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BOARD MEETING
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
507 Sabine Street, Room 437, Austin, Texas
December 11, 2003 9:30 a.m.

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 department staff and motions made by the Board.

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

ACTION ITEMS
Iltem 1 Presentation, Discussion and Possible Approval of Minutes of Elizabeth Anderson
Board Meeting of November 14, 2003

Item 2 Appointment of Committees of the Board by the Presiding Officer Elizabeth Anderson
Pursuant to Section 2306.056, Texas Government Code

Iltem 3 Presentation, Discussion and Possible Approval of: Edwina Carrington
a) 2004 State of Texas Low Income Housing Plan and Annual Report

b) 2004 Consolidated Plan — One Year Action Plan
c) Proposed Amended Rule on Public Comment Procedures
And Topics, for Publication in the Texas Register for Public
Comment: Proposed Amendment to Title 10, Part 1, Subchapter
A, Section 1.10
Iltem 4 Presentation, Discussion and Possible Approval of Final 2004 Edwina Carrington
Application Submission Procedures Manual for Housing Tax
Credits and Housing Trust Fund
Iltem 5 Presentation, Discussion and Possible Approval of Programmatic Items: Shad Bogany
a) Release of Land Use Restriction Agreement for Central Plains Center
b) Single Family HOME Program:
1) 2003 Olmstead Set Aside Awards Totaling $469, 242

2) Single Family HOME Program Awards Totaling $6,663,261
Utilizing Deobligated Funds

3) Single Family HOME Program Awards Totaling $9,080,240
Utilizing Deobligated Funds
c) Multi Family HOME Program:

1) Award in the amount of $999,999 for Bethel Senior Housing



Iltem 6 Presentation, Discussion and Possible Approval of Financial ltems: C. Kent Conine

a)

b)

Investment Policy Update
Multi Family Division:
1) Bond Trustees

Multi-Family Mortgage Revenue Bonds and Four Percent (4%)
Housing Tax Credits:

1) Proposed Issuance of Multifamily Mortgage Revenue Bonds
For Parkview Townhomes, (aka Providence at Rush Creek)
Arlington, Texas in an Amount not to Exceed $16,600,000,
and Issuance of Determination Notice in the Amount of
$714,733, for Housing Tax Credits for Parkview Townhomes,
03-455 with TDHCA as the Issuer

2) Proposed Issuance of Multifamily Mortgage Revenue Bonds
For Timber Ridge Il, Houston, Texas in an Amount
not to Exceed $7,500,000, and Issuance of Determination
Notice in the Amount of $477,964, for Housing Tax
Credits for Timber Ridge Il, 03-456 with TDHCA as the
Issuer

3) Proposed Issuance of Multifamily Mortgage Revenue Bonds
For Century Park Apartments, Austin, Texas in an Amount not to
Exceed $13,000,000, and Issuance of Determination Notice
in the Amount of $638,507, for Housing Tax Credits for
Century Park Apartments, 03-459 with TDHCA as the Issuer

Iltem 7 Presentation, Discussion and Possible Approval of Housing Tax Credit Items: Elizabeth Anderson

a)

b)

Waiting List for Housing Tax Credits for Balance of Year 2003

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

03-432 Primrose Skyline Apartments, Houston in Amount of $882,436
Harris County Housing Finance Corp. is the Issuer

03-440 Sterlingshire Apartments, Houston in Amount of $341,421
Houston Housing Finance Corporation is the Issuer

03-458 Bayou Willows, Pasadena in Amount of $308,203
Harris County Housing Finance Corp. is the Issuer

Proposed Amendments to Housing Tax Credit Projects:
1) 02-147 Heatherbrook Apartments, Houston, Texas
2) 03-100 Churchhill at Longview Apartments, Longview, Texas

3) 03-245 Meadows Place Senior Village, Meadows Place, Texas

Iltem 8 Presentation, Discussion and Possible Approval of Report from the Audit Vidal Gonzalez
Committee:



a) HUD Section 8 Rental Integrity Monitoring Review

b) Status of Prior Audit Issues
c) Status of Central Database
Item 9 Discussion of SB1664 Research and Information Program Edwina Carrington

REPORT ITEMS

Executive Directors Report Edwina Carrington
Possible Return of Credits and Settlement of Litigation Concerning
Tax Credit Project No. 03-223, Suncrest Townhomes, El Paso, Texas

Approval of the 2004 Qualified Allocation Plan and Rules by the Governor
Scoring on Quantifiable Community Participation

Update on Revised Homebuyer Assistance Program Income Calculations
For the HOME Program

Status of the Family Self Sufficiency Program

Federal Legislation - HR284/S595 — Housing Bond and Credit Modernization
And Fairness Act

Availability of 4.99% Unassisted First Time Homebuyer Funds
Commercial Paper Program Update

EXECUTIVE SESSION Elizabeth Anderson
Consultation with Attorney Pursuant to Sec. 551.071, Texas
Government Code — Request for Extensions for
Commencement of Substantial Construction for:
1) 02-075 Heatherwilde Estates Apartments, San Antonio
2) 02-107 Holly Park Apartments, Corpus Christi

If permitted by law, the Board may discuss any item listed on this
agenda in Executive Session

OPEN SESSION Elizabeth Anderson
Action in Open Session on ltems Discussed in Executive Session

Item 10 Presentation, Discussion and Possible Approval of Request for Edwina Carrington
Extensions for Commencement of Substantial Construction for:

1) 02-075 Heatherwilde Estates Apartments, San Antonio
2) 02-107 Holly Park Apartments, Corpus Christi

ADJOURN Elizabeth Anderson
To access this agenda and details on each agenda item in the board book, please visit our website at
www.tdhca.state.tx.us or contact the Board Secretary, Delores Groneck, TDHCA, 507 Sabine, Austin, Texas 78701,
512-475-3934 and request the information.
Individuals who require auxiliary aids, services or translators 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.




BOARD MEETING
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Texas State Capitol Extension Auditorium, 1400 Congress, Austin, Texas 78701
November 14, 2003 8:00 a. m.

Summary of Minutes

CALL TO ORDER, ROLL CALL

CERTIFICATION OF QUORUM

The Board Meeting of the Texas Department of Housing and Community Affairs of November 14, 2003 was called to order by
Vice-Chair of the Board C. Kent Conine at 8:10 a.m. It was held at the Texas State Capitol Extension Auditorium, 1400
Congress, Austin, Texas. Roll call certified a quorum was present. Elizabeth Anderson was absent.

Members present:

C. Kent Conine -- Vice Chair

Shadrick Bogany — Member

Norberto Salinas -- Member

Vidal Gonzalez -- Member

Patrick Gordon — Member (present but did not participate in discussions or voting)

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

Mr. Conine thanked Senator Todd Staples for sponsoring the Department for the use of the Auditorium for this meeting. He
also recognized Beau Rothchild of the House Committee on Urban Affairs as being in attendance.

Mr. Conine introduced Mr. Patrick Gordon, Attorney, Gordon & Mott, El Paso, Texas who has recently been appointed by The
Honorable Rick Perry Governor of Texas to the Board of the Texas Department of Housing and Community Affairs. Mr.
Gordon is a member of the State Bar of Texas, the American Bar Association and the American Institute of CPAs. He serves
on several boards, a science museum and is a merit badge counselor for the Boy Scouts of America. He received his
Bachelor’s degree in Finance from Texas A & M University and his Masters and Law degree with high honors from Texas Tech
University. The Board members welcomed Mr. Gordon to the 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 department staff and motions made by the Board.

Mr. Conine called for public comment and the following either gave comments at this time or preferred to wait until the agenda
item was presented.

Beau Rothchild, Committee Clerk for House Committee on Urban Affairs, Austin, Texas

Mr. Rothchild read a letter to the Board from the Committee on Urban Affairs Chairman Robert E. Talton which stated: “Dear
Board Members, on October 7, 2003, | forwarded to Executive Director Edwina Carrington, a letter expressing my concerns as
to the 2004 qualified allocation plan your staff submitted for public response. In that letter, | suggested that the proposed QAP
violated both the terms as well as the intent of Senate Bill 264, the Sunset Legislation for the Texas Department of the Housing
and Community Affairs during its last regular session. While | received a response from Ms. Carrington, the specific concerns |
raised in my letter have never been addressed. | have reviewed the draft of the QAP placed on your website Friday of last
week. I'm disappointed with the final draft and the appearance that the public input and my concerns have been ignored. |
raise my concern again, that | do not believe the QAP follows the mandates in the Senate Bill 264. Thank you for your attention
to this matter.

Sincerely, Robert E. Talton, State Representative.”

Bill Fisher, Developer, Dallas, Texas

Mr. Fisher stated he felt the staff changes on the one-mile rule is incorrect as it was inconsistent with the clear reading of
SB264 which says, “one-mile rule, three years, from the opening of the application round.” He asked staff to use the wording of
SB264 which is the “opening of the application round”.




Paula Blake, Bryan, Texas

Ms. Blake did not give any testimony.

Cynthia Bast, Attorney, Locke Liddell, Austin, Texas

Ms. Bast was available for any questions the Board might have.

Juan J. Patlan, San Antonio, Texas

Mr. Patlan did not give any testimony.

Kenneth Fambro, KRR Construction, Duncanville, Texas

Mr. Fambro did not give any testimony.

Mike Harms, San Leanna, Texas

Mr. Harms did not give any testimony.

Mr. Conine closed public comment at 8:30 am but would allow those people who requested to speak at the time of the agenda
items to do so at that time.

ACTION ITEMS

(1)

(2)

Presentation, Discussion and Possible Approval of Minutes of the Board Meetings of October 9, 2003

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the Minutes of the Board Meeting of
October 9, 2003.

Passed Unanimously

Presentation, Discussion and Possible Approval of:

2004 Regional Allocation Formula

Ms. Carrington stated staff is requesting the Board to approve the 2004 Regional Allocation Formula. The Board
approved this formula at the Board Meeting on August 14" for publication in the Texas Register and to receive public
comments. Public comments were received from August 29 to October 24. During public comments received, it was
stated that there was an anomaly in the way the urban, ex-urban and rural populations had fallen out. What was
discovered was that if it did not meet the definition of urban, then all of the dollars feel into the rural category. There
are many areas right outside of Houston, Dallas, San Antonio, etc. that are not considered rural because they are right
next to the metro area and they do meet the ex-urban definition. Staff did make changes to correct this. Staff was also
able to access HUD specific data that allowed the Department to review data that was related specifically to a place,
which is a census definition, as opposed to using the larger county.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the 2004 Regional Allocation Formula.
Passed Unanimously

2004 Affordable Housing Needs Score

Ms. Carrington stated the Affordable Housing Needs Score provides the Department a comparison of each county
and place, and helps to identify those areas around the State that have the greatest need. The Board also approved
this item to receive public comment at the August 14" meeting. Public comments were received from August 29 to
October 24.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the 2004 Affordable Housing Needs
Score.
Passed Unanimously

Ms. Carrington stated there were 13 public hearings held around the State on various rules of the Department and staff
is asking the Board to approve seven sets of rules. There were about 250 people who attended those hearings and
some of the rules did not receive many public comments.

Cindy Evans, McKinney, Texas

Ms. Evans stated she felt the signage requirement is very important. The way the QAP is worded, the developers are given a
choice of sending a letter to the people who are near the property and she felt that signage is the best most effective way to
make sure all of the people are aware of the incoming development. She disagreed with the language that is included about



the public who send in letters being turned over to the District Attorney if their comments are found to be misleading. She felt
this was not a productive way to invite the public into this process. There has been considerable discussions held on who
should be notified about a project and she felt the QAP reads that if someone is across the street or three blocks from a
project, that person did not have to be notified but if there is a civil rights group or tenants advocacy group on the other side of
town they had to be notified.

She was concerned with the scoring of the letters submitted on a project ad the final discretion on approvals is with the Board.

Judith McLaughlin, Houston, Texas

Ms. McLaughlin stated she felt the concept and the tools required to engage the public in the allocation decision is in a state of
development and refinement. In SB264, the Legislature has thrust the public into a process that does not provide any clear
guidelines to address the issues. On the signage, she felt that there should be an alternative that is proposed in the 2004 QAP
as one may not be able to find neighborhood organizations near a project but with a sign the organizations will find the
Department and have questions, etc. The neighborhood groups and individuals need to be informed about a project early in
the process and not at the last stages of a project. She felt it is a bad idea to score letters at this time but to develop this
concept. TDHCA should lead the process of early notification of organizations, the education of neighborhoods on the issue of
affordable housing and it should ensure a balanced exchange between the developer and the community during the
application process. The QAP is the tool that affects the behaviors and roles that all the stakeholders in the process play but it
will take time to define those roles. She asked the board to proceed slowly in approving anything that the public has issues.

Bobby Bowling, Tropicana Building Corp., El Paso, Texas

Mr. Bowling thanked the Department and staff for the level of specificity they’'ve given to the handling of set asides. He
discussed the issue of four bedroom units for the QAP and felt that they are needed in certain areas of Texas, especially El
Paso. He stated in El Paso the units need more bedrooms and the one bedroom units do not generate much interest for
renting. He suggested for Item 47(e) for ineligible building types to state “in any development proposing new construction,
other than a development, new construction or rehab, composed entirely of single family dwellings, having units with four or
more bedrooms” and to change that to “with more than four bedrooms”. He also requested to say no more than 20% four
bedrooms.

Mike Langford, Developer and Current President of TAAHP, Houston, Texas

Mr. Langford stated that SB264 has a lot of subjectivity and a lot of work needs to be done on defining certain definitions. As a
developer he does not agree with the requirement on the signage issue. The notification issue is confusing and it is hard to
identify the pertinent, quantifiable community organizations. He suggested the state to have a database which has all
neighborhood organizations which would save time for everyone in the notification process.

Barry Palmer, Developer, Houston, Texas

Mr. Palmer stated in some properties can not be rehabbed and a Housing Authority demolishes and builds on that same site
that they can use HOPE VI dollars and this was an excellent idea. Some of the smaller housing authorities in the state are
attempting to do this but they do not have HOPE VI funds. He suggested that the language be expanded to include housing
authorities that are tearing down and rebuilding on the same site, using their capital grant funds from HUD.

Barry Kahn, Developer, Houston, Texas

Mr. Kahn stated the threshold requirement on the neighborhood notification requirements in the QAP requires one to notify the
city clerk and obtain a listing of all neighborhood groups. There are over 12,000 organizations in the City of Houston on the
website. A developer is required to show proof that they have notified all the organizations or give a written explanation as to
why the organization is not part of the neighborhood. This is a huge time and cost factor. He suggested a limitation on the
amount of neighborhood groups to be contacted. The developer should have a choice to notify all organizations within a mile
or a half mile of the proposed project or some restricted area from the site or notify everybody within the same zip code. The
listing by zip code appears to be best way because that is the way the city keeps their list of organizations by zip codes. He
also asked that on the part that counties of over 1 million people that the Department can not allocate two projects within a mile
of one another and he suggested that this be for counties with fewer than 1 million people also.

Granger MacDonald, Developer, Kerrville, Texas

Mr. MacDonald stated that in smaller communities that they have one zip code that covers three communities and he felt a
geographical distance boundary of a half mile should be in place. There are groups that one would have to notify that have no
interest in housing such as the Barbershop Quarter or the Quilting Society. He felt the half mile notification would be the more
reasonable. He stated on the pre-applications that are due around January 8-9, 2004 that the self-scoring requirement be
eliminated this year or if you wrongly self-score, you do not have a penalty as this new QAP will be hard to interpret.




John Garvin, Executive Director, TAAHP, Austin, Texas

Mr. Garvin stated the rural option and urban option using the zip code and if they are in a quarter mile of an adjoining zip code
to notifying them would work with the notification requirement. He stated putting together a statewide database can be funded
with the increased bond application fees as part of the campaign to get neighborhoods involved in this process. He asked that
points be given to mayors or county judges for letters of recommendations for the projects just as the QAP gives points to the
state senators and state representatives.

Diana Mclver, Developer, Austin, Texas

Ms. Mclver complimented the Department that they added a proration of credit cap for joint ventures in the rural areas that
have capacity building, and the correction needs to be made that states “if the size of the project were 76 units or less” to “less
than 76 units”. She asked the Board to check the legislative intent of the section to see if they meant to have the same
parameters as the rest of the rules and laws that relate to locating two developments within a mile of each. She also stated
there is duplication between the threshold amenities and this needs to be cleared. She stated by having a minimum score of 50
that this would solve problems and consolidate the threshold amenities into the point-scoring amenities and create a minimum
score. On newspaper notifications if the developer could publish notice in a community that has a newspaper that is published
at least five days a week that they be exempt from also publishing in the metropolitan paper. She felt they should not get six
points for a state official elected letter if the local mayor or county judge is not getting the same number of points.

Mayor Salinas stated that letters from county commissioners and county judges are state elected officials should be included in
getting the points from state elected officials.

Jeremy Mazur. Legislative Director for State Representative Bill Callegari, Austin, Texas

Mr. Mazur stated Rep. Bill Callegari sponsored SB 264 and the Representative was interested in having the points be attached
to letters of support or opposition from elected officials, negative points for negative letters and positive points for positive
letters. He wanted that to apply to state elected officials and also to apply that to local officials including mayors and county
commissioners.

Mr. Mazur will discuss this topic with Rep. Callegari and ask him to put this intent in writing.

Mr. Conine stated that the Board could maybe add to the QAP that would allow for those particular points on letters, subject to
an opinion letter maybe coming from the AGs office on the legislation and a letter from the sponsor of the bill to either the
department or the AGs office, would be helpful.

(3) Presentation, Discussion and Possible Approval of Department Rules:

a) Final Housing Tax Credit Qualified Allocation Plan for 2004:
Adoption of Repeal of Title 10, Part 1, Chapter 50 — 2001 Low Income Housing Tax Credit Program Qualified
Allocation Plan and Rules;
Adoption of New Title 10, Part 1, Chapter 50 — 2004:
Housing Tax Credit Program Qualified Allocation Plan and Rules
Ms. Carrington stated the Board approved the draft of the QAP on August 14 and this draft went out for public
comment. The period of public comment was August 29 to October 10. This was also discussed at the 13
consolidated public hearings around the state. About 250 people attended those hearings. The Board is asked to take
two actions related to the Housing Tax Credit Program. One is to repeal Title 10, Part 1 Chapter 50 and then the
second action is to adopt the new Title 10, Part 1, Chapter 50.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to adopt the repeal of Title 10, Part 1, Chapter 50 —
2001 Low Income Housing Tax Credit Program Qualified Plan and Rules.
Passed Unanimously

Ms. Carrington stated staff summarized the comments received at the public hearings and those that were received by
letters and by e-mail. The department then provided a response to each of the comments.

Ms. Brooke Boston, Director of Multi Family Finance Production, stated there were three technical clarifications to be
made. One is under the definition for an eligible building type. The second is that for a non-profit as the Department is
moving the language back to only needing to be controlling interest and it did not need to be the sole general partner.
The third is under sponsor characteristics and 3 points would be added back in.

Mr. Bogany stated he would like to adopt the rule in regards to the zip code and notification and in rural areas to have
a half a mile from the project.

10



b)

Mr. Conine stated on the newspaper notification the developers will have an option in the metropolitan group
notification.

Motion made by Norberto Salinas and seconded by Shad Bogany to amend the newspaper notification to give the
developers another option in the metropolitan statistical areas.
Passed Unanimously

Motion made by Norberto Salinas and seconded by Shad Bogany on the neighborhood groups notification if one is in
an urban or ex-urban area it would be by zip code and if one is in a rural area, it would be a half a mile.
Passed Unanimously

On the signage issue, the Board decided to leave it the way it is written in the QAP.

On the tearing down of old housing project in a rural community to add to the at-risk definition to say that if one
included not just HOPE VI funds, but the actual capital grant funds that come from HUD to the PHA that this would
resolve concerns and allow that to cover more of the rural PHAs. This would add one category of who would be
eligible.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to adopt this change.
Passed Unanimously

Motion made by Norberto Salinas and seconded by Vidal Gonzalez to approve the addition of the mayor and county
judge or county commissioners to the state elected officials’ letters subject to an Attorney Generals opinion letter.
Passed Unanimously

The HUB points will stay in the QAP.
On the scoring of the letters the Board decided to leave the wording as it is in the current draft of the QAP.

Mr. Conine stated that on the ineligible building types he felt there should not be a project with all 2 bedrooms or all 3
bedrooms and felt the mixture of ones, twos and threes providing an appropriate balance creates flexibility. H
proposed the following: 60% on one bedrooms would stay at 60; two bedrooms would be at 45% and three bedrooms
would be at 35%.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the building types as 60% for one
bedrooms; two bedrooms at 45%; and three bedrooms at 35%.
Passed Unanimously

Ms. Boston stated staff is proposing that in the threshold section of the QAP, Sec. 49.9(F)(4)(a) to say “the applicant
must certify that they will meet at least the minimum point amenities for threshold, as described in Sec. 49.9(G)(7)(d)".
Under the eligible building types the proposal on the family point to lower it down to 30% and say they must have 30%
of units for more than two bedrooms.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve these two proposals.
Passed Unanimously

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the adoption of new Title 10, Part 1,
Chapter 50 — 2004 Housing Tax Credit Program Qualified Allocation Plan and Rules as amended.
Passed Unanimously

Final Housing Trust Fund Rules:

Adoption of Repeal of Title 10, Part 1, Chapter 51 — Housing Trust Fund Rules

Adoption of New Title 10, Part 1, Chapter 51 - Housing Trust Fund Rules

Ms. Carrington stated the Board approved the draft rules for comment and publication in the Texas Register on August
14. They were published in the Texas Register and the comment period was September 26 through October 10. The
Department did not receive many comments on these rules. The comments and the Department’s response were in
the Board book.
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d)

Motion made by Norberto Salinas and seconded by Shad Bogany to repeal Title 10, Part 1, Chapter 51 — Housing
Trust Fund Rules.
Passed Unanimously

Motion made by Norberto Salinas and seconded by Vidal Gonzalez to adopt the new Title 10, Part 1, Chapter 51 —
Housing Trust Fund Rules.
Passed Unanimously

Final Real Estate Analysis Rules:

Adoption of Amendment to Title 10, Part 1, Chapter 1, Subchapter B — Underwriting, Market Analysis, Appraisal,
Environmental Site Assessment, and Property Condition Assessment Rules And Guidelines Including New Section
1.36 Property Condition Assessment Rules and Guidelines

Ms. Carrington stated staff is requesting to make an amendment to these rules. These rules were approved by the
Board at the August 14 meeting to be published in the Texas Register and the public comment period was August 29
to October 10. The additions made to these rules are inclusion of language per SB 264 for alternative dispute
resolution. There was a language change of transitional housing to supportive housing and expanded a definition on
underwriting. There is a new section which is the property condition assessment rules and guidelines.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the adoption of Amendment to Title 10,
Part 1, Chapter 1, Subchapter B — Underwriting, Market Analysis, Appraisal, Environmental Site Assessment, and
Property Condition Assessment Rules and Guidelines Including New Section 1.36 Property Condition Assessment
Rules and Guidelines.
Passed Unanimously

Final HOME Program Rules:

Adoption of Repeal of Title 10, Part 1, Chapter 53, Section 53.59

Adoption of Amendment to Title 10, Part 1, Chapter 53 — Home Investment Partnerships Program

Ms. Carrington stated the Board approved these rules at the August 14 meeting for publication in the Texas Register
and to receive public comment. Alternative dispute resolution language was added in the HOME rules.

