received by the Department. Then each
application will be reviewed on its own merits in three review phases, as applicable.
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Applications will continue to be prioritized for funding based on their "received date"
unless they do not proceed into the next phase(s) of review. Applications proceeding in a
timely fashion through a phase will take priority over applications that may have an
earlier "received date" but that did not timely complete a phase of review. Applications
will be reviewed for Applicant and Activity Eligibility, Threshold Criteria, and Financial
Feasibility as described in this NOFA.

Pursuant to the QAP 49.5(a)(9) if a submitted Application has an entire Volume of the
application missing; has excessive omissions of documentation from the Threshold
Criteria or Uniform Application documentation; or is so unclear, disointed or incomplete
that a thorough review cannot reasonably be performed by the Department, as determined
by the Department. If an application is determined ineligible pursuant to this section, the
Application will be terminated without being processed as an Administrative Deficiency.

Phase One will begin as of the received date. Applications not being considered under the
CHDO Set-Aside will be passed through to Phase Two upon receipt. Phase One will only
entail the review of the CHDO Certification package. The Department will ensure review
of these materials and issue notice of any deficiencies on the CHDO Certification
package within 30 days of the received date. Applicants who are able to resolve their
deficiencies within seven business days will be forwarded into Phase Two and will
continue to be prioritized by their received date. Applications with deficiencies not cured
within seven business days, will be retained in Phase One until all deficiencies have been
addressed/resolved by the Applicant to the Department’s satisfaction. Only upon
satisfaction of all deficiencies will the Application be forwarded to Phase Two.
Applications that have not proceeded out of Phase One within 50 days of the received
date will be terminated and must reapply for consideration of funds.

Phase Two will include a review of al application requirements. The Department will
ensure review of materials required under the NOFA, and application guidelines and will
issue notice of any deficiencies as to threshold and eligibility within 45 days of the date it
enters Phase Two. Applicants who are able to resolve their deficiencies within seven
business days will be forwarded into Phase Three and will continue to be prioritized by
their received date. Applications with deficiencies not cured within seven business days,
will be retained in Phase Two until all deficiencies have been addressed/resolved by the
Applicant to the Department’ s satisfaction. Only upon satisfaction of all deficiencies, and
of threshold and dligibility requirements will the Application be forwarded to Phase
Three. An Application that has not proceeded out of Phase Two within 65 days of the
date it entered Phase Two will be terminated and must reapply for consideration of funds.
Application submitted for non-development Activities will not go through a Phase Three
evaluation.

Phase Three will include a comprehensive review for material nhoncompliance and
financial feasibility by the Department. Financial feasibility reviews will be conducted by
the Real Estate Analysis (REA) Division consistent with 81.32 of this title. REA will
create an underwriting report identifying staff’s recommended loan terms, the loan or
grant amount and any conditions to be placed on the development. The Department will
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ensure financia feasibility review and issue notice of any required deficiencies for that
feasibility review within 45 days of the date it enters Phase Three. Applicants who are
able to resolve their deficiencies within seven business days will be forwarded into
"Recommended Status' and will continue to be prioritized by their received date.
Applications with deficiencies not satisfied within seven business days, will be retained
in Phase Three until al deficiencies have been addressed/resolved by the Applicant to the
Department’s satisfaction. Only upon resolution of al deficiencies will the Application
be forwarded to the Department’s Executive Awards Review and Advisory Committee
for recommendation to the Board. Any application that has not finished Phase Three
within 65 days of the date it entered Phase Three will be terminated and must reapply for
consideration of funds.

Upon completion of the applicable final review Phase, applications will be presented to
the Executive Awards Review and Advisory Committee (the Committee). If satisfactory,
the Committee will then recommend the award of funds to the Board, as long as HOME
funds are still available for this Activity under the applicable NOFA. If the Application is
recommended at least 14 days prior to the next Board meeting, it will be placed on the
next Board meeting’s agenda. If the Application is recommended with less than 14 days
before the next Board meeting, the recommendation will be placed on the subsequent
month’s Board meeting agenda. Applications which are not recommended by the
committee will be either returned to Department Staff or terminated.

Because applications are processed in the order they are received by the Department, it is
possible that the Department will expend all available HOME funds before an application
has completed all phases of its review. In the case that all HOME funds are committed
before an application has completed all phases of the review process, the Department will
notify the applicant that their application will remain active for 90 days in its current
phase. If new HOME funds become available, applications will continue onward with
their review without losing their received date priority. If HOME funds do not become
available within 90 days of the notification, the Applicant will be notified that their
application is no longer under consideration. The applicant must reapply to be considered
for future funding. If on the date an application is received by the Department, no funds
are available under this NOFA, the applicant will be notified that no funds exist under the
NOFA and the application will not be processed.

Pursuant to 10 TAC 853.59(3), a site visit will be conducted as part of the HOME
Program development feasibility review. Applicants must receive recommendation for
approval from the Department to be considered for HOME funding by the Board.

The Department may decline to consider any Application if the proposed activities do
not, in the Department’ s sole determination, represent a prudent use of the Department’s
funds. The Department is not obligated to proceed with any action pertaining to any
Applications which are received, and may decide it is in the Department’ s best interest to
refrain from pursuing any selection process. The Department strives, through its loan
terms, to securitize its funding while ensuring the financial feasibility of a Development.
The Department reserves the right to negotiate individual elements of any Application.
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In accordance with §2306.082 Texas Government Code and 10 TAC 853.58(d), it is the
Department's policy to encourage the use of appropriate alternative dispute resolution
procedures ("ADR") under the Governmental Dispute Resolution Act, Chapter 2009,
Texas Government Code, to assist in resolving disputes under the Department's
jurisdiction. As described in Chapter 154, Civil Practices and Remedies Code, ADR
procedures include mediation. Except as prohibited by the Department's ex parte
communications policy, the Department encourages informa communications between
Department staff and Applicants, and other interested persons, to exchange information
and informally resolve disputes. The Department also has administrative appeals
processes to fairly and expeditiously resolve disputes. If at anytime an Applicant or other
person would like to engage the Department in an ADR procedure, the person may send a
proposal to the Department's Dispute Resolution Coordinator. For additional information
on the Department's ADR Policy, see the Department's General Administrative Rule on
ADR at 10 Texas Administrative Code §1.17.

An Applicant may appeal decisions made by staff in accordance with 10 TAC 81.7.

10) Application Submission

a)

b)

d)

All applications submitted under this NOFA must be received on or before 5:00 p.m. on
June 2, 2008. The Department will accept applications from 8 am. to 5 p.m. each
business day, excluding federal and state holidays from the date this NOFA is published
on the Department’s web site until the deadline. For questions regarding this NOFA
please contact Barbara Skinner a 512-475-1643 or via emal a
barbara.skinner@tdhca.state.tx.us or Skip Beaird at 512-475-0908 or via e-mail at
skip.beard@tdhcastate.tx.us.

All applications must be submitted, and provide al documentation, as described in this
NOFA and associated application materials

Applicants must submit one complete printed copy of al Application materials and one
complete scanned copy of the Application materials as detailed in the 2007 Final ASPM.
All scanned copies must be scanned in accordance with the guidance provided in the
2007 Final ASPM.

The application consists of three parts: bound items, unbound items and electronic
submission. A complete application for each proposed development must be submitted.
Incomplete applications or improperly bound applications will not be accepted. The
bound volumes of the application must be bound using red pressboard binders. Each
volume must be submitted in a separate red pressboard binder. If the required
documentation for a volume exceeds the capacity of one binder, a second binder may be
used to subdivide the volume. Applicants must submit one complete printed copy of all
application materials and one complete scanned copy stored on compact disc of the
application materials as detailed in the 2007 Final ASPM. All scanned copies must be
scanned in accordance with the guidance provided in the 2007 Final ASPM.
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€) Third party reports — If third party reports are not received at the time of application
submission, the Application will be terminated.

f) All Application materials including manuas, NOFA, program guidelines, and all
applicable HOME rules, will be avalable on the Department's website at
www.tdhca.state.tx.us. Applications will be required to adhere to the HOME Rule and
threshold requirements in effect at the time of the Application submission. Applications
must be on forms provided by the Department, and cannot be altered or modified and
must be in final form before submitting them to the Department.

g) Applicants are required to remit a non-refundable Application fee payable to the Texas
Department of Housing and Community Affairs in the amount of $500.00 per
Application. Payment must be in the form of a check, cashier’s check or money order. Do
not send cash. §2306.147(b) of the Texas Government Code requires the Department to
waive Application fees for nonprofit organizations that offer expanded services such as
child care, nutrition programs, job training assistance, health services, or human services.
These organizations must include proof of their exempt status and a description of their
supportive servicesin lieu of the Application fee. The Application fee is not an allowable
or reimbursable cost under the HOME Program.

h) Applications must be sent via overnight delivery to:

HOME Division
Texas Department of Housing and Community Affairs
Attn: Barbara Skinner
221 East 11th Street
Austin, TX 78701-2410

or viathe U.S. Postal Serviceto:

HOME Division
Texas Department of Housing and Community Affairs
Attn: Barbara Skinner
Post Office Box 13941
Austin, TX 78711-3941

NOTE: This NOFA does not include the text of the various applicable regulatory provisions that
may be important to the particular HOME CHDO Rental Housing Development Program. For
proper completion of the application, the Department strongly encourages potential applicants
to review all applicable Sate and Federal regulations.
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HOME DIVISION
BOARD ACTION REQUEST

July 30, 2007

Action ltem
Presentation, Discussion and Possible Approval of a Notice of Funding Availability (NOFA) for
approximately $6,000,000 utilizing unawarded and deobligated HOME CHDO funds for the HOME
Community Housing Development Organization (CHDO) Rental Housing Development Program.

Required Action

Approve, Deny or Approve the use of HOME CHDO deobligated funds in accordance with 10 TAC Chapter
1, Subchapter 1.19 (€)(2)(C), and approval of the finalized NOFA for publication in the Texas Register.

Background

In order to meet the Department’s federa CHDO set-aside requirement, staff proposes the release of
approximately $6,000,000 in federal funding from the Department’s remaining 2007 CHDO set-aside and
deobligated HOME Investment Partnerships Program (HOME) funds. Funds will be made available to
CHDO’s for the acquisition, new construction, rehabilitation, or acquisition and rehabilitation of affordable
rental housing for low-income Texans. These funds are made available through unawarded and deobligated
HOME CHDO funds that the Department has distributed through the Regional Allocation Formula and have
remained unutilized or have been returned by the origina applicant and are therefore not subject to the
Regional Allocation Formula (RAF). Approximately $4.6 million of the 2007 Program Y ear CHDO set-aside
was not awarded in the recent competitive CHDO application cycle. Additionally, nearly $1.4 million is
currently available in deobligated CHDO funds and must be reserved to be awarded to CHDO'’s to meet the
federal set-aside requirement. The availability and use of these funds are subject to the State HOME Rules (10
TAC Chapter 53) and the Federal HOME regulations governing the HOME Program (24 CFR Part 92).

The Board will soon be taking action on the State HOME Rules with final rules to be approved in November
2007. To the degree the approved rules would require changes to the NOFA, the NOFA will be revised and
reposted in December 2007, but allow the ongoing submission of applications.

Recommendation

Staff recommends approval of the Draft Notice of Funding Availability for the HOME Community Housing
Development Organization (CHDO) Rental Housing Development Program with permission to revise the total
amount of deobligated CHDO funds available before publication in the Texas Register and to the
Department’s website. Staff also recommends approval to utilize HOME CHDO deobligated funds for this
activity.
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Texas Department of Housing and Community Affairs
HOME Investment Partner ships Program

Community Housing Development Organization (CHDO)
Rental Housing Development Program
Notice of Funding Availability (NOFA)

1) Summary

a) The Texas Department of Housing and Community Affairs (“the Department”)
announces the availability of approximately $6,000,000 in funding from the HOME
Investment Partnerships Program for Community Housing Development Organizations
(CHDO) to develop affordable rental housing for low-income Texans. The availability
and use of these funds is subject to the State HOME Rules a Title 10 Texas
Administrative Code (10 TAC) Chapter 53 (“HOME Rules’) in effect at the time the
application is submitted, the Federa HOME regulations governing the HOME program
(24 CFR Part 92), and Chapter 2306, Texas Government Code. Other Federal regulations
may also apply such as, but not limited to, 24 CFR parts 50 and 58 for environmental
requirements, Davis-Bacon Act for labor standards, 24 CFR 85.36 and 84.42 for conflict
of interest and 24 CFR part 5, subpart A for fair housing. Applicants are encouraged to
familiarize themselves with all of the applicable state and federal rules that govern the
program.

2) Allocation of HOME Funds

a) These funds are made available through unawarded and deobligated HOME funds that
are set-aside for eigible CHDO rental housing development proposals which involve
new construction, rehabilitation, acquisition and rehabilitation of affordable rental
housing development activities. All funds released under this NOFA are to be used for
the creation of affordable rental housing for low-income Texans earning 80 percent or
less of the Area Median Family Income (AMFI).

b) Rental development funds will not be eligible for use in a Participating Jurisdiction (PJ).
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¢) In accordance with 10 TAC 853.58, this NOFA will be an Open Application Cycle and
funding will be available on a first-come, first-served Statewide basis. Applications will
be accepted until 5:00 p.m. June 2, 2008 unless al funds are committed prior to this date.
Applicants are encouraged to review the application process cited above and described
herein. Applications that do not meet minimum threshold and financial feasibility will
not be considered for funding.

d) The Department awards HOME funds, typically as a loan, to eligible recipients for the
provision of housing for low, very low and extremely low-income individuals and
families, pursuant to 10 TAC 853.54(2). Award amounts are limited to no more than $3
million per development. The minimum HOME award may not be less than $1,000 per
HOME assisted unit. The maximum award may not exceed 90% of the total
development costs. The remaining 10% of total development cost must be in the form of
loans or grants from private or public entities. The per-unit subsidy may not exceed the
per-unit dollar limits established by the United States Department of Housing and Urban
Development (HUD) under 8221(d)(3) of the National Housing Act which are applicable
to the area in which the development is located, and as published by HUD. The
Department’s underwriting guidelines in 10 TAC 8§ 1.32 will be used which set as a
minimum feasibility a 1.15 debt coverage ratio. Where the anticipated debt coverage
ratio in the year after completion exceeds 1.35, a loan or partial loan will be
recommended.

€) Each CHDO that is awarded Rental Development funds may also be eligible to receive a
grant for CHDO Operating Expenses. Applicants will be required to submit
organizational operating budgets, audits and other financial and non-financial materials
detailled in the HOME application. The award amount for CHDO Operating Expenses
shall not exceed $50,000. Awards for operating expenses will be drawn over a two-year
period of time. The Department reserves the right to limit an Applicant to receive not
more than one award of CHDO Operating Expenses during the same fiscal year and to
further limit the award of CHDO Operating Expenses.

f) Developments involving rehabilitation must establish that the rehabilitation will
substantially improve the condition of the housing and will involve at least $12,000 per
unit in direct hard costs, unless the property is also being financed by the United States
Department of Agriculture’s Rural Development program. When HOME funds are used
for a rehabilitation development the entire unit must be brought up to the applicable
property standards, pursuant to 24 CFR §92.251(a)(1).

3) Eligibleand Ineligible Activities

a) Eligible activities will include those permissible under the federal HOME Rule at 24 CFR
892.205, the State HOME Rules at 10 TAC 8853.53(g), which involve only the
acquisition, rehabilitation and construction of affordable rental developments.

b) Prohibited activities include those under federal HOME rules at 24 CFR 92.214 and 10
TAC 853.56.
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Rental development funds will not be eligible for use in a Participating Jurisdiction (PJ).

Refinancing of federally financed properties or use of HOME funds for properties
constructed within five years of the submission of an Application for assistance will not
be permissible.

Eligible and Ineligible Applicants

a)

b)

The Department provides HOME CHDO funding to qualified nonprofit organizations
eligible for CHDO certification. CHDO Certification will be awarded in accordance with
the rules and procedures as set forth in the HOME rules at 10 TAC 8§853.63, Community
Housing Development Organization (CHDO) Certification. A separate application
process is required for CHDO Certification. Review and approval of the CHDO
Certification occurs during the threshold review process, however Applicants will not
receive a formal certification until the award of the HOME funds has been approved by
the Department’s Board. The CHDO Application package will be available with all other
application materials on the Department’s website. A new Application for CHDO
certification must be submitted to the Department with each new Application for HOME
Development funds under the CHDO set aside.

CHDO Applicants must be the Sponsor, Owner or Developer of the proposed
Development. Applicants who apply through a Limited Partnership will be required to
provide evidence, at the time of CHDO certification and commitment, that the CHDO
Applicant is the Managing General Partner of the partnership and has effective control
(decision making authority) over the development and management of the property,
pursuant to 24 CFR §92.300.

Applicants may be ineligible for funding if they meet any of the criteria listed in
853.53(b) of the Department's HOME rule, clarification for 853.53(b)(6) creates
ineligibility with any requirements under 10 TAC 49.5(a) of this title excluding
subsections (5) thru (8). Applicants are encouraged to familiarize themselves with the
Department’ s certification and debarment policies prior to application submission.

Matching Funds

a)

Applicants will be required to submit documentation on all financial resources to be used
in the development that may be considered match to the Department’s federal HOME
requirements. Applicants must provide firm commitments as defined in accordance with
the Federal HOME rules at 24 CFR 892.218 and the Department’ s Match Guide and will
be provided with the appropriate forms and instructions on how to report eligible match.

6) Affordability Requirements

a)

Applicants should be aware that there are minimum affordability standards necessary for
HOME assisted rental developments. Initial occupancy income restrictions require that at
least 90% of the units are affordable to persons below 60% AMFI and that 20% of the
units are affordable to person below 50% AMFI. Over the remaining affordability period
at least 20% of HOME assisted units should be affordable to persons earning 50% or less
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than the AMFI, all remaining units must be affordable to persons earning 80% or less
than the AMFI.

b) Each development will have atwo-tier affordability term.

i) The first tier will entail the federally required affordability term. For new
construction or acquisition of new housing, thisterm is 20 years. For rehabilitation or
acquisition of existing housing, the term is 5 years if the HOME investment is less
than $15,000 per unit; 10 years if the HOME investment is $15,000 to $40,000 per
unit; and 15 yearsif the HOME investment is greater than $40,000 per unit. Thisfirst
tier is subject to al federal laws and regulations regarding HOME requirements,
recapture, net proceeds and affordability.

i) The second tier of affordability is the additional number of years required to bring
the total term of affordability up to 30 years or the term of the loan agreement. For
example, the second tier of affordability on a 10-year federal affordability term is 20
additional years. The second tier, or remaining term, is subject only to state
regulations and affordability requirements.

c) Propertieswill be restricted under a Land Use Restriction Agreement (“LURA™), or other
such instrument as determined by the Department for these terms. Among other
restrictions, the LURA may require the owner of the property to continue to accept
subsidies which may be offered by the federal government, prohibit the owner from
exercising an option to prepay a federally insured loan, impose tenant income-based
occupancy and rental restrictions, or impose any of these and other restrictions as deemed
necessary at the sole discretion of the Department in order to preserve the property as
affordable housing on a case-by-case basis.

7) Siteand Development Restrictions

a) Pursuant to 24 CFR 892.251, housing that is constructed or rehabilitated with HOME
funds must meet all applicable local codes, rehabilitation standards, ordinances, and
zoning ordinances at the time of project completion. In the absence of alocal code for
new construction or rehabilitation, HOME-assisted new construction or rehabilitation
must meet, as applicable, one of three model codes. Uniform Building Code (ICBO),
National Building Code (BOCA), Standard (Southern) Building Code (SBCCI); or the
Council of American Building Officids (CABO) one or two family code; or the
Minimum Property Standards (MPS) in 24 CFR 200.925 or 200.926d. To avoid
duplicative inspections when Federal Housing Administration (FHA) financing is
involved in a HOME-assisted property, a participating jurisdiction may rely on a
Minimum Property Standards (MPS) inspection performed by a qualified person. Newly
constructed housing must meet the current edition of the Model Energy Code published
by the Council of American Building Officials.

b) All other HOME-assisted housing (e.g., acquisition) must meet all applicable State and

local housing quality standards and code requirements and if there are no such standards
or code requirements, the housing must meet the housing quality standards in 24 CFR
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982.401. When HOME funds are used for a rehabilitation development the entire unit
must be brought up to the applicable property standards, pursuant to 24 CFR
§92.251(a)(1).

Housing must meet the accessibility requirements at 24 CFR part 8, which implements
Section 504 of the Rehabilitation Act of 1973 (29 U.S.C. 794) and covered multifamily
dwellings, as defined at 24 CFR 100.201, must also meet the design and construction
requirements at 24 CFR 100.205, which implement the Fair Housing Act (42 U.S.C.
3601-3619). Additionally, pursuant to the 2007 Qualified Allocation Plan (QAP),
849.9(h)(4)(G), Developments involving New Construction (excluding New Construction
of nonresidential buildings) where some Units are two-stories and are normally exempt
from Fair Housing accessibility requirements, a minimum of 20% of each Unit type (i.e.
one bedroom, two bedroom, three bedroom) must provide an accessible entry level and
all common-use facilities in compliance with the Fair Housing Guidelines, and include a
minimum of one bedroom and one bathroom or powder room at the entry level. A
certification will be required after the Development is completed from an inspector,
architect, or accessibility specialist. Any Developments designed as single family
structures must also satisfy the requirements of 82306.514, Texas Government Code.

All of the 2007 Qualified Allocation Plan and Rules 10 TAC 849.6, excluding
subsections (d), (f), (g) and (h) apply.

Developments involving new construction will be limited to 252 Units. These maximum
Unit limitations also apply to those Developments which involve a combination of
rehabilitation and new construction. Developments that consist solely of
acquisition/rehabilitation or rehabilitation only may exceed the maximum Unit
restrictions. The minimum number of units shall be 4 units, pursuant to 10 TAC
§53.53(f).

8) Threshold Criteria

a)

b)

Housing units subsidized by HOME funds must be affordable to low, very-low or
extremely low-income persons. Mixed Income rental developments may only receive
funds for units that meet the HOME program affordability standards. All applications
intended to serve persons with disabilities must adhere to the Department’s Integrated
Housing Rule at 10 TAC 81.15.

For funds being used for Rental Housing Developments, the Recipient must establish a
reserve account consistent with 82306.186, Texas Government Code, and as further
described in 10 TAC 81.37 of thistitle, pursuant to 10 TAC 53.53(i).