Motion made by Norberto Salinas and seconded by Shad Bogany to repeal Title 10, Part 1 Chapter 53, Section 53.59.
Passed Unanimously

Staff requested to delete the statement in accordance with Rider 3 and published by the Department and is striking
“applicants targeting households at or below 30% of the median income of the area may use the average state median
family income, based on number of persons in a household”.

Motion made by Norberto Salinas and seconded by Shad Bogany to delete “applicants targeting households at or
below 30% of the median income of the area may use the average state median family income, based on number of
persons in a household” and to also have an open cycle for funds that are not impacted by the regional allocation
formula.

Passed Unanimously

Motion made by Norberto Salinas and seconded by Shad Bogany to approve the adoption of Amendment to Title 10,
Part 1, Chapter 53 — Home Investment Partnerships Program and to include the approved amendments.
Passed Unanimously

Final Integrated Housing Rule:

Adoption of New Title 10, Part 1, Subchapter A, Section 1.15

Ms. Carrington stated this has been a policy of the Department since December 2002 and was approved by the Board.
Staff is proposing that this policy become a rule.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the adoption of new Title 10, Part 1,
Subchapter A, Section 1.15.
Passed Unanimously

Final Portfolio Management and Compliance Rules:

Adoption of New Title 10, Part 1, Chapter 60 —Compliance Administration, Subchapter A, Compliance
Monitoring and Asset Management

12



g)

(4)

®)

Ms. Carrington stated the compliance monitoring rules have been removed from the QAP and staff is proposing to
have them as a separate rule. These rules were approved by the Board at the August 14 Board meeting and they were
published in the Texas Register and staff received public comments from September 26 to October 10.

Motion made by Norberto Salinas and seconded by Vidal Gonzalez to approve the adoption of new Title 10, Part 1,
Chapter 60-Compliance Administration, Subchapter A, Compliance Monitoring and Asset Management.
Passed Unanimously

Final Multi Family Bond Rules:

Withdrawal of Emergency Repeal Title 10, Part 1, Chapter 33 — Guidelines for Multifamily Housing Revenue
Bond Rules

Adoption of Repeal of Title 10, Part 1, Chapter 33 — Guidelines for Multi Family Housing Revenue Bond;
Adoption of Repeal of Title 10, Part 1, Chapter 35 — Taxable Multi Family Mortgage Revenue Bond Program;
Adoption of Repeal of Title 10, Part 1, Chapter 39 — Tax-Exempt Multi Family Mortgage Revenue Bond
Program;

Withdrawal of Emergency New Title 10, Part 1, Chapter 33 — Multifamily Housing Revenue Bond Rules
Adoption of New Title 10, Part 1, Chapter 33 — Multifamily Housing Revenue Bond Rules

Mr. Wittmayer stated this item involves the adoption of the repeal of three chapters which were the bond rules. In their
place staff is recommending the Board adopt the new multifamily housing rules. The Board approved the emergency
bond rule in August to get the rules in place for the application of the new scoring under the new legislation. The new
Chapter 33 is being put in place of the previously adopted emergency Chapter 33. The addition of language on
alternative dispute resolution is also recommended by staff.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to withdraw the emergency repeal Title 10, Part 1,
Chapter 33- Guidelines for Multifamily Housing Revenue B Withdrawal of Emergency Repeal Title 10, Part 1, Chapter
33 — Guidelines for Multifamily Housing Revenue Bond Rules.

Passed Unanimously

Motion made by Shad Bogany and seconded by Vidal Gonzales to approve the adoption of Repeal of Title 10, Part 1,
Chapter 33 — Guidelines for Multi Family Housing Revenue Bond.
Passed Unanimously

Motion made by Vidal Gonzalez and seconded by Norberto Salinas to approve the adoption of Repeal of Title 10, Part
1, Chapter 35 — Taxable Multi Family Mortgage Revenue Bond Program.
Passed Unanimously

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the adoption of Repeal of Title 10, Part 1,
Chapter 39 — Tax-Exempt Multi Family Mortgage Revenue Bond Program.
Passed Unanimously

Motion made by Shad Bogany and seconded by Vidal Gonzalez to withdrawal the Emergency New Title 10, Part 1,
Chapter 33 — Multifamily Housing Revenue Bond Rules.
Passed Unanimously

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the adoption of New Title 10, Part 1,
Chapter 33 — Multifamily Housing Revenue Bond Rules.
Passed Unanimously

Presentation, Discussion and Possible Approval of Interagency Contract with the Texas Department of
Housing and Community Affairs and the Office of Rural Community Affairs on the Housing Tax Credit Set
Aside

This item will be presented at a later meeting.

Presentation, Discussion and Possible Approval of “Draft” 2004 Application Submission Procedures Manual
for Housing Tax Credits and Housing Trust Fund

Ms. Carrington stated the Board is being asked to approve this draft as this manual will track the qualified allocation
plan. Since there have been changes made to the QAP, these changes will be made in the manual also.
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(6)
1)

2)

3)

b)

Motion made by Shad Bogany to approve the “Draft” 2004 Application Submission Procedures Manual for Housing
Tax Credits and Housing Trust Fund.
Passed Unanimously

Presentation, Discussion and Possible Approval of Programmatic Items:

Section 8 Program

Resolution No. 03-085 Authorizing Payment Standards for Section 8 Program for FY 2004

Ms. Carrington stated staff is requesting approval of the payment standards for Section 8. The payment standard
identified for all of the counties is either 100% of the fair market rent or 110% of the fair market rent. Staff is asking to
have the ability to go up to 120% in an area. In the past the Executive Director has had the ability to go to 120% but
never has used it.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve Resolution No. 03-085 authorizing the
payment standards for the Section 8 Program for FY 2004.
Passed Unanimously

Resolution No. 03-086 Authorizing Consolidation of Three Annual Contributions Contracts into One Annual
Contributions Contract

Ms. Carrington stated the Department administers vouchers from three HUD offices and these are in Dallas, Houston
and San Antonio. Staff is requesting to consolidate these three annual contribution contracts into one annual
contributions contract.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve Resolution No. 03-086 authorizing the
consolidation of three annual contributions contracts into one annual contributions contract with HUD for the Section 8
program.

Passed Unanimously

Resolution No. 03-087 Authorizing the Transfer of Thirty Section 8 Vouchers from the Texas Department of
Housing and Community Affairs to the U.S. Department of Housing and Urban Development

Ms. Carrington stated Marble Falls Housing Authority has asked the Department to relinquish 30 vouchers to HUD so
that HUD can allocate these vouchers to Marble Falls to assist in fully leasing some units in the Marble Falls area.

Motion made by Norberto Salinas and seconded by Shad Bogany to approve Resolution No. 03-087 to transfer thirty
Section 8 vouchers from the Department to the U.S. Department of Housing and Urban Development.
Passed Unanimously

Dr. Marvin C. Griffin, President, East Austin Economic Dev. Corp., Austin, Texas
Dr. Griffin stated he was in favor of the Bethel Senior Housing project as it is needed and they have the capacity to
handle such a project.

Rev. Earl Harris, Bethel Baptist Church, Crockett, Texas
Rev. Harris stated they were in a partnership with the East Austin Economic Development Corporation to make this in
Bethel a realty because there are people in Crockett that are living in very poor conditions.

Marvin McPherson, Chairman, Bethel Economic Dev. Community, Crockett, Texas
Mr. McPherson stated it was an opportunity to partner with the East Austin Economic Development Corporation to
make this project a reality.

Van Dyke Johnson, Executive Director, East Austin Development Corp., Austin, Texas

Mr. Johnson stated part of their mission is to partner with small rural communities to bring out capacity. He requested
consistency and fairness in the application of the guidelines and rules and asked the Board to approve their appeal for
funds.

HOME Program:

FY 2002-2003 Multi Family HOME Appeal for Bethel Senior Housing

Ms. Carrington stated that Bethel Seniors did follow the process for applying for funds under the HOME Multifamily
CHDO round. They were not recommended for funds at the September 15 Board meeting due to financial instability.
They did file their appeal to the Executive Director and the Executive Director denied the appeal. The Department has
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2)

a requirement to identify a positive cash flow over a 30 year period as required by statute and this caused the appeal
to be denied.

Motion made by Norberto Salinas and seconded by Shad Bogany to grant the appeal for Bethel Senior Housing.
Passed Unanimously

Single Family HOME Program Awards for Disaster Relief Projects for $13,832,000 in HOME Program
Deobligated Funds

FEMA DR 1425 Awards:

2003-0382-Institute of Rural Development for $520,000
2003-0383-Jim Wells County for $520,000
2003-0384-Live Oak County for $520,000
2003-0385-San Patricio County for $520,000
2003-0386-Rural Economic Assistance League (R.E.A.L.) for $520,000
2003-0387-Dimmit County for $520,000
2003-0388-City of Tuscola for $520,000
2003-0389-City of Big Wells for $520,000
2003-0390-City of Benavides for $520,000
2003-0391-Medina County for $520,000
2003-0392-Karnes County for $520,000
2003-0393-City of Robstown for $520,000
2003-0394-City of Kenedy for $520,000
2003-0400-LaSalle County for $520,000
2003-0401-City of Cotulla for $520,000

2003-0402-City of Hondo for $520,000

FEMA DR 1434 Awards:

2003-0395-Jim Wells County for $520,000
2003-0396-R.E.A.L. for $520,000

2003-0404-Institute of Rural Development for $520,000
2003-0405-Live Oak County for $520,000
2003-0406-San Patricio County for $520,000

FEMA DR 1439 Awards:

2003-0397-Jim Wells County for $520,000
2003-0398-Institute of Rural Development for $520,000
2003-0399-R.E.A.L. for $520,000

2003-0403-San Patricio County for $520,000

State Declared Declarations Awards:
2003-0407-Johnson County for $520,000
2003-0408-Rusk County for $312,000

Ms. Carrington stated staff is requesting to utilize the Single Family portion of the HOME funds for disaster relief.
Under the deobligation policy for the HOME funds it has as its first priority appeals and the second priority is disasters.
All of the recommended awards have a FEMA designation and the Department has also received a letter from
Governor Perry on all the communities requesting disaster relief funds.

Motion made by Norberto Salinas and seconded by Shad Bogany to approve the use of the HOME deobligated funds
for disaster relief awards.
Passed Unanimously

Housing Trust Fund:

Request for Forgiveness of Repayment in the amount of $168,000 in Predevelopment Loans for the Green
Bridge Development Company

Ms. Carrington stated this award was made to the Green Bridge Development Company and the purpose was to
provide funds in the amount of $250,000 to assist in the acquisition and preservation of multi family properties by
providing free development services and due diligence reviews on properties under contract for purchase. The loan
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2)

b)

c)

contract with Green Bridge does allow the forgiveness or deferral of the loan. Green Bridge has asked for forgiveness
in the amount of $168,000 which was drawn under the contract. Staff is recommending forgiveness.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the forgiveness of the loan in the
amount of $168.000.
Passed Unanimously

Presentation, Discussion and Possible Approval of Financial Items:

Mortgage Credit Certificates:

Mortgage Credit Certificate Program Administrator

Mr. Byron Johnson, Director of Bond Finance, stated staff issued a RFP for someone to assist in marketing the
program and for an administrator of the program. The group staff is recommending is Housing Administrators Inc.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve Housing Administrators Inc. as the MCC
Administrator for the MCC program.
Passed Unanimously

Resolution No. 03-080 Authorizing Mortgage Credit Certificate Program for First Time Homebuyers
Mr. Johnson stated staff is requesting approval to create a MCC program. $15,000,000 will be made available for the
start of the program.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the creation of the MCC Program.
Passed Unanimously

Capital Fund Program Revenue Bonds (Modernization and Preservation Program)
Ms. Carrington stated this is an update only. Staff has been having meetings with housing authorities and will be
coming to the Board at a later meeting for this program.

Resolution No. 03-081 Authorizing an Additional Series for TDHCA’s Single Family Mortgage Revenue
Refunding Tax-Exempt Commercial Paper Notes Program

Ms. Carrington stated this resolution, 03-081, would authorize the additional series for TDHCA'’s single family
mortgage revenue refunding tax exempt commercial paper notes program. In July the Board approved an increase in
the commercial paper program from $75,000,000 to $200,000,000. The Bond Review Board has approved this
increase. Staff is requesting to create a Series C for this program to allow the Department to accommodate the
remainder of the difference between the $200,000,000 and the $75,000,000.

Motion made by Shad Bogany and seconded by Norberto Salinas to approve Resolution No. 03-081 for the creation of
an additional series which would be Series C for the Single Family Mortgage Revenue Refunding Tax Exempt
Commercial Paper Notes Program.

Passed Unanimously

Robert Greer, President, Michaels Development Company, Marlton, New Jersey

Mr. Greer stated the Michaels Company stepped into the position of general partner for 4 properties formerly owned by Century
Pacific. They began the full rehabilitation of these 4 properties. Due to a conflict of interest, HUD required them to engage a
second AMAP processing entity to re-underwrite all the conclusions HUD had accepted. Due to unforeseen setbacks and
required duplication of activities, they are asking for an extension on the loan closing.

(8)

a)

Presentation, Discussion and Possible Approval of Housing Tax Credit Items:
Request for Extensions:

No. 02-019, Yale Village Apartments, Houston, Texas

No. 02-020, Kings Row Apartments, Houston, Texas

No. 02-021, Continental Terrace Apartments, Ft. Worth, Texas

No. 02-022, Castle Garden Apartments, Lubbock, Texas

Motion made by Vidal Gonzalez and seconded by Shad Bogany to approve the request for extensions for:
No. 02-019, Yale Village Apartments, Houston, Texas

No. 02-020, Kings Row Apartments, Houston, Texas

No. 02-021, Continental Terrace Apartments, Ft. Worth, Texas

No. 02-022, Castle Garden Apartments, Lubbock, Texas
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Passed Unanimously

2) No. 02-097, Park Manor Apartments, Waxahachie, Texas
The deadline recommended is January 13, 2004.

3) No. 02-103, Valley View Apartments, Pharr, Texas
The deadline recommended is January 14, 2004.

4) No. 02-119, Lovett Manor, Houston, Texas
The deadline recommended is February 10, 2004.

5) No. 02-131, Meadows of Oakhaven, Pleasanton, Texas
The deadline recommended is January 30, 2004.

6) No. 02-147, Heatherbrook Apartments, Houston, Texas
The deadline recommended is February 12, 2004.

Motion made by Vidal Gonzalez and seconded by Shad Bogany to approve the extension requests as recommended.
Passed Unanimously

b) Issuance of Determination Notices with Other Issuers:
03-432 Primrose Skyline Apartments, Houston in amount of $0
Harris County Housing Finance Corp. is the Issuer
Ms. Carrington stated that Primrose Skyline has requested to postpone this request until the December board meeting.

03-433 Southern Terrace, Dallas in amount of $1,043,740
Dallas Housing Finance Corp. is the Issuer

03-434 Preakness Ranch, Dallas in amount of $939,661
Dallas Housing Finance Corp. is the Issuer

03-436 Northland Woods Apartments, Houston in amount of $865,730
Harris County Housing Finance Corp. is the Issuer

03-438 Parkside Point Apartments, Houston in amount of $792,586
Houston Housing Finance Corp. is the Issuer

03-441 Primrose at Jefferson Plaza, San Antonio in amount of $616,285
Bexar County Housing Finance Corp. is the Issuer

03-442 Little York Parc Apartments, Houston in amount of $883,444
Victory Street Public Utility Corp. is the Issuer
Ms. Carrington stated this project has officially withdrawn.

03-449 Little Nell Apartments, Houston in amount of $920,281
Houston Housing Finance Corp. is the Issuer

Ms. Carrington stated the remaining six tax exempt bond finance developments all have other issuers and not the
Department.

Motion made by Norberto Salinas and seconded by Shad Bogany to approve the determination notices for: 03-433,
Southern Terrace, Dallas in amount of $1,043,740; 03-434, Preakness Ranch, Dallas in amount of $939,661; 03-436,
Northland Woods Apartments, Houston in amount of $865,730; 03-438, Parkside Point Apartments, Houston in
amount of $792,586; 03-441, Primrose at Jefferson Plaza, San Antonio in amount of $616,285; 03-442, 03-449, Little
Nell Apartments, Houston in amount of $920,281.

Passed Unanimously

Ken Mitchell, Developer, Ben Brook, Texas
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Mr. Mitchell asked the Board to remove a restriction that is causing trouble for him on the Grand Texan Apartments. The
restriction limits the occupancy to all the units to senior citizens who make 50% or less of area median income. This leaves
the low income seniors who are at 50%-60% out of this project. He had a letter of support from the City of McKinney on this
amendment.

c) Amendments:
01-007, Grand Texan Apartments, McKinney, Texas
Ms. Carrington stated this was a forward commitment in 2001. The transaction was restructured from 230 units down
to 100 units. The Department feels the election one chooses at the time they applied which was 20% at 50% is the
one they have to live by. Staff is not recommending the amendment.

Motion made by Norberto Salinas and seconded by Shad Bogany to deny the amendment.
Passed Unanimously

03-220, Desert Breeze, El Paso, Texas
Motion made by Shad Bogany and seconded by Norberto Salinas to approve the amendment.
Passed Unanimously

03-231, Montgomery Meadows, Huntsville, Texas
Motion made by Shad Bogany and seconded by Norberto Salinas to approve the amendment.
Passed Unanimously

REPORT ITEMS

Executive Directors Report
Update on Revised Homebuyer Assistance Program Income Calculations For the HOME Program
Status of the Family Self Sufficiency Program
NCSHA Annual Conference
Federal Legislation - HR284/S595 — Housing Bond and Credit Modernization And Fairness Act
Availability of 4.99% Unassisted First Time Homebuyer Funds

The report items were not presented.
EXECUTIVE SESSION
Consultation with Attorney Pursuant to Sec. 551.071, Texas
Government Code — Matters Concerning Section 572.054,
Texas Government Code;
If permitted by law, the Board may discuss any item listed on this agenda in Executive Session

OPEN SESSION
Action in Open Session on ltems Discussed in Executive Session

Mr. Conine announced that no Executive Session will be held.
ADJOURN

Mr. Conine adjourned the meeting at 12:35 p.m.

Respectfully submitted,

Delores Groneck
Board Secretary

Bdminnov
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BOARD MEETING

DECEMBER 11, 2003

The Presiding Officer of the Board of the Texas Department of Housing and
Community Affairs will appoint members of the Board to various committees.




CENTER FOR HOUSING RESEARCH, PLANNING, AND COMMUNICATIONS

BOARD ACTION REQUEST
December 11, 2003

Action Item

2004 State of Texas Low Income Housing Plan and Annual Report.

Required Action

Approval of the 2004 State of Texas Low Income Housing Plan and Annual Report.

Background

The 2004 State of Texas Low Income Housing Plan and Annual Report (SLIHP or Plan) is one of three
comprehensive planning documents the Texas Department of Housing and Community Affairs is required
to submit annually. It serves in the following capacities: provides an overview of TDHCA housing and
housing-related priorities and policies; outlines statewide housing needs; provides TDHCA’s programs
funding levels and performance measures; and reports on the Department’s activities during the preceding
fiscal year (September 1, 2002— August 31, 2003).

The Plan was made available for public comment from September 22, 2003 through October 24, 2003.
Comment was accepted in writing directly to the Department or at 13 Consolidated hearings held across
the state (Longview, Dallas, Wichita Falls, Lubbock, San Angelo, El Paso, Austin, San Antonio,
Harlingen, Corpus Christi, Waco, Lufkin and Houston). Approximately 250 people attended these
hearings.

Summary of Changes from 2003 State of Texas Low Income Housing Plan and Annual Report

e Inclusion of Colonia Biennial Action Plan

Activities reflect new organizational structure

78™ Legislative Session Overview

2003 Department performance figures

Regional overviews now include available funding, performance figures, anticipated allocations, 2003
Community Needs Survey information, and Regional Advisory Committee comments.

Summary of Proposed Changes from the Draft Version of the Plan

e A $3 million set-aside for multifamily housing development activity within the HOME program.

e Adjustments to the Regional Allocation Formula and Affordable Housing Needs Score (approved at
November Board meeting).

e Minor language revisions.

» See Attachment A for summary of comments received during the public comment period and the
Department’s responses.




Attachment A: Summary of Public Comment and Department Responses

SUMMARY OF PUBLIC COMMENT

The comments summarized below were received during the 13 consolidated public hearings or submitted
in writing directly to the Department. They cover general programmatic issues that are directly related to
the Plan. Please refer to the November 14, 2003, Board book, available from TDHCA’'s website at
http://www.tdhca.state.tx.us/au_boardcenter.htm, for comments received regarding program-specific
rules.

COMMENTS REGARDING THE HOME PROGRAM

Comment: Development Funds
Establish scoring criteria and appropriate set-asides of funds within existing programs in order to partner
with the other governmental entities who have the primary responsibility of providing this type of housing
(migrant farmworker). Request for grants for smaller communities to build garden homes for the elderly. If
the need is there, and in cities where you could only do three to five homes anyway because of the small
amount they're asking for, such as 250, | think there needs to be another look at this.
e Department Response

The Department believes that funding for smaller multifamily new construction should be made

available to the rural areas. In response to public comment, the Department will allocate $3

million for new construction multifamily activities through the HOME Program.

Comment: Set-Aside Descriptions
Should include 15 percent as reserved for CHDOs that are acting in the role of owner, developer, or
sponsor—and not as stated reserved for CHDOs for the development of housing-sponsored or owned by
the organization.
e Department Response
The Department will use the following wording to be consistent with HOME rules: CHDO set-aside
projects are owned, developed, or sponsored by the CHDO, and result in the development of
rental units or homeownership. Development includes projects that have a construction
component, either in the form of new construction or the rehabilitation of existing units.

Comment: Set-Aside Descriptions
The Plan fails to specify anywhere the process of applying “through direct funding or loan guarantees,”
nor are these listed as part of the Description of Activities section. The Plan seems to indicate this is in
addition to a CHDO being able to apply for Homebuyer Assistance.
e Department Response
Per HOME rules, neither direct funding nor loan guarantees are eligible activities, therefore are
not addressed in the Plan. No change proposed.



Comment: CHDO Operating Expenses
That 75 percent of the funds available (75 percent of $337,500) be available exclusively to CHDOs that
are awarded HOME funds under the CHDO Set-Aside.
e Department Response
Currently all CHDO Operating Funds are available exclusively to CHDOs that are awarded HOME
funds under the CHDO Set-Aside. No change proposed.

Comment: CHDO Operating Expenses
Fifteen percent of the funding is set aside for CHDOs, as is required by federal law. However, the
Department sets aside an additional $337,500 for CHDO Operating Expenses...not mandated by law. If
the Department elected, it could include the CHDO operating expenses funds as part of the mandated 15
percent CHDO Set-Aside. The $337,500 could then be allocated to the preservation and rehabilitation of
multifamily housing.
e Department Response
The Department believes that unique needs of CHDOs justify the additional operating expenses.
No change proposed.

Comment: CHDO Funds

Comments were received requesting that applicants be allowed to receive CHDO Operating Funds even if

the applicant has not been awarded HOME awards for Development Activities.

e Department Response

The Department does not currently have the procedures in place to allocate CHDO Operating
Funds for those applicants that do not receive HOME awards for specific activities. The
Department will do further research over the next year to determine requirements for such a
program. No change proposed.

Comment: CHDO Administrative Expenses
Would suggest the CHDOs receiving funds under the Set-Aside as owner, sponsor, or developer, be
automatically awarded not only the 4 percent for administrative costs, but also be allowed to apply for
CHDO Operating Funds in a separate category from those CHDOs strictly applying for operating funds. In
this way, you help pay for CHDOs that are already performing services.
e Department Response
Currently, the Department awards 5 percent for administrative costs to CHDOs. The proposed
Action Plan does not allocate CHDO Operating Funds for those applicants that do not receive
HOME awards for specific activities. No change proposed.

Comment: CHDO General
The $500,000 per applicant cap for Homebuyer Assistance under the CHDO Set-Aside be raised to
$1,000,000.
e Department Response
CHDOs are eligible to receive up to a total of $1.5 million per award and are not subject to the
$500,000 cap. No change proposed.



Comment: CHDO General

Allow a CHDO receiving an award above the $500,000 level an additional year to expend the funds.
e Department Response
The Department believes that 24 months is sufficient time to expend CHDO funds. No change
proposed.

Comment: CHDO General

Allow a CHDO that has been certified and received HOME funds in the last three years to certify that “no

material changes” have taken place that would affect the organization’s CHDO qualifications, in lieu of

having to resubmit all of the organization documents time after time.

e Department Response

In an effort to fulfill HUD’s on-going requirements related to the qualifications of CHDOs, the
Department believes that it is appropriate to require full certification for each new
application/award received for CHDO funds. No change proposed.

Comment: CHDO Funds
It is our view that HOME Program requirements that restrict the release of CHDO Operating Funds to
certified CHDOs upon their certification creates a negative development environment for newly
established organizations.
e Department Response
HUD rules require that all organizations that receive CHDO funds be organized as a CHDO. No
change proposed.

Comment: Capacity Building

Comment was received suggesting that the Department consider using HOME funds to establish a

capacity building program. Comment encourages the Department to structure this program to target

organizations that might reasonably be expected to develop as successful applicants for HOME

Investment Partnerships Program funds.

e Department Response

The Department realizes the need for capacity building assistance, especially for those nonprofits
beginning efforts to supply affordable housing in their respective communities. Although no
funding will be awarded for such a program in the proposed 2004 State of Texas Consolidated
Plan: One-Year Action Plan, the Department is working diligently to establish the possibility of
such a program in future funding years.

Comment: Administrative Funds

Comment urges the Department to closely observe the Set-Aside of Tenant-Based Rental Assistance for
individuals affected by the Olmstead decision and other set-asides that benefit people with disabilities. It
asked that the Department seek innovative processes that will broaden the scope of people with
disabilities who will request access to assistance. It has been expressed that the funding involves a
meager administrative fee, coupled with a reimbursement process. As a result, many community-based
organizations cannot compete for contracts.



Department Response

It is the Department’s desire to serve all citizens of Texas, including those of the disability
population. The Department is awarding applications for Tenant-Based Rental Assistance for
those persons affected by the Olmstead decision for the first time. Staff has worked closely with
advocates of this population to ensure proper execution of this set-aside. Realizing the higher
expenses incurred by taking on a program of this nature, the amount of administrative funds
awarded was increased from 4 percent of the project request, to 6 percent of the project request.
Staff will continue to carefully review and monitor this set-aside, however, and look for
inadequacies and areas of possible improvement.

Comment: Rehabilitation Funds

The Department acknowledges that rehabilitation must be the primary eligible activity. However, in
reviewing the Plan, it does not appear that rehabilitation constitutes a required component of 50 percent
or more of the required funding.

It appears that only rental housing preservation and owner-occupied housing assistance have a required
rehabilitation component. It is recommended that special needs housing and homebuyer assistance be
revised to include a requirement that the funds be used for rehabilitation.

Department Response

The Department currently allocates (less set-asides) 45 percent of HOME funding towards Owner-
Occupied Rehabilitation. In addition, $2 million is allocated specifically towards multifamily
preservation, and preservation/rehabilitation activities may be undertaken through the CHDO set-
aside—making rehabilitation the primary HOME-funded activity.

The consolidated planning process is designed to give participating jurisdictions the flexibility to
serve the specific needs of its constituency. Through an extensive citizen participation process,
and taking into account various legislative requirements, the Department believes that the
activity allocations are consistent with the needs of Texas’s most vulnerable populations. No
change proposed.

Comment: Tenant-Based Rental Assistance
The Department certifies that “the use of HOME funds for tenant-based assistance is an essential
element of the State’s Consolidated Plan.” However, Section 21(a)(3) of the Cranston-Gonzalez National
Affordable Housing Act states as follows:
A participating jurisdiction may use funds provided under this subtitle for tenant-based rental
assistance only if
1) the jurisdiction certifies that the use of funds under this subtitle for tenant-based rental
assistance is an essential element of the jurisdiction’s annual housing strategy for expanding
the supply, affordability, and availability of decent, safe, sanitary, and affordable housing, and
specifies the local market conditions that lead to the choice of this option.

...in 2003, the Department conducted a Community Needs Survey in the 13 service regions of the state
requesting the local need to choose between the type of multifamily assistance needed....in 10 of the
regions, the need for multifamily rental assistance program was the lowest priority. Without discarding the



Community Needs Surveys, the Department would appear to be without support for having a TBRA
program.

Department Response

Per §91.305 (b)(1) of the statute governing the consolidated planning process, the Department
outlined the specific need for rental assistance in the 2001-2004 Consolidated Plan—refer to
the Housing and Homeless Needs Assessment. Pages 12—36 outline the specific Census
demographic support for the activities undertaken by the Department. Pages 37—57 outline the
specific needs of special needs populations that further support the need for rental assistance.

With regard to the Community Needs Survey, it is important to note that the surveys are one of
many avenues utilized by the Department to gather data/information to be used towards making
HOME allocation decisions. The survey is representative of local desires and does not necessarily
give an accurate assessment of need. With this in mind, the Department also analyzes Census
data, as well as data from other State agencies and research institutions in determining need. No
change proposed.

Note that at 20 percent, rental assistance is the lowest percentage allocated to the major HOME
activities (45 percent for Owner Occupied and 35 percent for Homebuyer Assistance).

Comment: 5 Percent Disability Set-Aside

Under State law, at least 95 percent of the HOME funding must be set aside for non—participating
jurisdictions, which are basically rural areas of the state. State law then states that if the funds are not
allocated to non—participating jurisdictions, then the funds may be used on housing for persons with
disabilities. It is recommended that the Department set aside 100 percent of its funds for non—
participating jurisdictions...be available for rural disability housing as a matter of first priority. In the event
that sufficient applications for the housing for persons with disabilities in rural areas were submitted,
then the funding would shift to rental housing preservation.

Department Response

8§2306.111(c) of the Texas Government Code reads:
the department shall expend at least 95 percent of these funds for the benefit of non-
participating small cities and rural areas that do not qualify to receive funds under the
Cranston-Gonzalez National Affordable Housing Act directly from the United States
Department of Housing and Urban Development. All funds not set aside under this
subsection shall be used for the benefit of persons with disabilities who live in areas
other than small cities and rural areas.

It specifically states that all funds not set aside under this section shall be used for the benefit of
persons with disabilities who live in areas other than nonparticipating areas. The Department
believes that it is currently in compliance with the language of the statute. Additionally, it has
been shown that much of the disabled population and those services necessary to aid this
population are located in the areas with participating jurisdiction status. No change proposed.



Comment: Contract for Deed Conversions
The Department has set aside $2 million for Contract for Deed conversions. It appears that the Office of
Rural Community Affairs and/or the Office of Colonia Initiatives has primary responsibility for colonias. It
is recommended that the $2 million be funded from the CDBG program. While the Department’s
appropriation bill does direct that funds for the CFD program and Colonia Model Subdivision program be
spent by the Department, the funds for these programs would be more properly funded by CDBG funds.
e Department Response
As stated by the commenter, the Department is legislatively required to fund both the Contract for
Deed Conversion and Colonia Model Subdivision programs. No change proposed.

Comment: HOME Program Funding
It is further recommended that the Homebuyer Assistance and Owner-Occupied Housing Assistance
programs be combined into one program that requires a rehabilitation component and excludes down
payment and closing cost assistance as an eligible activity.
e Department Response
The Department believes that Census data and public comment support the need for both
activities. No change proposed.

Comment: Rental Housing Preservation
The funding of Rental Housing Preservation should be increased from $2 million to $10 million per year.
e Department Response
Preservation funds are currently available through other Department housing programs including
the Junior Lien Bond Proceeds, Multifamily Bond, Housing Tax Credit, and Housing Trust Fund.
The Department believes it is important to support additional avenues of affordable housing
available through HOME Program funds. No change proposed.

Comment: Definition
In reviewing the Plan, we note that the definition of “persons with disabilities” is different from definitions
found in other TDHCA documents.
e Department Response
The Department will review and make changes as appropriate.

Comment: Integrated Housing Policy
There should be a requirement that all applicants follow the Department’s Integrated Housing Policy.
e Department Response
The Department’s Integrated Housing Policy was adopted by the TDHCA Board as a rule in
November of 2003. All Department housing programs must adhere to the new rule.

Comment; Compliance Monitoring
There is no mention of inspectors assuring that accessibility requirements are met and that the
Department’s Integrated Housing Policy is followed.
e Department Response
Per TDHCA policy, monitoring will ensure that all applicants comply with Department rules.



Comment: Housing Costs
Unfortunately, with the HOME Program, there are differences in the cost of housing and how those
projects are funded in a rural county because you have—in a larger community, you have more economy
for scale. And what we get in HOME funds, unfortunately, does not go as far as that money might go in a
larger community because it just costs more to do business. We don’t have contractors that specialize in
doing a lot of new construction.

e Department Response

No response necessary.

Comment: Olmstead Funding
We appreciate the $4 million and the tenant-based rental assistance for the same kind of initiative that's
for the next biennium.
e Department Response
No response necessary.

Comment: Competitive Review
Support of an open CHDO funding cycle.
e Department Response
No response necessary.

COMMENTS REGARDING THE EMERGENCY SHELTER GRANTS PROGRAM

The Texas Department of Housing and Community Affairs sponsored a series of public hearings as a
forum to receive public comment on the Department’s proposed administration for several federally
funded programs, including ESGP. Responses to ESGP administration have been summarized below.

Comment

Please consider stopping the double-dipping allowed by entitlement cities still being able to compete at
the regional level. Two chances or two sources of funding is unfair to non-entitlement locations and
lowers the amount of available funds in under-served areas.

e Department Response
Statistics indicate concentrations of homeless individuals in large urban areas; therefore, the
Department does not prohibit entitlement cities or private nonprofit organizations in those areas
from applying for available ESGP funds. This does not reduce the funds reserved for each of the
thirteen planning regions as per the ESGP formula. In addition, the Department awards bonus
points to successful applications received from non-entitlement areas.

Comment

| feel that the need for housing for the homeless/needy people in America is great and need action on a
continual basis. | feel that the grant application should be short and to the point and new programs
should be highly considered for funding up on request because of the over-flowing need for shelter. There
are too many laws within laws that zero out the main purpose of reviving the homeless as intended. Staff
people are the key to making this program work to meet the clients needed as well as just having shelter.

e Department Response



ESGP is a competitive grant and the Department is required to develop and consistently apply
criteria by which to award funds. Each year the Department revises the ESGP application and
sponsors a pre-application workshop in an attempt to clarify requirements and to assist eligible
organizations (particularly new applicants) to submit responsive applications. The Department
reviews and scores each application according to criteria based on the content of the application
packet. In order to maintain a fair and equitable selection process, neither new applicants nor
repeat applicants are favored.

Comment
More temporary shelter, rent assistance, and utility assistance are needed. Electricity has almost doubled
in the last two years.
e Department Response
ESGP funds are one of several funding sources that may be used for these purposes.

Comment
The program should continue as it is currently operated. More funds should be made available for the
project awards.

e Department Response
The Department awards to eligible applicants 95 percent of the annual ESGP funds awarded to
the State of Texas. The remaining 5 percent is used to pay costs the State incurs to effectively
administer ESGP.

Comment

The language used under the “Special Initiative” section sounds like TDHCA is trying to restrict the

competition for providing statewide Technical Assistance to a pre-selected bidder, and hence eliminate

competition. There are several well-qualified persons and organizations that could provide the service,

including for-profit organizations and individuals. Why award only one Technical Assistance contract? Why

only nonprofit providers?

e Department Response

Eligible applicants for ESGP funds include units of general local government and private nonprofit
organizations. Any entity that applies for the Special Initiative funding must be eligible to apply for
ESGP funds. Individuals and for-profit organizations are not eligible to apply for or administer
ESGP funds. Through the Special Initiative Project, the Department encourages the development
of applications for other HUD funds targeted to assist homeless individuals, an effort that
requires establishing effective local service coalitions. Stated requirements in the application
parallel this narrow focus.

COMMENTS REGARDING THE COLONIA ACTION PLAN

In an effort to solicit public comment on the Colona Action Plan, the Office of Colonia Initiatives mailed the
plan to members of the Colonia Resident Advisory Committee. Representatives from the Border Field
Offices also contacted the committee members to encourage comment. The comment received by the
Department is summarized below.



Comment
Mr. Jose Luis Almazan, Cameron County Secondary C-RAC member, stated that education in the colonias
is very important because it will educate the future residents of the area—so the same mistakes will not
be done again.
e Department Response
No response necessary.

Check the areas so there won't be flood conditions; one of the major problems. And the existing projects
continue to work.
e Department Response
Current legislation prevents properties from being developed in flood zones. The Department
verifies conformity to the statute.

Have more trees in the new colonias along with new homes and maintain the area. Contractors with
property should continue warranty deeds with vendor's lien. More programs for the youth.
e Department Response
This type of activity is considered eligible.

Contractors with property should continue warranty deeds with vendor's lien.

e Department Response
The Department concurs and does encourage this.

More programs for the youth.
e Department Response
The focus of TDHCA is the provision of safe, decent, and affordable housing. While the
Department does not have any statutory authority to focus on youth related programs, OCI
will attempt to disseminate information related to youth programs.

Comment
Mr. Dewitt Jones, Starr County C-RAC member, stated that he was for the plan and especially interested in
the education part of it.
e Department Response
No response necessary.

Comment
Mr. Guillermo Garcia, El Paso County C-RAC member, agreed with the plan, but would like to see more
self-help construction initiatives.
e Department Response
TDHCA currently funds several self-help construction initiatives. At this time, the Department feels
the administrative capacity of nonprofit organizations currently able to undertake these initiatives
are fully extended. The Department will consider future initiatives as organizational capacity
increases.



The NOFA cycles should be open year round to allow better project planning.

Department Response
In November 2003, the TDHCA Board approved open cycles for several colonia-related activities.

COMMENTS REGARDING THE REGIONAL ALLOCATION FORMULA

Comment

It was stated that the 2003 RAF is serving its intended purpose and it should not be changed other than
to update the US Census data used in the formula as it becomes available.

Department Response

The part of the RAF that allocates available funding among the state service regions remains
unchanged except for adding 2000 US Census data and updating the other available funding for
2003. (Additional HUD funding for public housing authorities was added to the other available
funding data set. This addition of previously unavailable data is consistent with the intent of the
RAF to consider as many sources of other affordable housing funding as possible.)

The change to the formula, which divides the region’s available funding into urban/exurban and
rural funding pools, is in response to Senate Bill 264 of the 78th Legislature. The methodology
used to distribute the funds to the urban/exurban and rural populations within the region is
consistent with the method used to distribute the funds from the state level to the regional level.
No change proposed.

Comment

Concern was voiced that rural areas are adversely impacted by the Regional Allocation Formula because
much of the need is located in larger metropolitan areas. For example, it was stated that, “El Paso gets
the bulk of the money, the way the allocation formula criteria are, because the formula is very heavily
weighted on numbers of people..Well, unfortunately, in the rural communities or the frontier
communities, we don’t have big humbers. And so we automatically receive less funding consideration
because we don’t have...numbers to compete with larger communities.”

Department Response

The current formula attempts to split the available funds between urban/exurban and rural areas
based on quantifiable measures of need. In past allocation rounds, the determination of how
much funding would be available to rural areas was either not specifically defined or was based
on a statewide set aside of funds. The new formula provides rural areas in each region with a
specifically designated pool of money for their use. This distribution is based on an estimate of
what portion of the region’s affordable housing need is located in “rural” areas.

Under the Housing Trust Fund and Housing Tax Credit RAF formula, six regions have over 40
percent of the region’s available funds earmarked for rural areas. Statewide, the distribution of
funding is 77 percent urban/exurban and 23 percent rural (8 percent higher than the previous 15
percent rural set-aside). The HOME Program, which distributes 95 percent of its funds to non—



participating jurisdictions, shows a 32 percent urban/exurban and 68 percent rural statewide
distribution pattern. No change proposed.

Comment

A comment asked why some of the regions with larger metropolitan areas showed such substantial
variances in the distribution of affordable housing need, other available funding, and the resulting
distribution of funds between urban/exurban and rural areas. Specifically, the proposed RAF showed an
11 percent difference between the rural funding allocation for Region 3 (Dallas) and Region 6 (Houston).

e Department Response
To address this concern the Department reevaluated the way the RAF calculates affordable
housing need for the urban/exurban and rural areas. The 2004 methodology proposed for public
comment assumed that all need outside of urban place boundaries (urban city boundaries) was
rural. This assumption was problematic and contributed to an inaccurate distribution of
urban/exurban and rural need.

The most conspicuous example of the inaccurate distribution lies in the funding results for
Uniform State Service Region 6, where the city of Houston is located. In Harris County over
680,000 people live in unincorporated areas just outside of the Houston city limits. Most of this
unincorporated population lives in an area located northwest of the Houston city limits near the
Sam Houston Tollway. This population should not be considered rural given the proximity to the
city of Houston and a population density similar to that of Houston. In the 2004 methodology
proposed for public comment, this population was considered rural, thereby inflating the region’s
rural funding distribution.

To compound this issue, 93 percent of the other available funding the Housing Tax Credit and
Housing Trust Fund RAF considers is place-specific. Because the estimate of urban/exurban and
rural affordable housing need was not place-specific in the 2004 methodology proposed for
public comment, even more of the urban/exurban allocation was adjusted to rural areas.

With the desire to remain as consistent and accurate as possible, the Department modified the
affordable housing need calculation in the Regional Allocation Formula to reflect place-level (city
or town) information. This revised 2004 methodology utilizes the urban/exurban and rural place
designations based on the Regional Allocation Formula’s definition of urban/exurban and rural.

Comment:
It was stated that the RAF needs to consider other HUD tenant-based rental assistance funding available
to PHAs if it is going to consider similar funding from USDA. If such data is not considered, then the
funding available to urban/exurban and rural areas would be distorted.
e Department Response
The Department agrees that including more sources of funds will provide a more accurate RAF
model. TDHCA worked directly with HUD to obtain this information and it is included in the model.

Comment



It was suggested that USDA multifamily property transfer payments should not be included in the formula
as they do not represent actual new available funding.
e Department Response
The Department concurs. USDA multifamily transfer payment transactions were identified and
were removed from the RAF.

Comment

It was recommended that the HOME RAF methodology should be refined to separate the other available

sources of funding between homeownership/owner-occupied and multifamily activities. With the need for

multifamily and single family activities being closely equal and over 80 percent of the other available

funding being available for owner-occupied housing, it seems misdirected for TDHCA to use 80 percent of

its HOME funds for owner-occupied housing.

e Department Response

The RAF does not determine the percentage of HOME funds that will be used for a specific
activity. As such, considering the single family funds separately from multifamily funds would
have no impact on this issue. The Regional Allocation Formula distributes funds to regions with a
consideration of how much money is available to the region from other sources for affordable
housing activities. As the HOME Program serves both single family and multifamily activities, the
Department will continue to consider single family and multifamily funds together. No change
proposed.

Comment

It is recommended that the sources and uses of the other available funds be provided with the release of
the Regional Allocation Formula so the public may provide a more informed response to the request for
comment.

e Department Response
The Department concurs. While this information is included in the Plan in which the RAF is
published, this information will be provided in future write-ups describing the Regional Allocation
Formula.