All applications will be required to meet Section 8 Housing Quality Standards detailed
under 24 CFR 8982.401, Texas Minimum Construction Standards, as well as the Fair
Housing Accessibility Standards and Section 504 of the Rehabilitation Act of 1973.
Developments must also meet al local building codes or standards that may apply. If the
development is located within a jurisdiction that does not have building codes,
developments must meet the most current International Building Code.
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d) Pursuant to 10 TAC 853.53(j), Applicants for Rental Development activities will be
required to provide written notification to each of the following persons or entities 14
days prior to the submission of any application package. Failure to provide written
notifications 14 days prior to the submission of an application package at a minimum will
cause an application to be terminated under competitive application cycles. Applicants
must provide notifications to:

i)

Vi)

the executive officer and elected members of the governing board of the community
where the development will be located. This includes municipal governing boards,
city councils, and County governing boards;

all neighborhood organizations whose defined boundaries include the location of the
Development;

executive officer and Board President of the school district that covers the location of
the Devel opment;

residents of occupied housing units that may be rehabilitated, reconstructed or
demolished; and

the State Representative and State Senator whose district covers the location of the
Development.

the notification letter must include, but not be limited to, the address of the
development site, the number of units to be built or rehabilitated, the proposed rent
and income levels to be served, and all other details required of the NOFA and
Application Manual.

The following Threshold Criteria listed in this subsection are mandatory requirements at
the time of Application submission unless specifically indicated otherwise:

i)

An applicant shall provide certification that no person or entity that would benefit
from the award of HOME funds has provided a source of match or has satisfied the
Applicant's cash reserve obligation or made promises in connection therewith,
pursuant to 10 TAC 853.53(k).

All contractors, consulting firms, and Administrators must sign and submit an
affidavit with each draw to attest that each request for payment of HOME fundsis for
the actual cost of providing a service and that the service does not violate any conflict
of interest provisions, pursuant to 853.53().

iii) To encourage the inclusion of families and individuals with the highest need for

affordable housing, applicants must target a minimum of 5% of the total units for
individuals or families earning 30% or less of area medium income for the
development site.
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iv) To encourage the involvement of other public agencies and private entities in
affordable housing, applicants must provide a minimum of 10% of the tota
development cost from other public agencies and/or private entities.

V) To encourage reasonable and cost effective building strategies, applicants must limit
development cost per sguare foot to $70.00 for new construction and $38.00 for
rehabilitation. Please note, use normal rounding when performing this calculation.
($69.50 and higher would be rounded up to $70.00, $69.49 and lower would be
rounded down to $69.00).

vi) All of the 2007 Qualified Allocation Plan and Rules at 10 TAC 849.9(h), excluding
subsections (4)(1), (11), (12) and (15).

vii) An applicant is not eligible to apply for funds or any other assistance from the
Department unless audits are current at the time of application or the Audit
Certification Form has been submitted to the Department in a satisfactory format on
or befor the application deadline for funds or other assistance per 10 TAC 81.3(b).

9) Review Process

a)

b)

Pursuant to 10 TAC 853.58, each application will be handled on afirst-come, first-served
basis as further described in this section. Each application will be assigned a "received
date" based on the date and time it is physically received by the Department. Then each
application will be reviewed on its own merits in three review phases, as applicable.
Applications will continue to be prioritized for funding based on their "received date"
unless they do not proceed into the next phase(s) of review. Applications proceeding in a
timely fashion through a phase will take priority over applications that may have an
earlier "received date" but that did not timely complete a phase of review. Applications
will be reviewed for Applicant and Activity Eligibility, Threshold Criteria, and Financial
Feasibility as described in this NOFA.

Pursuant to the QAP 49.5(a)(9) if a submitted Application has an entire Volume of the
application missing; has excessive omissions of documentation from the Threshold
Criteria or Uniform Application documentation; or is so unclear, digointed or incomplete
that a thorough review cannot reasonably be performed by the Department, as determined
by the Department. If an application is determined ineligible pursuant to this section, the
Application will be terminated without being processed as an Administrative Deficiency.

Phase One will begin as of the received date. Applications not being considered under the
CHDO Set-Aside will be passed through to Phase Two upon receipt. Phase One will only
entail the review of the CHDO Certification package. The Department will ensure review
of these materials and issue notice of any deficiencies on the CHDO Certification
package within 30 days of the received date. Applicants who are able to resolve their
deficiencies within seven business days will be forwarded into Phase Two and will
continue to be prioritized by their received date. Applications with deficiencies not cured
within seven business days, will be retained in Phase One until all deficiencies have been

7of 11



DRAFT DOCUMENT
NOT FOR DISTRIBUTION
PENDING BOARD ACTION
addressed/resolved by the Applicant to the Department’s satisfaction. Only upon
satisfaction of all deficiencies will the Application be forwarded to Phase Two.
Applications that have not proceeded out of Phase One within 50 days of the received
date will be terminated and must reapply for consideration of funds.

Phase Two will include a review of all application requirements. The Department will
ensure review of materials required under the NOFA, and application guidelines and will
issue notice of any deficiencies as to threshold and eligibility within 45 days of the date it
enters Phase Two. Applicants who are able to resolve their deficiencies within seven
business days will be forwarded into Phase Three and will continue to be prioritized by
their received date. Applications with deficiencies not cured within seven business days,
will be retained in Phase Two until all deficiencies have been addressed/resolved by the
Applicant to the Department’ s satisfaction. Only upon satisfaction of all deficiencies, and
of threshold and eligibility requirements will the Application be forwarded to Phase
Three. An Application that has not proceeded out of Phase Two within 65 days of the
date it entered Phase Two will be terminated and must reapply for consideration of funds.
Application submitted for non-development Activities will not go through a Phase Three
evaluation.

Phase Three will include a comprehensive review for material noncompliance and
financia feasibility by the Department. Financial feasibility reviews will be conducted by
the Real Estate Anaysis (REA) Division consistent with 81.32 of this title. REA will
create an underwriting report identifying staff’s recommended loan terms, the loan or
grant amount and any conditions to be placed on the development. The Department will
ensure financia feasibility review and issue notice of any required deficiencies for that
feasibility review within 45 days of the date it enters Phase Three. Applicants who are
able to resolve their deficiencies within seven business days will be forwarded into
"Recommended Status' and will continue to be prioritized by their received date.
Applications with deficiencies not satisfied within seven business days, will be retained
in Phase Three until all deficiencies have been addressed/resolved by the Applicant to the
Department’s satisfaction. Only upon resolution of al deficiencies will the Application
be forwarded to the Department’s Executive Awards Review and Advisory Committee
for recommendation to the Board. Any application that has not finished Phase Three
within 65 days of the date it entered Phase Three will be terminated and must reapply for
consideration of funds.

Upon completion of the applicable final review Phase, applications will be presented to
the Executive Awards Review and Advisory Committee (the Committee). If satisfactory,
the Committee will then recommend the award of funds to the Board, as long as HOME
funds are still available for this Activity under the applicable NOFA. If the Application is
recommended at least 14 days prior to the next Board meeting, it will be placed on the
next Board meeting’s agenda. If the Application is recommended with less than 14 days
before the next Board meeting, the recommendation will be placed on the subsequent
month’s Board meeting agenda. Applications which are not recommended by the
committee will be either returned to Department Staff or terminated.
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Because applications are processed in the order they are received by the Department, it is
possible that the Department will expend all available HOME funds before an application
has completed all phases of its review. In the case that all HOME funds are committed
before an application has completed all phases of the review process, the Department will
notify the applicant that their application will remain active for 90 days in its current
phase. If new HOME funds become available, applications will continue onward with
their review without losing their received date priority. If HOME funds do not become
available within 90 days of the notification, the Applicant will be notified that their
application is no longer under consideration. The applicant must reapply to be considered
for future funding. If on the date an application is received by the Department, no funds
are available under this NOFA, the applicant will be notified that no funds exist under the
NOFA and the application will not be processed.

¢) Pursuant to 10 TAC 853.59(3), a site visit will be conducted as part of the HOME
Program development feasibility review. Applicants must receive recommendation for
approval from the Department to be considered for HOME funding by the Board.

d) The Department may decline to consider any Application if the proposed activities do
not, in the Department’ s sole determination, represent a prudent use of the Department’s
funds. The Department is not obligated to proceed with any action pertaining to any
Applications which are received, and may decide it is in the Department’ s best interest to
refrain from pursuing any selection process. The Department strives, through its loan
terms, to securitize its funding while ensuring the financial feasibility of a Development.
The Department reserves the right to negotiate individual elements of any Application.

€) In accordance with §2306.082 Texas Government Code and 10 TAC 853.58(d), it is the
Department's policy to encourage the use of appropriate alternative dispute resolution
procedures ("ADR") under the Governmental Dispute Resolution Act, Chapter 2009,
Texas Government Code, to assist in resolving disputes under the Department's
jurisdiction. As described in Chapter 154, Civil Practices and Remedies Code, ADR
procedures include mediation. Except as prohibited by the Department's ex parte
communications policy, the Department encourages informal communications between
Department staff and Applicants, and other interested persons, to exchange information
and informally resolve disputes. The Department also has administrative appeals
processes to fairly and expeditiously resolve disputes. If at anytime an Applicant or other
person would like to engage the Department in an ADR procedure, the person may send a
proposal to the Department's Dispute Resolution Coordinator. For additional information
on the Department's ADR Policy, see the Department's General Administrative Rule on
ADR at 10 Texas Administrative Code §1.17.

f) AnApplicant may appeal decisions made by staff in accordance with 10 TAC §1.7.

10) Application Submission

a) All applications submitted under this NOFA must be received on or before 5:00 p.m. on
June 2, 2008. The Department will accept applications from 8 am. to 5 p.m. each
business day, excluding federal and state holidays from the date this NOFA is published
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on the Department’s web site until the deadline. For questions regarding this NOFA
please contact Barbara Skinner a 512-475-1643 or via emal a
barbara.skinner@tdhca.state.tx.us or Skip Beaird at 512-475-0908 or via e-mail at
skip.beaird@tdhcastate.tx.us.

All applications must be submitted, and provide all documentation, as described in this
NOFA and associated application materials

Applicants must submit one complete printed copy of al Application materials and one
complete scanned copy of the Application materials as detailed in the 2007 Final ASPM.
All scanned copies must be scanned in accordance with the guidance provided in the
2007 Final ASPM.

The application consists of three parts: bound items, unbound items and electronic
submission. A complete application for each proposed development must be submitted.
Incomplete applications or improperly bound applications will not be accepted. The
bound volumes of the application must be bound using red pressboard binders. Each
volume must be submitted in a separate red pressboard binder. If the required
documentation for a volume exceeds the capacity of one binder, a second binder may be
used to subdivide the volume. Applicants must submit one complete printed copy of all
application materials and one complete scanned copy stored on compact disc of the
application materials as detailed in the 2007 Final ASPM. All scanned copies must be
scanned in accordance with the guidance provided in the 2007 Final ASPM.

Third party reports — If third party reports are not received at the time of application
submission, the Application will be terminated.

All Application materials including manuals, NOFA, program guidelines, and all
applicable HOME rules, will be available on the Department’'s website at
www.tdhca.state.tx.us. Applications will be required to adhere to the HOME Rule and
threshold requirements in effect at the time of the Application submission. Applications
must be on forms provided by the Department, and cannot be altered or modified and
must be in final form before submitting them to the Department.

Applicants are required to remit a non-refundable Application fee payable to the Texas
Department of Housing and Community Affairs in the amount of $500.00 per
Application. Payment must be in the form of a check, cashier’s check or money order. Do
not send cash. §2306.147(b) of the Texas Government Code requires the Department to
waive Application fees for nonprofit organizations that offer expanded services such as
child care, nutrition programs, job training assistance, health services, or human services.
These organizations must include proof of their exempt status and a description of their
supportive servicesin lieu of the Application fee. The Application fee is not an allowable
or reimbursable cost under the HOME Program.

Applications must be sent via overnight delivery to:
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HOME Division
Texas Department of Housing and Community Affairs
Attn: Barbara Skinner
221 East 11" Street
Austin, TX 78701-2410

or viathe U.S. Postal Serviceto:
HOME Division
Texas Department of Housing and Community Affairs
Attn: Barbara Skinner
Post Office Box 13941
Austin, TX 78711-3941

NOTE: This NOFA does not include the text of the various applicable regulatory provisions that
may be important to the particular HOME CHDO Rental Housing Development Program. For
proper completion of the application, the Department strongly encourages potential applicants
to review all applicable State and Federal regulations.
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HOME DIVISION
BOARD ACTION REQUEST

July 30, 2007

Action Item

Presentation, Discussion and Possible Approval of a Notice of Funding Availability (NOFA) for $1,000,000 of
local revenues from the Housing Trust Fund for the Texas Veteran’s Housing Support Program.

Required Action

Approval of the NOFA for publication in the Texas Register.

Backaground

On May 10, 2007 the Board approved the Texas Veteran’s Housing Support Program as included in and a part
of the 2007 Housing Trust Fund Funding Plan. Funds will be utilized for rental subsides and homeownership
assistance for low-income (80% AMFI) veterans. Up to three years of rental assistance will be available for
veterans transitioning from Veteran's Affairs (VA) hospitals, other care facilities; or low income veteran's
leaving the service and transitioning to civilian life. Homeownership assistance will also be available as a one-
time deferred forgivable loan of up to $35,000 for down payment assistance, closing costs and accessible
maodifications such as ramps, accessible bathrooms and accessible kitchens.

These funds are made available through local revenue Housing Trust Fund funds that the Department has
distributed through the Regional Allocation Formula and have remained unutilized or have been returned by
the original applicant and are therefore not subject to the Regional Allocation Formula (RAF). The
availability and use of these funds are subject to the State Housing Trust Fund Rules (10 TAC Chapter 51).

Recommendation

Staff recommends approval of the Notice of Funding Availability for the Texas Veteran’s Housing Support
Program for publication in the Texas Register and to the Department’ s website.
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Texas Department of Housing and Community Affairs
Housing Trust Fund (HTF)

2007 Texas Veterans Housing Support Program
Notice of Funding Availability (NOFA)

Summary

The Texas Department of Housing and Community Affairs (Department) announces the
availability of approximately $1,000,000 of the 2007 Housing Trust Fund (HTF) to fund
housing programs for veterans. Funds will be made available for tenant based rental
assistance and homebuyer assistance. The availability and use of these funds are subject to
the State Housing Trust Fund Rules at 10 Texas Administrative Code, Title 10, Part 1,
Chapter 51 (“HTF Rules’) in effect at the time the application is submitted.

Allocation of HTF Funds

These funds are made available through the Housing Trust Fund and are not subject to the
Regiona Allocation Formula. All funds released under this NOFA shall be used for the
creation of affordable housing for Texas veterans earning 80 percent (80%) or less of the
Area Median Family Income (AMFI) as defined by the U. S Department of Housing and
Urban Development (HUD), with priority given to veterans with disabilities and/or veterans
who have served in the war in Afghanistan, also known as Operation Enduring Freedom, the
Irag War, also know as Operation Iragi Freedom, and other recent overseas conflicts.

The Department requires that applicants target at least 50% of those units served by housing
trust funds to individuals and families earning less than 60% of the area median family
income, as defined by HUD.

In accordance with 10 TAC 851.6 (d), this NOFA will be an Open Application Cycle and
funding will be available on a first-come, first-served statewide basis. Applications will be
accepted by the Department on regular business days until 5:00 p.m., Friday, December 28,
2007, regardless of method of delivery. Applicants are encouraged to review the
application process cited above and described herein.  Applications that do not meet
minimum threshold criteriawill not be considered for funding.
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The maximum award amount per activity is $250,000 inclusive of project and administrative
funds. Up to four percent (4%) of the requested project funds may be requested for
administrative costs.

Entities applying for both activities, must submit one application for each activity.

Eligible and In€eligible Activities
Eligible activities will include those permissible under HTF Rulesat 10 TAC 851.4.

Prohibited activities include those under HTF Rules 10 TAC 851.5.

Veteran’s Rental Assistance (VRA):

Rental subsidy, security, and utility deposit assistance is provided in the form of a grant to
tenants in accordance with written tenant selection policies for a period not to exceed 36
(thirty-six) months. VRA allows the assisted tenant to move to and live in any dwelling unit
with a right to continued assistance during a 36-month period with the condition that the
assisted household participate in a self-sufficiency program, which shall include among its
objectives the acquisition of a permanent source of affordable housing on or before the
expiration of the rental subsidy. The VRA program will be available for veterans
transitioning from Veteran's Administration (VA) Hospitals or other care facilities;, or
veterans honorably discharged from the service and transitioning to civilian life. All rental
properties must meet HUD’ s Housing Quality Standards (HQS).

The contract term for aVVRA contract will be 40 months.

Veteran’s Homebuyer Assistance (VHA):

Down payment and closing cost assistance is provided to homebuyers for the acquisition, or
acquisition and rehabilitation, of affordable and accessible single family housing.
Rehabilitation must be to ensure accessibility. Eligible homebuyers may receive loans up to
$35,000 for down payment, closing costs and rehabilitation. A maximum of $15,000 of the
$35,000 loan can be used for down payment and closing costs. The balance of the assistance
can be used for needed accessibility modifications. All homes purchased with HTF assistance
must meet all applicable codes and standards including the Texas Minimum Construction
Standards (TMCS).

If the assisted household has an income that is less than 60% of the area median family
income or if the head or co-head of the household is an income-qualified (up to 80% AMFI)
disabled veteran, the assistance will be in the form of a zero percent (0%) interest 5-year
deferred, forgivable loan creating a 2™ or 3“ lien.

If the household income is below 80% of the AMFI, but more than 60% of the AMFI, then
the homebuyer assistance will be in the form of a zero percent (0%) interest 10-year deferred,
forgivable loan creating a 2™ or 3" lien.

The VHA loan is to be repaid at the time of resale of the property, refinance of the first lien,
repayment of the first lien, or if the unit ceases to be the assisted homebuyer’s principal
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residence. If any of these occur before the end of the 5 or 10-year loan term, the borrower
must repay the unforgiven portion of the funds to the Department. This amount will be based
on a pro-rata share of the remaining loan term. The amount of assistance for the accessibility
modifications will be in the form of a grant. At the completion of the assistance, al
properties must meet the Texas Minimum Construction Standards (TMCS), all applicable
building and safety codes, rehabilitation standards, ordinances and local zoning ordinances. If
a home is newly constructed it must also meet federal energy requirements as defined by
HUD.

The contract term for aVHA contract will be 24 months.

Eligible and Ineligible Applicants

Eligible applicants are Units of General Loca Government, Nonprofit Organizations and
Public Housing Authorities (PHA'’S).

Applicants may be ineligible for funding if they meet any of the criterialisted in 851.5 of the
Department’sHTF Rules.

Threshold Criteria
Veteran’s Rental Assistance (VRA):

Cash Reserve: Each awarded applicant will be required to expend funds according to
program guidelines and request funds from the Department for eligible expenses. Every
applicant must be able to evidence as a threshold standard that they demonstrate the ability to
administer the program and commit adequate cash reserves of at least one month’s total rents
for the number of households proposed to be served in order to cover any delays in the
disbursement process. Cash reserves are not permanently invested in the project but are used
for short term deficits that are paid by program funds. This commitment must be included in
the applicant’ s resolution.

Self-Sufficiency Plan: It will also be a threshold requirement that the applicant for rental
assistance submit a detailed self-sufficiency plan which must be implemented for each tenant
served, if awarded. The Plan must describe the process for the transition of households to
permanent housing by the end of the 36-month rental assistance contract term.

The documentation must describe the necessary components for the overall plan proposed for
transition of potential tenants. This plan, like a case management plan, should detail the need
of the tenant, how these needs will be addressed including any agreements with service
providers who shall assist the tenant at meeting these needs, and a proposed timeframe for
completing those activities. The plan must include:

1. A sample household budget which will utilize existing sources of income such as
employment, disability payments and other types of support that details how the
assisted household will afford to be self-sufficient by the end of the 36 month rental
assistance.

2. If additional income is required to attain self-sufficiency, a plan for attaining the
required education or training, or ajob search plan must be included.
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3. Specific housing goals that will be completed on or before the end of the 36 month
assistance period. This includes finding subsidized housing, affordable market
housing or other permanent housing solutions. The plan should include the required
steps such as completing an application, approximate waiting time to get into the type
of housing desired and the cost of the housing to the tenant.

Resolution Requirement: All applications submitted for VRA must include an original
resolution from the applicant’s direct governing body, authorizing the submission of the
application, committing a specific amount for cash reserves for use during the contract period
and naming a person authorized to represent the organization and signature authority to
execute a contract.

Veteran’s Homebuyer Assistance (VHA):

Cash Reserve: Each awarded applicant will be required to expend funds according to
program guidelines and request funds from the Department for eligible expenses. Every
applicant must be able to evidence as a threshold standard, that they can demonstrate the
ability to administer the program and commit adequate cash reserves of at least $35,000 to
cover any delays in the disbursement process. Cash reserves are not permanently invested in
the project but are used for short term deficits that are paid by program funds. This
commitment must be included in the applicant’ s resolution.

Homebuyer Counseling and Lender Products: It will also be a threshold requirement that
every VHA Applicant provide evidence of Homebuyer Counseling and evidence of available
lender products. Evidence must include documentation describing the level of homebuyer
counseling proposed for potential homebuyers including a copy of the curriculum, type of
materials that will be provided to the homebuyer, a copy of a written agreement with service
provider, if the applicant is not the service provider; and a description of post purchase
counseling to be provided. The Homebuyer Counseling must be provided to each household
served, if awarded.

Applicant is required to submit three letters from lenders interested in participating in the
applicant’s proposed homebuyer assistance activity. Lender Letters must be on the lender’s
letterhead and include the lender name, address, city, state, and zip code. Lender letter must
affirm the willingness, ability and type of affordable loan products available for the
applicant’ s targeted homebuyers.

Resolution Requirement: All applications submitted for VHA must include an origina
resolution from the applicant’s direct governing body, authorizing the submission of the
application, committing a specific amount for cash reserves for use during the contract period
and naming a person authorized to represent the organization and signature authority to
execute a contract.

Review Process

Pursuant to 10 TAC 851.6, each application will be handled on a first-come, first-served
basis. Each application will be assigned a "received date" based on the date and time it is
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physically received by the Department. Applications will be reviewed for Applicant and
Activity Eligibility and Threshold Criteria as described in this NOFA.

Funding recommendations of eligible applicants will be presented to the Department’s
Governing Board of Directors based on eligibility and on a first-come, first-served basis
limited by the total amount of funds available under this NOFA and the maximum award
amount per activity.

Because applications are processed in the order they are received by the Department, it is
possible that the Department will expend all available HTF funds before an application has
been completely reviewed. If on the date an application is received by the Department, no
funds are available under this NOFA, the applicant will be notified that no funds exist under
the NOFA and the application will not be processed.

An Applicant may appeal decisions made by staff in accordance with 10 TAC 81.7.

Application Submission

The Application Guide for this NOFA will be available on the Department’s website at
www.tdhca.state.tx.us on August 15, 2007, or you may call (512) 463-8921 to request a
copy. Applications must be submitted on forms provided by the Department, and cannot be
altered or modified and must be in final form before submitting them to the Department. All
applications must be submitted, and provide al documentation, as described in this NOFA
and associated application materials. Final application deadline date is 5:00 P.M., Friday,
December 28, 2007.