COMMENTS REGARDING THE AFFORDABLE HOUSING NEEDS SCORE

Comment

A few comments suggested that more weight should be assigned to the poverty-related component of the
AHNS—as the score does not give sufficient weight to factors that would provide housing assistance to
those households with the “greatest housing need.” The AHNS should give greater priority to geographic
areas having families living at or below the poverty level and where there is either an insufficient supply of
housing affordable to such families or the housing stock is unaffordable, inadequate, or substandard.

e Department Response
Sixty-two percent of the total AHNS is based on US Census data. Persons living at or below the
poverty level already represent half of these points. Persons experiencing housing cost burden
and the combined measures of housing quality (overcrowding, incomplete plumbing, and
incomplete kitchen facilities) each represent a third of the US Census data related points. It is



thought that the weights assigned to each of the components in the proposed AHNS results in a
balanced scoring model. No change is proposed.

Comment

Concern was voiced that the difference between the high and low scores in the proposed AHNS was too

great for some areas to even bother applying. For example, it was stated that, “the affordable housing

needs score is 20 points for Dallas, and the rest of the points going down to three and four points. It's just

too dramatic a difference there. Also we found that there's no way to compensate for that point score

differential, because the exurban proposal in the QAP limits the developer to 100 units. | found that

extremely difficult to make work on expensive tracts, or more expensive tracts in the suburbs.” This

concern of the scoring differential between places was voiced for both urban and rural areas.

e Department Response

The Department agrees that the originally proposed AHNS did not have a range of scores that
allowed for equitable competition between a variety of places within each region. It had been
intended that scoring items within the program rules would offset this potential scoring gap in the
AHNS. However, from a practical standpoint, the originally proposed AHNS made it much harder
to determine what places in a region would score competitively. The AHNS methodology was
revised to provide a set of scores that allows competitive applications to be submitted for more
places in a region.

Comment
Concern was voiced that cities with the highest scores were also the ones that have repeatedly received
funding.
e Department Response
The Department agreed with this suggestion and reinstated the five-point AHNS scoring bonus for
cities that have not received an award of HOME, HTC, or HTF funding within the past two program
allocations.

Comment

It was suggested that the type of population served by previous TDHCA funding awards should be

considered when this data is used to adjust the AHNS. For example, while a community may have

received prior funding commitments, these awards may not have specifically addressed the elderly or

persons with disabilities.

e Department Response

The previous-TDHCA-award scoring adjustment in the AHNS is designed to ensure that TDHCA'’s
limited funds are distributed across a wide geographical area. For the purpose of the AHNS, it is
the fact that a particular community received funds for affordable housing that another
community did not have the opportunity to receive. The AHNS is not designed to determine what
activities the funds should be used for or what demographic groups should be served. No change
is proposed.

Comment
A suggestion was made that the AHNS should make a distinction between the need for elderly
developments as opposed to family, or other categories.



e Department Response
The AHNS is designed to encourage developers to submit applications that will serve parts of the
region that show the highest level of affordable housing need. As such, it is a macro-level analysis
of need. Due to the complexity of analyzing local markets, it is thought that the determination of
what type of housing is needed locally is best left to market studies and input from the members
of the community. No change is proposed.

Comment

It was suggested that overcrowding should not be considered in the AHNS scoring model for applicants

applying in the HOME special needs set-aside. Special needs funding that serves the elderly will help

households who are normally one or two persons. These households will typically not be affected by

overcrowding. More emphasis could be placed on the need associated with incomplete kitchens and

incomplete plumbing.

e Department Response

The AHNS serves as a measure of the general need for affordable housing in an area. The factors
used in the formula represent a broad segment of the population with affordable housing need as
opposed to data that relates to specific population groups. The current formula places more
emphasis on the measures that affect a larger portion of the population. Income and housing
cost issues (as represented by poverty and housing cost burden data) are weighted much higher
than the factors related to much smaller population groups (overcrowding, incomplete plumbing,
and incomplete kitchen). No change is proposed.

Comment
It was suggested that TDHCA should consider including 2000 Census information on persons with
disabilities in the Affordable Housing Need Score.

e Department Response
The AHNS serves as a general assessment of affordable housing need which helps distribute
funds within the state’s service regions. Currently, the AHNS does not include data that could
result in funding distribution preferences based on the demographic characteristics of specific
subgroups of the population. The proposed AHNS methodology, which considers the region’s
income, cost of housing, and condition of housing, provides an accurate measure of the region’s
overall housing need. No change is proposed.

Note that TDHCA is working in conjunction with Texas Council for Developmental Disabilities on a
report to identify the housing needs of persons with disabilities in Texas. The 2000 US Census
data on persons with disabilities will be a significant part of this report. It is possible that the
AHNS may be modified for future funding allocations based on the findings of this report.

Comment

A number of comments stated that additional weight in the AHNS should be associated with an area’s
level of affordable housing need relative to the area’s overall population. The proposed AHNS formula
provides a scoring advantage to all places located in counties that have a higher percentage of the
region’s population. In the proposed AHNS, all communities in counties with larger metropolitan areas
receive an insurmountable scoring edge over similarly sized communities in lower-population counties.



One comment suggested that this problem could be addressed by having “factors that gave equal scoring
consideration to the absolute number of households that appear within a particular needs category, as
well as using a percentage of how those people make up the community as a whole.”

Department Response

The Department concurs with this recommendation. The formula has been revised to provide a
greater scoring variation for places throughout the region’s counties. To accomplish this, the part
of the score which compares an area’s affordable housing need indicator (AHNI) data to the
area’s total population was changed to use place level data instead of county level data. Also, the
relative weights associated with this factor and the factor that compares the county AHNI need to
the region’s AHNI need were equalized. The remaining points associated with the Community
Need Survey responses were not changed.
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Action Item

2004 State of Texas Consolidated Plan — One-Year Action Plan.

Required Action

Approval of the 2004 State of Texas Consolidated Plan — One-Year Action Plan.

Background

Background

The 2004 State of Texas Consolidated Plan — One Year Action Plan is submitted in compliance with 24
CFR 91 Consolidated Plan Submissions for Community Planning and Development Programs made
effective on January 5, 1995.

The Plan, required by the US Department of Housing and Urban Development (HUD), describes the
federal resources expected to be available for the following programs: The Community Development
Block Grant (CDBG) Program, the HOME Investment Partnerships (HOME) Program, The Emergency
Shelter Grants (ESG) Program, and the Housing Opportunities for Persons with AIDS (HOPWA)
Program. The State’s method for distributing these funds is also set out in the Plan.

The Plan serves in the following capacities:

Describes the federal resources expected to be available for use by TDHCA, ORCA, and TDH;
Indicates resources from private and non-federal public sources expected to be made available
to address the needs identified in the Plan;

A description of the State’s method for distributing funds to local governments and non-profit
organizations, and how those funds will address the priority needs and specific objectives
described in the 2001-2003 State of Texas Consolidated Plan;

A description of the geographic areas of the State in which it will direct assistance during the
ensuing program year;

Activities planned to address the needs of the homeless including emergency shelter and
transitional housing; and

Actions planned for the next year to address obstacles to meeting underserved needs, to foster
and maintain affordable housing, to remove barriers to affordable housing, to evaluate and
reduce lead-based paint hazards, to reduce the number of poverty level families, to develop
institutional structure, and to enhance coordination between public and private housing and
social service agencies and to foster public housing residents initiatives.




The Plan was made available for public comment from September 22, 2003 through October 24, 2003.
Comment was accepted in writing directly to the Department or at 13 Consolidated hearings held across
the state (Longview, Dallas, Wichita Falls, Lubbock, San Angelo, El Paso, Austin, San Antonio,
Harlingen, Corpus Christi, Waco, Lufkin and Houston). Approximately 250 people attended these
hearings.

Summary of Changes from 2003 State of Texas Consolidated Plan — One-Year Action Plan (TDHCA
only).

e Updated HOME allocation information based on legislative changes from the 78" Legislative
Session.

Summary of Proposed Changes from the Draft Version of the Plan (TDHCA only).

e A $3 million set-aside for multifamily housing development activity within the HOME program.

e Adjustments to the Regional Allocation Formula and Affordable Housing Needs Score (approved at
November Board meeting).

e Minor language revisions.

» See Attachment A for summary of comments received during the public comment period and the
Department’s responses.



Attachment A: Summary of Public Comment and Department Responses

SUMMARY OF PUBLIC COMMENT

The comments summarized below were received during the 13 consolidated public hearings or submitted
in writing directly to the Department. They cover general programmatic issues that are directly related to
the Plan. Please refer to the November 14, 2003, Board book, available from TDHCA’s website at
http://www.tdhca.state.tx.us/au_boardcenter.htm, for comments received regarding program-specific
rules.

COMMENTS REGARDING THE HOME PROGRAM

Comment: Development Funds
Establish scoring criteria and appropriate set-asides of funds within existing programs in order to partner
with the other governmental entities who have the primary responsibility of providing this type of housing
(migrant farmworker). Request for grants for smaller communities to build garden homes for the elderly. If
the need is there, and in cities where you could only do three to five homes anyway because of the small
amount they're asking for, such as 250, | think there needs to be another look at this.
e Department Response

The Department believes that funding for smaller multifamily new construction should be made

available to the rural areas. In response to public comment, the Department will allocate $3

million for new construction multifamily activities through the HOME Program.

Comment: Set-Aside Descriptions
Should include 15 percent as reserved for CHDOs that are acting in the role of owner, developer, or
sponsor—and not as stated reserved for CHDOs for the development of housing-sponsored or owned by
the organization.
e Department Response
The Department will use the following wording to be consistent with HOME rules: CHDO set-aside
projects are owned, developed, or sponsored by the CHDO, and result in the development of
rental units or homeownership. Development includes projects that have a construction
component, either in the form of new construction or the rehabilitation of existing units.

Comment: Set-Aside Descriptions
The Plan fails to specify anywhere the process of applying “through direct funding or loan guarantees,”
nor are these listed as part of the Description of Activities section. The Plan seems to indicate this is in
addition to a CHDO being able to apply for Homebuyer Assistance.
e Department Response
Per HOME rules, neither direct funding nor loan guarantees are eligible activities, therefore are
not addressed in the Plan. No change proposed.



Comment: CHDO Operating Expenses
That 75 percent of the funds available (75 percent of $337,500) be available exclusively to CHDOs that
are awarded HOME funds under the CHDO Set-Aside.
e Department Response
Currently all CHDO Operating Funds are available exclusively to CHDOs that are awarded HOME
funds under the CHDO Set-Aside. No change proposed.

Comment: CHDO Operating Expenses
Fifteen percent of the funding is set aside for CHDOs, as is required by federal law. However, the
Department sets aside an additional $337,500 for CHDO Operating Expenses...not mandated by law. If
the Department elected, it could include the CHDO operating expenses funds as part of the mandated 15
percent CHDO Set-Aside. The $337,500 could then be allocated to the preservation and rehabilitation of
multifamily housing.
e Department Response
The Department believes that unique needs of CHDOs justify the additional operating expenses.
No change proposed.

Comment: CHDO Funds

Comments were received requesting that applicants be allowed to receive CHDO Operating Funds even if

the applicant has not been awarded HOME awards for Development Activities.

e Department Response

The Department does not currently have the procedures in place to allocate CHDO Operating
Funds for those applicants that do not receive HOME awards for specific activities. The
Department will do further research over the next year to determine requirements for such a
program. No change proposed.

Comment: CHDO Administrative Expenses
Would suggest the CHDOs receiving funds under the Set-Aside as owner, sponsor, or developer, be
automatically awarded not only the 4 percent for administrative costs, but also be allowed to apply for
CHDO Operating Funds in a separate category from those CHDOs strictly applying for operating funds. In
this way, you help pay for CHDOs that are already performing services.
e Department Response
Currently, the Department awards 5 percent for administrative costs to CHDOs. The proposed
Action Plan does not allocate CHDO Operating Funds for those applicants that do not receive
HOME awards for specific activities. No change proposed.

Comment: CHDO General
The $500,000 per applicant cap for Homebuyer Assistance under the CHDO Set-Aside be raised to
$1,000,000.
e Department Response
CHDOs are eligible to receive up to a total of $1.5 million per award and are not subject to the
$500,000 cap. No change proposed.



Comment: CHDO General

Allow a CHDO receiving an award above the $500,000 level an additional year to expend the funds.
e Department Response
The Department believes that 24 months is sufficient time to expend CHDO funds. No change
proposed.

Comment: CHDO General

Allow a CHDO that has been certified and received HOME funds in the last three years to certify that “no

material changes” have taken place that would affect the organization’s CHDO qualifications, in lieu of

having to resubmit all of the organization documents time after time.

e Department Response

In an effort to fulfill HUD’s on-going requirements related to the qualifications of CHDOs, the
Department believes that it is appropriate to require full certification for each new
application/award received for CHDO funds. No change proposed.

Comment: CHDO Funds
It is our view that HOME Program requirements that restrict the release of CHDO Operating Funds to
certified CHDOs upon their certification creates a negative development environment for newly
established organizations.
e Department Response
HUD rules require that all organizations that receive CHDO funds be organized as a CHDO. No
change proposed.

Comment: Capacity Building

Comment was received suggesting that the Department consider using HOME funds to establish a

capacity building program. Comment encourages the Department to structure this program to target

organizations that might reasonably be expected to develop as successful applicants for HOME

Investment Partnerships Program funds.

e Department Response

The Department realizes the need for capacity building assistance, especially for those nonprofits
beginning efforts to supply affordable housing in their respective communities. Although no
funding will be awarded for such a program in the proposed 2004 State of Texas Consolidated
Plan: One-Year Action Plan, the Department is working diligently to establish the possibility of
such a program in future funding years.

Comment: Administrative Funds

Comment urges the Department to closely observe the Set-Aside of Tenant-Based Rental Assistance for
individuals affected by the Olmstead decision and other set-asides that benefit people with disabilities. It
asked that the Department seek innovative processes that will broaden the scope of people with
disabilities who will request access to assistance. It has been expressed that the funding involves a
meager administrative fee, coupled with a reimbursement process. As a result, many community-based
organizations cannot compete for contracts.



Department Response

It is the Department’s desire to serve all citizens of Texas, including those of the disability
population. The Department is awarding applications for Tenant-Based Rental Assistance for
those persons affected by the Olmstead decision for the first time. Staff has worked closely with
advocates of this population to ensure proper execution of this set-aside. Realizing the higher
expenses incurred by taking on a program of this nature, the amount of administrative funds
awarded was increased from 4 percent of the project request, to 6 percent of the project request.
Staff will continue to carefully review and monitor this set-aside, however, and look for
inadequacies and areas of possible improvement.

Comment: Rehabilitation Funds

The Department acknowledges that rehabilitation must be the primary eligible activity. However, in
reviewing the Plan, it does not appear that rehabilitation constitutes a required component of 50 percent
or more of the required funding.

It appears that only rental housing preservation and owner-occupied housing assistance have a required
rehabilitation component. It is recommended that special needs housing and homebuyer assistance be
revised to include a requirement that the funds be used for rehabilitation.

Department Response

The Department currently allocates (less set-asides) 45 percent of HOME funding towards Owner-
Occupied Rehabilitation. In addition, $2 million is allocated specifically towards multifamily
preservation, and preservation/rehabilitation activities may be undertaken through the CHDO set-
aside—making rehabilitation the primary HOME-funded activity.

The consolidated planning process is designed to give participating jurisdictions the flexibility to
serve the specific needs of its constituency. Through an extensive citizen participation process,
and taking into account various legislative requirements, the Department believes that the
activity allocations are consistent with the needs of Texas’s most vulnerable populations. No
change proposed.

Comment: Tenant-Based Rental Assistance
The Department certifies that “the use of HOME funds for tenant-based assistance is an essential
element of the State’s Consolidated Plan.” However, Section 21(a)(3) of the Cranston-Gonzalez National
Affordable Housing Act states as follows:
A participating jurisdiction may use funds provided under this subtitle for tenant-based rental
assistance only if
1) the jurisdiction certifies that the use of funds under this subtitle for tenant-based rental
assistance is an essential element of the jurisdiction’s annual housing strategy for expanding
the supply, affordability, and availability of decent, safe, sanitary, and affordable housing, and
specifies the local market conditions that lead to the choice of this option.

...in 2003, the Department conducted a Community Needs Survey in the 13 service regions of the state
requesting the local need to choose between the type of multifamily assistance needed....in 10 of the
regions, the need for multifamily rental assistance program was the lowest priority. Without discarding the



Community Needs Surveys, the Department would appear to be without support for having a TBRA
program.

Department Response

Per §91.305 (b)(1) of the statute governing the consolidated planning process, the Department
outlined the specific need for rental assistance in the 2001-2004 Consolidated Plan—refer to
the Housing and Homeless Needs Assessment. Pages 12—36 outline the specific Census
demographic support for the activities undertaken by the Department. Pages 37—57 outline the
specific needs of special needs populations that further support the need for rental assistance.

With regard to the Community Needs Survey, it is important to note that the surveys are one of
many avenues utilized by the Department to gather data/information to be used towards making
HOME allocation decisions. The survey is representative of local desires and does not necessarily
give an accurate assessment of need. With this in mind, the Department also analyzes Census
data, as well as data from other State agencies and research institutions in determining need. No
change proposed.

Note that at 20 percent, rental assistance is the lowest percentage allocated to the major HOME
activities (45 percent for Owner Occupied and 35 percent for Homebuyer Assistance).

Comment: 5 Percent Disability Set-Aside

Under State law, at least 95 percent of the HOME funding must be set aside for non—participating
jurisdictions, which are basically rural areas of the state. State law then states that if the funds are not
allocated to non—participating jurisdictions, then the funds may be used on housing for persons with
disabilities. It is recommended that the Department set aside 100 percent of its funds for non—
participating jurisdictions...be available for rural disability housing as a matter of first priority. In the event
that sufficient applications for the housing for persons with disabilities in rural areas were submitted,
then the funding would shift to rental housing preservation.

Department Response

8§2306.111(c) of the Texas Government Code reads:
the department shall expend at least 95 percent of these funds for the benefit of non-
participating small cities and rural areas that do not qualify to receive funds under the
Cranston-Gonzalez National Affordable Housing Act directly from the United States
Department of Housing and Urban Development. All funds not set aside under this
subsection shall be used for the benefit of persons with disabilities who live in areas
other than small cities and rural areas.

It specifically states that all funds not set aside under this section shall be used for the benefit of
persons with disabilities who live in areas other than nonparticipating areas. The Department
believes that it is currently in compliance with the language of the statute. Additionally, it has
been shown that much of the disabled population and those services necessary to aid this
population are located in the areas with participating jurisdiction status. No change proposed.



Comment: Contract for Deed Conversions
The Department has set aside $2 million for Contract for Deed conversions. It appears that the Office of
Rural Community Affairs and/or the Office of Colonia Initiatives has primary responsibility for colonias. It
is recommended that the $2 million be funded from the CDBG program. While the Department’s
appropriation bill does direct that funds for the CFD program and Colonia Model Subdivision program be
spent by the Department, the funds for these programs would be more properly funded by CDBG funds.
e Department Response
As stated by the commenter, the Department is legislatively required to fund both the Contract for
Deed Conversion and Colonia Model Subdivision programs. No change proposed.

Comment: HOME Program Funding
It is further recommended that the Homebuyer Assistance and Owner-Occupied Housing Assistance
programs be combined into one program that requires a rehabilitation component and excludes down
payment and closing cost assistance as an eligible activity.
e Department Response
The Department believes that Census data and public comment support the need for both
activities. No change proposed.

Comment: Rental Housing Preservation
The funding of Rental Housing Preservation should be increased from $2 million to $10 million per year.
e Department Response
Preservation funds are currently available through other Department housing programs including
the Junior Lien Bond Proceeds, Multifamily Bond, Housing Tax Credit, and Housing Trust Fund.
The Department believes it is important to support additional avenues of affordable housing
available through HOME Program funds. No change proposed.

Comment: Definition
In reviewing the Plan, we note that the definition of “persons with disabilities” is different from definitions
found in other TDHCA documents.
e Department Response
The Department will review and make changes as appropriate.

Comment: Integrated Housing Policy
There should be a requirement that all applicants follow the Department’s Integrated Housing Policy.
e Department Response
The Department’s Integrated Housing Policy was adopted by the TDHCA Board as a rule in
November of 2003. All Department housing programs must adhere to the new rule.

Comment; Compliance Monitoring
There is no mention of inspectors assuring that accessibility requirements are met and that the
Department’s Integrated Housing Policy is followed.
e Department Response
Per TDHCA policy, monitoring will ensure that all applicants comply with Department rules.



Comment: Housing Costs
Unfortunately, with the HOME Program, there are differences in the cost of housing and how those
projects are funded in a rural county because you have—in a larger community, you have more economy
for scale. And what we get in HOME funds, unfortunately, does not go as far as that money might go in a
larger community because it just costs more to do business. We don’t have contractors that specialize in
doing a lot of new construction.

e Department Response

No response necessary.

Comment: Olmstead Funding
We appreciate the $4 million and the tenant-based rental assistance for the same kind of initiative that's
for the next biennium.
e Department Response
No response necessary.

Comment: Competitive Review
Support of an open CHDO funding cycle.
e Department Response
No response necessary.

COMMENTS REGARDING THE EMERGENCY SHELTER GRANTS PROGRAM

The Texas Department of Housing and Community Affairs sponsored a series of public hearings as a
forum to receive public comment on the Department’s proposed administration for several federally
funded programs, including ESGP. Responses to ESGP administration have been summarized below.

Comment

Please consider stopping the double-dipping allowed by entitlement cities still being able to compete at
the regional level. Two chances or two sources of funding is unfair to non-entitlement locations and
lowers the amount of available funds in under-served areas.

e Department Response
Statistics indicate concentrations of homeless individuals in large urban areas; therefore, the
Department does not prohibit entitlement cities or private nonprofit organizations in those areas
from applying for available ESGP funds. This does not reduce the funds reserved for each of the
thirteen planning regions as per the ESGP formula. In addition, the Department awards bonus
points to successful applications received from non-entitlement areas.