Applications mailed viathe U.S. Postal Service must be mailed to:

Texas Department of Housing & Community Affairs
Attn: Housing Trust Fund, Texas Veterans Housing Support Program
HOME Division
P.O. Box 13941
Austin, Texas 78711-3941

Applications mailed by private carrier or hand-delivered will be received at the physical
address:
Texas Department of Housing & Community Affairs
Attn: Housing Trust Fund, Texas Veterans Housing Support Program
HOME Division
221 E. 11th Street
Austin, Texas 78701

Applicants are required to remit a non-refundable application fee payable to the Texas
Department of Housing and Community Affairs in the amount of $30 per application.
Please send a check, cashier’s check or money order; do not send cash. Section
2306.147(b) of the Texas Government Code requires the Department to waive grant
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application fees for nonprofit organizations that offer expanded services such as child care,
nutrition programs, job training assistance, health services, or human services. These
organizations must include proof of their exempt statusin lieu of the application fee.

Applications that do not meet the filing deadline and application fee requirements will be
returned to the applicant and will not be considered for funding. Application deficiencies
will be processed in accordance to 10 TAC 851.6. An applicant may appeal decisions made
by the Department in accordance with 10 TAC 81.7.

This NOFA does not include text of the various applicable regulatory provisions that may
be important to the Housing Trust Fund Program. For proper completion of the application,
the Department strongly encourages potential applicants to review the HTF Rules and
regulations and to attend an application training workshop.

Application Workshop
The Department will present a Housing Trust Fund Program Application Workshop that
will provide an overview of the Housing Trust Fund, application preparation and
submission requirements, evaluation criteria, and information about the major State
requirements that may affect a Housing Trust Fund project. The Housing Trust Fund
Application Workshop schedule and registration will be posted on the Department’ s website
at www.tdhca state.tx.us.

Audit Requirements

An applicant is not eligible to apply for funds or any other assistance from the Department
unless a past audit or Audit Certification Form has been submitted to the Department in a
satisfactory format on or before the application deadline for funds or other assistance per 10
TAC 81.3(b). This is a threshold requirement outlined in the application, therefore
applications that have outstanding past audits will be disqualified. Staff will not recommend
applications for funding to the Department’s Governing Board unless all unresolved audit
findings, questions or disallowed costs are resolved per 10 TAC 81.3(c).

Contact Information
Questions regarding this NOFA should be addressed to:
HOME Division
221 E. 11" Street
Austin, Texas 78701
Telephone: (512) 463-8921
E-mail: sandy.garcia@tdhca.state.tx.us
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Real Estate Analysis Division

BOARD ACTION ITEM
July 30, 2007

ltem

Presentation, discussion and possible action on a timely filed appeal regarding the underwriting
recommendation of a development under the 2007 Competitive Housing Tax Credit program,
#07263 Constitution Court, Ltd. Apartments Copperas Cove, Texas.

Required Action
Approve, deny or approve with amendments a determination on the appeal .

Background

Mr. Emmanuel Glockzin, the contact for the General Partner of Constitution Court, Ltd., the
Applicant, submitted an application for funding under the 2007 Competitive Housing Tax Credit
program to develop 108 multifamily rental units in Copperas Cove, Texas. The Applicant
requested $991,075 in annual tax credits to support a total development budget of $12,562,900.
The Applicant submitted a budget which included $2,900,000 in HOME funds, but the
application for HOME funds was terminated. The termination was upheld on appea to the
Board. The Applicant has provided no aternative source of funds for the loss of these funds and
without the HOME funds the amount of deferred developer fee exceeds the amount that can be
expected to be repaid in 15 years by a wide margin of at least $1.3M. The applicant aso
exceeded the 65% expense to income ratio limit provided for in the 2007 Rea Estate Analysis
Rules and Guidelines 10 TACE81.32(i)(4) using operating expenses that are $331 to $417 per unit
less than properties they consider comparable. In addition, the Underwriter’s expense to income
ratio is 67%, but utilizing the full value of the comparable expenses would put the expense to
income ratio even further over the limit.

The Applicant has not provided any aternative to the loss of HOME funds, resulting in an
unfunded gap in financing. Therefore, the application can not be recommended based on not
meeting the minimum readiness to proceed requirements under the QAP in 10
TAC849.9(h)(7)(C) nor the financial feasibility requirements under 10 TAC 81.32(i)(2) which
require that any deferred developer fee be projected to be repaid in 15 years or less. The
Applicant’s appeal provides no apparent contention of the underwriting recommendation on this
basis.

The Applicant contends that additional information should be considered with regard to three
properties operated by related parties in order to approve a lower expense and therefore a lower
expense to income ratio. The Applicant requests consideration of only a portion of the operating
expenses for these properties by looking only at the payroll and property taxes. Only two of the
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properties (Treehouse and Victoria Place) appear to have been operating as stabilized for the
majority of the year. Moreover when looking at the total operations for these two properties the
operating expense per unit was $3,635 and $3,549 without considering the required $250 per unit
for replacement reserves. Thus these two properties would compare at $3,885 and $3,799 to the
Applicant’s proposed $3,468 per unit. In other words, the financial statements, provided as part
of the appeal, for the developments that the Applicant believes are comparable recognize
operating expenses that are $331 to $417 per unit higher than the Applicant’s proposed expenses.
This does not support the Applicant’s claim that Constitution Court can be operated at a lower
overall expense per unit. Moreover, utilizing the full operating expenses for the comparable
properties with the rent structure for the subject would make the development be further over the
65% expense to income ratio limit.

The Application does not meet the current requirements for financial feasibility under 10
TAC81.32(i)(2) and (4) and the Applicant has not provided information that identifies an error in
the underwriting process or conclusions.

Recommendation
Staff recommends the Board deny the appeal.
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Emanuel H. Glockzin, Jr.

P.O. Box 3189
Bryan, Texas 77B05-3189
079.846.8878 phone 979.846.0783 fax

Fax

To: Ms. Pam Cloyde From Emanuel H. Glockzin, Jr.
TDHCA |

Fax: 5124753746  Pages: 21

Phone: 5124754573 Date: July 11, 2007

Re:  TDHCA#07263 - ee:

l?(Urgent  OForReview [ Please Comment [JPlease Reply

i,

APPEAL ELECTION FORM FOR CONSTITUTION GOURT TDHCA #07263,
ALSO, PER YOUR INSTRUCTION; ATTACHED PLEASE FIND THE LETTER
TOMR: MICHAEL GERBER AND DOCUMENTATION APPEALING THE
UNDERWRITING CRITERIA TO THE EXECUTIVE DIRECTOR.

' ORIGINALS OF ALL DOGUMENTS WILL BE FEDERAL EXPRESSED TODAY,
FOR OVERNIGHT DELIVERY, TO MR, GERBER.

,
BE R :
g G SR




Bry
e Phone (979) 846-8878 e Fax (979) 846-0783

JUL 12 2007
Texas Department of Housing D
And Community Affairs E P
221 East 11" Street UTV ED"
Austin, TX 78701

July 9, 2007

Attn:  Mr, Michael Gerber — Executive Director
Re:  Constitution Court, Ltd. TDHCA # 07263 — Real Estate Analysis Tax Credit
Underwriting Report Appeal

Dear Mr. Gerber:

I am writing this letter to formally appeal to you, the second item listed under the heading “NOT
RECOMMENDED DUE TO THE FOLLOWING:”

e The Underwriter’s expense to income ratio exceeds the Department’s maximum of 65%
(and the Applicant’s ratio is right at the maximum) and therefore cannot be characterized
as financially feasible even if the additional funds were sourced as a grant pursuant to
10TAC§1.32(1)(4). '

The Applicant’s revised total annual operating expense projection of $3,417 per unit is within
5% of the Underwriter’s estimate of $3,630. The Applicant’s total operating expenses, as revised
using actual averages for Payroll, Payroll, and Employee Benefits, and Property Taxes, do not
exceed the Department’s maximum of 65% ($369,071.00 divided by $576,778 = 64%).
Applicant is within the 5% of the 65% rule (Department’s maximum).

The Applicant was asked to justify the expenses such as Payroll and Payroll Taxes and Property
Tax, which differed from the Underwriter’s estimates. We have attached copies of the General
and Administrative Expense schedules from actual “Audited Financial Statements” for 2006
for three properties located in Palestine, Kilgore and Athens. In averaging the actual payroll and
related payroll expenses for these three properties we can justify our payroll figures of $78,000
per year (3713 per unit) by actual hard numbers. The total annual payroll expense for Lexington
Court in Kilgore is $62,943 divided by 80 units equals an average of $786.79 per unit. The total
annual payroll expense for Treehouse Apartments in Palestine is $54,978 divided by 76 units
equals an average of $723.39 per unit, and the total annual payroll expense for Victoria Place in
Athens is $47,822. divided by 76 units equals an average of $629.24 per unit. When added
together and divided by three, then multiplied by 108 units, the result is $77,019; therefore we
have submitted a new figure on our Volume 1, Tab 2. Activity Overview, Part D. Annual
Operating Expenses and attached Part E. 30 Year Rental Housing Operating Proforma of
$78,000.



Also attached, please find a “Notice of Appraised Value” for Lexington Court, Ltd. in Kilgore,
Texas. Lexington Court is an 80 unit HTC development which was completed in March of 2006.
There is a small amount of difference in the acreage of these two properties, and the
office/community building is the same floor plan. By taking the “appraised value” for Lexington
Court for 2007 of $1,069,000 and multiplying it by the current tax rate of Copperas Cove of
0294907, you arrive at an estimated amount of taxes due of $31,525.56; then taking that amount
of $31,525.56 and dividing by 80 units (Lexington Court) you arrive at an amount of $394.07 per
unit. Copperas Cove is 108 units, so multiplying the number of units (108) by the rate per unit of
$394.07, you arrive at a projected rate of taxes due for Constitution Court of $42,559.56. We
believe that this is a more realistic amount of estimated property taxes; however we have allowed
for $45,000, as reflected on our revised Annual Operating Expense schedule.

Based on all of the above, please review our revised Volume 1, Tab 2. Activity Overview, Part
D. Annual Operating Expenses and attached Part E. 30 Year Rental Housing Operating
Proforma., which reflects a Debt Coverage Ratio of 1.21%, Expenses Per Unit of $3,417, and a
ratio of expenses to income of 64%.

For these reasons, I would like to appeal the determination of Underwriting, and submit to you
that the application for Constitution Court is financially feasible, and that the development be
recommended for an award of Housing Tax Credits.

Thank you for you asgistance in this matters,

Emanuel H. Glockzin, Jr.
Application Contact
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

REAL ESTATE ANALYSIS
Housing Tax Credit Program ~ 2007 Apphcation Cycle
underwriting Report Notice

Appeal Election Form: 07263 Constitution Court ' ~ Date Notice Sent: 7!2!07

I am in receipt of my 2007 Underwriting report notice and have reviewed the Appeal Policy at
10TAC Section 49.17(b). I recognize that shoutd I chioose to file an appeal, I must file a formal
appeal to the Executive Director within seven days from the date this Notice was issued and the
Uniderwriting report was posted to the Department’s web site. 1 understand that my appeal must
identify my specific grounds for appeal.

If my appeal is denied by the Executive Director, I

Do wish to have my appeal to the Board of Directors and request that my appeal be
added to the next available Board of. Directors’ meeting agenda. Iunderstand that tmy
Board appeal documentation must still be submitted by 5:00 p.m, July 20, 2007 to be
ineluded in the July 30, 2007 Board book. [ understand that if no documentation is
submitted, the appeal documentation submitted to the Executive Director will be
utilized.

D Wish to wait to hear the Executive Director’s response before deciding on my
appeal to the Board of Directors.

D Do not wish to appeal to the Board of Directors or Bxecutive Director.

Signe . %@W
| Eanuel, §. Ghockzin, Jr. / '

Title  Applicant Representative/Developep

Date  July 11, 2007

Please fax or e-mail to the attention of:
‘Pam Cloyde: (fax) 512.475 3746
(e-mail) pamela.cloyde@tdhca.state.tx.us



Development Name: | Constitution Court

Parl D, Annual Operaling Expenses

General & Administrative Expenses
‘ Accounting

Advertising

Legal fees

Leased equipment

Postage & office supplies
Telephone

Other Describe

P S € O €0 OO 6

Total General & Administrative Expenses:

28,966.00

Management Fee:

Percent of Effective Gross Ingome:;

JBayroll, Payroll Tax & Employes Benefits

Management
Maintenance
Other Describe: Payroil Tax,

< £

Health Insurance

28,839.00
25

7

37,000.00
31,000.00
10,000.00

Total Payioll, Payroll Tax & Employee Benefits:

Repairs & Maintenance
Elevator

Exierminating

Grounds

Make-ready

Repairs

Pool

Other Describe

2 B £ €5 £ en oo

3,500.00
~25,000.00
7,000.00
8,479.00

Total Repairs & Maintenance:

Ulilities (Enter development awner expense)
Electric
Matural gas
Trash
Water & sewer

Other Describe

3 O oS £ £H

$  43.970.00
o T
30,564.00

T 350000
44,225.00

Total Utitities:

78,269.00

Annual Property Insurance:

€2

Rate per net rentable square foot:

0.2

w

28,658.00

|Properfy Taxes:
Published Capitalization Rate:

Annual Property Taxes:
- Payments in Lieu of Taxes:
Other Taxes Describe

Source:

B 2 o

45,000:00

|

Total Property Taxes:

X AL,
45,000.00

{Reserve for Replacements:

Annual reserves per unit:

250 27,000 00

Other Expenses
Cable TV

Supportive service contract fees
Compliance fees

Security

Other Describe

€7 €0 £ R

1,500.00
1.600.00
4,320.00
3,000.00

l

!

Total Other Expenses:

~10,32000

TOTAL ANNUAL EXPENSES

Expanse per unlt:

3417.324074

369,071.00.

NET OPERATING INCOME (before debt service)

Annual Qebt Service

Dascribe Source
Describe Source
Describe Source

TOTAL ANNUAL DEBT SERVICE

“F & R

Debt Coverage Ratio;

- 207,207.70

88830
82867

71667.00

R=z]

1.21

NET CASH FLOW

35,520.70

TEXAS DEPARTMENT OF HOUSING AND COMMU

07-MFApplnseris as of 7-10-07 {revise for underwriting).xls, Version Date: 1240

NITY Al
512006

FEAIRS - UNIFORM APPLICATION {MULTIFAMILY HOUSING DEVELOPMENT}



The pro forma should be based on the operating income and expense information for the base year (first year of stabilized occupancy using today’s best estimates of rental income and expenses), and principal and inferest debt
service. The Department currently considers an annual growth rate of 3% for income and 4% for expenses to be reasonably conservative estimates. Witten explanation for any deviations from these growth rates or for
assumptions other than straight-line growth made during the proforma period should be attached to this

exhibit.. While the 30-year proforma projects 30 years of data, the Department's standard for financial feasibility is 15 years.

Debt Coverage Ratio

07-MFAppinserts as of 7-10-07 (revise for underwriting).xls, Version Date: 12/05/2008

. | : ‘ 1 \
Development Name: | Constitution Court | city:| Copperas Cove
i
INCOME LEASE-UP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 25 YEAR30
POTENTIAL GROSS ANNUAL RENTAL INCOME $610,044 $628,345 $647,196 $666,612 $686,610 $795,969 $922,746 $1,069,716 $1,240,094 $1,437 609
Secondary Income 12,960 13,349 13,749 14,162 14,587 $16.910 19,603 22,725 26,345 30,541
{POTENTIAL GROSS ANNUAL INCOME $623,004 $641,694 $660,945 $680,773 $701,195 $812,879 $842,349 $1,092,441 $1,266,439 $1,468,150
Provision for Vacancy & Collection Loss 46,725 48,127 49,571 51,058 52,590 60,966 70,676 81,933 94,983 110,111
Rental Conessions : ’ . s
EFFECTIVE GROSS ANNUAL INCOME $576,279 $593,567 $611,374 $629,715 $548,607 $751,913 $871,673 | $1.010,508 | $1,171,456 | $1,358,039
EXPENSES : ;
General & Administrative Expenses $ 28936.00 $30,145 $31,351 $32,605 $33,910 $41,256 $50,194 361,069 $74,300 $90,397
Management Fee 28,839 29,093 31,192 32,440 33,738 41,047 49,940 60,759 73,823 89,939
Payvoll, Payroll Tax & Empioyee Benefits 78,000 81,120 84,365 87,739 91,249 111,018 135,071 164,334 199,938 243,255
Repairs & Maintenance 43,979 45,738 47,568 49470 51,449 62,596 76,157 92,657 112,732 137,155
Electric & Gas Uilities 30,564 31,787 33,058 34,380 35,756 43,502 52,927 64,394 78,345 95,318
Water, Sewer & Trash Utilities 47,725 48,634 51,619 53,684 585,831 67,928 82,644 100,549 122,334 148,838
lAnnual Property Insurance Premiums 28,658 29,804 30,996 32,236 33,526 40,789 49,626 60,378 73,459 89,374
Property Tax 45,000 46,800 48,672 50,619 52,644 64,049 77925 94 808 115,349 140,339
Reserve for Replacements 27,000 28,080 29,203 30,371 31,586 38,429 46,755 56,885 69,209 84,204
Other Expenses: 10,320 10,733 11,162 11,609 12,073 14,689 17,871 21,743 26,453 32,184
TOTAL ANNUAL EXPENSES $369,071 $383,834 $399,187 $415,155 $431,761 $525,303 $639,112 $777,577 $946,041 | $1,151,004
INET OPERATING INCOME $207 208 $209,733 $212,187 $214 561 $216,846 $226,610 $232,562 $232,931 $225415 $207,035
DEBT SERVICE i

First Deed of Trust Annual Loan Payment $88,830 | $88.330 $88,830 $88,830 $88.830 $88,830 $88,830 $88,330 | $88,830{ . $88,830
Second Deed of Trust Annual Loan Payment 82,857 82,857 82,857 82,857 82,857 82,857 82,857 82,857 82:857 |- 82,857
Third Deed of Trust Annual Loan Payment

Other Annual Required Payment: - - .

NET CASH FLOW $35,521 $38,046 $40,500 $42.874 $45,159 $60,875 $61,244 $53,728 $35,348

TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - UNIFORM APPLICATION (MULTIFAMILY HOUSING DEVELOPMENT)



SUMMARY OF PAYROLL EXPENSES FOR
LEXINGTON COURT, TREEHOUSE
APARTMENTS AND VICTORIA PLACE
(see attached copies for detail)

Lexington Court $786.79
Treehouse Apartments $723.39
Victoria Place $629.24
TOTAL $2,139.42

$2,139.42 Divided by 3 = $713.14 per unit

$713.14 Multiplied by 108 units - $77,019.12
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AUDITED FINANCIAL STATEMENT
AND OTHER SUPPLEMENTARY INFORMATION

LEXINGTON COURT, LTD.
(A Texas Limited Partnership)
BRYAN, TEXAS

DECEMBER 31, 2006 AND 2005



LOU ANN MONTEY AND ASSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS 8400 N. Mopac ExpresswaysSuite 304sAustin, Texas 78759
(512) 338-0044 Facsimile (512) 338-5395

To The Partners
Lexington Court, Ltd. - (A Texas Limited Partnership)
Bryan, Texas

We have audited the accompanying financial statements of Lexington Court, Ltd. - (A Texas
Limited Partnership) as of and for the years ended December 31, 2006 and 2005. These financial
statements are the responsibility of the Partnership’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statements
presentation. We believe that our audits provide a reasonable basis for our opinion. :

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Lexington Court, Ltd. - (A Texas Limited Partnership) as of December
31, 2006 and 2005, and changes in financial position and cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

%ua)m ond. Oupecrales, XL

Austin, Texas
April 22, 2007



SCHEDULE 1V~ GENERAL AND ADMINISTRATIVE EXPENSES

LEXINGTON COURT, LTD. - (A Texas Limited Partnership)

Advertising

Audit Fees

Bank Fees

Credit Checks

Dues And Training

Electricity

Furniture And Fixture Replacement
Garbage Removal

Grounds Maintenance

Health Insurance

Heating Fuel And Other

Leasing Consultant

Legal And Professional
Maintenance And Repair Supplies
Management Fees

Management Travel Expenses
Manager Salary

Miscellaneous

Miscellaneous Services

Office And Furniture Expense
Office Supplies

Payroll Taxes

Maintenance And Repair - Contract
Maintenance And Repair - Payroll
Painting And Decorating

Property Insurance

Property Taxes

Sewer

Telephone

Vehicle Expense

Water

See Independent Auditors® Report On Supplementary Information.
24

FOR THE YEAR ENDED
DECEMBER 31,
2006 2005
$ 1,628 $ 447
2,807
45
2,504 120
800
5,704
593
6,972
18,894
6,711v"
565
14,784 .
5,215
3,509
20,350
2,637
27,014
17,175
1,588
3,015
2,991
4,509
2,713
9,925
1,897
33,230
5,385
199
2,766
1,997

11,302

$219.379

173
638

69
1,475

738
150

332

587
122

216

139
$ 5251
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AUDITED FINANCIAL STATEMENT
AND OTHER SUPPLEMENTARY INFORMATION

TREEHOUSE APARTMENTS, LTD,
(A Texas Limited Partnership)
BRYAN, TEXAS

DECEMBER 31, 2006 AND 2005



LOU ANN MONTEY AND ASSQCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS 8400 N. Mopac Expressway+Suite 304sAustin, Texas 78759
(512) 338-0044 Facsimile (512) 338.5395

To The Partners
Treehouse Apartments, Ltd. - (A Texas Limited Partnership)
Bryan, Texas

We have audited the accompanying financial statements of Trechouse Apartments, Ltd. - (A
Texas Limited Partnership) as of and for the years ended December 31, 2006 and 2005. These
financial statements are the responsibility of the Partnership’s management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Trechouse Apartments, Ltd. - (A Texas Limited Partnership) as of
December 31, 2006 and 2005, and changes in financial position and cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of
America.

S Qe oo Utsdes .