Comment

| feel that the need for housing for the homeless/needy people in America is great and need action on a
continual basis. | feel that the grant application should be short and to the point and new programs
should be highly considered for funding up on request because of the over-flowing need for shelter. There
are too many laws within laws that zero out the main purpose of reviving the homeless as intended. Staff
people are the key to making this program work to meet the clients needed as well as just having shelter.

e Department Response



ESGP is a competitive grant and the Department is required to develop and consistently apply
criteria by which to award funds. Each year the Department revises the ESGP application and
sponsors a pre-application workshop in an attempt to clarify requirements and to assist eligible
organizations (particularly new applicants) to submit responsive applications. The Department
reviews and scores each application according to criteria based on the content of the application
packet. In order to maintain a fair and equitable selection process, neither new applicants nor
repeat applicants are favored.

Comment
More temporary shelter, rent assistance, and utility assistance are needed. Electricity has almost doubled
in the last two years.
e Department Response
ESGP funds are one of several funding sources that may be used for these purposes.

Comment
The program should continue as it is currently operated. More funds should be made available for the
project awards.

e Department Response
The Department awards to eligible applicants 95 percent of the annual ESGP funds awarded to
the State of Texas. The remaining 5 percent is used to pay costs the State incurs to effectively
administer ESGP.

Comment

The language used under the “Special Initiative” section sounds like TDHCA is trying to restrict the

competition for providing statewide Technical Assistance to a pre-selected bidder, and hence eliminate

competition. There are several well-qualified persons and organizations that could provide the service,

including for-profit organizations and individuals. Why award only one Technical Assistance contract? Why

only nonprofit providers?

e Department Response

Eligible applicants for ESGP funds include units of general local government and private nonprofit
organizations. Any entity that applies for the Special Initiative funding must be eligible to apply for
ESGP funds. Individuals and for-profit organizations are not eligible to apply for or administer
ESGP funds. Through the Special Initiative Project, the Department encourages the development
of applications for other HUD funds targeted to assist homeless individuals, an effort that
requires establishing effective local service coalitions. Stated requirements in the application
parallel this narrow focus.

COMMENTS REGARDING THE COLONIA ACTION PLAN

In an effort to solicit public comment on the Colona Action Plan, the Office of Colonia Initiatives mailed the
plan to members of the Colonia Resident Advisory Committee. Representatives from the Border Field
Offices also contacted the committee members to encourage comment. The comment received by the
Department is summarized below.



Comment
Mr. Jose Luis Almazan, Cameron County Secondary C-RAC member, stated that education in the colonias
is very important because it will educate the future residents of the area—so the same mistakes will not
be done again.
e Department Response
No response necessary.

Check the areas so there won't be flood conditions; one of the major problems. And the existing projects
continue to work.
e Department Response
Current legislation prevents properties from being developed in flood zones. The Department
verifies conformity to the statute.

Have more trees in the new colonias along with new homes and maintain the area. Contractors with
property should continue warranty deeds with vendor's lien. More programs for the youth.
e Department Response
This type of activity is considered eligible.

Contractors with property should continue warranty deeds with vendor's lien.

e Department Response
The Department concurs and does encourage this.

More programs for the youth.
e Department Response
The focus of TDHCA is the provision of safe, decent, and affordable housing. While the
Department does not have any statutory authority to focus on youth related programs, OCI
will attempt to disseminate information related to youth programs.

Comment
Mr. Dewitt Jones, Starr County C-RAC member, stated that he was for the plan and especially interested in
the education part of it.
e Department Response
No response necessary.

Comment
Mr. Guillermo Garcia, El Paso County C-RAC member, agreed with the plan, but would like to see more
self-help construction initiatives.
e Department Response
TDHCA currently funds several self-help construction initiatives. At this time, the Department feels
the administrative capacity of nonprofit organizations currently able to undertake these initiatives
are fully extended. The Department will consider future initiatives as organizational capacity
increases.



The NOFA cycles should be open year round to allow better project planning.

Department Response
In November 2003, the TDHCA Board approved open cycles for several colonia-related activities.

COMMENTS REGARDING THE REGIONAL ALLOCATION FORMULA

Comment

It was stated that the 2003 RAF is serving its intended purpose and it should not be changed other than
to update the US Census data used in the formula as it becomes available.

Department Response

The part of the RAF that allocates available funding among the state service regions remains
unchanged except for adding 2000 US Census data and updating the other available funding for
2003. (Additional HUD funding for public housing authorities was added to the other available
funding data set. This addition of previously unavailable data is consistent with the intent of the
RAF to consider as many sources of other affordable housing funding as possible.)

The change to the formula, which divides the region’s available funding into urban/exurban and
rural funding pools, is in response to Senate Bill 264 of the 78th Legislature. The methodology
used to distribute the funds to the urban/exurban and rural populations within the region is
consistent with the method used to distribute the funds from the state level to the regional level.
No change proposed.

Comment

Concern was voiced that rural areas are adversely impacted by the Regional Allocation Formula because
much of the need is located in larger metropolitan areas. For example, it was stated that, “El Paso gets
the bulk of the money, the way the allocation formula criteria are, because the formula is very heavily
weighted on numbers of people..Well, unfortunately, in the rural communities or the frontier
communities, we don’t have big humbers. And so we automatically receive less funding consideration
because we don’t have...numbers to compete with larger communities.”

Department Response

The current formula attempts to split the available funds between urban/exurban and rural areas
based on quantifiable measures of need. In past allocation rounds, the determination of how
much funding would be available to rural areas was either not specifically defined or was based
on a statewide set aside of funds. The new formula provides rural areas in each region with a
specifically designated pool of money for their use. This distribution is based on an estimate of
what portion of the region’s affordable housing need is located in “rural” areas.

Under the Housing Trust Fund and Housing Tax Credit RAF formula, six regions have over 40
percent of the region’s available funds earmarked for rural areas. Statewide, the distribution of
funding is 77 percent urban/exurban and 23 percent rural (8 percent higher than the previous 15
percent rural set-aside). The HOME Program, which distributes 95 percent of its funds to non—



participating jurisdictions, shows a 32 percent urban/exurban and 68 percent rural statewide
distribution pattern. No change proposed.

Comment

A comment asked why some of the regions with larger metropolitan areas showed such substantial
variances in the distribution of affordable housing need, other available funding, and the resulting
distribution of funds between urban/exurban and rural areas. Specifically, the proposed RAF showed an
11 percent difference between the rural funding allocation for Region 3 (Dallas) and Region 6 (Houston).

e Department Response
To address this concern the Department reevaluated the way the RAF calculates affordable
housing need for the urban/exurban and rural areas. The 2004 methodology proposed for public
comment assumed that all need outside of urban place boundaries (urban city boundaries) was
rural. This assumption was problematic and contributed to an inaccurate distribution of
urban/exurban and rural need.

The most conspicuous example of the inaccurate distribution lies in the funding results for
Uniform State Service Region 6, where the city of Houston is located. In Harris County over
680,000 people live in unincorporated areas just outside of the Houston city limits. Most of this
unincorporated population lives in an area located northwest of the Houston city limits near the
Sam Houston Tollway. This population should not be considered rural given the proximity to the
city of Houston and a population density similar to that of Houston. In the 2004 methodology
proposed for public comment, this population was considered rural, thereby inflating the region’s
rural funding distribution.

To compound this issue, 93 percent of the other available funding the Housing Tax Credit and
Housing Trust Fund RAF considers is place-specific. Because the estimate of urban/exurban and
rural affordable housing need was not place-specific in the 2004 methodology proposed for
public comment, even more of the urban/exurban allocation was adjusted to rural areas.

With the desire to remain as consistent and accurate as possible, the Department modified the
affordable housing need calculation in the Regional Allocation Formula to reflect place-level (city
or town) information. This revised 2004 methodology utilizes the urban/exurban and rural place
designations based on the Regional Allocation Formula’s definition of urban/exurban and rural.

Comment:
It was stated that the RAF needs to consider other HUD tenant-based rental assistance funding available
to PHAs if it is going to consider similar funding from USDA. If such data is not considered, then the
funding available to urban/exurban and rural areas would be distorted.
e Department Response
The Department agrees that including more sources of funds will provide a more accurate RAF
model. TDHCA worked directly with HUD to obtain this information and it is included in the model.

Comment



It was suggested that USDA multifamily property transfer payments should not be included in the formula
as they do not represent actual new available funding.
e Department Response
The Department concurs. USDA multifamily transfer payment transactions were identified and
were removed from the RAF.

Comment

It was recommended that the HOME RAF methodology should be refined to separate the other available

sources of funding between homeownership/owner-occupied and multifamily activities. With the need for

multifamily and single family activities being closely equal and over 80 percent of the other available

funding being available for owner-occupied housing, it seems misdirected for TDHCA to use 80 percent of

its HOME funds for owner-occupied housing.

e Department Response

The RAF does not determine the percentage of HOME funds that will be used for a specific
activity. As such, considering the single family funds separately from multifamily funds would
have no impact on this issue. The Regional Allocation Formula distributes funds to regions with a
consideration of how much money is available to the region from other sources for affordable
housing activities. As the HOME Program serves both single family and multifamily activities, the
Department will continue to consider single family and multifamily funds together. No change
proposed.

Comment

It is recommended that the sources and uses of the other available funds be provided with the release of
the Regional Allocation Formula so the public may provide a more informed response to the request for
comment.

e Department Response
The Department concurs. While this information is included in the Plan in which the RAF is
published, this information will be provided in future write-ups describing the Regional Allocation
Formula.

COMMENTS REGARDING THE AFFORDABLE HOUSING NEEDS SCORE

Comment

A few comments suggested that more weight should be assigned to the poverty-related component of the
AHNS—as the score does not give sufficient weight to factors that would provide housing assistance to
those households with the “greatest housing need.” The AHNS should give greater priority to geographic
areas having families living at or below the poverty level and where there is either an insufficient supply of
housing affordable to such families or the housing stock is unaffordable, inadequate, or substandard.

e Department Response
Sixty-two percent of the total AHNS is based on US Census data. Persons living at or below the
poverty level already represent half of these points. Persons experiencing housing cost burden
and the combined measures of housing quality (overcrowding, incomplete plumbing, and
incomplete kitchen facilities) each represent a third of the US Census data related points. It is



thought that the weights assigned to each of the components in the proposed AHNS results in a
balanced scoring model. No change is proposed.

Comment

Concern was voiced that the difference between the high and low scores in the proposed AHNS was too

great for some areas to even bother applying. For example, it was stated that, “the affordable housing

needs score is 20 points for Dallas, and the rest of the points going down to three and four points. It's just

too dramatic a difference there. Also we found that there's no way to compensate for that point score

differential, because the exurban proposal in the QAP limits the developer to 100 units. | found that

extremely difficult to make work on expensive tracts, or more expensive tracts in the suburbs.” This

concern of the scoring differential between places was voiced for both urban and rural areas.

e Department Response

The Department agrees that the originally proposed AHNS did not have a range of scores that
allowed for equitable competition between a variety of places within each region. It had been
intended that scoring items within the program rules would offset this potential scoring gap in the
AHNS. However, from a practical standpoint, the originally proposed AHNS made it much harder
to determine what places in a region would score competitively. The AHNS methodology was
revised to provide a set of scores that allows competitive applications to be submitted for more
places in a region.

Comment
Concern was voiced that cities with the highest scores were also the ones that have repeatedly received
funding.
e Department Response
The Department agreed with this suggestion and reinstated the five-point AHNS scoring bonus for
cities that have not received an award of HOME, HTC, or HTF funding within the past two program
allocations.

Comment

It was suggested that the type of population served by previous TDHCA funding awards should be

considered when this data is used to adjust the AHNS. For example, while a community may have

received prior funding commitments, these awards may not have specifically addressed the elderly or

persons with disabilities.

e Department Response

The previous-TDHCA-award scoring adjustment in the AHNS is designed to ensure that TDHCA'’s
limited funds are distributed across a wide geographical area. For the purpose of the AHNS, it is
the fact that a particular community received funds for affordable housing that another
community did not have the opportunity to receive. The AHNS is not designed to determine what
activities the funds should be used for or what demographic groups should be served. No change
is proposed.

Comment
A suggestion was made that the AHNS should make a distinction between the need for elderly
developments as opposed to family, or other categories.



e Department Response
The AHNS is designed to encourage developers to submit applications that will serve parts of the
region that show the highest level of affordable housing need. As such, it is a macro-level analysis
of need. Due to the complexity of analyzing local markets, it is thought that the determination of
what type of housing is needed locally is best left to market studies and input from the members
of the community. No change is proposed.

Comment

It was suggested that overcrowding should not be considered in the AHNS scoring model for applicants

applying in the HOME special needs set-aside. Special needs funding that serves the elderly will help

households who are normally one or two persons. These households will typically not be affected by

overcrowding. More emphasis could be placed on the need associated with incomplete kitchens and

incomplete plumbing.

e Department Response

The AHNS serves as a measure of the general need for affordable housing in an area. The factors
used in the formula represent a broad segment of the population with affordable housing need as
opposed to data that relates to specific population groups. The current formula places more
emphasis on the measures that affect a larger portion of the population. Income and housing
cost issues (as represented by poverty and housing cost burden data) are weighted much higher
than the factors related to much smaller population groups (overcrowding, incomplete plumbing,
and incomplete kitchen). No change is proposed.

Comment
It was suggested that TDHCA should consider including 2000 Census information on persons with
disabilities in the Affordable Housing Need Score.

e Department Response
The AHNS serves as a general assessment of affordable housing need which helps distribute
funds within the state’s service regions. Currently, the AHNS does not include data that could
result in funding distribution preferences based on the demographic characteristics of specific
subgroups of the population. The proposed AHNS methodology, which considers the region’s
income, cost of housing, and condition of housing, provides an accurate measure of the region’s
overall housing need. No change is proposed.

Note that TDHCA is working in conjunction with Texas Council for Developmental Disabilities on a
report to identify the housing needs of persons with disabilities in Texas. The 2000 US Census
data on persons with disabilities will be a significant part of this report. It is possible that the
AHNS may be modified for future funding allocations based on the findings of this report.

Comment

A number of comments stated that additional weight in the AHNS should be associated with an area’s
level of affordable housing need relative to the area’s overall population. The proposed AHNS formula
provides a scoring advantage to all places located in counties that have a higher percentage of the
region’s population. In the proposed AHNS, all communities in counties with larger metropolitan areas
receive an insurmountable scoring edge over similarly sized communities in lower-population counties.



One comment suggested that this problem could be addressed by having “factors that gave equal scoring
consideration to the absolute number of households that appear within a particular needs category, as
well as using a percentage of how those people make up the community as a whole.”

Department Response

The Department concurs with this recommendation. The formula has been revised to provide a
greater scoring variation for places throughout the region’s counties. To accomplish this, the part
of the score which compares an area’s affordable housing need indicator (AHNI) data to the
area’s total population was changed to use place level data instead of county level data. Also, the
relative weights associated with this factor and the factor that compares the county AHNI need to
the region’s AHNI need were equalized. The remaining points associated with the Community
Need Survey responses were not changed.



CENTER FOR HOUSING RESEARCH, PLANNING, AND COMMUNICATIONS

BOARD ACTION REQUEST
December 11, 2003

Discussion Item

Proposed Amended Rule for Public Comment Procedures and Topics at Public Hearings
and Meetings, for Publication in the Texas Register for Public Comment: Proposed
Amendment to Title 10, Part 1, Subchapter A, Section 1.10.

Required Action

Approval of the amended administrative rule to be published in the Texas Register and
made available for public comment.

> See Attachment A for the black-lined version of the amended rule.

Background

Per Section 4 of Senate Bill 264, passed during the 78™ Texas Legislative Session,
amending §2306.0661, Texas Government Code, the Board shall adopt rules governing
the topics that may be considered at a public hearing. The rules must require the
Department to consider the following topics in relation to a proposed housing
development:

(1) the developer market study;

(2) the location;

(3) the compliance history of the developer;

(4) the financial feasibility;

(5) the appropriateness of the development's size and configuration in relation to the
housing needs of the community in which the development is located;

(6) the development's proximity to other low income housing developments;

(7) the availability of adequate public facilities and services;

(8) the anticipated impact on local school districts;

(9) zoning and other land use considerations; and

(10) any other topics that the board by rule determines to be appropriate.

The proposed rule responds to this legislative requirement, is consistent with the 2004
QAP, and also makes technical changes to the rule.




TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND
COMMUNITY AFFAIRS

CHAPTER 1 ADMINISTRATION
SUBCHAPTER A GENERAL POLICIES AND PROCEDURES

RULE §1.10 Public Comment Procedures and Topics at Public
Hearings and Meetings

a) Purpose. The purpose of this section is to establish procedures for hearing public
comments on issues being presented at meetings open to the public held by the Texas
Department of Housing and Community Affairs and topics to be considered in
accordance with Sections €2306.032 and 2306.0661 (f) of the Texas Government Code.

(b) Definitions. The following words and terms, when used in this section, shall have the
following meanings, unless the context clearly indicates otherwise.

(1) Board - The beard-Governing Board ef-directors-of the Department.

(2) Department - The Texas Department of Housing and Community Affairs.

(3) Meeting - A deliberation between a quorum of the board of the Department, or
between a quorum of the board of the Department and another person, as defined under §
551.001(4) of the Texas Government Code.

(4) Open Meetings Act - Chapter 551, Texas Government Code.

(c) Procedures.
(1) Members of the public may give testimony at the beginning of a board meeting.

(2) Members of the public may also give testimony on any agenda item of a board
meeting after the presentation made by department staff and motions made by the board.
The Board may consider the staff’s presentation for purposes of this rule to be staff’s
written presentation in the Board’s meeting book and posted on the Department’s
website.

(3) The Department shall provide witness affirmation forms at each board meeting for the
public to complete in order to give public testimony.



(d) Reasonable limits. The Department may set reasonable limits on the number,
frequency and length of presentations before it, but may not unfairly discriminate among
speakers for or against a particular point of view.

(1) The board may consider the following when limiting the amount of time and the
frequency each member of the public is allowed to provide testimony:
(A) the number of witness affirmations received;

(B) the number of agenda items to be heard; and
(C) the time duration for the meeting.
(2) If the board limits the number of presentations, the board will limit the number of

presentations equally among those speakers that are for a particular point of view and
those speakers that are against a particular point of view, if practical.

(e) Topics. The Department shall consider the following topics in relation to a proposed
housing development:

(A) the market study;

(B) the proposed location of the Development, including supporting broad geographic
dispersion;

(C) the compliance history of the Applicant and/or Developer:

(D) the Applicant and/or Developer’s efforts to engage the neighborhood:

(E) the financial feasibility of the Development;

(F) the Development’s proposed size and configuration:

(G) the housing needs of the community in which the Development will be located and
the needs of the community, area, region and state:

(H) the Development’s proximity to other rent restricted developments, including
avoiding overconcentration;

(I) the availability of adequate public and private facilities and services:

(J) the anticipated impact on local school districts, giving due consideration to the
authorized land use:

(K) zoning and other land use considerations:




(L) laws relating to fair housing including affirmatively furthering fair housing;

(M) the efficient use of the tax credits:

(N) consistency with local needs, including consideration of revitalization or preservation
needs;

(O) the allocation of credits among many different entities without diminishing the
quality of the housing;

(P) meeting a compelling housing need;

(Q) providing integrated, affordable housing for individuals and families with different
levels of income: and

(R) any matter considered by the Board to be relevant to the approval decision and in
furtherance of the Department’s purposes and the policies of Chapter 2306, Texas
Government Code.

(ef) Inquiry made at meeting (§551.042, Texas Government Code). Members of the
public may raise a subject that has not been included in the notice for the meeting;
however, any discussion of the subject by the board must be limited to a proposal to place
the subject on the agenda for a future meeting.

(1) The notice requirements under the Open Meetings Act do not apply to:

(A) a statement of specific factual information given in response to the inquiry; or

(B) a recitation of existing policy in response to the inquiry.

(2) Any deliberation of or decision about the subject of the inquiry shall be limited to a

proposal to place the subject on the agenda for a subsequent meeting.

(¥2) This rule does not entitle a member of the public to choose the items to be discussed.



MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
December 11, 2003

Action Items
2004 Multifamily Application Submission Procedures Manual: In accordance with §2306.67022
of Texas Government Code, the Board is required to adopt a Qualified Allocation Plan (QAP)
and corresponding manual annually. This action item is for the manual only.

Required Action

Approve the 2004 Multifamily Application Submission Procedures Manual.

Backaground and Recommendations

The Application Submission Procedures Manua (ASPM) is the manua that is generated
annually and provided to applicants to describe the logistics for submitting and packaging their
applications in accordance with our requirements. Because the next funding cycle will cover both
Housing Tax Credits and Housing Trust Fund, the ASPM addresses submissions for both
SOUrces.

The ASPM was brought before the Board in November 2003 to be approved in draft form.
Because some portions of the ASPM are excerpts from the QAP, the ASPM could not be
finalized until the QAP was signed by the Governor. The Governor signed the QAP on
December 1, 2003. The ASPM has now been finalized and any changes made by the Board to
the QAP at the November Board meeting have been correspondingly made to the ASPM to
ensure consistency. The ASPM is now on the agenda for final approval.
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2004 APPLICATION SUBMISSION PROCEDURES MANUAL (ASPM) for
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APPLICATION SUBMISSION PROCEDURES MANUAL

The Texas Department of Housing and Community Affairs (the Department) Housing Tax Credit (HTC)
and Housing Trust Program (HTF) Application Submission Procedures Manual (ASPM) sets forth the basic
information needed for filing a Pre-Application or Application for Housing Trust Funds and/or Housing Tax
Credits pursuant to the 2004 Qudified Allocation Plan and Rules (QAP) and the 2004 HTF Rental
Development Notice of Funding Availability. All portions of the ASPM must be followed when filing a Pre-
Application or an Application for either program. This document is meant to serve only as a brief
complementary guide on how to put the Application together.

< Housing Tax Credit Authority: The Department’s 2004 tax credit authority is approximately
$38.2 million. In September 2003, the Department committed approximately $3.7 million from
that authority. The remaining available authority is approximately $34.5 million which is
available for alocation under the 2004 Housing Tax Credit Application Round. The
requirements for submission, and the methodology for allocation of funds, are based on the
2004 Qualified Allocation Plan (QAP). It is essential that the Applicant read and understand
the QAP prior to submitting an Application, as the QAP is indeed the rule that governs the
HTC Program.

> Housing Trust Fund Availability: The Department will have $2 million of Housing Trust
Fund resources available for rental development under the 2004 HTF Rental Development
Round. All requests for funds must show that the HTF funds will be leveraged with other
sources of funding. The requirements for submission and the methodology for allocation of
funds are based on the 2004 HTF Rental Development Notice of Funding Availability
(NOFA). It is essential that the Applicant read and understand the NOFA, as it will govern the
2004 cycle, dong with the HTF Rules.