Austin, Texas
April 27, 2007



SCHEDULE IV - GENERAL AND ADMINISTRATIVE EXPENSES

TREEHOUSE APARTMENTS, LTD. - (A Texas Limited Partnership)

FOR THE YEAR ENDED
DECEMBER 31,
2006 2005
Advertising $ 1402 $ 350
Audit Expense 2,800 3,391
Banking Fees 555 370
Credit Checks 1,009 1,390
Dues And Training 324 170
Electricity 23,910 - 16,744
Furniture And Fixture Replacement 8,442 4118
Garbage Removal 8,951 8,644
Grounds Maintenance 22,124 20,713
Heating And Fuel 891 956
Health Insurance 4,396 v 2,863
Leasing Consultant 20,058~ 11,439
Legal And Professional 7,356 7,441
Management Fee 20,725 21,175
Manager Salary 4,364 .~ 10,769
Maintenance And Repairs - Contract 15,643 18,918
Maintenance And Repairs - Payroll 22,323 17,671
Maintenance And Repairs - Supplies 8,366 8,984
Miscellaneous Expense (51} 634
Miscellaneous Service Expense 904 6,542
Office Expense 2,048 2,458
Office And Furniture Expense 680 1,814
Painting And Decorating 12,431 11,120
Payroll Taxes 3,837 3,460
Property Insurance 21,692 23,807
Real Estate Taxes 25,298 26,708
Sewer 15,054 17,610
Telephone 5,696 5,529
Travel 4,008 4,371
Water 11,087 11,078
TOTAL GENERAL AND
ADMINISTRATIVE EXPENSES $ 276,323 $271,237

See Independent Auditors® Report On Supplementary Information.
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AUDITED F INANCIAL STATEMENTS
AND OTHER SUPPLEMENTARY INFORMATION

VICTORIA PLACE, LTD.
(A Texas Limited Partnership)
BRYAN, TEXAS

DECEMBER 31, 2006 AND 2005



LOU ANN MONTEY AND ASSOCIATES, P.C.

CERTIFIED PUBLIC ACCOUNTANTS 8400 N. Mopae Expressway+Suite 304sAustin, Texas 78759
) (512) 338-0044 Facsimile {512) 338-5395

To The Partners
Victoria Place, Ltd. - (A Texas Limited Partnership)
Bryan, Texas

We have audited the accompanying financial statements of Victoria Place, Ltd. - (A Texas
Limited Partnership) as of and for the years ended December 31, 2006 and 2005. These financial
statements are the responsibility of the Partnership’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement,
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principlés used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Victoria Place, Ltd. - (A Texas Limited Partnership) as of December 31,
2006 and 2005, and the changes in financial position and cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

&DNQMMM and. Ovmectodes, .0,

Austin, Texas
April 27,2007



SCHEDULE IV ~ GENERAL AND ADMINISTRATIVE EXPENSES

VICTORIA PLACE, LTD. - (A Texas Limited Partnership)

Advertising
Audit Expense
Banking Fees
Credit Checks
Dues And Subscriptions
Electricity '
Furniture And Fixture Replacement
Garbage Removal
Grounds Maintenance
Health Insurance
Insurance
Leasing Consultant
Legal And Professional
Maintenance And Repairs - Contract
Maintenance And Repairs - Payroll
Maintenance And Repairs - Supplies
Management Fee
Management Travel Expense
Manager Salary
Miscellaneous Expense
Miscellaneous Service Expense
Office Furniture Expense
Office Supplies
Other Expenses
Painting And Decorating
Payroll Taxes
Real Estate Taxes
Reporting Fee
Sewer
Telephone And Answering Service
Water
TOTAL GENERAL AND

ADMINISTRATIVE EXPENSES

See Independent Auditors’ Report On Supplementary Information.

FOR THE YEAR ENDED

DECEMBER 31,

2006 2005
$ 1,725 $ 196
2,800 3,391
525 426
2,175 1,685
347 245
19,504 13,717
5,727 1,798
9,198 5,941
22,627 20,251
6,071 5,079
22,885 22,634
2,114~ 6,348
1,048 2,263
15,617 11,820
14,151 21,209
9,333 10,785
20,875 21,225
4,310 2,326
2,214y 15,859
1,014 350
2,321 2,291
2,029 3,216
2,452 2,320
175
14,043 11,858
3272 3,814
18,927 20,958
2,000 4,000
13,703 16,270
5,248 5,853
21,470 20,346
$269,725 $258,649
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Gregg Appraisal District

1333 E. Harrison Rd.

Longview, TX 75604

{903) 238-8823 Fax (903) 238-8829
www.gcad.org

LEXINGTON COURT LTD
4500 CARTER CREEK PKWY
SUITE 101

BRYAN, TX 77802

Dear Property Owner,

We have appraised the property listed above for the 2007 tax yea

H

s e TR '
NOTICE OF APPRAISED VALUE [ ([ ) i ») W/
Nty \\Eft::ij / ]

L

This is NOT a Tax Bitl

Date:

Account:

Situs
Address:
Property
Description:
Agent:

Overlapping County Information:

May 4, 2007

R18667
(Refer to this # when inquiring about your property)

3407 N US 259

AB 100 WHESTER SUR TR 8

r. Based on January 1 of this year, the appraisal is as follows!

B T LT N HC 2712002 2007 T R
" Appraisal lnformation- " «* " - Percent * Proposed This Year
LT Do ERRp el ) T ‘Difference’. T L S T LR
Land Market Value 68,380 68,350
Agriculture or Timber Market Value 8] 0
Agriculture or Timber Productivity Value 0 0
Improvements (Buildings) Appraised Value 377,790 1,000,650
Personal Property Appraised Value 0 0
Mineral Interest Appralsed Value 0 0
Total Market Value of this Property 446 170 1,069,000
Total Appraised Value (with Homestead Limit) 446,170 1,069,000
Exemptions CHDO CHDOQ
- Last:Year's: P e R " Proposed .| Estimated. [ Proposed;¥
i TAXADIS . Taxing Units™ -, - 3., Ta"EaB'IE | Tax Rate™ | Tax E!:‘.tm:l'ate
223,080 | City Of Kilgore 534,500 534,500 0.507430 2,712.21
223,080 | Gregg Counly 1,069,000 534,500 534,500 | - 0.274700 1,468.27
223,080 | Kilgore Junior College 1,069,000 534,500 534,500 0.164000 876.58
223,080 | County Road and Bridge 1,069,000 534,500 534,500 0.005300 28.33
223,080 | Kilgore ISD 1,069,000 534,500 534,500 1.136700 6,075.66

* Age 65 or older or disabled freeze amounts

TOTAL ESTIMATED TAXES: 11,161.05

The above tax eslimates use last year's tax rates for the taxing unils. The governing body of each unit — school board, county commissioners, and so on —
deckles whether property taxes increase, The appraisal district only determines your property's value. The taxing unils will set tax rates later this year. The Texas
Legisiafure does not set the amount of your local taxes, Your property tax burden is decided by your locally elected officials, and all inquiries concerning your texes

shouid be directed to those officials.

if you are 65 or older or disabled and received the $10,000 school tax exemption on your home last year from the school listed above, your schoal taxes for this
year will not be higher than when you first received the exemption on this home. If you have improved your property (by adding reoms or buildings), your school tax
ceiling may increase for improvements. If you are a surviving spouse age 55 or older, you may retain tha school tax celling.

Conlact the appraisat office if you disagree with this year's proposed value for your property or if you have any problems with the propeity description or
address information. If the problem cannot be resolved, you have a right to schedule a hearing with the appralsal review board {ARB) by filing a WRITTEN protest with
the Board. You may either use the provided form or prepare a letter (including your name, your property's description, and any appraisal office actions with which you
disagree). Your protest must be delivered by mail to the above address or in person at the appralsal district office before the prolest deadline.

If you have any other questions or need more information, please contact the appratsal office at the phone number or addresses lisled above.

‘Sin‘,cerely, .
Thomas R. Hays, RPA
. Chief Appraiser

Enclosure

Protest Deadline: June 4, 2007
ARB Hearings Begin: July 5, 2007

Location of ARE 1333 E. Harrison Rd.
Hearings: Longview, TX 75604

based on legislative action in 2005.

HB 1 enacted by the 78" legislature mandates a reduction of the school tax rate for 2007 and is estimated above
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07263 Constitution Court, Copperas Cove

Executive Director’ s Letter



July 23, 2007

Mr. Emmanuel Glockzin
Constitution Court, Ltd.

P.O. Box 3189

Bryan, TX 77802

Telephone:  (979) 846-8878
Telecopier:  (979) 846-0783

Re: Executive Director Appeal for Constitution Court, TDHCA # 07263

Dear Mr. Glockzin:

Appeal Review

| have reviewed the subject application, as well as your appeal that was received on
July 11, 2007 regarding the underwriting recommendation. Pursuant to the
Department’s rules, Constitution Court was not recommended for a Housing Tax
Credit award for the following reasons:

1 The termination of the HOME application and loss of $2.9M in permanent
funding and the lack of a viable proposed aternative has rendered the
transaction financially infeasible due to the development's inability to repay
the resulting deferred developer fee within 15 years of stabilized operation per
10 TAC 81.32(i)(2).

' The Underwriter's expense to income ratio exceeds the Department's
maximum of 65% (and the Applicant's ratio is right at the maximum) and
therefore cannot be characterized as financialy feasible even if the additional
funds were sourced as a grant pursuant to 10TAC81.32(i)(4).

Y ou have not contested that the application did not satisfy the 65% expense to income
ratio test at application nor have you contested that the development did not satisfy
the Department’s feasibility requirements based on the ability to repay the resulting
deferred developer fee within 15 years of stabilized operation. Rather, you are asking:

That staff look to new information with regard to Annual Operating Expenses,
and accept that the development could now be deemed financially feasible
based on using actual averages for specific line item expenses.



Mr. Emmanuel Glockzin
July 23, 2007

Page 2

You have requested that | consider operating expenses for three properties you
currently operate by looking only at the payroll and property taxes. | recognize that
looking with blinders at only these two line items would suggest the potential for the
proposed development to operate at alower level of expenses, all else held equal. The
reality is, however, that only two (Treehouse and Victoria Place) of the three
properties for which you provided 2006 operating data were running as a stabilized
property for the mgority of the year. When looking at the big picture of operations
for these two properties the total audited operating expense per unit was $3,635 and
$3,549 without considering the required $250 per unit for replacement reserves. This
compares to $3,468 per unit with replacement reserve estimate attributed to you in the
underwriting report and does not support your claim that Constitution Court can be
operated at alower overall expense per unit.

As importantly, you have not indicated how reducing expenses to just below the 65%
expense to income ratio threshold alone will resolve the development’s financial
feasibility issue, as the development would still not be recommended for funding
based on the inability to repay deferred developer fee within 15 years of stabilized
operation. Y ou have provided no alternative to fill such alarge gap of financing and
therefore do not meet the minimum readiness to proceed requirements under the QAP
in 10 TAC849.9(h)(7)(C) nor the financia feasibility requirements under 10 TAC
81.32(i)(2).

| have determined that the Department’s rules and guidelines were applied evenly,
fairly, and as originally intended during the course of the underwriting analysis and in
making the recommendation.

Appeal Deter mination
The appeal is denied.

Pursuant to Title 10 Texas Administrative Code Section 1.7 you have requested that
your appeal, if denied by me, be filed with the Board and heard at its next regularly
scheduled meeting. This appea will be considered by the Board at the July 30, 2007
Board meeting.

If you have questions or comments, please call me or Tom Gouris, Director of our
Real Estate Analysis Division at (512) 475-1470.

Sincerely,

Michael Gerber
Executive Director

MGG: DUT



07263 Constitution Court, Copperas Cove

Underwriting Report



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 06/29/07 PROGRAM: 9% HTC/HOME FILE NUMBER: 07263

DEVELOPMENT

Constitution Court

Location:  Constitution Drive Region: 8

City: Copperas Cove County: Coryell Zip: 76522 |:| QCT |:| DDA

Key Attributes: Multifamily, Family, New Construction, Urban/Exurban, CHDO

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term Amount Interest |JAmort/Term
HOME Activity Funds $2,900,000 0.00% 420/420 $0
HOME CHDO Operating Expenses $50,000 $0
Housing Tax Credit (Annual) $991,075 $0

NOT RECOMMENDED DUE TO THE FOLLOWING:

d The termination of the HOME application and loss of $2.9M in permanent funding and the lack of a
viable proposed alternative has rendered the transaction financially infeasible due to the
development's inability to repay the resulting deferred developer fee within 15 years of stabilized
operation per 10 TAC 81.32(i)(2).

d The Underwriter's expense to income ratio exceeds the Department's maximum of 65% (and the
Applicant's ratio is right at the maximum) and therefore cannot be characterized as financially feasible
even if the additional funds were sourced as a grant pursuant to 10TAC81.32(i)(4).

SHOULD THE BOARD APPROVE THIS AWARD, THE BOARD MUST WAIVE ITS RULES FOR THE ISSUES
LISTED ABOVE AND SUCH AN AWARD SHOULD BE CONDITIONED UPON THE FOLLOWING:

1 A housing tax credit allocation not to exceed $903,394 annually for ten years.

2 Receipt, review, and acceptance prior to Board approval of an allocation to this development, of
written commitment acceptable to TDHCA for funds totaling a minimum of $1,315,300 of currently
unsourced funds which are in addition to deferred developer fee of $859,605 and additional
permanent debt of $553,000 or some combination acceptable to TDHCA.

3 Receipt, review, and acceptance by carryover of documentation confirming that the seller will not
have an ongoing interest in the development following the close of the sale of the property.

4 Receipt, review, and acceptance by carryover of documentation verifying the appropriate re-zoning
of the site for the use as planned.

5 Receipt, review and acceptance by carryover of evidence that construction of the proposed road
(Constitution Drive extension/US 190 Reliever bypass) will be completed in conjunction with the
proposed development, and evidence that the associated costs are not a part of the eligible basis
costs claimed by the Applicant.

1o0f12
07263 Constitution Court.xls,
printed: 7/3/2007




6 Receipt, review, and acceptance by cost certification of documentation verifying that the subject
property will have access to the dedicated roadway as indicated in the Schedule B title item. Also,
documentation that all requirements indicated in Schedule C item 5 have been met, including the
submission of a survey plat, with correct description of the property, showing all easements, and access
to the dedicated roadway, all requirements to obtain and place of record, payment of all taxes
including 2006, and issuance of a waiver of inspection.

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

SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 6
50% of AMI 50% of AMI 81
60% of AMI 60% of AMI 21
PROS CONS
d The subject represents the first tax credit d The Development is not financially feasible
development in Copperas Cove. based upon this analysis and several

Department standards including: repayment of
deferred developer fee in less than 15 years,
expense to income ratio exceeding 65%.

d The developer has a considerable amount of d The Development has a need for a large soft
experience in the affordable housing debt or grant funding source that cannot be
development and the capacity to support a funded out of deferred developer fee and no
transaction if necessary. viable alternative (other than the terminated

HOME application) has been suggested.

PREVIOUS UNDERWRITING REPORTS

None.

20of 12
07263 Constitution Court.xls,
printed: 7/3/2007




DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

—Soolicant
Constitution Court |
I

T Development Dwner
Constitution Court, Ltd. (to be formed)

.01% General Partners 1 29.99% Limifed Pariner |
Organizations 1.1 and 1.2 Crganization 2.1
Boston Capital Corporation |

e
i |

Crrganization 1.1 ‘ Urganizaiidr:u i

Shalter the Homeless Cambridge |nteresis, Inc.
International Projects 49% Co-General Partner

Il 51% General Partner (Gl i) |

" Principal 1 o Principal 1
Crganization 1.1 Oiganization 1.2
Maria L. Marinez, President Elaina D. Glockzin, Presidant
Secretary - 51% Owner |

Frincigal 2 T Principal 2 ]
Crganization 1.1 Organization 1.2

John Hamilton, Vice = Emanuel H. Glockzin, Jr |

Prasident V. Pres, Treas, 49% Owner |

Crganization 1.1

‘ Frincipal 3 ‘
|_Marjorte Morris, Sec./Treas.

CONTACT
Contact: Emmanuel Glockzin, Jr Phone: (979) 846-8878 Fax: (979) 846-0783
Email: housing@edgproperties.net
KEY PARTICIPANTS

Name Net Assets Liquidity? # of Complete Developments
Shelter the Homeless $177,311 $65,889 1 awarded tax credit development
Cambridge Interests, Inc. $365,151 $175,037 3 awarded tax credit developments
Homestead Dvlp Group Ltd. $449,327 $438,095 Not provided

3 awarded, 23 completed tax credit and 1 HOME only
Brazos Valley Construction, Inc $1,416,469 $219,399 developments

3 awarded, 23 completed tax credit and 1 HOME only
Emmanuel & Elaina Glockzin CONFIDENTIAL developments

1 Liquidity = Current Assets - Current Liabilities
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IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, property manager, and supportive services provider are
related entities. These are common relationships for HTC-funded developments.

d The seller Copperas Cove Economic Development Corporation, could be regarded as a related party
as they also plan to provide In-Kind Contributions used for QAP 9% competitive points purposes;
however, the Underwriter does not believe this a true identity of interest given that they do not maintain
a financial stake in the applicant, the development team or in the operations of the property once it is
completed. In order to confirm this is the case, receipt review and acceptance of a certification from
the seller confirming that they will not have an ongoing interest in the development following the close
of the sale of the property is a condition of this report.
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PROPOSED SITE

SITE PLAN
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BUILDING CONFIGURATION

Building Type I M \ \% Total
Floors/Stories 2 2 2 2 Buildings
Number 1 5 2 1 9
BR/BA SF Units Total Units Total SF
1/1 834 8 4 8 24 20,016
2/2 1,192 8 8 4 60 71,520
3/2 1,359 4 4 24 32,616
Units per Building 12 12 12 12 108 124,152
SITE ISSUES
Total Size: 10.3 acres Scattered site?
Flood Zone: Zone C Within 100-yr floodplain?
Zoning: B-4 Business Dist. Needs to be re-zoned? |:| N/A
Comments:

The property is presently zoned Business. The applicant is requesting a change in zoning to Multifamily.
Receipt, review, and acceptance by carryover of documentation verifying the appropriate re-zoning
of the site for the use as planned is a condition of this report.

Also, it appears that a road will be constructed adjacent to the site to provide access from Constitution
Drive to US Highway 190. Itis not clear if the cost to construct the road will be paid by the Applicant or
the City. Receipt, review and acceptance of evidence that the construction of the proposed road
(Constitution Drive extension/US 190 Reliever bypass) will be completed in conjunction with the
proposed development, and evidence that the associated costs are not a part of the eligible basis
costs claimed by the Applicant are a condition of this report.

TDHCA SITE INSPECTION

Inspector: Manufactured Housing Staff Date:  5/3/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North:  Vacant/unimproved land

South:  Fort Hood

East: Fort Hood

West: Vacant/unimproved land

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider:  Hodges Engineering, Inc Date:  4/2/2007
Recognized Environmental Concerns (RECs) and Other Concerns:
d None.

MARKET HIGHLIGHTS
Provider:  Allen & Associates Consulting Date:  3/31/2007
Contact:  Jeffrey Carroll Phone: (704) 905-2276 Fax: (704) 708-4261
Number of Revisions: 0 Date of Last Applicant Revision: N/A
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Primary Market Area (PMA):

210.10 square miles ~8.21 mile radius

The market area is generally defined by all or a portion of the following census tracts: 231.02, 231.04,
105, 106.01, 106.02, 107.01, 107.02, 108.01, 108.02, and 9503 located in Bell, Coryell and Lampasas
Counties. (p. 46)
Secondary Market Area (SMA):
The Market Analyst indicated that a more precise secondary market area for this project could not be
defined and therefore, it was disregarded. (p. 46)

07263 Constitution Court.xls,
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PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name File # L(;tiflsl Cuc;?;p Name File # L(;tiflsl - (i;(;]?:sp
None Comparable No Secondary Market
INCOME LIMITS
Coryell
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $10,450 $11,900 $13,400 $14,900 $16,100 $17,300
50 $17,350 $19,850 $22,300 $24,800 $26,800 $28,750
60 $20,820 $23,820 $26,760 $29,760 $32,160 $34,500
MARKET ANALYST'S PMA DEMAND by UNIT TYPE
Unstabilized
Unit Type I;i;ﬁ;i; DGerrcT)]v;/:; DSrtnhaer: d D;;t;lll d Subject Units|Comparable| Capture Rate
(PMA)
1 BR/30% Rent Limit 29 29 2 0 %
1 BR/50% Rent Limit 54 54 17 0 31%
1 BR/60% Rent Limit 80 80 5 0 6%
2 BR/30% Rent Limit 58 58 2 0 3%
2 BR/50% Rent Limit 118 118 47 0 40%
2 BR/60% Rent Limit 153 153 11 0 %
3 BR/30% Rent Limit 47 47 2 0 4%
3 BR/50% Rent Limit 101 101 17 0 17%
3 BR/60% Rent Limit 126 126 5 0 4%
OVERALL DEMAND
HoLi:agheotlds Household Size | Income Eligible Tenure Demand
PMA DEMAND from TURNOVER
Market Analyst p. 115 The Market Analyst only identified project-specific demand for each unit/income type
Underwriter o0 23,744 | 96% 22,766 | 34% 7,678 | 43% 3,302 | 50% 1,641
PMA DEMAND from HOUSEHOLD GROWTH
Market Analyst p. 115 The Market Analyst only identified project-specific demand for each unit/income type
Underwriter | 96% 535 | 34% 173 | 43% 74 | 100% 74
INCLUSIVE CAPTURE RATE
Unstabilized | Unstabilized Total Inclusive
Subject Units| Comparable|Comparable| Total Supply| Demand Capture Rate
(PMA) (25% SMA) (W/25% of SMA)
Market Analyst p. 115 108 0 0 108 766 14.10%
Underwriter 108 0 0 108 1,715 6.30%
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The Market Analyst used a more innovative method for determining demand than what is typical of
market studies for Texas tax credit developments. The Market Analyst calculated the demand for
each unit type and income level and then summed these individual demand amounts.
Unfortunately, the Market Analyst did not provide the raw data detail for all of the calculations with
this approach. It would seem obvious that some units would have overlapping demand from the
same household size. The underwriter used less specific data that was available in the market study
to conclude ample demand to support an acceptable inclusive capture rate.

Primary Market Occupancy Rates:
"Occupancies by rent type for stabilized family properties follow: Market rate, 88.5% (1223 units in
sample); restricted rents, 90.0% (30 units in sample); and subsidized rents, 100.0% (50 units in sample).
Overall market occupancies for all properties .stand at 88.2% (1382 units in sample). Overall market
occupancies for stabilized properties currently stand at 89.1% (1352 units in sample).” (p. 77)

Absorption Projections:
"We estimate a 14-month absorption period and an average absorption rate of 6.94 units per month to
stabilization for the subject property. The absorption period breaks down by unit type and income level
as follows: 2 month(s) for 1BR units at 30% of AMI; 14 month(s) for 1BR units at 50% of AMI; 3 month(s) for
1BR units at 60% of AMI; 1 month(s) for 2BR units at 30% of AMI; 14 month(s) for 2BR units at 50% of AMI; 3
month(s) for 2BR units at 60% of AMI; 1 month(s) for 3BR units at 30% of AMI; 5 month(s) for 3BR units at
50% of AMI; and 1 month(s) for 3BR units at 60% of AML" (p.127)

RENT ANALYSIS (Tenant-Paid Net Rents)

Unit Type (% AMI) Proposed Rent ’\:;(?rﬁnr; Market Rent Und(;(r:\r/]:tlng Sav;agrigtver
1BR 834SF 30% $208 $208 $600 $208 $392
1BR 834SF 50% $394 $394 $600 $394 $206
1BR 834SF 60% $478 $487 $600 $487 $113
2BR 1,192 SF  30% $244 $244 $700 $244 $456
2BR 1,192 SF  50% $466 $466 $700 $466 $234
2BR 1,192 SF  60% $578 $578 $700 $578 $122
3 BR 1,359 SF 30% $261 $261 $760 $261 $499
3 BR 1,359 SF 50% $519 $519 $760 $519 $241
3 BR 1,359 SF 60% $648 $648 $760 $648 $112

Market Impact:
"While we believe that this property is feasible from a market standpoint as proposed, in our opinion it
will draw residents from other properties in the immediate area. Most of these properties are market rate
and will experience a modest adverse impact (1 to 2 percent occupancy decline) from this
development." (p. 13)

Comments:
While the Market Analyst did not provide the raw data that would allow the market study to be
considered a fully self contained study from the Department's perspective, it provided sufficient
information on which to potentially base a funding recommendation.