2004 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - 2004 HTC APPLICATION SUBMISSION PROCEDURES MANUAL

Because of significant changes to the QAP and the HTF requirements for the 2004 Application Cycle, and
the competitive nature of the programs, attendance at the 2004 Application Workshops is strongly
recommended. Information regarding the workshop registration, as well as al Application Materials, is
detailed on the Department’ s website (www.tdhca.state.tx.us).

PRE-APPLICATION AND APPLICATION SUBMISSION

A Pre-Application for a Housing Credit Allocation from the State Housing Credit Ceiling may be filed at any
time during the Pre-Application Acceptance Period. An Application for a Housing Credit Allocation from the
State Housing Credit Ceiling may be filed at any time during the Application Acceptance Period. The sameis
true for the HTF Application. For the 2003 Application Round the dates are:

Housing Tax Credit Program Housing Trust Fund Program

Pre-Application and Application Tuesday, December 2, 2003 Date of NOFA Release
Acceptance Period Opening Date:

Close of Pre-Application Friday, January 9, 2004 N/A
Acceptance Period:

Deadline for Submitting Required Monday, February 23, 2004 Monday, February 23, 2004
Pre-Certification Documents:

Close of Application Acceptance Monday, March 1, 2004 Monday, March 1, 2004
Period

Applications received after 5:00 P.M. on the last day of the Acceptance Period(s) will not be accepted. The
deadline is strictly adhered to; therefore the Department strongly encourages you to consider traffic and travel
delays when planning your submission.

FORMAT FOR SUBMITTING THE PRE-APPLICATION (HTC Only)

If an Applicant for HTC chooses to submit a Pre-Application, the complete Pre-Application for each proposed
development must be submitted as described in this section. Incomplete Pre-Applications or improperly bound
Pre-Applicationswill not be accepted. Pre-Applications must be presented in the order provided below.

The Applicant should ensure that all sets of documentation are clearly labeled with the:
1. Development Name
2. Owner Name
3. Contact Name
4. Contact Address
5. Contact Phone and Fax Numbers

Bound Items. The Pre-Application consists of only one volume. The volume must be bound using the yellow
pressboard binders and tabs provided with the application package. If a volume's required documentation
exceeds the capacity of abinder, then purchase asimilar binder and use it to subdivide the volume.

Pre-Application Threshold Criteria. The forms provided by the Department must be completed by using the
version available on the TDHCA web site. If you have difficulty downloading the files from the website,
staff will email you the documents. If a question does not pertain to the development, insert “N/A” in that
space. All questions and spaces must be completed.

Tab PA1l: The HTC Pre-Application Submission Form.
Tab PA2: The HTC Pre-Application Self-Scoring Form.
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Tab PA3: Evidence of Site Control as described in the “List of Required Exhibits’ section of the
ASPM and as further described in 850.9(f)(7)(A) of the QAP.

Tab PA4: Evidence of Notifications as required by 850.9(f)(8)(B) of the QAP.

One additional copy of the entire Pre-Application must be submitted; Pre-Application materials ordered
through the Department include an additional set of yellow pressboard binders specifically for this purpose.

Complete the Document and Payment Receipt and submit it with the above referenced documentation. Do
not bind the receipt in the Pre-Application. Don’t forget your Pre-Application Fee as the Department
isunableto accept a Pre-Application without the fee.

FORMAT FOR PRE-CERTIFICATION AND ACKNOWLEDGEMENT (HTC and HTF)

There are four documents that the Applicant is required to submit as part of their Application that are issued by
the Department and must be requested in advance of the Application deadline.

1. Experience Certificate. Individuals (a person or an entity) that will be utilizing their experience to
meet the experience threshold requirement must submit their evidence of experience to the
Department no later than Monday, February 23. The required documents are explained in detail in
§50.9(e)(1) of the QAP. After staff review of the documents, a Certificate of Experience will be
issued by the Multifamily Finance Production Division and mailed back to the entity that requested
the certificate. The Certificate must be included in the Application submission. While a form
requesting the experience certificate is not required, a form has been created for this purpose entitled
2004 HTC Experience Certification which is available on the Department’ s website and facilitates the
Department’ s prompt issuance of the requested document.

2. Acknowledgement of Receipt of Financial Statement and Authorization to Release Credit.
Individuals (a person or an entity) that will be required to submit a Financial Satement and
Authorization to Release Credit form as part of the Application must submit their completed form(s)
to the Department no later than Monday, February 23. To determine which individuals or entities
need to submit these forms, refer to §50.9(€)(2) of the QAP. Upon receipt of the statements, the Real
Estate Analysis Division will issue an Acknowledgement of Receipt which will be mailed back to the
entity that submitted the financials. The Acknowledgement must be included in the Application
submission. Note that the Acknowledgement does not make any statement about the content of the
financial statement, but merely acknowledges that the document has been received.

3. Previous Participation. Individuals (a person or an entity) that will be required to submit a
“Previous Participation and Background Certification Form” form as part of the Application must
submit their completed form(s) to the Department no later than Monday, February 23. A completed
and executed “ Previous Participation and Background Certification Form” must be provided for each
entity as required in 850.9(e)(3). Upon receipt of this evidence, an acknowledgement from Portfolio
Management and Compliance Division will be provided to the Applicant for inclusion in the
Application. Note that the Acknowledgement does not make any statement about the acceptability of
the submitted forms, but merely acknowledges that the document has been received.

4. National PreviousParticipation. Individuas (aperson or an entity) that will be required to submit a
“National Previous Participation and Background Certification Form” form as part of the Application
must submit their completed form(s) to the Department no later than Monday, February 23. A
completed and executed “National Previous Participation and Background Certification Form” must
be provided for each entity as required in 850.9(e)(4). Upon receipt of this evidence, an
acknowledgement from Portfolio Management and Compliance Division will be provided to the
Applicant for inclusion in the Application. Please Note: Part E of Section 3, Subsection C of the
form must be submitted to ALL out of state entities, asrequired.
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FORMAT FOR SUBMITTING THE APPLICATION

A complete Application for each proposed development must be submitted as described in this section.
Incomplete Applications or improperly bound Applications will not be accepted. Applications must be
presented in the order provided below.

The Applicant should ensure that all sets of documentation are clearly labeled with the:

1

o M w DN

6.

Development Name

If an HTC Pre-Application was submitted, include the assigned TDHCA Development Number
Owner Name

Contact Name

Contact Address

Contact Phone and Fax Numbers

Bound Items. Volumes 1 through 6 must be bound using the red pressboard binders and tabs provided with the
application package. If a volume's required documentation exceeds the capacity of a binder, then purchase a
similar binder and use it to subdivide the volume.

1

Volume 1 - TDHCA Uniform Housing Programs Application, HTC Application Supplement, and
exhibits as described in the “List of Required Exhibits’ section of the ASPM. The application
and exhibits provided by the Department must be completed by using the version available on
the TDHCA web site. If you have difficulty downloading the files from the website, staff will
email you the documents. If a question does not pertain to the development, insert “N/A” in that
space. All questions and spaces must be completed.

Volume 2 - Site Inspection Package described in the “List of Required Exhibits” section of the
ASPM.

Volume 3 — Supplemental Threshold Documentation

Note: The Appraisal (if applicable), Market Analysis and Environmental Site Assessment
are not submitted bound within this Volume.

Volume 4 - Selection Documentation for Housing Tax Credit Program
Volume 5 - Selection Documentation for the Housing Trust Fund Program

Volume 6 - Bond Submission Volume for Tax Exempt Bond Developments utilizing TDHCA as
an | ssuer

One additional copy of the entire Application (Volumes 1 through 5) must be submitted.
Application materials ordered through the Department include an additional set of red pressboard
binders specifically for this purpose. Any Social Security numbers appearing in any portion
of the Application submission must be removed from this second copy prior to submission
to the Department.

Unbound Items. The following documents will not be bound in the pressboard covers provided by the
Department. Please do not use three-ring binders for these unbound submissions.

8.
9.

Appraisal (if required) may be bound using the analyst’s preferred format.

Phase | Environmental Site Assessment may be bound using the analyst’s preferred format.

10. Market Analysis may be bound using the analyst’ s preferred format.
11. If aRehab Development, Property Condition Assessment as required by 850.9(f)(6)(E).



2004 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - 2004 HTC APPLICATION SUBMISSION PROCEDURES MANUAL

12. An extra copy of Exhibit 1 of the Uniform Application (pages 1 through 29) including the
depiction of the Organization Charts, bound with abinder clip or staple.

13. An extracopy of Volume Il - Site Inspection Package
14. Anextracopy of Tab 3F, from Volume I1l - Supplemental Threshold Documentation

If the Applicant has received support/opposition letters from elected officials, members of the public, or
neighborhood organizations, those can be submitted at the time the Application is submitted. Please staple
such documents together with a brief letter of transmittal identifying them as such. If these documents are
part of the Threshold or Selection criteria bound as Volumes 3 and 4, include copies of the documents
in both the unbound transmittal and Volumes 3 and 4.

Complete the Document and Payment Receipt and submit it with the above referenced documentation. Do
not bind the receipt in the application. Don’t forget your Application Fee as the Department is unable
to accept an Application without the fee.

LIST OF REQUIRED EXHIBITS FOR THE APPLICATION

This section describes the specific documents that should be placed behind each tab. You must compile the
Application based on the order provided in the ASPM. Note that this order does not necessarily follow the
order that is used in the QAP! Exhibits shown in italics are included in the Application and Reference Manual
which will be available on the Department’ s website.

Volume 1. Uniform Application and Qualifying Documentation. Include all of the following documents:

Tab 1A: The entire TDHCA Uniform Housing Programs Application. Thisincludes Uniform Application
Exhibits 1 through 5, which includes both the Word and Excel portions of the Application.

Tab 1B: Any and al attachments to the TDHCA Uniform Housing Programs Application. In the Uniform
Application, there are symbols to assist in completing the form. One of the symbols is a black
box that indicates that an attachment may be required. Those required attachments (if applicable
to your submission) must be placed behind this tab. This MUST include, a a minimum, the
organizational charts required under 850.9(f)(9)(A) and the financing plan required under
§850.9(f)(6)(A).

Behind this tab aso place the current tax assessment documentation from the taxing entities for
the entire proposed site. (Required by all Applicants)

ALL DOCUMENTATION BEHIND TAB MUST BE CLEARLY LABLED!
Tab 1C: The HTC Application Supplement and Project Completion Schedule (HTC Only).

Tab 1D: The Confirmation of Set-Aside and Allocation Eligibility form and any accompanying documents
required by that form (HTC Only).

Tab 1E: The Development Owner Certification and Consultant Certification (HTC Only).
Tab 1F: The Applicant Credit Limit Documentation and Certification (HTC Only).

Tab 1G: The HTC Application Salf-Scoring Form (HTC Only).

Tab 1H: The HTF Application Salf Score Form (HTF Only)

Volume 2. Site Inspection Package. Include all of the following documentation:

Tab 2A: Provide the current site address, project name, whether the project is existing or proposed,
housing type, and owner name and contact name and phone number.

Tab 2B: A full, legible lega description of the site.

5
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Tab 2C:

Tab 2D:

Tab 2E:

Tab 2F:

A fold-up city map or a copy of a map clearly indicating the location of the development in
relation to the entire city or town in which it islocated. The map should aso indicate the location
of the following facilities within 2 miles of the site:

Existing HTC or other affordable housing projects

Retail centers

Medical complexes

Recreational facilities

Educational facilities (elementary, secondary, high school, college or vocational) and

libraries

Large scale employment centers

Public transportation stop closest to the site (if it falls within the two mile radius)

For tax exempt bond projects located in a QCT, include a census tract map clearly indicating
census tract number and location of project.

Copy of the site plan. Site plan must indicate adjacent street names, existing/proposed buildings,
parking, ingress, egress, encroachments, flood plains, and easements.

Photographs of site features (street signs, billboards, existing structures etc.) that will help staff
correctly identify the site during the site ingpection.

Written instructions to the site from the nearest state or interstate highway.

Volume 3. Supplemental Threshold Documentation. Provide al of the following documentation (Note:
Pursuant to the HTF Rule and NOFA, al HTF applications are held to the same threshold criteria as required in
the 2004 QAP. All items, unlessindicated, are required for both HTF and HTC Applications.

Tab 3A:

Tab 3B:

Devel opment Certification and Design ltems
1. Development Certification Form.

2. All of the architectural drawings identified in 850.9(f)(5)(A)(i) through (iv).

3. A Boundary Survey of the proposed Development Site and of the property purchased as
required in 850.9(f)(5)(B) of the QAP.

4. Rehabilitation Developments must submit photographs of the existing signage, typica
building elevations and interiors, existing Development amenities, and site work. These photos
should clearly document the typical areas and building components which exemplify the need for
rehabilitation.

Evidence of Development Costs as Required in 850.9(f)(6)

1. Provide aletter of commitment from a syndicator that, at a minimum, provides an estimate
of the amount of equity dollars expected to be raised for the Development in conjunction with
the amount of housing tax credits requested for allocation to the Development Owner,
including pay-in schedules, syndicator consulting fees and other syndication costs. No
syndication costs should be included in the Eligible Basis (HTC Only).

2. For Developments located in a Qualified Census Tract (QCT) as determined by the
Secretary of HUD and qualifying for a 30% increase in Eligible Basis, pursuant to the Code,
842(d)(5)(C), Applicants must submit a copy of the census map clearly showing that the
proposed Development is located within a QCT. Census tract numbers must be clearly marked
on the map, and must be identical to the QCT number stated in the Department's Reference
Manual (HTC Only).
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Tab 3C:

Tab 3D:

Tab 3E:

3. If projected site work costs include unusual or extraordinary items or exceed $7,500 per Unit,
then the Applicant must provide a detailed cost breakdown prepared by a Third Party engineer or
architect, and a letter from a certified public accountant alocating which portions of those site
costs should beincluded in Eligible Basis and which ones may beineligible (HTC Only).

Evidence of Readiness to Proceed
As evidenced by at least one of the items under each of items (1) through (4):

1. Evidence of site control in the name of Development Owner as required in 850.9(f)(7)(A) of
the QAP.

2. Evidence from the appropriate loca municipal authority that satisfies one of clauses (i)
through (iii) of 850.9(f)(7)(B).

3. Evidence of interim and permanent financing sufficient to fund the proposed Total Housing
Development Cost less any other funds requested from the Department and any other sources
documented in the Application as required in 850.9(f)(7)(C). Such evidence must be consistent
with the sources and uses of funds represented in the Application and shall be provided in one
or more of the following forms described in clauses (i) through (iv) of this subsection.

4. Provide the documents required in 50.9(f)(7)(D)(i) and either of the documents described in
clauses (ii) and (iii) and satisfy the requirements of clause (iv) as applicable.

Evidence of Notifications

Evidence of al of the notifications as required by 850.9(f)(8). Such notices must be prepared
in accordance with “ Public Notifications’ provided as a sample exhibit with the Application.
If evidence of these notifications was submitted with the Pre-Application Threshold for the
same Application and satisfies the Department’s review of Pre-Application Threshold, then no
additional notification isrequired at Application.

1. A copy of the public notice published in the most widely circulated newspaper in the areain
which the proposed Development will be located as required by 850.9(f)(8)(A).

2. Evidence of notification meeting the requirements identified in 850.9(f)(8)(B)(i) to all of the
individuals and entities identified in 850.9(f)(8)(B)(ii).

3. Evidence of signhage on the property or the alternative, as required in 850.9(f)(8)(C).

4, If any of the Units in the Development are occupied at the time of Application, then
evidence as required by 850.9(f)(8)(D).

5. A completed Public Notifications Information Form, Public Notification Information for
Neighborhood Groups, and Public Notification Information for Advocacy Groups form.

Organization Documents

Each entity shown on an organizational chart as described in 850.9(f)(9)(A) of the QAP, and
as required in the Uniform Application, shall provide the following documentation, as
applicable:

1. For entities that are not yet formed but are to be formed either in or outside of the state of

7



2004 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS - 2004 HTC APPLICATION SUBMISSION PROCEDURES MANUAL

Tab 3F:

Tab 3G:

Tab 3H:

Tab 3l:

Texas, submit documentation required in 50.9(f)(9)(B)(i).

2. For existing entities whether formed in or outside of the state of Texas, submit
documentation as required in 850.9(f)(9)(B)(ii).

3. The Applicant must provide evidence that the signer(s) of the Application have the authority to
sign on behaf of the Applicant in the form of a corporate resolution or by-laws which indicate
same from the sub-entity in Control of the Applicant, as required in 850.9(f)(9)(B)(iii).

Precertifications

1. Evidence of each entity shown on the organizational chart that has 10% or more ownership
interest in the Development Owner, Developer or Guarantor has provided a copy of the copied
and executed Previous Participation and Background Certification form to the Department.
Evidence must be a certification from the Department as required by 850.9(f)(9)(C).

2. Evidence that, if the Development Owner or any of its Affiliates shown on the organizationa
chart described in subparagraph (A) of this paragraph that have 10% or more ownership interest
in the Development Owner have, or have had, ownership or Control of affordable housing, being
housing that receives any form of financing and/or assistance from any Governmental Entity for
the purpose of enhancing affordability to persons of low or moderate income, outside the state of
Texas, that such Persons have submitted the appropriate “Nationa Previous Participation and
Background Certification Form. Evidence must be a certification from the Department as
required by 850.9(f)(9)(D).

3. Evidence of an HTC Experience Certificate as required by 850.9(f)(9)(E) and 850.9(e)(1) of
the QAP.

4. Evidence of an Acknowledgement of Receipt of Financial Satement and Authorization to
Release Credit Information must be provided for any person with an ownership interest in the
General Partner (or Managing Member), interest in the Applicant, or the Developer, or
anticipated to provide guarantees to secure necessary financing, as required under 850.9(e)(2) of
the QAP.

Income and Operating Documentation

1. If rental assistance, an operating subsidy, an annuity, or an interest rate reduction payment is
proposed to exist or continue for the Development, any related contract or other agreement
securing those funds must be provided, which at a minimum identifies the source and annual
amount of the funds, the number of Units receiving the funds, and the term and expiration date
of the contract or other agreement as required by 850.9(f)(10(B).

2. Occupied Developments undergoing rehabilitation must also submit the items described in
850.9(f)((10)(D)(i) through (iv).

Nonprofit Documentation
1. All Applications involving a nonprofit General Partner, regardless of the Set-Aside applied
under, must submit al of the documents described in 850.9(f)(11)(A)(i) and (ii).

2. Additionally, all HTC Applications applying under the Nonprofit Set-Aside, established under
850.7(b)(1) of thistitle, must also provide the following information with respect to the Qualified
Nonprofit Organization as described in 850.9(f)(11)(B)(i) through (vi).

Acquisition / Identity of Interest

Applicants applying for acquisition credits or affiliated with the seller that will be evaluated in
accordance with 10 TAC 81.32(e)(1), must provide all of the documentation described in
850.9(f)(12) in subparagraphs (A) through (C). Applicants applying for acquisition credits must
aso provide the items described in subparagraph (D) “ Acquisition of Existing Buildings Form’.

8
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Tab 3J:

Tab 3K:

Appraisal as reguired by §50.9(g)(12) and Market Analysis and Environmental Site Assessment
as required by 850.9(g)(14).

Upon Application submission, the Applicant must provide evidence in the form of an executed
engagement letter with the party performing each of the individual reports that the required
exhibit has been commissioned to be performed and that the delivery date will be no later than
March 31, 2004. Subsequently, the entire exhibit must be submitted on or before 5:00 p.m.
CST, March 31, 2004. If the entire exhibit is not received by that time, the Application will
be terminated and will be removed from consideration.

If the full report is provided unbound, then no documentation is needed behind this Tab. This Tab
isonly for Applicants who are submitting evidence of transmittal letters.

Tax Exempt Bond HTC Applications Only - Documentation demonstrating the Project’s
consistency with the bond issuer's consolidated plan or other similar planning document must
be provided. Consistency with the local municipaity’s or, if not within a municipality, the
county’s consolidated plan or similar planning document must also be shown in those
instances where the city or county has a consolidated plan.

Volume 4. Documentation for Housing Tax Credit Selection Criteria (Not Required for Tax Exempt Bond
HTC Applicationsor HTF Applications).
Note: If you do not wish to claim points for an item, then no documentation is needed.

Tab 4A:

Tab 4B

Tab 4C

Tab 4D
Tab 4E
Tab 4F:

Tab 4G:
Tab 4H:

Tab 4l:

Development Financia Feasibility- Evidence as required by 850.9(g)(1) of the QAP.

Quantifiable Community Participation: Any letters provided with the Application for the
purposes of receiving points for thisitem as required by 850.9(g)(2) must be submitted behind this
tab. Please note: Letters may also be submitted separately via mail and received not later
than April 30, 2004 to be considered for pointsfor this section.

Development Location Characteristics. Evidence, not more than 6 months old from the date of the
close of the Application Acceptance Period, that the subject Property is located within one of the
geographical areas as required in 850.9(g)(3)(A) through (F). Additional evidence as required if
requesting additional 10 points for 850.9(g)(3)(G).

Proximity to Ste Amenities form. Evidence as required by 850.9(g)(4)(A).
Negative Ste Features form. Evidence as required by 850.9(g)(4)(B).

Support and Consistency with Local Planning. All documents must not be older than 6 months
from the close of the Application Acceptance Period. Evidence as required by 850.9(g)(6)(A)
through (C).

Unit Amenities and Common Amenities Form.

The Development is an existing Residential Development without maximum rent limitations or set-
asdes for affordable housing for which the proposed rehabilitation is part of a community
revitalization plan. If maximum rent limitations had existed previoudy, then the restrictions must
have expired at least one year prior to the date of Application to the Department. Provide evidence
behind the tab.

Evidence that a HUB, as certified by the Texas Building and Procurement Commission (formerly
Genera Services Commission), has an ownership interest in and materidly participates in the
development and operation of the Development throughout the Compliance Period. To qualify for
these points, the Applicant must submit a certification from the Texas Building and Procurement
Commission (formerly General Services Commission) that the Person is a HUB at the close of the

9
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Application Acceptance Period. Evidence will need to be supplemented, either at the time the
Application is submitted or at the time a HUB certification renewa is received by the Applicant,
confirming that the certification is valid through July 31, 2004 and renewable after that date.