OPERATING PROFORMA ANALYSIS

Income: Number of Reuvisions: 1 Date of Last Applicant Revision: 4/25/2007

The Applicant’s projected rents collected per unit were calculated by subtracting "All Electric" tenant-
paid utility allowances as of April 1, 2006, maintained by The City of Copperas Cove, from the 2007
program gross rent limits. The HOME rents do not at this time impact the HTC rents because the HTC
rents are equal to or less than the HOME rents for the proposed HOME units. Tenants will be required to
pay electric utility costs only.
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The Applicant’s secondary income and vacancy and collection loss assumptions are in line with current
TDHCA underwriting guidelines, and effective gross income is within 5% of the Underwriter's estimate.

Expense: Number of Revisions: 1 Date of Last Applicant Revision: 4/25/2007

The Applicant’s total annual operating expense projection at $3,468 per unit is within 5% of the
Underwriter’s estimate of $3,630, derived from the TDHCA database, and third-party data sources. The
Applicant’s revised budget shows several line item estimates, however, that deviate significantly when
compared to the database averages, specifically: General & Administrative ($9K higher), Payroll and
Payroll Tax ($21K lower), and Property Tax ($12K lower). Also, it appears the Applicant has understated
TDHCA compliance fees.

Conclusion:
The Applicant’s total operating expense and net operating income are not within 5% of the
Underwriter’s estimates; therefore, the Underwriter's year one proforma will be used to determine the
development's debt capacity.

Assuming debt service from both the conventional source of permanent financing and the requested
HOME funds, the development would have a debt coverage ratio below the TDHCA minimum
requirement of 1.15. However, the Development is not recommended for TDHCA HOME funding as the
application did not score the minimum 70 points required by the Department's HOME rules. Therefore,
there will be no debt service associated with a HOME loan at the present time.

The debt service for only the conventional source of financing coupled with the Underwriter's Year One
proforma results in a DCR above the TDHCA maximum guideline of 1.35. Therefore, the recommended
financing structure reflects an increase in the permanent mortgage based on the interest rate and
amortization period indicated in the permanent financing documentation submitted at application.
This is discussed in more detail in the conclusion to the “Financing Structure Analysis” section (below).

Feasibility:
The Underwriter's proforma results in an expense to income ratio of 67.97%, which is above the
Department's 65% maximum. Pursuant to 2007 Real Estate Analysis Guidelines §1.32(i)(4), a
development cannot be recommended for funding if the Year One proforma results in an expense to
income ratio above 65%. In this case, the Underwriter's Year One proforma would be used to determine
the financial feasibility of the development. Therefore, the subject application is not recommended for
an allocation of 9% Housing Tax Credits.

The underwriting 30-year proforma utilizes a 3% annual growth factor forincome and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expenses, net operating income and revised annual
debt service were utilized resulting in a debt coverage ratio that remains above 1.15 with continued
positive cashflow.

ACQUISITION INFORMATION

ASSESSED VALUE
Land Only: 11.407 acres $910,650 Tax Year: 2006
1 acre: $79,833 Valuation by: Coryell CAD
Total Prorata: 10.3 acres $822,275 Tax Rate: 2.94907

EVIDENCE of PROPERTY CONTROL

Type: Unimproved Commercial Property Acreage: 10.3
Contract Expiration: 10/30/2007 Valid Through Board Date? Yes |:| No
Acquisition Cost: $550,000 Other:
Copperas Cove
Seller:  Economic Development Corp. Related to Development Team? Yes |:| No
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TITLE

Comments:
Schedule B, item 10a of the titte commitment indicates that the subject property does not have access
to a dedicated roadway. Also, Schedule C, item 5 lists several items of concern that may not currently
be resolved. The Underwriter has asked the Applicant for clarification on these items. The Applicant is
working to address them. Receipt, review, and acceptance of documentation verifying the title items
have been resolved is a condition of this report.

CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision: N/A

Acquisition Value:

The site cost of $53,398 per acre or $5,093 per unit is assumed to be reasonable since the acquisition is
an arm’s-length transaction.

Sitework Cost:

The Applicant’s claimed sitework costs of $7,500 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 $828K or 13% higher than the Underwriter’s Marshall
& Swift Residential Cost Handbook-derived estimate.

Ineligible Costs:
The Applicant included $15K in bridge loan interest as an eligible cost. These costs are regarded to be
ineligible because no evidence of a bridge loan other than the lumber company loan and the First
Victoria loans were provided. The syndication commitment does not include a bridge loan but rather,
indicates that the equity proceeds will be front end loaded eliminating the need for such a bridge loan;
therefore, the Underwriter reduced the Applicant’s eligible basis by an equivalent amount.

Contingency & 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 is not within 5% of the Underwriter’s estimate; therefore, the
Underwriter’s cost schedule will be used to determine the development’s need for permanent funds
and to calculate eligible basis. An eligible basis of $10,566,015 supports annual tax credits of $903,394.
This figure will be compared to the Applicant’s request and the tax credits calculated based on the gap
in need for permanent funds to determine the recommended allocation.

FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 1 Date of Last Applicant Revision: 4/18/2007
Source: Calloway Lumber Company Type: Pre-Development Financing
Principal: $300,000 Interest Rate:  10.0% Fixed Term: 1 month
Comments:

In the form of a pre-development loan for the purchase of lumber; 1 month term, with one 30 day
extension. It should be noted that this loan is ultimately more costly than the existing construction loan
or alternative financing that may be available. Encouraging local private loans in this case as part of
the local public support is inconsistent with the general concept of an efficient allocation of funds.
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Source: First Victoria National Bank Type: Interim to Permanent Financing

Interim: $1,000,000 Interest Rate: 8.00% Fixed Term: 12 months
Permanent: $1,000,000 Interest Rate: 8.00% Fixed Amort: 360 months
Comments:

Maturity: 16 years from the date of the Loan; Payment Terms: Construction Phase - interest payable
quarterly; Term Phase - monthly principal and interest payments based on a 30-year amortization.

Source: Copperas Cove EDC Type: In-Kind Contribution

Potential housing for workers constructing 90-acre retail
Principal: $570,560 Conditions: development
Comments:

Source is also current owner of subject site; For the cost of infrastructure improvements to include
extending the roadway to the development, along with water and sewer. City does not have funds,
yet; will apply for a federal Economic Administration Grant.

Source: Boston Capital Corporation Type: Syndication
Proceeds: $8,523,242 Syndication Rate: 86% Anticipated HTC: $ 991,075
Comments:

The syndication price is at the low end of current market prices and any increase in rate could reduce
the final allocation of credits since there is little to no deferred developer fee to absorb excess
syndication proceeds.

Amount: $139,658 Type: Deferred Developer Fees

CONCLUSIONS

Recommended Financing Structure:
The Applicant's request for $2.9M in TDHCA HOME funds cannot be considered viable in this
underwriting analysis because that application was terminated. The Applicant appealed this decision,
but during the June 14, 2007 Board meeting, the Board denied the appeal.

The HOME funds initially accounted for 23% of the total development cost, thus the loss of the
anticipated HOME funds with no readily available substitute requires a significant restructuring of the
permanent financing. The Underwriter 's analysis reflects that the absence of the HOME funds or a
significant substitute causes the transaction to be infeasible. In response to the Underwriter's request for
additional information regarding the Applicant's intentions to obtain the additional funds through
another source, the Applicant only indicated the possibility of utilizing unused TDHCA HOME funds at
some point in the future. There is currently an open HOME funding cycle for housing funds tied to
economic development, however the Applicant may not qualify for those funds. The next HOME
funding opportunity for funds for which the applicant may qualify will likely not open until well after the
funding decision must be made for the subject.

While it is evident that the development demonstrates a need for additional permanent funds, the
proposed terms of 0% interest amortized fully over a 35-year repayment term results in a debt coverage
ratio below the Department’s minimum guideline of 1.15. Therefore, should the Applicant obtain the
additional permanent funds through an alternate source, the underwriting analysis assumes a
modification in the proposed terms to 0% interest non-amortizing, deferred forgivable loan or a grant for
a significant portion of those funds. The effects of this structure is discussed in more detail in the
"Alternative Financing Structure" section below.

Without the HOME funds or any alternative soft financing, the proforma and proposed debt service for

only the conventional loan would result in a debt coverage ratio (DCR) above the current underwriting
maximum guideline of 1.35. Therefore, the recommended financing structure would reflect an increase
in the permanent loan amount to $1,553,000 based on the terms reflected in the application materials.
As a result, the development’s gap in financing will decrease.
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The Underwriter’s total development cost estimate less the adjusted permanent loan of $1,553,000
indicates the need for $9,943,316 in gap funds. Based on the submitted syndication terms, a tax credit
allocation of $1,156,316 annually would be required to fill this gap in financing. Of the three possible tax
credit allocations, Applicant’s request ($991,075), the gap-driven amount ($1,156,316), and eligible basis-
derived estimate ($903,394), the eligible basis-derived estimate of $903,394 would be recommended.

The Underwriter’s financing structure indicates the need for $2,174,905 in additional permanent funds.
Deferred developer fees in this amount do not appear to be repayable from development cashflow
within 15 years of stabilized operation. Therefore, the development must be characterized as infeasible
according to §1.32(i)(2) of Department Rules and cannot be recommended for funding.

Alternative Financing Structure:
The Applicant has indicated only an uncertain possibility of obtaining the additional permanent funds
needed to make the transaction viable, and no written commitment for these funds has been provided.
The need for this source of funds from a financial feasibility stand point is evident, as described above.
Therefore, it is a condition of this report that prior to Board approval of a tax credit allocation to this
development, a written commitment acceptable to TDHCA be provided by an acceptable alternative
source, for the purpose of permanent funding at rates and terms acceptable to TDHCA, specifically; the
terms would likely not be able to exceed a 0% interest loan amortizing over 40 years in an amount not
more than $2,727,905.

The additional funds, if from a HOME source could be structured as a forgivable loan or grant without
impacting the eligible credit amount since the Applicant has elected to set-aside at least 40% of the
units with rents and income restricted to 50% of AMI. In addition, as the development does not qualify
for a 30% boost, loss of the boost due to federally-sourced below-market funding would be a non-issue.
This structure allows the development to avoid a decrease in their eligible basis for tax credit purposes
should the funds be federally-sourced. Any other federal sourced grant or below market rate loan
would negatively impact the eligible credit allocation that may be available to the development.

Another alternative structure considering the increased conventional debt amount of $1,553,000
discussed above, would require a minimum HOME forgivable cash flow loan, or grant of $1,315,300 to
allow the marginal repayment of deferred developer fees within 15 years of stabilized operation (this
would be the maximum amount of deferred developer fee that could be deferred under this scenario).

Under either of these alternatives the eligible basis-derived estimate ($903,394) still would be the lesser of
the three approaches to determine the credit amount and therefore the most amount that could be
recommended under the Department's rules. Again, if another alternative is presented which includes
below market rate loans or grants from sources other than from a HOME source, it is very likely that the
credit amount would be reduced either because the development would only be eligible for the 4%
credit or because the amount of the below market rate funds would need to be removed from eligible
basis in order to continue to qualify for the 9% credits.

However, under any alternative financing structure the development would still not be recommended
for a tax credit allocation as the Underwriter's expense to income ratio is above the Department's
maximum of 65% and no ongoing operating subsidy is being proposed to maintain the development's
long term viability.

Underwriter: Date: June 29, 2007
Diamond Unique Thompson

Reviewing Underwriter: Date: June 29, 2007
Lisa Vecchietti

Director of Real Estate Analysis: Date: June 29, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS
Constitution Court, Copperas Cove, 9% HTC/HOME #07263

Type of Unit Other Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% LH 2 1 1 834 $279 $208 $416 $0.25 $71.00 $47.50
TC 50% LH 17 1 1 834 $465 394 6,698 0.47 71.00 47.50
TC 60% 5 1 1 834 $558 487 2,435 0.58 71.00 47.50
TC 30% LH 2 2 2 1,192 $335 244 488 0.20 91.00 52.80
TC 50% LH 47 2 2 1,192 $557 466 21,902 0.39 91.00 52.80
TC 60% 11 2 2 1,192 $669 578 6,358 0.48 91.00 52.80
TC 30% LH 2 3 2 1,359 $387 261 522 0.19 126.00 57.50
TC 50% LH 17 3 2 1,359 $645 519 8,823 0.38 126.00 57.50
TC 60% 5 3 2 1,359 $774 648 3,240 0.48 126.00 57.50

TOTAL: 108 AVERAGE: 1,150 $471 $50,882 $0.41 $94.33 $52.67
INCOME Total Net Rentable Sq Ft: 124,152 TDHCA APPLICANT COUNTY IREM REGION ~ COMPT. REGION
POTENTIAL GROSS RENT $610,584 $610,044 Coryell 8

Secondary Income Per Unit Per Month: $10.00 12,960 12,960 $10.00 Per Unit Per Month

Other Support Income: 0 0 $0.00 Per Unit Per Month

POTENTIAL GROSS INCOME $623,544 $623,004
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (46,766) (46,728) -7.50% of Potential Gross Income
Employee or Other Non-Rental Units or Concessions 0 0

EFFECTIVE GROSS INCOME $576,778 $576,276

EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 5.03% $268 0.23 $28,986 $38,231 $0.31 $354 6.63%

Management 5.00% 267 0.23 28,839 32,400 0.26 300 5.62%

Payroll & Payroll Tax 15.92% 850 0.74 91,836 70,500 0.57 653 12.23%

Repairs & Maintenance 7.62% 407 0.35 43,979 50,266 0.40 465 8.72%

Utilities 5.30% 283 0.25 30,564 33,900 0.27 314 5.88%

Water, Sewer, & Trash 8.27% 442 0.38 47,725 39,372 0.32 365 6.83%

Property Insurance 4.97% 265 0.23 28,658 32,212 0.26 298 5.59%

Property Tax 2.94907 9.39% 501 0.44 54,145 42,000 0.34 389 7.29%

Reserve for Replacements 4.68% 250 0.22 27,000 27,000 0.22 250 4.69%

TDHCA Compliance Fees 0.75% 40 0.03 4,320 2,700 0.02 25 0.47%

Other: Supp Serv, Cable, Security 1.04% 56 0.05 6,000 6,000 0.05 56 1.04%

TOTAL EXPENSES 67.97% $3,630 $3.16 $392,052 $374,581 $3.02 $3,468 65.0003%
NET OPERATING INC 32.03% $1,710 $1.49 $184,726 $201,695 $1.62 $1,868 35.00%
DEBT SERVICE

First Victoria Natl. Bank 15.27% $815 $0.71 $88,052 $88,830 $0.72 $823 15.41%
TDHCA- Home Funds 14.37% $767 $0.67 82,857 82,857 $0.67 $767 14.38%
Additional Financing 0.00% $0 $0.00 0 0 $0.00 $0 0.00%
NET CASH FLOW 2.40% $128 $0.11 $13,818 $30,008 $0.24 $278 5.21%
AGGREGATE DEBT COVERAGE RATIO 1.08 1.17

RECOMMENDED DEBT COVERAGE RATIO 1.35

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) 4.78% $5,093 $4.43 $550,000 $550,000 $4.43 $5,093 4.38%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 7.05% 7,500 6.52 810,000 810,000 6.52 7,500 6.45%
Direct Construction 55.40% 58,974 51.30 6,369,210 7,197,460 57.97 66,643 57.29%
Contingency 2.56% 1.60% 1,699 1.48 183,540 183,540 1.48 1,699 1.46%
Contractor's Fees 14.00% 8.74% 9,306 8.10 1,005,089 1,120,000 9.02 10,370 8.92%
Indirect Construction 6.65% 7,083 6.16 765,000 765,000 6.16 7,083 6.09%
Ineligible Costs 1.15% 1,221 1.06 131,900 131,900 1.06 1,221 1.05%
Developer's Fees 15.00% 11.99% 12,761 11.10 1,378,176 1,500,000 12.08 13,889 11.94%
Interim Financing 0.48% 509 0.44 55,000 55,000 0.44 509 0.44%
Reserves 2.16% 2,300 2.00 248,401 250,000 2.01 2,315 1.99%
TOTAL COST 100.00% $106,447 $92.60 $11,496,316 $12,562,900 $101.19 $116,323 100.00%
Construction Cost Recap 72.79% $77,480 $67.40 $8,367,839 $9,311,000 $75.00 $86,213 74.12%
SOURCES OF FUNDS RECOMMENDED

First Victoria Natl. Bank 8.70% $9,259 $8.05 $1,000,000 $1,000,000 $1,553,000 Developer Fee Available
TDHCA- Home Funds 0.00% $0 $0.00 0 2,900,000 0 $1,500,000

HTC Syndication Proceeds 74.14% $78,919 $68.65 8,523,242 8,523,242 7,768,411 % of Dev. Fee Deferred
Deferred Developer Fees 1.21% $1,293 $1.12 139,658 139,658 859,605 57%
Additional (Excess) Funds Req'd 15.95% $16,976 $14.77 1,833,416 0 1,315,300 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $11,496,316 $12,562,900 $11,496,316 $859,605
TCSheet Version Date 6/5/06tg Page 1 07263 Constitution Court.xls Print Date7/2/2007 5:25 PM




MULTIFAMILY COMPARATIVE ANALYSIS (continued)
Constitution Court, Copperas Cove, 9% HTC/HOME #07263

DIRECT CONSTRUCTION COST ESTIMATE

Marshall & Swift Residential Cost Handbook PAYMENT COMPUTATION
Average Quality Multiple Residence Basis
CATEGORY FACTOR | UNITS/SQ FT PER SF AMOUNT Primary $1,000,000 Amort 360
Base Cost [ $53.31 $6,619,139 Int Rate 8.00% DCR 2.10
Adjustments
Exterior Wall Finish 6.00% $3.20 $397,148 Secondary $2,900,000 Amort 420
Elderly 0.00 0 Int Rate Subtotal DCR 1.08
9-Ft. Ceilings 3.75% 2.00 248,218
Roofing 0.00 0 Additional $8,523,242 Amort
Subfloor (1.24) (153,328) Int Rate Aggregate DCR 1.08
Floor Cover 2.43 301,689
Breezeways/Balconies $31.31 27,099 6.83 848,322 RECOMMENDED FINANCING STRUCTURE:
Plumbing Fixtures $805 252 1.63 202,860
Rough-ins $400 108 0.35 43,200 Primary Debt Service $136,744
Built-In Appliances $1,850 108 1.61 199,800 Secondary Debt Service 0
Exterior Stairs $1,800 18 0.26 32,400 Additional Debt Service 0
Enclosed Corridors 0.00 0 NET CASH FLOW $47,982
Heating/Cooling 1.90 235,889
Garages/Carports 0.00 0 Primary $1,553,000 Amort 360
Comm &/or Aux Bldgs $65.99 3,787 2.01 249,885 Int Rate 8.00% DCR 1.35
Other: fire sprinkler 0.00 0
SUBTOTAL 74.31 9,225,224 Secondary $0 Amort
Current Cost Multiplier 0.98 (1.49) (184,504) Int Rate Subtotal DCR 1.35
Local Multiplier 0.87 (9.66) (1,199,279)
TOTAL DIRECT CONSTRUCTION COSTS $63.16 $7,841,440 Additional $8,523,242 Amort 0
Plans, specs, survy, bld prmts 3.90% ($2.46) ($305,816), Int Rate 0.00% Aggregate DCR 1.35
Interim Construction Interest 3.38% (2.13) (264,649)
Contractor's OH & Profit 11.50% (7.26) (901,766)|
NET DIRECT CONSTRUCTION COSTS $51.30 $6,369,210

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 $610,584 $628,902 $647,769 $667,202 $687,218 $796,674 $923,563 $1,070,663 $1,438,881
Secondary Income 12,960 13,349 13,749 14,162 14,587 16,910 19,603 22,725 30,541
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 623,544 642,250 661,518 681,363 701,804 813,583 943,166 1,093,388 1,469,422
Vacancy & Collection Loss (46,766) (48,169) (49,614) (51,102) (52,635) (61,019) (70,737) (82,004) (110,207)
Employee or Other Non-Rental Units or Cc 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME $576,778 $594,082 $611,904 $630,261 $649,169 $752,565 $872,429 $1,011,384 $1,359,216
EXPENSES at 4.00%
General & Administrative $28,986 $30,145 $31,351 $32,605 $33,909 $41,256 $50,194 $61,068 $90,396
Management 28,839 29,704 30,595 31,513 32,458 37,628 43,621 50,569 67,961
Payroll & Payroll Tax 91,836 95,509 99,330 103,303 107,435 130,711 159,030 193,484 286,404
Repairs & Maintenance 43,979 45,739 47,568 49,471 51,450 62,596 76,158 92,658 137,156
Utilities 30,564 31,787 33,058 34,380 35,756 43,502 52,927 64,394 95,318
Water, Sewer & Trash 47,725 49,634 51,619 53,684 55,831 67,927 82,644 100,549 148,838
Insurance 28,658 29,805 30,997 32,237 33,526 40,790 49,627 60,379 89,375
Property Tax 54,145 56,311 58,563 60,906 63,342 77,065 93,761 114,075 168,859
Reserve for Replacements 27,000 28,080 29,203 30,371 31,586 38,429 46,755 56,885 84,204
Other 10,320 10,733 11,162 11,609 12,073 14,689 17,871 21,743 32,184
TOTAL EXPENSES $392,052 $407,445 $423,446 $440,078 $457,366 $554,593 $672,589 $815,804 $1,200,695
NET OPERATING INCOME $184,726 $186,636 $188,458 $190,183 $191,803 $197,971 $199,840 $195,580 $158,521
DEBT SERVICE
First Lien Financing $136,744 $136,744 $136,744 $136,744 $136,744 $136,744 $136,744 $136,744 $136,744
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 $47,982 $49,892 $51,713 $53,439 $55,058 $61,227 $63,096 $58,836 $21,776
DEBT COVERAGE RATIO 1.35 1.36 1.38 1.39 1.40 1.45 1.46 1.43 1.16
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HTC ALLOCATION ANALYSIS -Constitution Court, Copperas Cove, 9% HTC/HOME #07263

TCSheet Version Date 4/11/05tg

Page 1

07263 Constitution Court.xls Print Date7/2/2007 5:26 PM

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land | $550,000 $550,000
Purchase of buildings
Off-Site Improvements
Sitework $810,000 $810,000 $810,000 $810,000
Construction Hard Costs $7,197,460 $6,369,210 $7,197,460 $6,369,210
Contractor Fees $1,120,000 $1,005,089 $1,120,000 $1,005,089
Contingencies $183,540 $183,540 $183,540 $183,540
Eligible Indirect Fees $765,000 $765,000 $765,000 $765,000
Eligible Financing Fees $55,000 $55,000 $55,000 $55,000
All Ineligible Costs $131,900 $131,900
Developer Fees
Developer Fees $1,500,000 $1,378,176 $1,500,000 | $1,378,176
Development Reserves $250,000 $248,401
TOTAL DEVELOPMENT COSTS $12,562,900 $11,496,316 $11,631,000 $10,566,015
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 $11,631,000 $10,566,015
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $11,631,000 $10,566,015
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $11,631,000 $10,566,015
Applicable Percentage 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $994,451 $903,394
Syndication Proceeds 0.8599 $8,551,416 $7,768,411
Total Tax Credits (Eligible Basis Method) $994,451 I $903,394 I
Syndication Proceeds $8,551,416 $7,768,411
Requested Tax Credits $991,075
Syndication Proceeds $8,522,390
Gap of Syndication Proceeds Needed $9,943,316
Total Tax Credits (Gap Method) $1,156,316
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Board Item 2a

Presentation, Discussion and Possible Action for the 2007 Competitive Housing Tax
Credits Appeals of Credit Underwriting Reports

07268 Mid-Towne | Apartments, Tomball



Real Estate Analysis Division

BOARD ACTION ITEM
July 30, 2007

ltem

Presentation, discussion and possible action on atimely filed appeal regarding the underwriting
recommendation of a development under the 2007 Competitive Housing Tax Credit program,
#07268 Mid-Towne | Apartments, Tomball, Texas.