Tab 4J: Tenant Supportive Services Certification.

Tab 4K: Tenant Characteristics — Populations with Special Needs. Evidence that the Development is
designed solely for transitional housing for homeless persons on a non-transient basis, with
supportive services designed to assist tenants in locating and retaining permanent housing as
required by 850.9(g)(11).

Tab4L: Low Income Targeting Selection Criteria Form and further evidence as required by 850.9(g)(12)
& (13).

Tab 4M: Leveraging from Loca and Private Resources. Evidence as required by 850.9(g)(14)

Tab 4N: Length of Affordability Selection Criteria Form.

Tab 40: Agreement for Provision of the Right of First Refusal Form.
Tab 4P:  Pre-Application Certification Form

Volume 5. Sedlection Documentation for the Housing Trust Fund Program. (Not Required for Tax
Exempt Bond/HTC Applicationsor HTC Applications).

Note: If you do not wish to claim points for an item, then no documentation is needed. Additional detail on
each item is provided in the NOFA.

Tab 5A: Low Income Targeting Selection Criteria. Completed Low Income Targeting Selection Criteria
form and evidence as required in the NOFA.

Tab 5B: Development Support/ Opposition. Evidence as required by the NOFA.
Tab 5C: Support and Consistency with Loca Planning. Evidence as required by the NOFA.
Tab 5D: Site Characterigtics. Evidence as required by the NOFA.

Tab 5E: Development Provides Supportive Services to Tenants. Completed Tenant Supportive Services
form and evidence as required by the NOFA.

Tab 5F: Involvement of Historically Underutilized Businesses (HUB). Evidence as required by the
NOFA.

Tab 5G: Housing Needs Characterigtics.

10
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Volume 6. Bond Submission Volume for Tax Exempt Bond Developments utilizing TDHCA asan I ssuer.
(Not Required for HTC Applicationsor HTF Applications).

Tab 6A:
Tab 6B:
Tab 6C:
Tab 6D:
Tab 6E:
Tab 6F:
Tab 6G:
Tab 6H:

Tab 6l:
Tab 6J:

Tab 6K:
Tab 6L:

Agreement to Comply with Department’ s Rules
General Contractor’s Contract

Evidence of Available Utilities

Marketing Plan

Management Plan

Tenant Services Program Plan and Budget
Tenant Selection Process and Requirements

Satement that the Housing Sponsor will accept tenants with Section 8 or other governmental
housing assistance

Final Construction Plans and Specifications (see critical path schedule for due date)
Final Letters of Financing Commitment (see critical path schedule for due date)
Final Sources and Uses of Funds (see critical path schedule for due date)

Debt Service Schedules (see critical path schedule for due date)

PUBLIC VIEWING OF PRE-APPLICATIONS AND APPLICATIONS

The Department will have a viewing room that will allow the public to view any Pre-Applications or
Applications that have been submitted to the Department. The viewing room will be set up within
approximately ten business days of the Close of the Pre-Application Acceptance Period and within
approximately ten business days of the Close of the Application Acceptance Period. The viewing room will be
open between the hours of 9:00 am and 4:00 pm Monday through Friday. It is recommended that an
appointment be made so that adequate staff are available. Appointments can be made by contacting a HTC
Program Representative at 512/475-3340.

11
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R

TEXAS

DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS

Timeline for the 2004 Multifamily Competitive Application Cycle*

NOVEMBER 2003

Friday, November 14
Tuesday, November 18
Wednesday, November 19
Thursday, November 20

DECEMBER 2003
Monday, December 1
Tuesday, December 2

Wednesday, December 19

JANUARY 2004
Friday, January 9

FEBRUARY 2004
Monday, February 2

Monday, February 23

MARCH 2004
Monday, March 1
Friday, March 14

Wednesday, March 31

Board approves Final Rules (those noted above)
Houston HTC and HTF Workshop

Dallas HTC and HTF Workshop

Austin HTC and HTF Workshop

Deadline for Governor's Signature on QAP
Application Round Begins for HTC (Application Acceptance Period starts)
Release of the HTF NOFA in Texas Register

Deadline for HTC Pre-Applications (no HTF submissions required)

Results of HTC Pre-Application Round Released (approx. 30 days prior
to app deadline)

Due date for Pre-Submissions: Financial Acknowledgements, Experience
Certifications and Previous Participation Acknowledgements

Deadline for HTC, HTF Applications to be submitted

Release log of all application submissions.

Deadline for sending all notification letters of applications received.
Market Study, ESAs and Appraisals due into TDHCA

*At this time the competitive funds include Housing Tax Credits, Housing Trust Fund Rental Development and Multifamily HOME. There
is a possibility that 2004 Multifamily HOME funds will be conducted on an open cycle basis and not follow these competitive timelines.

HTC=Housing Tax Credit Program, HTF=Housing Trust Fund Rental Development, HOME= Multifamily HOME.

12
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APRIL 2004
Thursday, April 1

April 5-16 (not firm)

MAY 2004
Thursday, May 15

JUNE 2004

June (dates uncertain)

Monday, June 30

JULY 2004

July (dates uncertain)

Due date for all those without zoning to submit evidence that zoning
commission has approved and will recommend.

Public Hearings on Applications

Corrective action deadline for Material Noncompliance Scores to be run
on 6/30

Board meeting to review staff HTC recommendations and approve a list
of applications for allocations of tax credits (legislated for no later than
June 30 and satisfies SB 322 requirement that all documents be released
30 days prior to July Board meeting.)

Release of Application Log.

Notify all applicants of their support/opposition (40 days prior to July
board meeting)

Deadline for public comment to go to Board.

Compliance runs MNC scores again for all that look like will be
recommended! We can’'t award credits to anyone who is in MNC on June
30.

Board Meeting: Board approval of final commitments for HTC (legislated
deadline is July 31).

Board Meeting to Approve HTF awards.

Note: All appeals must adhere to the appeal policy and timeframes. All appeals will be posted on the web after a

decision is made.

Note: Within 3 days of the relevant determinations, results of each stage of the application process, including scoring
and Underwriting and commitment, must be posted on web site. We do this at the end of the stage for all
developments; not development by development.
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Portfolio Management and Compliance Monitoring

BOARD ACTION REQUEST
December 11, 2003

Action Item
Consider release of Land Use Restriction Agreement on rental development operated by
Central Plains Center a Texas Non-profit Corporation.

Required Action
Approve release of Land Use Restriction Agreement.

Background
The Department awarded Housing Trust Funds to Central Plains Center in 1992 to

purchase thirteen single family residences to house individuals and families served by the
organization. The rental units are located in seven of the nine counties serviced by the
Central Plains Center. The Central Plains Center is headquartered in Plainview, Texas
and their primary purpose is to provide assistance those that have a diagnosis of mental
illness in the cover area.

The Housing Trust award was for $398,850. A portion of the award was in the form of a

grant, the remaining $100,000 was a loan, with a current loan balance of approximately
$66,900.00.

The Texas Department of Mental Health rules no longer allow housing owned by Central
Plains Center to be leased to persons served by the organization. While leasing to the
general public is not part of the Center’s mission, they have operated the units as a rental
development; however, the rental income produced by the housing does not cover
operational costs. Staff supports a release of the LURA for the following reasons:

e Rules no longer allow them to house persons receiving assistance from the

organization,
e Operational costs have caused a reduction in assistance offered by the Center.
e Operation of rental property is not part of the mission of the Center.

The Center has a potential purchaser however the sale is contingent upon a release of the
restrictions. The Center has requested a release of the LURA.




SINGLE FAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
DECEMBER 11, 2003

Action Items

Request approval of four (4) 2003 HOME Investment Partnerships (HOME) Program Award Recommendations for
Tenant-Based Rental Assistance for the Olmstead Set-Aside, for total awards in the amount of $469,242.

Required Action

Approve the HOME Program Award Recommendations.

Breakdown and Recommendations

Summary

In an effort to address the Supreme Court Olmstead Decision, related to the de-institutionalization of persons with
disabilities, the Department allocated $2 million toward those populations outlined in §531.055, Texas Government Code.
In addition, Governor Rick Perry released an Executive Order on Community Based Alternatives for People with
Disabilities (RP-13) requiring the Department and the Texas Health and Human Service Commission to work together to
assure accessible, affordable and integrated housing for people with disabilities.

In order to insure appropriateness and affectability, Department staff worked closely with a focus group, composed of
various disability advocates, in the creation of the application for this set-aside. The Notice of Funding Availability
(NOFA) was published in the Texas Register, and was posted on the Department’s website. In addition to this notification,
an Olmstead publicity handout was sent to 600 entities, including nonprofits with a focus on helping persons with
disabilities, housing authorities, and independent living centers advertising the funds and eligible activity under this set-
aside. Department staff held application workshops in Dallas, Houston, and Austin. These workshops were well attended,
with representation from thirty-five interested organizations.

The funds recommended for award will be used for Tenant-Based Rental Assistance (TBRA), including security and utility
deposits, as well as, utility allowances for rental of dwelling units. Eligible Applicants included: units of general local
government, public housing agencies, and nonprofits. The application deadline due date was October 31, 2003. A total of
four applications were received for funding. The applicants and recommended funding are summarized below:

Project
Application Funds |Project Funds| Admin. Funds Units
Number Applicant Requested [Recommended| Recommended| Recommended

2003-0410 |Valley Association for Independent Living  |$115,873.00] $115,873.00 $6,952.00 10
2003-0411 |Lubbock Regional MHMR Center $199,680.00]  $199,680.00]  $11,981.00 20
2003-0412 |Affordable Caring Housing, Inc. $59,700.00 $59,700.00 $3,582.00 5
2003-0413 |Affordable Caring Housing, Inc. $67,428.00 $67,428.00 $4,046.00 5
$442,681.00 $26,561.00 40

Project Costs: $442,681.00

6% Administrative Fee:  $§ 26,561.00

Total Costs: $469,242.00

Recommendation

Staff recommends approval of four (4) applications for Tenant-Based Rental Assistance for the Olmstead Set-Aside awards
utilizing 2003 HOME Investment Partnerships Program funds contingent upon compliance history review and approval by
Executive. Staff also recommends and requests approval of 6% administrative funds for all applicants, based on the
amount of project dollars recommended.



2003 HOME Investment Partnerships Program Recommendations

for the Olmstead Set-Aside for Tenant Based Rental Assistance

Project Admin. Project Admin.
Application Set- Funds Funds Funds Funds Total Units
Number Applicant Activity | Aside | Region | Requested | Requested | Score Rec'd Rec'd Funds Rec'd
Valley Association for Independent
2003-0410 | Living TBRA | Olmstead 11 $115,873.00 | $6,952.00 | 112 | $115,873.00 $6,952 | $122,825.00 10
2003-0411 | Lubbock Regional MHMR Center TBRA | Olmstead 1 $199,680.00 | $11,981.00 | 121.4 | $199,680.00 $11,981 | $211,661.00 20
2003-0412 | Affordable Caring Housing, Inc. TBRA | Olmstead 6 $59,700.00 | $2,388.00 | 113 $59,700.00 $3,582 | §$63,282.00 5
2003-0413 | Affordable Caring Housing, Inc. TBRA | Olmstead 8 $67,428.00 | $2,697.00 | 106 $67,428.00 $4,046 | $71,474.00 5
$442.,681.00 $26,561 $469,242.00 40




SINGLE FAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
DECEMBER 11, 2003

Action Items
Request approval of funding recommendation increases for thirty-three (33) 2002-2003 HOME Investment

Partnerships (HOME) Program Award Recommendations, for a total increase in awards in the amount of
$6,663,261.

Required Action

Approve the HOME Program Award Recommendation Increases.

Breakdown and Recommendations

Summary

The Department reserves the right to deobligate funds according to Title 10 of the Texas Administrative Code,
Section 53.62(c). The Department, with approval of the Board, may elect to reassign funds following the
Deobligation Policy, adopted by the Board on January 17, 2002, in the order prioritized as follows:

(A) Successful appeals (as allowable under program rules and regulations), or

(B) Disaster Relief (disaster declarations or documented extenuating circumstances such as imminent threat to
health and safety), or

(C) Special Needs, or

(D) Colonias, or

(E) Other projects/uses as determined by the Executive Director and/or Board including the next year’s funding
cycle for each respective program.

All successful appeals have been awarded, as have all pending Disaster Relief applications. There are currently no
Colonia or Special Needs applications proposed that may utilize deobligated funds. HOME Program funds totaling
$15,743,501 have recently been deobligated by the Department. Priority (E) enables the Department to reassign
these funds. A total of thirty-three (33) applications received partial funding when initially recommended to the
Board in July. The Department proposes awarding $6,663,261 in deobligated funds to fully fund all partially funded
2002-2003 HOME applications. This leaves a balance of $9,080,240 in deobligated funds.

It is important to note any funds deobligated must be awarded, and have a fully executed contract returned, by
February 26, 2004 in order to meet the contractual requirements and commitment rates established by the U.S.

Department of Housing and Urban Development (HUD).

See attached spreadsheet for details of the applications being recommended.

Project Costs: $6,406,981.00
4% Administrative Fee:  $§ 256,280.00
Total Costs: $6,663,261.00
Recommendation

Staff recommends approval of thirty-three (33) award increases utilizing deobligated HOME Investment
Partnerships Program funds. Staff also recommends and requests approval of 4% administrative funds for all
applicants, based on the amount of project dollars recommended.




2002-2003 HOME Investment Partnerships Program
Recommendations for Award of Partially Funded Applications with Deobligated Funds

APP. PROJ. FUNDS| ADMIN. FUNDS UNITS ADDITIONAL ADAD:)];I(I)IE AL ADDITIONAL
NUMBER APPLICANT ACTIVITY| REG. | SET ASIDE | FUNDS REQ'D |SCORE|PREVIOUSLY| PREVIOUSLY |PREVIOUSLY|PROJ. FUNDS FUNDS UNITS REC'D
AWARDED AWARDED AWARDED REC'D REC'D
2003-0301 |Caprock Community Action Assocition, Inc. (e]0]¢} 01 |Special Needs $500,000.00] 111 $305,488.00 $12,220 6 $194,512.00 $7,780 4
2003-0170 |City of Brownwood OCC 02 |Special Needs $500,000.00] 110 $401,608.00 $16,064 8 $98,392.00 $3,936 1
2003-0157 |City of Bonham 0CC 03 |General $330,000.00] 117 $100,006.00 $4,000 2 $229,994.00 $9,200 4
2003-0250 |City of Milford OCC 03 |Special Needs $500,000.00] 110 $210,773.00 $8,431 4 $289,227.00 $11,569 5
2003-0275 [City of Nevada OCC 03 |General $330,000.00] 117 $100,006.00 $4,000 2 $69,994.00 $2,800 4
2003-0028 |City of Royse City 0CC 03 |Special Needs $163,539.00] 110 $68,952.00 $2,758 2 $94,587.00 $3,783 1
2003-0034 |City of Hughes Springs HBA 04 |General $100,000.00 96 $30,253.00 $1,210 3 $69,747.00 $2,790 7
2003-0036 [City of Hughes Springs ocCC 04 |Special Needs $275,000.00] 117 $52,284.00 $2,091 1 $222.716.00 $8,909 4
2003-0254 |City of Log Cabin 0CC 04 |Special Needs $500,000.00] 117 $95,088.00 $3,804 2 $404,912.00 $16,196 7
2003-0090 |City of Maud OCC 04 |General $275,000.00] 120 $179,677.00 $7,187 4 $95,323.00 $3,813 1
2003-0081 [City of Naples OCC 04 |Special Needs $275,000.00] 117 $52,284.00 $2,091 1 $222,716.00 $8,909 4
2003-0105 |City of Omaha 0CC 04 |Special Needs $275,000.00] 117 $52,284.00 $2,091 1 $222,716.00 $8,909 4
2003-0123 |City of Palestine OCC 04 |Special Needs $400,000.00] 117 $76,065.00 $3,043 2 $323,935.00 $12,957 6
2003-0054 |City of Redwater OCC 04 |General $220,000.00] 120 $143,812.00 $5,752 3 $76,188.00 $3,048 1
2003-0336 |City of Texarkana OCC 04 |General $480,440.00] 120 $313,933.00 $12,557 6 $166,507.00 $6,660 3
2003-0079 |City of Zavalla OCC 05 |General $300,000.00 94 $41,475.00 $1,659 1 $258,525.00 $10,341 5
2003-0088 [City of Sealy 0OCC 06 |Special Needs $480,000.00] 112 $13,200.00 $528 1 $466,800.00 $18,672 8
2003-0140 |City of Cleveland OCC 06 |General $500,000.00|115 $489,910.00 $19,597 9 $10,090.00 $404 0
2003-0012 | Travis County Housing Finance Corporation HBA 07 |General $300,000.00] 100 $78,318.00 $3,133 15 $221,682.00 $8,867 45
2003-0310 |City of Flatonia OCC 07 |Special Needs $300,000.00] 113 $238,180.00 $9,527 6 $61,820.00 $2,473 1
2003-0154 [City of Luling 0OCC 07 |General $500,000.00] 115 $128,405.00 $5,136 3 $371,595.00 $14,864 7
2003-0206 |City of Belton 0CC 08 |Special Needs $500,000.00] 109 $340,023.00 $13,601 7 $159,977.00 $6,399 2
2003-0277 |City of Holland OCC 08 |General $400,000.00] 118 $348,995.00 $13,960 7 $51,005.00 $2,040 1
2003-0096 |City of Lott OCC 08 |General $480,000.00] 118 $418,871.00 $16,755 8 $61,129.00 $2,445 1
2003-0134 |City of Teague 0OCC 08 |Special Needs $200,000.00] 109 $136,000.00 $5,440 3 $64,000.00 $2,560 1
2003-0204 |City of La Coste OCC 09 |Special Needs $500,000.00] 102 $104,565.00 $4,183 2 $395,435.00 $15,817 7
2003-0070 |City of Pleasanton OCC 09 |General $300,000.00] 106 $78,627.00 $3,145 2 $221,373.00 $8,855 4
2003-0269 |City of Premont 0OCC 10 |Special Needs $500,000.00] 116 $66,560.00 $2,662 2 $433,440.00 $17,338 7
2003-0040 |City of Seminole OCC 12 |General $500,000.00] 113 $309,729.00 $12,389 6 $190,271.00 $7,611 3
2003-0152 |City of Socorro HBA 13 |General $500,000.00] 102 $188,882.00 $7,555 19 $311,118.00 $12,445 22
2003-0370 |Big Bend Housing Development 0CC 13 |Special Needs $75,000.00f 117 $33,329.00 $1,333 1 $41,671.00 $1,667 2
2003-0103 |City of Van Horn ocCC 13 |Special Needs $275,000.00] 117 $122,208.00 $4,888 2 $152,792.00 $6,112 3
2003-0108 |Culberson County 0CC 13 |Special Needs $275,000.00] 117 $122,208.00 $4,888 2 $152,792.00 $6,112 3
$12,008,979.00 $5,441,998.00 $217,681 143 $6.406.981.00 $256.280 178

*No one Applicant may receive more than $500,000 per Activity. Those Applicants not receiving the full request have previous awards and the amount

recommended has been adjusted not to exceed the $500,000 Activity limit.

**OCC- Owner Occupied Assistance
HBA- Homebuyer Assistance




SINGLE FAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
DECEMBER 11, 2003

Action Items

Request approval of funding recommendation for twenty-five (25) 2002-2003 HOME Investment Partnerships (HOME)
Program Award Recommendations, for a total award in the amount of $9,080,240.

Required Action
Approve the HOME Program Award Recommendations.

Breakdown and Recommendations

Summary

The Department reserves the right to deobligate funds according to Title 10 of the Texas Administrative Code, Section
53.62(c). The Department, with approval of the Board, may elect to reassign funds following the Deobligation Policy,
adopted by the Board on January 17, 2002, in the order prioritized as follows:

(A) Successful appeals (as allowable under program rules and regulations), or

(B) Disaster Relief (disaster declarations or documented extenuating circumstances such as imminent threat to health and
safety), or

(C) Special Needs, or

(D) Colonias, or

(E) Other projects/uses as determined by the Executive Director and/or Board including the next year’s funding cycle for
each respective program.

All successful appeals have been awarded, as have all pending Disaster Relief applications. There are currently no Colonia
or Special Needs applications proposed that may utilize deobligated funds. HOME Program funds totaling $15,743,501
have recently been deobligated by the Department. Priority (E) enables the Department to reassign these funds. After
Board approval of $6,663,261 in deobligated funds to fully fund 2002-2003 HOME applications receiving partial funding,
$9,080,240 will remain in deobligated funds.

In an effort to allocate the remaining $9,080,240 in deobligated funds, the Department proposes awarding the next highest
ranking applications on a statewide basis that did not receive a funding recommendation from the Board in July. The
Department proposes this methodology since all 2002-2003 HOME funds that were subject to the Regional Allocation
Formula have been awarded. A total of twenty-five (25) applications scored 111 points or higher, but did not score high
enough to receive a funding recommendation in July. In order to fully fund the requests of the twenty-five applications
$9,080,240 is required; allowing the Department to allocate all remaining deobligated funds. With this approval the
Department will have funded 204 of the 344 Single Family applications submitted during the 2002-2003 funding cycle,
totaling $67,758,021 in HOME Program funds.

It is important to note any funds deobligated must be awarded, and have a fully executed contract returned, by February 26,
2004 in order to meet the contractual requirements and commitment rates established by the U.S. Department of Housing

and Urban Development (HUD).

See attached spreadsheet for details of the applications being recommended.

Project Costs: $8,731,000.00
4% Administrative Fee:  $ 349,240.00
Total Costs: $9,080,240.00
Recommendation

Staff recommends approval of an additional twenty-five (25) awards utilizing deobligated HOME Investment Partnerships
Program funds contingent upon compliance history review and approval by Executive. Staff also recommends and requests
approval of 4% administrative funds for all applicants, based on the amount of project dollars recommended.