Required Action
Approve, deny or approve with amendments a determination on the appeal .

Background

Mr. Dennis Hoover, the principal member of the General Partner of Mid-Towne | Apartments,
the Applicant, submitted an application for funding under the 2007 Competitive Housing Tax
Credit program to acquire and rehabilitate 54 multifamily rental units in Tomball, Texas. The
Applicant requested $285,151 in annual tax credits to support a total development budget of
$3,931,018. The Applicant submitted a proforma which included an expense to income ratio of
79.6% which iswell above the 65% expense to income ratio limit provided for in the 2007 Real
Estate Anaysis Rules and Guidelines 10 TAC81.32(i)(4). In addition, based upon the
Applicant’s initial year proforma and the 3% income and 4% expense growth rate used by the
Department to test future feasibility, the Applicant’s 15 year debt coverage ratio drops below a
1.15 which under 10 TAC81.32(i)(5) requires staff to characterize the development as infeasible
and not recommend funding. While the development will maintain its USDA-RD 515 loan and
has restricted rents monitored by the USDA-RD based upon market conditions and the annual
operating needs of the property, the property has no ongoing operating assistance such as Rental
Assistance or Housing Assistance Program/ project based Section 8 to mitigate the infeasible
finding. Finaly, it should be noted that the last revised rent schedule provided during the
underwriting review process included 8 units targeting 30% households but the Applicant’s
anticipated rent for these units were based upon the USDA basic rents and are significantly
higher. Without project based assistance the Applicant could not charge more than the 30% rent
accounting for an $8,208 reduction in gross income and net operating income.

The Applicant contends that the 65% rule does not work with USDA-RD 515 properties because
the size of the mortgage payment associated with a 1% 50-year loan skews the math such that the
initial debt coverage ratio would have to be 2.20 to meet the expense to income ratio or at least a
1.49 to meet the minimum debt coverage ratio in year 15. The Applicant has indicated the
property has performed well over the last 20 years likely in part due to its proximity to a major
metropolitan area. The Applicant indicates that the Department’ s concerns can be mitigated by
the large margin ($77 to $91 per unit per month) between the proposed basic rent and the much
higher economic or market rents in the area. The Applicant contends that USDA-RD is likely to

lof 2




approved rent increases as needed for the foreseeable future and that with such alarge margin for
possible increases the increase in rent would be readily acceptable in the market place.

The Applicant also contends that the rent schedule with the 8 units restricted at 30% was
provided in error as that was not what was indicated in the original full application. The pre-
application did contain some units restricted at 30% but the full application did not. It islikely
the Applicant would have received a reduced score for such a change but in this sub region there
was an under-subscription for at risk transactions and as such the Applicant’s ultimate score did
not matter.

The current rules in 10 TAC81.32(i)(4) and (5) do not provide the ability for the staff or the
Executive Director mitigate or waive the rule without an ongoing project based operating
subsidy such as rental assistance. Moreover, waiving these rules simply because they have a
below market rate loan from USDA misses the point of the rules which is to ensure that a
property with a high expense to income or low DCR in year 15 has a much higher risk of not
being able to cover its operating expenses in addition to not being able to cover its debt. In order
to waive these rules and stay consistent with the statutory requirement for ensuring long term
feasibility, the Board would have to find that developments with budget based rent restrictions
where a significant margin between the current rent and the market rent have similar risk
mitigation characteristics as those with actual ongoing project based rental assistance.

Recommendation
Staff recommends the Board deny the appeal .

20f 2
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-TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

REAL ESTATE ANALYSIS
Housing Tax Cradit Program — 2007 Application Cycie
L_ln_da:writing Report Notice

Appeal Election Form: 07268 Mid-Towne | Apts Date Notlée Sent: T/MM0/07

I am in receipt of my 2007 Underwriting report notice and have reviewed, the Appeal Policy at
10TAC Section 49.17(b). 1 recognize that should I choose to file an appeal, T must file a formal
appeal to the Executive Director within seven days from the date this Notice was issued and the
Underwriting report was posted to the Department’s web site. I understand that my appeal must

identify my specific grounds for appeal.

If my appeal is denied by the Executive Director, 1

& Do wish to have my appeal to the Board of Directors and request that my appeal be
added to the next available Board of Directors’ meeting agenda. I understand that my
Board appeal documentation must still be submitted by 5:00 p.m, July 20, 2007 to be

included in the Juty 30, 2007 Board book. I understand that if no documentation is -
submiitted, the appeal documentation submitted to the Executive Director will be

utilized. -

_ Wish to wait to hear the Executive Director’s response before deciding on my
appeal to the Board of Directors. :

{4

D Do not wish to appeal to the Board of Directors or Executive Director.

Signed / Q&WMW\ |

Title YM@ wpev \"\\IW\ \)QV\’&_\JYQ§+L\L—<‘-; 6@\,\. %c:ﬁ_f—‘_v\re(

JuL 112007

- Date

Please fax or e-mail to the attention of:
Pam Clayde: (fax) 512.475.3746
(e-mail) pamela.cloyde@tdhea.state.tx.us

!
!

i
I
v




HVM TOMBALL, LTD.
Mid-Towne Apartments )
P.O. Box 190, Burnet Tx 78611 CJUL 18 2007

dennishoover@hamiltonvalley.com DE P UTY E @“

(51 2)756-6309 ext 212 FAX 512-756-9885

July 14, 2007

" Michael Gerber, Executive Director, TDHCA
P.O. Box 13941
Austin, Tx 78711-3941

Re: TDHCA # 07268, Mid Towne | Apartments

Dear Mr. Gerber,

Please accept this letter as a formal appeal of the Underwriting Report. In regard to the
Expense to Income Ratio, the Ratio of 65% does not work for a USDA-RD 515 property.
Mr. Gouris has stated that the rule doesn’t work for 515’s and needs to be adjusted for
next year. Since the size of the mortgage payment, which is a 50-year amortization at
1% interest, is much smaller on a 515 deal, the math of the ratio becomes skewed. For
example, on our property, if we increased income or lowered expenses to meet the 65%
Ratio, then our Debt Service would go up to 2.20 and would be disallowed by REA as

being too rich. -

The other issue raised by the Underwriting Report is the Debt Service Ratio on the 15
year Pro-Forma. Again, RD deals will not pencil out on a 15-year Pro-Forma for the
same reason as above. The actual amount of the margin created by an acceptable Debt
Service Ratio is a much smaller number on a 515 since the mortgage payment is so
much smaller. Our yearly debt service is $38,364. A 30-year 8% yearly mortgage
payment is $123,625. In order for the Debt Coverage Ratio to be at or above 1.15 in
year 15, then the Year One ratio would have to be at 1.49, which would not be allowed

by REA.

The long-term feasibility issue raised by REA is addressed by this fact: The feasibility of
a rent increase almost always exists since RD rents are well below market rents in most
suburban markets. RD must approve any rent increase. This property has performed
well financially for over.20 years. RD 515's rarely ever work out on a 15 year Pro-
Forma, so REA has always required a letter from RD regarding long-term financial
feasibility. That letter is enclosed.

Please consider the unique situation true to RD 515’s and grant our appeal.
Dennis Hoover -

Vice President and Member of the General Partner

Enclosure



HVM TOMBALL, LTD. JUL 18 2007
Mid-Towne Apartments R S

P.0. Box 190, Burnet Tx 78611 DEPUTVED

dennishoover@hamiltonvalley.com

(512)756-6809 ext 212 FAX 512-756-9885

July 16, 2007

Michael Gerber, Executive Director, TDHCA
P.O. Box 13941
Austin, Tx 78711-3941

Re: TDHCA # 07268, Mid Towne | Apartments

Dear Mr. Gerber,

In regard to my letter of July 13, 2007 in regard to the appeal of REA’s Underwriting
Report: My letter stated that our RD rents were significantly lower than the local market
rents, but | didn't include any verification. In page 27 of Rafael Luebbert’s appraisal, he
estimates the rents our apartments would bring in the local market if unrestricted, shown
here as “Economic Rents”. He also includes an average of the area RD Basic Rents,
shown here as “Regional Rate”. The Basic rent is the approved RD rent rate. As you
can see below, we have quite a large margin for possible rent increases in the future.
This addresses the concerns of REA that the property is not feasible on a long-term
basis. -

Economic Regional Qur proposed
' Rents Rate Basic Rent
1 bedroom  $413 $380 $335
2 bedroom  $496 $461 $405
3 bedroom  $557 $589 $480

Si ly,

Dennis Hoover
Vice President and Member of the General Partner

Enclosure



Pamela Cloyde

From: Dennis Hoover [Denn'isHoover@hamiltonvalley.com]

Sent:  Saturday, July 14, 2007 12:36 PM

To: tgouris@tdhca.state.tx.us; pame!a.cloyde@tdhca.sta'te.tx.us'
Cc: Kim Trelber; Emily Farmer; Ben Farmer

Subject; 07268 Mid-Towne | Apts.

Tom and Pam, y ,
Attached is my appeal, a letter from RD and the TDHCA form for notice of appeal.

Tom, In regard to the question about the 30% units, we apparently put 30% on our Pre-App, but put 50% units on our full
Application. _

On the per unit O&M question, our actual O&M last year on this property was $3,364. |f we're forecasting the Expenses for 2008
or 2009, then probably malntenance will go down some, some other things will go up, and the transfer to Reserve will probably
go up per the CNA.

Please contact me with any questions. As always, thanks for your time.

Dennis Hoover

President, Hamilton Valley Management Inc.
P.C.Box 190 -

Burnet, Tx 78611

512-756-8809 ext 212

fax 512-756-9885

cell 830-798-4273
dennishoover@hamilionvalley.com

7/46/2007
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United Statés Department of Agriculture.
Rural Development

Texas State Office

Mr. Benjamin Farmer, President MAR 2 8 2007
HVM Mid-Town I, Ltd.
PO, Box 190

Burnet, TX 78611

Dear Mr. Farmer:
Thank you for your inquiry rcgdrding your plan for the HVYM Mid-Town I, Lid. project.,

To clarify the position of USDA Rural Development on the processing and underwriting of your -
request, we will apply the standards required of us by 7 CER 3560 and our Handbook, HB-3- .
3560. As a part of this underwriting process, we will consider if the project is feasible over the
term you request, which you indicate 15 15 years, Although you have not yet filed a complete
application, preliminary information you have provided, which includes your pro-forma
information, to us suggest that this transfer is feasible with a 15 year term. This is subject to our
complete underwriting of your proposal. :

- Plense feel free to contact me should you require any further information,

Sincerely,

: TER BROCKETTE
- Housing Programg Dirsate

101 Bouth Maln + Fadsral Bullding, Suite 102 + Tampla, TX 76501
Phoha, (254) 742-9770 1 Fax: {254) 742-0725 » TDD: (254) 742-0712+ Web: hipiwww.rurdev.osde.qgv

Cammitied to tha luture of niral canimunities

) ) *USDA is an equal ppperiunity provider. employer snd lender.”
Ta file 5 complatn of disdmination weita USDA, Direstar, Office of Civil Rights, Room 326-W, Whitten Buitding, 14" ang
L Indepandence Avenus, SW. Washington. DG 20250 8410 or call (202) 72(-5864 (voice or TDD)

ThabtA CAGRQNIITOTR NI Lol == Ry = J40 TG W LINMD B IAT VRED 2D L



07268 Mid-Towne | Apartments, Tomball

Executive Director’s Letter



July 23, 2007

Mr. Dennis Hoover
Mid-Towne | Apartments

P.O. Box 190

Burnet, Texas 78611
Telephone:  (512) 756-6809
Telecopier:  (512) 7756-9885

Re: Executive Director Appeal for Mid-Towne Apartments, HTC #07268
Dear Mr. Hoover:

Appeal Review

| have reviewed your appeal that was received on July 14, 2007 and the supplemental
information dated July 16, 2006 regarding the underwriting recommendation which
was sent to you on July 10, 2007 and published on the web on the same day. The
basis for your appeal is that staff should not apply the 65% expense to income ratio or
the 15 year feasibility tests on the subject application because they do not work for
developments funded with USDA-RD 515 program funds. Y ou aso contend that the
development has operated successfully for the past 20 years and will continue to do
so as long as the economic rents in the area are higher than the USDA-RD prescribed
basic rents.

While | understand that the USDA-RD basic rents are monitored and adjusted on an
annual basis by USDA they do not represent rental assistance from USDA or HUD.
Therefore, the subject does not meet the 10 TAC81.32(i)(6) exception for mitigation
of the 65% expense to income ratio or the 15 year feasibility test described in 10
TACS81.32(i)(4) and (5). Despite the credible information in the application and your
appea with regard to the margin between the economic rents and the proposed rents
being favorable towards USDA’s approval and the market’s acceptance of future rent
increases to support increased expenses, the exception in the rule does not provide
relief for such mitigating circumstances.

| have determined that the Department’s rules and guidelines were applied evenly,
fairly, and as originally intended during the course of the underwriting analysisand in
making the recommendation.



Mr. Dennis Hoover
July 23, 2007

Page 2

Appeal Deter mination
The appeal is denied.

Pursuant to Title 10 Texas Administrative Code Section 1.7 you have requested that
your appeal, if denied by me, be filed with the Board and heard at its next regularly
scheduled meeting. This appeal will be considered by the Board at the July 30, 2007
Board meeting.

If you have questions or comments, please call me or Tom Gouris, Director of our
Real Estate Analysis Division at (512) 475-1470.

Sincerely,

Michadl Gerber
Executive Director

MGG : TJG



07268 Mid-Towne | Apartments, Tomball

Underwriting Report



TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Real Estate Analysis Division
Underwriting Report

REPORT DATE: 07/08/07 PROGRAM: 9% HTC FILE NUMBER: 07268

DEVELOPMENT

Mid-Towne | Apartments

Location: 820 East Carrell Street Region: 6

City: Tomball County: Harris Zip: 77375 [] ecr DDA

Key Attributes: Multifamily, Acquisition/Rehabilitation, Rural, At-Risk, USDA, Family

ALLOCATION
REQUEST RECOMMENDATION
TDHCA Program Amount Interest |Amort/Term| Amount Interest |Amort/Term
Housing Tax Credit (Annual) $285,151 $0
CONDITIONS

NOT RECOMMENDED DUE TO THE FOLLOWING:

d The Applicant's and Underwriter's expense to income ratios exceed the Department's maximum of 65%
per the 2007 Real Estate Analysis Rules and Guidelines §1.32(i)(4) and the subject has no source of
ongoing operating support to mitigate this issue.

d The Applicant's and Underwriter's long term proformas reflect debt coverage ratios that fall below 1.15
by Year 15. According to the 2007 Real Estate Analysis Rules and Guidelines 81.32(i)(5), if the debt
coverage ratio falls below 1.15 during any of the first 15 years of the Long Term Proforma, the
development is characterized as infeasible and cannot be recommended for funding.

SHOULD THE BOARD APPROVE THIS AWARD, THE BOARD MUST MAKE THE DETERMINATION THAT THE
REQUESTED FUNDS ARE NOT MORE THAN ARE NECESSARY AND SUCH AN AWARD SHOULD BE CONDITIONED
UPON THE FOLLOWING:

1 A 9% HTC allocation not to exceed $256,900.

2 Receipt, review, and acceptance, by the Board meeting at which this award is considered, of a revised
Capital Needs Assessment with the entire scope of planned rehab work and which fully accounts for
the applicant's budget.

3 Receipt, review, and acceptance, by the 10% test, of USDA-RD approval of the same rates and terms
transfer of the existing USDA-RD loans.

4 Receipt, review, and acceptance, by cost certification, of documentation that the requested increase
in the existing basic rents has been approved by USDA-RD.

5 Receipt, review, and acceptance, by the 10% test, of approval from USDA-RD of the proposed rehab
budget.

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/allocation amount may be warranted.

10f10
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SALIENT ISSUES

TDHCA SET-ASIDES for LURA
Income Limit Rent Limit Number of Units
30% of AMI 30% of AMI 8
60% of AMI 60% of AMI 44
PROS CONS

d The application proposes the revitalization and
preservation of a 21 year old USDA-RD property.

0 The development team is experienced with
USDA-RD/HTC rehabilitations.

0 The Underwriter's long term proforma indicates

the development falls below a 1.15 DCR by year
15 and projects negative cashflow by year 20
and the Applicant’'s proforma projects negative
cash flow by year 10.

Both the Applicant's and Underwriter's expense
to income ratio of 78% + exceeds the maximum

guideline (65%), reflecting extensive deep rent
targeting.

d The development does not receive rental
assistance which limits the development's ability
to sustain periods of increasing expenses and
flat rents.

PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT TEAM

OWNERSHIP STRUCTURE

HYM Mi-Tewna L, Lid. Drganlestional ©har

Tax |0, #20-8388047

Chgnes sl Parnies
Hvid amiies. UL

Limiling Faner
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a0 Jaztrss -
S0 I
=
W |
| [Lre—— l Bay Farm | | Lyt Heres T, Feoecw
Mot N GecT rmas = FAardemr
FE Dramer AT 5% Ot TE AT
CONTACT
Contact: Dennis Hoover Phone: (512) 756-6809 Fax: (512) 756-9885
Email: dennishoover@hamiltonvalley.com
KEY PARTICIPANTS
Name Net Assets | Liquidity? # of Complete Developments
HVM Ventures, LLC Newly Formed --
Dennis Hoover Confidential 14 LIHTC Developments
Danna Hoover Confidential 6 LIHTC Developments
Benjamin Farmer Confidential N/A
Paul Farmer Confidential N/A

1 Liguidity = Current Assets - Current Liabilities

07268 Mid-Towne | Apartments.xls,
printed: 7/9/2007




IDENTITIES of INTEREST

d The Applicant, Developer, General Contractor, property manager, and supportive services provider are
related entities. These are common relationships for HTC-funded developments.

d The current owner of the property is related to the Applicant and development team. This has been
addressed in the acquisition cost section of this report by ensuring: that the sales price is not more than
their investment in the property, that the transfer price is a price that USDA might approve, and that no
developer fee for acquisition is being garnered.

PROPOSED SITE
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BUILDING CONFIGURATION
Building Type A B C Total
Floors/Stories 2 2 2 Buildings
Number 4 2 1 7
BR/BA SF Units Total Units Total SF
1/1 659 16 10,544
2/1 841 32 26,912
3/1 1,019 6 6 6,114
Units per Building 8 6 54 43,570
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Rehabilitation summary:
Mid-Towne | Apartments is a 54-unit family rental development comprised of seven residential buildings.
Mid-Towne | was originally financed in 1985 under the USDA Section 515 program. The Applicant
provided a Capital Needs Assessment performed by On-Site Insight, "aimed at determining the
development's current and prospective capital needs in the context of a pending recapitalization.
Overall, the development is in fair to good condition. The residential spaces, common areas, and
various building systems are adequately appointed and maintained. That said, the property has
substantive capital needs anticipated in the coming years; a number of systems and components are
at, or approaching, the end of their useful lives. No immediate (critical health and safety) capital needs
were observed. Anticipated near-term needs include parking area, sidewalk, and exterior siding repairs,
roof shingle replacement, and the continued upgrade of in-unit finishes and components.”

However, the CNA does not contemplate the entire scope of work that the Applicant is planning. As
such, the CNA cost estimate cannot be used to reasonably verify the Applicant's cost estimate or to
project the property's long-term capital needs. Staff has discussed these issues with the Applicant and
the Applicant has agreed to provide a revision to the CNA that accounts for the entire planned scope
of work. There has been some confusion over the requirements between the report provider and the
Applicant. Due to scheduling issues with the report provider, the said revision has not been completed
as of the date of this report. The Underwriter has used the Applicant's estimates subject to verification.
Therefore, receipt, review, and acceptance, by the Board meeting at which this award is considered,
of arevised Capital Needs Assessment with the entire scope of planned rehab work and which fully
accounts for the Applicant's budget is a condition of this report.

SITE ISSUES
Total Size: 3.4 acres Scattered site? Yes No
Flood Zone: X Within 100-yr floodplain? Yes No
Zoning: N/A Needs to be re-zoned? Yes No N/A

Comments:
The site is a 3.4 acre L-shaped portion of a roughly rectangular 5 acre parcel. The remaining 1.6 acres is
the site of Mid-Towne I, a second phase development with 24 units built with a 1996 HTC allocation.

TDHCA SITE INSPECTION

Inspector: ORCA Date: 4/18/2007

Overall Assessment:

|:| Excellent Acceptable |:| Questionable |:| Poor |:| Unacceptable
Surrounding Uses:

North:  Pasture Land East: Multifamily Residential

South:  Episcopal Church West: Single Family Residential

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Comments:
A Phase | Environmental Site Assessment was not submitted with the application. Developments
receiving a USDA rental subsidy are not required to submit a Phase | ESA.

MARKET HIGHLIGHTS (from Appraisal)

Provider: Rafael C. Luebbert Date: 3/29/2007
Contact: Rafael C. Luebbert Phone: (210) 408-6041 Fax: (210) 408-2539
Number of Revisions: 0 Date of Last Applicant Revision: N/A
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Primary Market Area (PMA):
"The market area is that geographical region enveloped by the city of Tomball. There were sufficient
numbers of conventional project samples within the immediate area to enable the appraiser to deduce
economic rentals. This is the area which would influence the economics of the property within the
described market area. The selected complexes are considered to reflect trends in rental rates for
conventional projects in that region. This particular market area should remain a viable part of the local
economy. Most properties display relatively good quality of maintenance and pride of ownership.
There were no nuisances, noise pollution, excess traffic patterns, abnormal levels of crime, or specific
environmental issues noted which may affect the perceived quality of the described market area." (p.
21)

PROPOSED, UNDER CONSTRUCTION & UNSTABILIZED COMPARABLE DEVELOPMENTS
PMA SMA
Name e | 'ow@ | comp Name Flex | o@ Comp
Units Units Units 2%  Units
HomeTowne at
060414 210 210 N/A
Tomball

There is one HTC development under construction in the vicinity of the subject. HomeTowne at
Tomball (# 060414), a 210-unit senior development which received a 4% HTC allocation in 2006, is
located approximately 2.5 miles south of the subject. The subject is not age restricted and therefore
HomeTowne at Tomball will not compete with the subject.

Also a supply and demand analysis was not provided in the appraisal but since the subject is
substantially occupied with residents that will likely remain during and after the rehabilitation; an
inclusive capture rate calculation for the subject would not have much importance.

INCOME LIMITS
Harris
% AMI 1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons
30 $12,800 $14,650 $16,450 $18,300 $19,750 $21,250
60 $25,620 $29,280 $32,940 $36,600 $39,540 $42,480

RENT ANALYSIS (Tenant-Paid Net Rents)

1BR 659 SF  30% $325 $335 $482 $267 ($58)
1BR 659 SF  60% $325 $335 $482 $335 $10
2BR 841 SF 30% $375 $405 $574 $302 ($73)
2BR 841 SF 60% $375 $405 $574 $405 $30
3 BR 1,019 SF 60% $445 $480 $635 $480 $35

3 BR 1,019 SF EO

The subject has no rental assistance agreement with USDA-RD in place for the subject and one is not
anticipated to be forthcoming. Without rental assistance the total rent collected will come solely
from the tenant. For the 30% units this means that the maximum collection will be the 30% rent rather
than the USDA basic rent and thus a decrease in the potential rental collections for the 30 % units
would be expected.

Comments:
A Market Study report was not included, as USDA-RD-financed projects are not required to submit this
report. A required appraisal is sufficient to satisfy the requirement for a market analysis. An “As Is”
appraisal dated March 29, 2007 was prepared by Rafael C Luebbert (“Appraiser”).
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OPERATING PROFORMA ANALYSIS

Income: Number of Revisions: 1 Date of Last Applicant Revision: 4/2/2007

The Development operates under an existing USDA-RD loan with an interest rate subsidy, with rents
restricted to limits approved by USDA. The property does not receive rental assistance on any of the
units. The Applicant's projected net rents per unit are based on increases of 3% to 8% over the current
basic rents. However, the projected rents are substantially higher than the 30% of AMI program rent
limits. Therefore, the Underwriter has used the program rent limits for all 30% units and the projected
basic rents for the 60% units. The projected basic rents for the 60% units are significantly below the
program rent limits and are achievable according to the Appraiser.

The Applicant's estimate of secondary income is in line with Department guidelines. The Applicant's
estimate of vacancy and collection loss is 5% of potential income, which is acceptable for properties
expecting to maintain their tenant base following rehabilitation. However, the rent roll submitted with
the application indicates 3 vacant units out of a total of 54, or 5.5%. Based on the current occupancy
rate and uncertainty about maintaining all tenants given the anticipated rent increases and lack of
rental assistance, the underwriting analysis applies the standard vacancy and collection loss of 7.5% of
potential income. Overall, the Applicant’s effective gross income projection is not within 5% of the
Underwriter’s estimate.

Expense:  Number of Revisions: 0 Date of Last Applicant Revision: N/A

The Applicant's projected total annual operating expense of $3,548 per unit is not within 5% of the
underwriter's estimate of $3,257 derived from the actual operating history of the property, the TDHCA
database, IREM data, and other sources. The Applicant's projection of general and administrative
expense is $1.5K higher than the Underwriter's estimate and property tax is $2K higher. The current owner
and property manager are related to the Applicant and the operating structure is unlikely to change
significantly; therefore the Underwriter relied heavily on the historical expense levels.

Of note, the CNA indicates reserve for replacements of $382 per unit will be required if only the CNA
scope of work is completed. However, the CNA does not fully account for the scope of work planned
by the Applicant. Therefore, using the CNA's reserve for replacements projection may overstate the
future repair needs of the development. The Applicant and Underwriter used the TDHCA underwriting
reserve for replacements standard of $300 per unit for rehabilitation projects. As noted below in the cost
section, a revised CNA will be required to support the information provided by the Applicant. Should the
CNA indicate that a higher reserve amount is needed, the financial feasibility of the property may be
even further stressed by impending future repair needs of the property.

Conclusion:

The Applicant's effective gross income, total operating expense, and net operating income (NOI)
estimates are each not within 5% of the Underwriter's estimates; therefore, underwriting guidelines
require that the Underwriter's estimates be used to determine debt capacity. The Underwriter's NOI and
debt service on the existing USDA loan indicate a first year debt coverage ratio (DCR) of 1.37. However,
the Underwriter's expense to income ratio of 77.8% is significantly higher than the Department's
maximum pursuant to the 2007 Real Estate Analysis Rules and Guidelines §1.32(i)(4). While the
development has an existing USDA-RD loan, the property does not anticipate receiving rental
assistance on any of the units; therefore, the subject development is not exempt from the said feasibility
requirement.

The exemption applies only to those USDA-RD developments that receive rental assistance because the
Department has some level of confidence that USDA-RD can approve rental subsidy increases to match
increases in expenses. This is particularly important during periods of flat rents and rising expenses. As the
subject property's income is restricted by program guidelines and by the market, the development has
no other source of income that can sufficiently mitigate the development's long-term risk. Therefore, the
development cannot be recommended for a tax credit allocation due to an expense to income ratio
that exceeds the Department's maximum of 65%.
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Feasibility:
The underwriting 30-year proforma utilizes a 3% annual growth factor for income and a 4% annual
growth factor for expenses in accordance with current TDHCA guidelines. As noted above, the
Underwriter’s base year effective gross income, expense and net operating income were utilized
resulting in a debt coverage ratio that falls below 1.15 by year 15. According to the 2007 Real Estate
Analysis Rules and Guidelines 81.32(i)(5), if the debt coverage ratio falls below 1.15 during any of the first
15 years of the Long Term Proforma, the development is characterized as infeasible and cannot be
recommended for funding.

As discussed above the property does not receive rental assistance and is therefore not exempt from
the feasibility requirements. Therefore, pursuant to the 2007 Real Estate Analysis Rules and Guidelines
81.32(i)(5), the application cannot be recommended for a tax credit allocation. It should be noted that
the Underwriter's long-term proforma indicates that the development's DCR falls below 1.15 prior to Year
15 and the development's cashflow falls below zero by Year 20.

In addition, if the Applicant's proforma were used, the development would not meet the 15 year DCR
requirement due to a DCR that falls below 1.15 by Year 5 and negative cashflow by Year 10.

ACQUISITION INFORMATION

APPRAISED VALUE

Provider: Rafael C. Luebbert Date: 3/29/2007
Number of Revisions: 0 Date of Last Applicant Revision: N/A

Land Only: 3.4 acres $134,143 As of: 3/28/2007

Existing Buildings: (as-is) $1,469,857 As of: 3/28/2007

Favorable Financing: $963,000 As of: 3/28/2007

Total Development: (as-is) $2,567,000 As of: 3/28/2007

ASSESSED VALUE

Land Only: 3.4 acres $296,470 Tax Year: 2006
Existing Buildings: $187,279 Valuation by: Harris County
Total Assessed Value: $483,749 Tax Rate: 2.624425

EVIDENCE of PROPERTY CONTROL

Type: Option to Purchase Real Property Acreage: 3.403

Contract Expiration: 1/25/2008 Valid Through Board Date? Yes |:| No

Acquisition Cost: $1,600,488 Other:

Seller:  Mid-Towne Ltd. Related to Development Team? Yes |:| No
TITLE

Comments:

The title commitment indicates two "unlocated" pipeline right-of-ways and one other pipeline right-of-
way. The survey does not appear to identify these easements. Moreover, the apartment structures are
already existing on the site and therefore it is likely that these easements do not materially impact the

property.
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CONSTRUCTION COST ESTIMATE EVALUATION

COST SCHEDULE Number of Revisions: 0 Date of Last Applicant Revision: N/A

Acquisition Value:

The property is currently owned by a related party. The Applicant has submitted an Option to purchase
the subject property for a price of $1,600,488, which is less than the appraised value and less than the
original investment in the land and buildings plus holding costs. Additionally, the Applicant has
determined a building value of $1,560,861, which is $1,849,947 less $150,000 for the basis in land and less
estimated exit taxes $139,086. The Underwriter has used a building value of $1,311,402 based on
contract price less exit taxes, and the Applicant's land value. The difference appears to be due to the
Applicant's overstatement of the acquisition cost in the development cost schedule.

Sitework Cost:

Since this is a proposed rehabilitation the associated sitework costs are minimal. The Applicant has
estimated sitework costs of $4,352 per unit. This estimate cannot be verified based on the lack of
information specific to proposed sitework in the submitted CNA. As discussed above, receipt, review,
and acceptance, by the Board meeting at which this award is considered, of a revised Capital Needs
Assessment with the entire scope of planned rehab work and budget fully accounted for is a condition
of this report. In addition, USDA-RD will also review and need to approve the scope of work and budget
before construction begins and receipt review and acceptance of same prior to the 10% test is a
condition of this report.

Direct Construction Cost:
Again the Applicant submitted a USDA-RD Capital Needs Assessment (CNA), which the Department
typically accepts in lieu of a Property Condition Assessment for existing USDA-RD properties. The
submitted CNA did not provide a cost estimates for the rehab work beyond the immediate repair
needs. Therefore, for purposes of this analysis, the Underwriter has used the Applicant's direct
construction cost estimate. As discussed above, because of scheduling issues the CNA could not be
updated before this report was completed but will be required prior to the Board meeting at which this

award is considered and USDA-RD will review the proposed rehab budget prior tot commencement of
construction.

Conclusion:

The Underwriter’s cost schedule was derived from information presented in the Application materials
submitted by the Applicant. Any deviations from the Applicant’s estimates are due to program and
underwriting guidelines. Therefore, the Underwriter’s development cost schedule will be used to
determine the development’s need for permanent funds and to calculate eligible basis. The
development costs support an eligible basis of $2,065,371 and the Applicant has claimed a 30% boost
due to Harris County's Difficult Development Area designation. The resulting adjusted basis supports
annual tax credits of $229,566. The acquisition basis of $1,311,402 supports annual tax credits of $47,735.
The total eligible basis derived tax credit amount of $277,301 will be compared to the Applicant’s
request and the tax credits calculated based on the gap in need for permanent funds to determine
any recommended allocation.
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FINANCING STRUCTURE

SOURCES & USES Number of Revisions: 2 Date of Last Applicant Revision: 4/2/2007
Source: BHHH, Inc. dba The Hoover Companies Type: Interim Financing

Principal: $1,669,231 Interest Rate: 8.0% Fixed Term: 12 months
Comments:

The subject construction loan will be provided by a related entity. Therefore, the Underwriter has
requested documentation verifying the capacity of The Hoover Companies, Inc to provide said
financing. The Applicant provided a letter from First State Bank of Burnet and a letter from Lou Ann
Montey and Associates, PC supporting the Applicant's capacity to provide the anticipated construction
funding. The Applicant has also submitted applications for three other developments that are currently
being underwritten and each application includes commitments for construction funds from The Hoover
Companies. The CPA and First State Bank of Burnet letters indicate that the Applicant has the capacity
to provide the entire combined amount of construction funding committed in the applications for each
development.

Source: Southeast Texas Housing F.C. Type: Interim Financing
Principal: $200,000 Interest Rate: AFR Fixed Term: 12 months
Comments:

The Applicant has applied for a construction loan from the Southeast Housing Finance Corporation
(SETH) to carry and interest rate equal to AFR (4.9% as of March 1, 2007) and a term of at least 12
months.

Source: USDA-RD Type: Interim to Permanent Financing
Principal: $1,437,413 Interest Rate: 1.01% Fixed Amort: 600* months
Comments:

The Applicant's loan amount is slightly lower than the current remaining principal on the loan. However,
the Underwriter has assumed the Applicant's estimated remaining balance, which is likely closer to the
balance that will remain when the property is transferred to the partnership. The Applicant provided an
amortization schedule from USDA-RD to support the transfer balance used. *Also of note, the remaining
term will end in 2036; however, the original loan had an original term of 50 years.

All of the units are restricted to USDA-RD contract rents and the USDA-RD loan (original note: $1,507,263)
has an interest subsidy that lower the effective rates to approximately 1%. The Applicant has indicated
that the partnership will assume the existing USDA-RD loans with the same rates and terms. Receipt,
review, and acceptance of USDA-RD approval of the same rates and terms transfer of the existing USDA-
RD loans is a condition of this report.

Source: Raymond James Tax Credit Funds Type: Syndication

Proceeds: $2,366,519 Syndication Rate: 83% Anticipated HTC: $ 285,151
Amount: $112,086 Type: Existing Reserves

Comments:

The Applicant has indicated the existing reserve balance will be transferred to the partnership.
Moreover, a portion of the reserve balance will be used to fund rehab costs and the remaining balance
will be maintained as reserves. The Applicant did not provide documentation of the existing reserve
balance. However, should the Board approve an award, the long term proforma indicates there is
marginally sufficient deferred developer fee to repay the anticipated reserve amount within 15 years
though cash flow after that point is negligible.

Amount: $15,000 Type: Deferred Developer Fees
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CONCLUSIONS

Recommended Financing Structure:

As stated above, both the Applicant's and Underwriter's expense to income ratio of 77.8% is significantly
higher than the Department's 65% maximum according to the 2007 Real Estate Analysis Rules and
Guidelines §1.32(i)(4). Additionally, the long term proforma indicates a debt coverage ratio that falls
below 1.15 by year 15. According to 81.32(i)(5) of the guidelines, if the debt coverage ratio falls below
1.15 during any of the first 15 years of the Long Term Proforma. Therefore, per §1.32(i)(4) and 81.32(i)(5)
of the 2007 Real Estate Analysis Rules and Guidelines the development is characterized as infeasible
and cannot be recommended for funding.

However, should the Board choose to make an award, the underwriting analysis results in the following
three possible tax credit amounts:

Applicant's Requested Credit Amount: $285,151
Credit Amount Determined by Eligible Basis: $277,301
Credit Amount Determined by Gap in Financing: $256,900

Of the three possible tax credit allocations, the gap-derived amount of $256,900 would be
recommended. No deferred developer fees would be required.

This is a USDA-RD transaction, in which the Applicant is restricted by the loan agreement to a return of
no more than 8% per annum on the borrower’s original investment, with any excess cash flow going to
fund replacement reserves. USDA-RD will manage this return on equity restriction.

Underwriter: Date: July 8, 2007
Thomas Cavanagh
Reviewing Underwriter: Date: July 8, 2007
Cameron Dorsey
Director of Real Estate Analysis: Date: July 8, 2007
Tom Gouris
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MULTIFAMILY COMPARATIVE ANALYSIS

Mid-Towne | Apartments, Tomball, 9% HTC #07268

Type of Unit Number Bedrooms No. of Baths Size in SF Gross Rent Lmt. Rent Collected Rent per Month Rent per SF Tnt-Pd Util WS&T
TC 30% 4 1 1 659 $343 $267 $1,068 $0.41 $76.00 $38.31
TC 60% 12 1 1 659 $686 335 4,020 0.51 76.00 38.31
TC 30% 4 2 1 841 $411 302 1,208 0.36 109.00 43.31
TC 60% 28 2 1 841 $823 405 11,340 0.48 109.00 43.31
TC 60% 4 3 1 1,019 $951 480 1,920 0.47 143.00 56.31

EO 2 3 1 1,019 $951 0 0.00 143.00 56.31
TOTAL: 54 AVERAGE: 807 $362 $19,556 $0.45 $103.00 $43.27

INCOME Total Net Rentable Sq Ft: 43,570 TDHCA APPLICANT COUNTY IREM REGION  COMPT. REGION
POTENTIAL GROSS RENT $234,672 $242,880 Harris Houston
Laundry, interest, tenant charges Per Unit Per Month: $15.00 9,720 10,524 $16.24 Per Unit Per Month

Other Support Income: 0 0 $0.00 Per Unit Per Month
POTENTIAL GROSS INCOME $244,392 $253,404

Vacancy & Collection Loss % of Potential Gross Income: -7.50% (18,329) (12,672) -5.00% of Potential Gross Income

Employee or Other Non-Rental Units or Concessions 0 0
EFFECTIVE GROSS INCOME $226,063 $240,732
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 2.76% $116 0.14 $6,242 $7,765 $0.18 $144 3.23%

Management 10.00% 419 0.52 22,606 24,124 0.55 447 10.02%

Payroll & Payroll Tax 18.11% 758 0.94 40,949 43,503 1.00 806 18.07%

Repairs & Maintenance 15.18% 636 0.79 34,318 37,966 0.87 703 15.77%

Utilities 1.84% 77 0.10 4,154 5,217 0.12 97 2.17%

Water, Sewer, & Trash 9.30% 389 0.48 21,025 26,069 0.60 483 10.83%

Property Insurance 6.23% 261 0.32 14,078 12,371 0.28 229 5.14%

Property Tax 2.624425 6.27% 262 0.33 14,172 16,239 0.37 301 6.75%

Reserve for Replacements 7.17% 300 0.37 16,200 16,200 0.37 300 6.73%

TDHCA Compliance Fees 0.96% 40 0.05 2,160 2,160 0.05 40 0.90%

Other: 0.00% 0 0.00 0 0 0.00 0 0.00%

TOTAL EXPENSES 77.81% $3,257 $4.04 $175,904 $191,614 $4.40 $3,548 79.60%
NET OPERATING INC 22.19% $929 $1.15 $50,159 $49,118 $1.13 $910 20.40%
DEBT SERVICE
Existing USDA-RD Loans 16.97% $711 $0.88 $38,369 $38,364 $0.88 $710 15.94%
Existing Reserve Account 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 5.22% $218 $0.27 $11,790 $10,754 $0.25 $199 4.47%
AGGREGATE DEBT COVERAGE RATIO 1.31 1.28
RECOMMENDED DEBT COVERAGE RATIO 1.31
CONSTRUCTION COST

Description Eactor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 43.47% $29,639 $36.73 $1,600,488 $1,849,947 $42.46 $34,258 47.06%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 6.38% 4,352 5.39 235,000 235,000 5.39 4,352 5.98%
Direct Construction 30.52% 20,810 25.79 1,123,750 1,123,750 25.79 20,810 28.59%
Contingency 8.26% 3.05% 2,080 2.58 112,300 112,300 2.58 2,080 2.86%
Contractor's Fees 14.00% 5.17% 3,523 4.37 190,225 190,225 4.37 3,523 4.84%
Indirect Construction 1.57% 1,068 1.32 57,650 57,650 1.32 1,068 1.47%
Ineligible Costs 0.43% 291 0.36 15,700 15,700 0.36 201 0.40%
Developer's Fees 8.67% 7.32% 4,989 6.18 269,396 269,396 6.18 4,989 6.85%
Interim Financing 2.09% 1,427 1.77 77,050 77,050 1.77 1,427 1.96%
Reserves 0.00% 0 0.00 0 0 0.00 0 0.00%
TOTAL COST 100.00% $68,177 $84.50 $3,681,559 $3,931,018 $90.22 $72,797 100.00%
Construction Cost Recap 45.12% $30,764 $38.13 $1,661,275 $1,661,275 $38.13 $30,764 42.26%
SOURCES OF FUNDS RECOMMENDED
Existing USDA-RD Loans 39.04% $26,619 $32.99 $1,437,413 $1,437,413 $1,437,413 Developer Fee Available
Existing Reserve Account 3.04% $2,076 $2.57 112,086 112,086 112,086 $269,396
Raymond James HTC Synd 64.28% $43,824 $54.32 2,366,519 2,366,519 2,132,060 % of Dev. Fee Deferred
Deferred Developer Fees 0.41% $278 $0.34 15,000 15,000 0 0%
Additional (Excess) Funds Req'd -6.78% ($4,620) ($5.73) (249,459) 0 0 | 15-Yr Cumulative Cash Flow
TOTAL SOURCES $3,681,559 $3,931,018 $3,681,559 $140,563
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Mid-Towne | Apartments, Tomball, 9% HTC #07268

PAYMENT COMPUTATION
Primary $1,437,413 Amort 600
Int Rate 1.01% DCR 1.31
Secondary $112,086 Amort
Int Rate Subtotal DCR 1.31
Additional Amort
Int Rate 1.31

Aggregate DCR

RECOMMENDED FINANCING STRUCTURE:

Primary Debt Service $38,369
Secondary Debt Service 0
Additional Debt Service 0
NET CASH FLOW $11,790
Primary $1,437,413 Amort 600
Int Rate 1.01% DCR 1.31
Secondary $112,086 Amort 0
Int Rate 0.00% Subtotal DCR 1.31
Additional $0 Amort 0
Int Rate 0.00% Ag_gregate DCR 1.31
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 $234,672 $241,712 $248,964 $256,432 $264,125 $306,194 $354,962 $411,499 $553,020
Secondary Income 9,720 10,012 10,312 10,621 10,940 12,682 14,702 17,044 22,906
Other Support Income: 0 0 0 0 0 0 0 0 0
POTENTIAL GROSS INCOME 244,392 251,724 259,275 267,054 275,065 318,876 369,665 428,543 575,926
Vacancy & Collection Loss (18,329) (18,879) (19,446) (20,029) (20,630) (23,916) (27,725) (32,141) (43,194)
Employee or Other Non-Rental 0 0 0 0 0 0 0 0 0
EFFECTIVE GROSS INCOME  $226,063 $232,844 $239,830 $247,025 $254,435 $294,960 $341,940 $396,402 $532,731
EXPENSES at 4.00%
General & Administrative $6,242 $6,492 $6,751 $7,021 $7,302 $8,884 $10,809 $13,151 $19,467
Management 22,606 23,284 23,983 24,702 25,444 29,496 34,194 39,640 53,273
Payroll & Payroll Tax 40,949 42,587 44,290 46,062 47,905 58,283 70,910 86,273 127,706
Repairs & Maintenance 34,318 35,691 37,118 38,603 40,147 48,845 59,427 72,303 107,025
Utilities 4,154 4,320 4,493 4,673 4,860 5,912 7,193 8,752 12,955
Water, Sewer & Trash 21,025 21,866 22,741 23,650 24,596 29,925 36,408 44,297 65,570
Insurance 14,078 14,641 15,226 15,835 16,469 20,037 24,378 29,659 43,903
Property Tax 14,172 14,739 15,328 15,941 16,579 20,171 24,541 29,858 44,197
Reserve for Replacements 16,200 16,848 17,522 18,223 18,952 23,058 28,053 34,131 50,522
Other 2,160 2,246 2,336 2,430 2,527 3,074 3,740 4,551 6,736
TOTAL EXPENSES $175,904 $182,714 $189,789 $197,141 $204,780 $247,686 $299,655 $362,615 $531,354
NET OPERATING INCOME $50,159 $50,131 $50,040 $49,884 $49,656 $47,274 $42,284 $33,787 $1,377
DEBT SERVICE
First Lien Financing $38,369 $38,369 $38,369 $38,369 $38,369 $38,369 $38,369 $38,369 $38,369
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 $11,790 $11,762 $11,672 $11,515 $11,287 $8,906 $3,916 ($4,581) ($36,992)
DEBT COVERAGE RATIO 1.31 1.31 1.30 1.30 1.29 1.23 1.10 0.88 0.04
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HTC ALLOCATION ANALYSIS -Mid-Towne | Apartments, Tomball, 9% HTC #07268

APPLICANT'S TDHCA APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL ACQUISITION ACQUISITION REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS ELIGIBLE BASIS
Acquisition Cost
Purchase of land |  $289,086 $289,086
Purchase of buildings $1,560,861 $1,311,402 $1,560,861 | $1,311,402 |
Off-Site Improvements
Sitework $235,000 $235,000 $235,000 $235,000
Construction Hard Costs $1,123,750 $1,123,750 $1,123,750 $1,123,750
Contractor Fees $190,225 $190,225 $190,225 $190,225
Contingencies $112,300 $112,300 $112,300 $112,300
Eligible Indirect Fees $57,650 $57,650 $57,650 $57,650
Eligible Financing Fees $77,050 $77,050 $77,050 $77,050
All Ineligible Costs $15,700 $15,700
Developer Fees
Developer Fees $269,396 $269,396 | | $269,396 | $269,396
Development Reserves
TOTAL DEVELOPMENT COSTS $3,931,018 $3,681,559 $1,560,861 | $1,311,402 | $2,065,371 | $2,065,371
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 $1,560,861 $1,311,402 $2,065,371 $2,065,371
High Cost Area Adjustment 130% 130%
TOTAL ADJUSTED BASIS $1,560,861 $1,311,402 $2,684,982 $2,684,982
Applicable Fraction 100% 100% 100% 100%
TOTAL QUALIFIED BASIS $1,560,861 $1,311,402 $2,684,982 $2,684,982
Applicable Percentage 3.64% 3.64% 8.55% 8.55%
TOTAL AMOUNT OF TAX CREDITS $56,815 $47,735 $229,566 $229,566
Syndication Proceeds 0.8299 $471,521 $396,162 $1,905,209 $1,905,209
Total Tax Credits (Eligible Basis Method) $286,381 $277,301
Syndication Proceeds $2,376,730 $2,301,371
Requested Tax Credits $285,151
Syndication Proceeds $2,366,519
Gap of Syndication Proceeds Needed $2,132,060

TCSheet Version Date 4/11/05tg
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Board Item 2a

Presentation, Discussion and Possible Action for the 2007 Competitive Housing Tax
Credits Appeals of Credit Underwriting Reports

07228 Las Pamas Homes, L os Fresnos



Real Estate Analysis Division

BOARD ACTION ITEM
July 30, 2007

ltem

Presentation, discussion and possible action on atimely filed appeal regarding the underwriting
recommendation of a development under the 2007 Competitive Housing Tax Credit program,
#07228 Las Palmas Homes, L os Fresnos, Texas.

Required Action
Approve, deny or approve with amendments a determination on the appeal .

Background

Mr. Saleem Jafar, the principal member of the Developer and contact for Chicory Court VII, LP,
the Applicant, submitted an application for funding under the 2007 Competitive Housing Tax
Credit program to acquire and reconstruct 75 multifamily rental unitsin Los Fresnos, Texas. The
Applicant requested $600,000 in annual tax credits to support a total reconstruction based
development budget of $9,255,347. No Property Condition Assessment (PCA) showed any need
for immediate critical repairs that warrant demolition and reconstruction. The application was
not recommended because contrary to the Internal Revenue Code 842(m)(2) the reconstruction
costs provided far exceeded the costs necessary to provide safe, decent and affordable housing
based on a total rehabilitation based development budget of $4,630,060. The Applicant
submitted a PCA which included budget for rehabilitation repairs totaling $2,149,200. The
original PCA and all subsequent submissions of the PCA reflect no critical immediate repair
needs. The Applicant’s budget called for the demoalition of al 75 existing single family homes
which were built in 1982 and the reconstruction of 33 single family homes and 9 multifamily
buildings.

The Department’s Real Estate Anaysis Rules (REA Rules) require the Underwriter to consider
the PCA when provided in 10 TAC81.32(e)(4)(B) which states under the heading Rehabilitation
Costs: “In the case where the Applicant has provided a PCA which is inconsistent with the
Applicant's figures as proposed in the devel opment cost schedule, the Underwriter may request a
supplement executed by the PCA provider supporting the Applicant's estimate and detailing the
difference in costs. If said supplement is not provided or the Underwriter determines that the
reasons for the initial difference in costs are not well-documented, the Underwriter utilizes the
initial PCA estimations in lieu of the Applicant's estimates.” It should be recognized that until
this year, reconstruction was part of the rehabilitation definition and that no specific new
direction was added to the REA rules in the case of a reconstruction. Moreover, the rule hereis
not exclusive to rehabilitation and the fact that the Applicant sent the PCA originally reflects
their understanding that a PCA may be required.
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In the appeal the Applicant provided a revised PCA report with a dramatically different cost
conclusion. The PCA provider collected no new data from the original site visit or additional
site visits or interviews in revising their report. The new report provided no substantial rationale
for the sudden and dramatic increase in cost which rose from $2,149,200 to $5,292,300 plus fees
and contingency. All versions of the PCA indicate that the property has no need for critical
immediate repairs and that the property is in fair condition. The photographs provided in the
PCA show signs of wear and tear but no identification of structural defects. The costs in the
PCA provided with the appeal appear to be inflated. Site work costs included in this PCA aone
total $1,142,500 or $15,233 per unit which is considerably higher than the $9,000 per unit safe
harbor typical in a new construction and ironically over twice what was claimed as eligible site
work in the Applicant’s reconstruction budget. This is indicative of the costs in the new PCA
and does not appear to be reasonable, and therefore, the original PCA costs should be used to
evaluate the total development costs.

The principle of efficient alocation and providing not more funds than are necessary are found
in the duties and responsibilities of the allocating agency in the Internal Revenue Code (IRC)
842 (m)(2)(A) which states: “IN GENERAL.---The housing credit dollar amount allocated to a
project shall not exceed the amount the housing credit agency determines is necessary for the
financia feasibility of the project and its viability as a qualified low-income housing project
throughout the credit period.” The IRC goes on to identify how the allocating agency should
make this determination by stating: “In making the determination under subparagraph (A), the
housing credit agency shall consider (i) the sources and uses of funds and the total financing
planned for the project...”

In addition, the QAP and the Real Estate Analysis rules speak to Department’ s duties with regard
to the allocation. 10 TAC849.9 (d)(6) states: “ The Department shall underwrite an Application
to determine the financia feasibility of the Development and the appropriate level of housing tax
credits” 10 TAC 81.32(a) repeats this theme: “The rules provide a mechanism to produce
consistent information in the form of an Underwriting Report to provide interested parties
information the Board relies upon in balancing the desire to assist as many Texans as possible by
providing no more financing than necessary and have independent verification that
Developments are economically feasible.” The Underwriter noted that the total net rentable
square footage for the new units would have approximately 9,000 less square feet than the
current units or a loss of 10.4%. Thus, not only would the Department’s funding of the
reconstruction of these units cause the Department to not serve other households with the savings
that could be had under a rehabilitation scenario, but the residents that are currently being served
will be served with smaller units.

The Underwriter also found numerous significant discrepancies in the application and
subsequent filings by the Applicant and issues such as:
f Meeting the minimum square footage for secondary bedrooms in the new buildings;
f The lack of preliminary HUD approval of demoalition of the existing 25 year old public
housing units;
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I The lack of preliminary approval to dedicate a sufficient number of Section 8 choice
voucher and not exceed the Housing Authority’s 20% limit for such dedication;

' The lack of verification that the proposed federally derived loan through the Housing
Authority could be repaid though it is likely that it will not be repaid,;

f  Thelack verification from athird-party engineer of the claimed site work costs including
demolition which exceed the Department’ s $9,000 per unit safe harbor threshold; and,

f  Thelack of verification of the location of the pipeline easement described in schedule B
of the title commitment.

None of these issues alone may be enough to terminate an application or not recommend
funding but when taken together and combined with the lack of a reasonable and efficient
approach to the revitalization of the property, they cast substantial doubt on the application.

The Applicant contends that the original PCA should not have been included in the application
in the first place as it was not required and therefore should not have been considered by the
Underwriter. The Applicant further contends that if it was to be considered it should have been
rejected by the Department as being incompl ete because the cover letter from the report provider
describes the report as a draft review report and staff should have issued a deficiency to correct
this incompl eteness.

In fact, staff issued numerous deficiencies for this application including one dated April 16, 2007
which requested, among other things, that the PCA and other third party reports be revised to
reconcile the site acreage. The Applicant complied with this request on April 21 and submitted a
reconciled PCA and a new electronic copy on CD labeled “Las Palmas Final PCA” The revised
PCA was, like the original, signed by the Architect who prepared it and the Architect who
reviewed it and specifically states that the report “...may be relied upon by Odyssey Residential
Holdings, L.P. and the Texas Department of Housing and Community Affairs (TDHCA).” Page
3 of the original and revised report states “ This Report has been prepared in accordance with the
American Society for Testing and Materials (ASTM) Standard Requirements for the preparation
of Property Condition Assessments, as per ASTM Designation E2018-01." This is the standard
required to meet the Department’s Real Estate Analysis rules (10 TAC81.36(a)). The cover of
the original and revised report indicates in bold that, “This Report meets all requirements of
Appendix 5M of the HUD Multifamily Accelerated Processing Map Grid 223F for refinancing
or acquisition transactions.”

Staff has no reason to doubt these representations made in the original report and repeated in the
revised report. Moreover, the same representations are found without alteration or explanation
in the new report that was provided with the appeal. After the underwriting report was
completed, the Applicant provided a copy of aletter dated June 29, 2007 from the Architect that
prepared the PCA contradicting the statement in the PCA report regarding compliance with the
HUD Appendix 5 M requirements. The letter states, “Our estimated costs for recommended
repairs in the draft of our Report would not result in a completed project that would satisfy
HUD’s requirement for a 35 year remaining useful life for all components.” And yet the
executive summary of the original and subsequent versions of the PCA clearly states that, “1f the
recommended remedial actions are performed,...we would expect the remaining useful life of the
improvements to be at least 35 years.”
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Staff has reviewed the original and subsequent PCA reports and finds the original reports to be
consistent with the general requirement that no more credits than needed be awarded. Staff finds
that the basis for appeal is inconsistent with the Board's policy of limiting credits where
advisable and possible to construct additional units.

The application as a proposed reconstruction devel opment requires a budget that, when
compared to the rehabilitation estimate provided by the Property Condition Report (PCA),
requires more than is necessary for the financial feasibility and viability of the project. The
development, as a qualified low-income housing project, should be awarded the minimum
necessary, limited by eligibility, for feasibility throughout the credit period as required in
Internal Revenue Code 842 (m)(2)(A), 10 Texas Administrative Code 849.9 (d)(6) and 10 Texas
Administrative Code 81.32 (a) and (€)(4)(B).

Recommendation
Staff recommends the Board deny the appeal .
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ODYSSEY RESIDENTIAL HOLDINGS, L.P.
3420 LBJ FREEWAY, SUITE 1235
TWO LINCOLN CENTRE
DALLAS, TX 75240
972-701-5551
972-701-5562 FAX

Ms. Robbye Meyer and Mr, Mike Gerber

Multifamily Housing Production

TDHCA

221 Bast 11" Street

Insurance Building Annex

Austin, TX 78701 July 3, 2007

RE: Las Palmas Homes, TDHCA #07-228; appeal of the underwriting report and
recommendation of tax credits to be awarded

Dear Ms. Meyer and Mr. Gerber:;

Pursvant to the provisions in the QAP, Chicory Court VIL, L.P, is making this appeal to the
Executive Director regarding issues contained in the underwriting report dated June 27, 2007,
including but limited to the recommendation of the credit allocation and the processing and
roview the draft property condition assessment submitted with the original application:

Specifically, the staff is not recommending an award of any tax credits due to information
contained in a partially completed PCA “draft” submitted inadvertently with the original
application. The application is for a demolition\reconstruction of a 25 year old public housing
development in a rural area of Region 11, in Cameron County near Los Fresnos, TX. The
community is currently owned and operated by the Cameron County Housing Authority, CCHA.
CCHA is also the proposed 100% owner the General Partner and will exercise control over the
development partnership.

The PCA referenced in the underwriting report, a copy of which is attached hereto, is on its face,
incomplete, states it is a draft and was included with the original application by mistake. The
department can and should only rely on the report if it meets TDHCA real estate analysis rules
and guidelines for PCA’s to be used in its underwriting reviews. The draft and incomplete PCA
submitted with the original application fails to meet those requirements and in fact, as submitted,
does not comply with the ASTM standards called for in the real estate analysis guidelines.
Underwriting was provided this information and the applicant confirmed a final report was being
completed by PCA for a HUD submission, if tax credits were awarded, see cotrespondence
attached. By letter, the preparer of the draft report confirmed that the report was only a draft, was
incomplete and not to be used for any purposes. A copy of the letter from the provider of the draft
report is also attached.

The applicant offered to provide staff a copy of the completed report and indicated it would fully
support the housing authority’s decision to reconstruct in lieu of rehabilitation. A copy of the
complete report for Las Palmas is attached for you consideration. Applicant contents the
following issues in our appeal:

1. The draft PCA should not have been considered in the original underwriting because a
PCA is not required for this development approach of demolition and reconstruction on
the identical site,
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2. If the department chooses to use the PCA report submitted, an administrative deficiency

notice should have been issued to allow the defects in the draft report to be corrected.
Corrections to include but limited to compliance with the ASTM standards, REA rules
and the right to complete the report from draft to final.

In the event the department wishes to use a PCA for the underwriting of Las Palmas, the
departments has the right to ask for additional information during the application review
process if they feel it is needed fo make a proper evaluation and determination, then an
administrative deficiency notice should have been given to the applicant to allow for a
submission of a report that was not only complete but met TDHCA real estate analysis
rules.

To use a defective report to recommend no credits is no different than the Applicant
asking the department to use a defective report to make a recommendation of an
allocation of tax credits. Under the QAP, this would not be permissible.

We respectfully request the Executive Director grant our appeal and instruct staff to use the
completed PCA to complete the underwriting report and make a recommendation of an allocation
of tax credits for the development. If the appeal is denied, we respectfully request the appeal be
placed on the next applicable Board agenda for consideration by the TDHCA board.

Your attention to this matter is appreciated.

Saleem Jafay! President of the G.P.

CC:

aisy Flores, CCHA
Tom Gouris, Director of REA
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

REAL ESTATE ANALYSIS
Houslng Tax Credit Program ~ 2007 Application Cycle
Underwriting Report Notice

Appeal Election Form: 07228 Las Paimas Homes Date Notice Sent: 6/27/07

I am in receipt of my 2007 Underwriting report notice and have reviewed the Appeal Policy at
10TAC Section 49.17(b). Irecognize that should I choose to file an appeal, I must file a formal
appeal to the Executive Director within seven days from the date this Notice was issued and the
Underwriting report was posted to the Department’s web sité. Tunderstand that my appeal must
identify my specific grounds for appeal.

If my appea is denied by the Executive Dxrector 1

Do wish to have my appeal to the Board of Directors and request that my appeal be
added to the next available Board of Dircctors’ meeting agenda. I understand that my
Board appeal documentation must still be submitted by 5:00 p.m, July 3, 2007 to be
included in the July 12, 2007 Board book. I understand that if no documentation is
submitted, the appeal documentation submitted to the Executive Director will be
utilized,

|___| Wish to wait to hear the Executive Director’s response before deciding on my
appeal to the Board of Directors.

D Do not wish to appeal to the Bogrd pf Directors or Executive Director.

Signed | | ?)B‘\.'QMTQ&W
Title (PM \ M = G
Date \ K \bﬁ

Pleasé fax or e-mail to the attention of:
Pam Cloyde: (fax) 512.475.3746
(e-mail) pamela.cloyde@tdhca.state.tx._us



ODYSSEY RESIDENTIAL HOLDINGS, L.P.
3420 LBJ FREEWAY, SUITE 1235
TWO LINCOLN CENTRE
DALLAS, TX 75240
972-701-5551
972-701-5562 FAX
214-280-6308 or 214-608-7201 Cells

Mr. Cameron Dorsey
TDHCA
221 E. 11™ Street

Insurance Building Annex , _
Austin, TX 78711 July 5, 2007 C@w e AT NNy CMS"D

RE: Las Palmas Homes #07-228, Underwriting Notice dated June 12, 2007

Dear Cameron:

This response and supporting material is sent by e-mail today:

1.
2.

I provided the payment standards and utility allowances as requested on Tuesday

I have amended the development cost schedule to show the correct option value
of $1.4 million total versus the $1.5 million in the earlier submission. The
supplement is attached to the e-mail.

On Page 294 of the original submission is the accountant’s letter on building and
improvements per the audited statements. Although it is irrelevant to a
demolition\reconstruction project, I have asked the CPA for a letter confirming
the portion of improvements applicable to the last 10 years. He is out of town and
will be available Monday to complete the assignment. I have attached the capital
funds logs from 2001 forward provided by the CCHA that notes the most recent
work on Las Palmas. '

The demolition costs in La Joya was a negotjated allowance to the LIHA for
delivering their site free and clear of all existing building improvements. It is their
undertaking with the requirement that they meet David Bacon and other HUD
mandates. In Las Palmas, the contractor to the partnership will do the demolition
after conveyance of the property along with the site work package. I have
increased the allowance for demolition at Las Palmas $100K to narrow this
difference. The reasons given above account for the difference in the approaches
and costing.

A PCA is not required for a reconstruction project. The report submitted with the
application (by mistake) was never completed, shows as a draft and did not even
begin to address the concerns for modernization, life safety and energy efficiency
sought by CCHA in the redevelopment approach to Las Palmas. In further work
with the cost estimator in preparation for a subsequent HUD submission, a
comparable cost of
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modernization to reconstruction standards will exceed $6.0 million in hard cost
excluding fees and course of construction insurance, more than the cost to demolish
and rebuild the housing and amenities brand new.

However, it is not applicable to this development or the underwriting under the QAP
or the ASPM. Las Palmas could never be brought to standards required by HUD or
the QAP for this initial review cost referenced in the un-finished draft on Las Palmas.

Regarding the configuration of the new development versus the older development,
the QAP limits our ability by cost standards and by unit count to what is financially
feasible and competitive to replace the previous development that is being
demolished. We used a local professional Architect to design something that will be
aesthetically pleasing, energy efficient, and cost effective to build and maintain along
with a great number of new amenities in the units and the common area. The issue of
SF is a development design choice we relied on the Architect to recommend. We
asked Daisy to co-sign this response letter as you asked in the notice letter.

6. Phase One ESA: The recommendation letter on the lead based paint and noise study
will come directly from the provider under separate cover. Look for it Monday morning.

Because Mr. Fisher and I are both traveling, you are hereby requested to advise us of any
follow up requirements by fax to our office and a notification phone call to our cell
numbers. Mr. Fisher’s cell number is 214-608-7201 and my cell number is 214-280-
6308. Your help in this matter is appreciated.

If you need additional information please do not hesitate to contact us.

Saleem Jafar
President of the GP

Daisy Flores
Executive Director
Aftachments



Property Condition Assessment Consultants, Inc,
Architectural/Engineering and Environmental Consultants

June 29, 2007

Mr. Jerry Nunnally
Project Development Coordinator
Odyssey Residential Holdings, L.P.
5420 LBJ Freeway, Suite 1235
Dallas, TX 75240 '
Re: Property Condition Assessment
Las Palmas Apartment Homes
213 Orive Drive
Los Fresnos, Cameron County, Texas 78566
Comm. No. 2007-0468-01

Dear Mr. Nunnally:

We prepared a Property Condition Assessment for the above-referenced property and
issued a draft of the Report dated March 12, 2007 for your review and comment. Under
the HUD Multifamily Accelerated Processing Map Grid 223F guidelines for refinancing
or acquisition transactions, the remaining useful life of the renovated improvements must
be at least 35 years. Our estimated costs for the recommended repairs in the draft of our
Report would not result in a completed project that would satisfy HUD’s requirement for
a 35 year remaining useful life for all components. We will update when we are ready to
issue the final Report.

We appreciate the opportunity to provide consulting services to you. If you have any
questions, please contact us at our Houston office.

Very truly yours,
PROPERTY CONDITION ASSESSMENT CONSULTANTS, INC.

\-Pm.utp Q‘mﬂ-";q""b“‘

Louis A, Marichal
Registered Architect

LAM;jp

340 North Sam Houston Parkway, Suite 200, Houston, Texas 77060
28] 591-6600 Fax 281 591-6686



Bill Fisher
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From: Bill Fisher

Sent: Tuesday, June 12, 2007 2:43 PM
To: '‘Cameron Dorsey'

Subject: RE: Las Palmas Homes

| got your letter and we will work on it ASAP. | have volleyed the third party questions to the appropriate party.

Thanks,

Bill

James R. (Bill) Fisher

Cdyssey Residential Holdings, LP
Two Lincoln Centre, Suite 1235
5420 LBJ Freeway

Dallas, TX 75240

972-701-5551

972-701-5562 FAX

214-608-7201 New Cell
bfisher8@airmail.net
bfisher@orhlp.com

From: Cameron Dorsey [mailto:cameron.dorsey@tdhca.state.tx. us]

Sent: Tuesday, June 12, 2007 8:50 AM
To: Bill Fisher
Subject: RE: Las Palmas Homes

Bill,

| have attached a PDF copy of the deficiency ! faxed to Mr. Jafar this morning, The attachment | refer to is

with the fax but not attached to this email, so you will have to get that from him.

If you have any concerns let me know.

Thanks,
Cameron

Cameron F. Dorsey

Associate Underwriter

TDHCA Real Estate Analysis Division
Email: cdorsey®tdhca.state.tx.us
Voice: 512.475.2691
Fax:512.475.4420

From: Bill Fisher [mailto: bfisher@orhlp.com]

7/5/2007
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Sent: Monday, June