2002-2003 HOME Investment Partnerships Program
Recommendations for Award of Applications with Remaining Deobligated Funds

ADMIN PROJECT ADMIN.
APP. FUNDS PROJECT ° | UNITS FUNDS FUNDS TOTAL
NUMBER APPLICANT ACTIVITYREG, SET ASIDE REQ'D |FUNDS REC'D Fl;lélgv)s REC'D| REC'D BY | REC'D BY |FUNDS REC'D
REGION REGION
2003-0109]City of Dawson OCC 03 [General $228,000.00 |$214,000.00 $8,560.00 5 $214,000.00 $8,560.00 $222,560.00
2003-0159|City of Avery OCC 04 |General $330,000.00 1$330,000.00 $13,200.00 6
2003-0130|City of Carthage OCC 04 [General $250,000.00 1$250,000.00 $10,000.00 5
2003-0147]City of Carthage OCC 04 [Special Needs |$250,000.00 {$250,000.00 $10,000.00 5
2003-0175]City of Emory OCC 04 |General $500,000.00 1$500,000.00 $20,000.00 9
2003-0037|City of Hughes Springs OCC 04 [General $275,000.00 1$225,000.00 $9,000.00 4
2003-0145]|City of Palestine OCC 04 [General $400,000.00 1$100,000.00 $4,000.00 2
2003-0346|City of Queen City OCC 04 |Special Needs |$220,000.00 {$220,000.00 $8,800.00 4
2003-0035City of Sulphur Springs OCC 04 [Special Needs |$500,000.00 [$500,000.00 $20,000.00 9
2003-0158|Lamar County OCC 04 [General $200,000.00 {$200,000.00 $8,000.00 4
2003-0050|Morris County 0OCC 04 [Special Needs |$500,000.00 {$500,000.00 $20,000.00 9
2003-0033|Red River County OCC 04 [Special Needs |$495,000.00 [$495,000.00 $19,800.00 9 $3,570,000.00 $142,800.00] $3,712,800.00
2003-0313|City of Flatonia OCC 07 [General $300,000.00 1$200,000.00 $8,000.00 5
2003-0104 | City of Lexington OCC 07 [Special Needs |$220,000.00 [$220,000.00 $8,800.00 4
2003-0273|City of Manor OCC 07 |General $400,000.00 1$400,000.00 $16,000.00 8
2003-0279|City of Taylor OCC 07 [General $400,000.00 1$400,000.00 $16,000.00 8 $1,220,000.00( $48,800.00] $1,268,800.00
2003-0098]City of Blum OCC 08 [General $480,000.00 [$480,000.00 $19,200.00 9
2003-0102City of Coolidge OCC 08 |General $480,000.00 1$480,000.00 $19,200.00 9
2003-0015]City of Temple OCC 08 [General $377,000.00 1$377,000.00 $15,080.00 9 $1,337,000.00( $53,480.00] $1,390,480.00
2003-0224|City of Bishop OCC 10 |General $500,000.00 [$500,000.00 $20,000.00 9
2003-0014City of Victoria OCC 10 |Special Needs |$440,000.00 |$440,000.00 $17,600.00 8
2003-0184|San Patricio County OCC 10 [General $500,000.00 1$500,000.00 $20,000.00 9 $1,440,000.00( $57,600.00| $1,497,600.00
2003-0161|Brewster County OCC 13 [General $500,000.00 [$500,000.00 $20,000.00 9
2003-0101|City of Van Horn OCC 13 [General $275,000.00 [$225,000.00 $9,000.00 4
2003-0106]Culberson County OCC 13 [General $275,000.00 1$225,000.00 $9,000.00 4 $950,000.00{ $38,000.00 $988,000.00
$8,731,000.00  $349,240.00 166  $8.731,000.00 $349.240.00 $9,080,240.00

*No one Applicant may receive more than $500,000 per Activity. Those Applicants not receiving the full request have previous

awards and the amount recommended has been adjusted not to exceed the $500,000 Activity limit.

**0OCC- Owner Occupied Assistance
HBA- Homebuyer Assistance




MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
December 11, 2003

Action Items

Request approval of a HOME Rental Community Housing Development Organization (CHDO) award to Bethel
Senior Housing.

Required Action

Approve HOME Rental CHDO award recommendation for Bethel Senior Housing.

Background and Recommendations

At the November 14, 2003 Board meeting the Board approved an appeal for Bethel Senior Housing, a 16-unit
development proposing new construction sponsored by East Austin Economic Development Corporation in the
City of Crockett (Region 5). The approva of the appeal makes the applicant igible for an award of HOME
CHDO funds. Therefore, staff is recommending that the applicant be awarded their original request: aloan in the
amount of $999,999 at a 0% interest rate with a 30 year amortization.

Originally, the applicant was evaluated for financial feasibility (see attached Multifamily Underwriting Analysis
Report) and found to be infeasible. The Applicant filed an appeal to the Executive Director on September 15,
2003. The appeal was denied by the Executive Director on September 29, 2003 because the documentation as
presented in the Application deemed the development infeasible; the proforma does not reflect a positive cash
flow over the full 30 year affordability period as required by the Department’s statute (Texas Government Code
2306.185) and rules (10 TAC 1.32(d)(7)). On October 6, 2003, the Applicant submitted a subsequent appeal to
the Board that requested that the Application be reinstated, which was approved by the Board as noted above.

In April 2003, twenty-seven HOME Rental Community Housing Development Organization (CHDO)
applications were submitted. The Multifamily Finance Production staff reviewed the applications utilizing the
threshold and scoring criteria outlined in the 2003 HOME Rental Housing Development Application. Of the
Applications submitted, after al appeals were heard, 10 of those (including Bethel Senior Housing) were
determined to be eligible to compete for funding. Of those 10, four were found to be financially feasible and were
awarded by the Board in September 2003.

If the above recommendation of $999,999 is approved, the total CHDO funds obligated to date will be
$6,247,961 and the balance of those CHDO funds totaling $8,871,088, will be made available through a Notice of
Funding Availability that will better enable the Department to work with CHDO applicants on their applications
on anon-competitive basisin an open cycle.



TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS

MULTIFAMILY UNDERWRITING ANALYSIS

DATE: July 20, 2003 PROGRAM: HOME FILE NUMBER: 2003-0288
DEVELOPMENT NAME
Bethel Senior Housing
APPLICANT
Name: East Austin Economic Development Corp.  Type: Non-Profit
Address: 1009 East 11" Street, Suite 103 City: Austin State: TX
Zip: 78702  Contact:  Van Dyke Johnson Phone: (512) 472-1472 Fax: (512) 457-1237
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Marvin C. Griffin (%): N/A Title: President
PROPERTY LOCATION
Location: 913 West Goliad [] oQcT [ ] DDA
City: Crockett County: Houston Zip: 75835
REQUEST
Amount Interest Rate Amortization Term
$999,999 0% 30 30
Other Requested Terms: HOME Loan
Proposed Use of Funds: New Construction Property Type: Multifamily
Set-Aside(s): [ | Gemeral [ | Rural [ ] TXRD [] Non-Profit [ ] Elderly [] AtRisk
RECOMMENDATION |

NOT RECOMMENDED DUE TO THE FOLLOWING: LACK OF LONG TERM FEASIBILITY

i AND THE ABSENCE OF A PLAN OR CAPACITY TO ENSURE 30 YEAR OPERATION
CONDITIONS |
1. Receipt, review, and acceptance of a satisfactory TDHCA site inspection report prior to any Board

approval;

2. Should the Board approve an award for this development, all net operating income after TDHCA
approved expenses have been paid should be deposited in a reserve account controlled by the

Department to fund future operating deficits.



TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS
Total # Rental # Common # of . . .
Units: - Buildings - Area Bldngs — Floors Age: N/A ys  Vacant: N/A ' / /
Net Rentable SF: 10,960 Av Un SF: 685 Common Area SF: 1,216  Gross Bldg SF: 12,176

STRUCTURAL MATERIALS

Wood frame on a concrete slab on grade, 100% brick veneer exterior wall covering, drywall interior wall
surfaces, composite shingle roofing

APPLIANCES AND INTERIOR FEATURES

Carpeting & vinyl flooring, range & oven, hood & fan, garbage disposal, dishwasher, refrigerator, tile
tub/shower, washer & dryer connections, ceiling fans, laminated counter tops, individual water heaters

ON-SITE AMENITIES

1,216-SF community building with community room, management offices, laundry facilities, kitchen,
restrooms, and storage rooms located in the middle of the property.

Uncovered Parking: 35 spaces  Carports: N/A spaces  Garages: N/A spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Bethel Senior Housing is a low density (4 units per acre) new construction development of 16
units of affordable housing located in southwest Crockett. The development is comprised of four evenly
distributed medium four-plex residential buildings as follows:

e (4) Building Type A with four one-bedroom/one-bath units;

Architectural Review: The buildings are functional with varied rooflines. Each unit has a private exterior
entry.

Supportive Services: The Applicant’s supportive services plan indicates that EAEDC will work with
residents to assure that they have the opportunity to access the following services in Houston County: Meals
on Wheels, Congregate Meals, HOME Health Care, Prescriptions, Medical and Churches.

Schedule: The Applicant anticipates construction to begin in November of 2003 and to be completed in July
of 2004. The development should be placed in service in August of 2004. The Applicant did not anticipate a
date for substantial lease-up of the property.

SITE ISSUES
SITE DESCRIPTION
Size:  4.259 acres 185,522 square feet Zoning/ Permitted Uses: R3
Flood Zone Designation: Zone X Status of Off-Sites: Partially Improved

SITE and NEIGHBORHOOD CHARACTERISTICS

Location: Crockett is located in southeast Texas, approximately 42 miles west of Lufkin in Houston
County. The site is an irregularly-shaped parcel located in the southwest area of Crockett, approximately 2
miles from the central business district. The site is situated on the south side of Goliad Avenue.

Adjacent Land Uses:
e North: wooded acreage

e South: wooded vacant land and single family residential

e East: vacant land and small warehouse building

e West: single family on small farm

Site Access: Access to the property is from the east or west along West Goliad. The development is to have
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TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

one main entry from the east or west from West Goliad. Access to State Highway 287 is approximately one
mile east and Interstate Highway 45 is 30 miles west, which provides connections to all other major roads
serving the Crockett area.

Public Transportation: The availability of public transportation is unknown.

Shopping & Services: The site is within 2 miles of one major grocery and pharmacy store. Retail shopping,
library, and a variety of other retail establishments and restaurants are within a short distance from the site.
Schools, churches, and hospitals and health care facilities are located within a short driving distance from the
site.

Site Inspection Findings: The site has not been inspected by a TDHCA staff member, and receipt, review,
and acceptance of an acceptable site inspection report is a condition of this report.

POPULATIONS TARGETED

Income Set-Aside: All 16 of the units (100%) will be reserved for low-income/elderly tenants.

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

60% of AMI $18,480 $21,120 $23,760 $26,400 $28,500 $30,600

MARKET HIGHLIGHTS

A market feasibility study dated March 19, 2003 was prepared by the Center for Housing and Economic
Opportunities Corporation. The market study did not contain detailed information about the market or meet
the Department’s Market Analysis guidelines, (the HOME NOFA went out prior to the guidelines final
approval) but concluded the following:

“The 2002 Census date indicated the total population of Houston County is 23,185. A full 18.0% or 4,167
persons are over 60 years of age or older. 24.0% of the households in the Houston County are renters. 51.9%
of the renters pay more than $300 per month in gross rent...Over 53.8% of the households pay more than
30% of their income for rent. The eligibility factor for the proposed Bethel Senior Housing is a maximum of
$28,150 per year for a 2 person household. There are 2,491 householders age 55+ whose income is below
$29,999 per year and are thus income eligible for Bethel Senior Housing. There are 597 householders over
age 60 whose income is $29,999 or less who are currently renters in Houston County.”

In addition, the market analysis projects the proposed 16 units to be absorbed within 6 months. “The initial
residents would come from the general population, and those currently on waiting lists for the existing
apartments in Crockett. Also, referrals from Home Health agencies, churches, the Chamber of Commerce
and The Crockett Senior Center will enhance the absorption rate.” (p. 5)

OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are the maximum HOME rents allowed, reflecting the low fair
market rent in Houston County. The Applicant did not include secondary income in the rent schedule.
Estimates of vacancy and collection losses are in line with TDHCA underwriting guidelines.

Expenses: The Applicant’s total expense estimate of $2,772 per unit is 3% higher than a TDHCA database-
derived estimate of $2,691 per unit for comparably-sized developments. The Applicant’s budget shows
several line item estimates, however, that deviate significantly when compared to the database averages,
particularly general and administrative ($2K higher) and water, sewer, and trash ($2K higher). The
Underwriter discussed these differences with the Applicant but was unable to reconcile them even with
additional information provided by the Applicant. It should be noted that the Applicant anticipates the
development to be property tax-exempt based upon their nonprofit CHDO ownership status. This assumption
was also utilized by the Underwriter. The Applicant’s operating expenses represent 85% of anticipated
income as presented calling into question the viability of this development to service any debt and to be able
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to maintain a positive cash flow in the long run.

Conclusion: The Applicant’s net operating income is not within 5% of the Underwriter’s estimate.
Therefore, the Underwriter’s NOI will be used to evaluate debt service capacity. Due primarily to the
difference in total estimated operating expenses, the Underwriter’s estimated debt coverage ratio (DCR) of
0.29 is less than the program minimum standard of 1.10. This suggests that the maximum debt service for
this project should be limited to $8,655 by a reduction of the requested loan amount and/or a reduction in the
interest rate and/or an extension of the term and/or reduction in the repayable portion of the debt in order to
achieve a debt coverage ratio that is within the Department’s guidelines. It should be noted that the Applicant
did not include a debt service for the requested funds. When asked about the debt service, the Applicant
indicated that the request was for a deferred loan, which is why no debt service is reflected in the Applicant’s
original proforma. It should also be noted that the Applicant’s original 30 year proforma was modified such
that expense growth in the latter years ceased to outpace income growth. When the TDHCA guideline of
three percent growth in income and four percent growth in expenses is applied to the proforma based upon
the Applicant’s stabilized income and expenses, net operating income before any debt service becomes
negative before year 20. Moreover, if every dollar of net operating income (assuming no debt service
whatsoever) were deposited into a secured reserve account and held until operating deficits began to occur it
would be doubtful that sufficient funds could be saved to cover future projected operating losses. In a
situation such as this only a few mitigation tool such as budget based rents or deep pocketed sponsors exist
and none appear to apply to the subject.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE
Land: 5.12 acres $51,980 Assessment for the Year of: 2003
Prorated (per acre): $10,152 Valuation by: Houston County Appraisal District
Total Assessed Value (4.259 acres):  $43,237 Tax Rate: 2.31918

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Option to Purchase

Contract Expiration Date: 11/ 21/ 2003 Anticipated Closing Date: 11/ 21/ 2003
Acquisition Cost: $15,300 Other Terms/Conditions:

Seller:  Otis Duren Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

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

Sitework Cost: The Applicant’s claimed sitework costs of $6,719 per unit are considered reasonable
compared to historical sitework costs for multifamily projects.

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

Fees: The Applicant’s general requirements, contractor’s general and administrative fees, and contractor’s
profit exceed the 6%, 2%, and 6% maximums allowed by TDHCA guidelines when compared to the
Underwriter’s costs but are within the guidelines based upon their own costs.

Conclusion: The Applicant’s total development cost estimate is within 5% of the Underwriter’s verifiable
estimate and is therefore generally acceptable. The Applicant’s total development cost estimate is also within
the HUD 221(d)(3) HOME subsidy limit of $1,282,304. Since the Underwriter has been able to verify the
Applicant’s projected costs to a reasonable margin, the Applicant’s total cost breakdown can be used to size
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an award.

FINANCING STRUCTURE

FINANCING STRUCTURE ANALYSIS

Permanent Financing: Based upon the limited debt service capacity of the development as a result of
higher expenses, a debt service of not more than $7,326 per year at the proposed terms is required in order to
yield an acceptable DCR of 1.30 and not unduly burden the development. However, even if the debt service
were limited to this amount, the project would begin to experience a DCR below a 1.10 by year 10 and a
negative cashflow by year 15 based on the Applicant’s proforma and year 25 based on the Underwriter’s. In
either case it would deem the project infeasible for the state mandated 30 years. Without any viable
mitigation via project based vouchers or another dedicated funding source, the HOME award is not
recommended.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

The Applicant, Developer, Property Manager and Supportive Services firm are all related entities. These are
common relationships for rural multifamily.

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

Financial Highlights:

e The Applicant, East Austin Economic Development Corporation, submitted an audited financial
statement as of December 31, 2002 reporting total assets of $2.5M and consisting of $26K in cash, $22K
in receivables, $647K in senior housing, $835K in office buildings, $946K in housing under construction
and held for resale and $27K in machinery and equipment. Liabilities totaled $1.5M, resulting in a fund
balance of $967K. It should be noted that the corporation’s assets are tied up in long term assets with
questionable equity capacity. Other than grants and other funding from the Department and the City of
Austin, and the Ebeneezer Baptist Church, the Applicant has no significant ongoing fundraising
experience. The Applicant does not appear to possess the financial capacity to support the transaction.
Moreover, the corporation’s bylaws indicate that while it is incorporated to serve every within the State
of Texas, it shall concentrate its efforts in areas around Austin, Bastrop, Cedar Creek, Elgin, Lockhart,
Pflugerville, Round Rock and San Antonio and focus its interests and activities in the zip codes of 78744
and 78702 of the City of Austin. The nearest area of concentration, Bastrop, is over 130 miles away and
its focus zip codes are approximately 150 miles away. Thus, it is difficult to see the vesting of long term
permanent interest in this satellite development.

Background & Experience:

The Applicant has completed two HOME housing developments totaling 32 units since 1994.

SUMMARY OF SALIENT RISKS AND ISSUES

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

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

e Significant inconsistencies in the application could affect the financial feasibility of the project.

e The Development’s 30-year proforma does not maintain a DCR in the acceptable range and net operating
income does not remain positive over the projected 30-year period.

e The Applicant does not have the financial capacity to support the development for the long term.

Underwriter: Date: July 20, 2003
Raquel Morales
Director of Real Estate Analysis: Date: July 20, 2003

Tom Gouris




| MULTIFAMILY COMPARATIVE ANALYSI [

Bethel Senior Housing, Crockett, HOME #2003-0288

“TYpe of Unit Number 1 Bedrooms ] No. of Batns Snz_e—ms"t Bross Rent Lmt. Net Rent per Unit Rent per Montn Rent per or Tt Pa ot Wir, SWr, T1rsh
LH = 30% 4 1 1 685 $341 $291 $1,164 $0.42 $50.00 $12.36
LH [50% inc] 5 1 1 685 341 $291 1,455 0.42 $50.00 $12.36
LH [60% inc] 6 1 1 685 341 $291 1,746 0.42 $50.00 $12.36
HH 1 1 1 685 341 $291 291 0.42 $50.00 $12.36
TOTAL: 16 AVERAGE: 685 $341 $291 $4,656 $0.42 $50.00 $12.36
INCOME Total Net Rentable Sq Ft: 10,960 TDHCA APPLICANT USS Region 5
POTENTIAL GROSS RENT $55,872 $55,872 IREM Region 6
Secondary Income Per Unit Per Month: $5.00 960 0 $0.00 Per Unit Per Month
Other Support Income: (describe) 0
POTENTIAL GROSS INCOME $56,832 $55,872
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (4,262) (4,188) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions 0] 0]
EFFECTIVE GROSS INCOME $52,570 $51,684
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI
General & Administrative 7.06% $232 0.34 3,712 $5,500 $0.50 $344 10.64%
Management 9.09% 299 0.44 4,781 $3,101 0.28 194 6.00%
Payroll & Payroll Tax 17.26% 567 0.83 9,074 $9,150 0.83 572 17.70%
Repairs & Maintenance 18.37% 604 0.88 9,659 $8,560 0.78 535 16.56%
Utilities 3.42% 112 0.16 1,797 $1,500 0.14 94 2.90%
Water, Sewer, & Trash 9.59% 315 0.46 5,042 $7,348 0.67 459 14.22%
Property Insurance 8.34% 274 0.40 4,384 $4,595 0.42 287 8.89%
Property Tax 2.31918 0.00% o] 0.00 0 $0 0.00 o] 0.00%
Reserve for Replacements 6.09% 200 0.29 3,200 $3,200 0.29 200 6.19%
Other Expenses: 2.66% 88 0.13 1,400 $1,400 0.13 88 2.71%
TOTAL EXPENSES 81.89% $2,691 $3.93 $43,050 $44,354 $4.05 $2,772 85.82%
NET OPERATING INC 18.11% $595 $0.87 $9,519 $7,330 $0.67 $458 14.18%
DEBT SERVICE
HOME Amortized Loan 63.41% $2,083 $3.04 $33,333 $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 [¢] $0.00 $0 0.00%
Additional Financing 0.00% $0 $0.00 0 $0.00 $0 0.00%
NET CASH FLOW -45.30% ($1,488) ($2.17) ($23,814) $7,330 $0.67 $458 14.18%
AGGREGATE DEBT COVERAGE RATIO 0.29 #DIV/0!
RECOMMENDED DEBT COVERAGE RATIO 1.30
CONSTRUCTION COST
Description Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition COsSt (site or bldg) 1.74% $1,050 $1.53 $16,800 $16,800 $1.53 $1,050 1.68%
Off-Sites 0.00% o] 0.00 0 0 0.00 o] 0.00%
Sitework 11.15% 6,719 9.81 107,500 107,500 9.81 6,719 10.75%
Direct Construction 55.17% 33,247 48.54 531,948 571,000 52.10 35,688 57.10%
Contingency 0.94% 0.62% 375 0.55 6,000 6,000 0.55 375 0.60%
General Req'ts 6.00% 3.98% 2,398 3.50 38,367 40,710 3.71 2,544 4.07%
Contractor's G & A 2.00% 1.33% 799 1.17 12,789 13,570 1.24 848 1.36%
Contractor's Profit 6.00% 3.98% 2,398 3.50 38,367 40,710 3.71 2,544 4.07%
Indirect Construction 8.38% 5,050 7.37 80,800 80,800 7.37 5,050 8.08%
Ineligible Costs 0.00% o] 0.00 [0] 0 0.00 o] 0.00%
Developer's G & A 2.42% 2.07% 1,250 1.82 20,000 20,000 1.82 1,250 2.00%
Developer's Profit 10.30% 8.82% 5,313 7.76 85,009 85,009 7.76 5,313 8.50%
Interim Financing 1.03% 619 0.90 9,900 9,900 0.90 619 0.99%
Reserves 1.74% 1,047 1.53 16,751 8,000 0.73 500 0.80%
TOTAL COST 100.00% $60,264 $87.98 $964,231 $999,999 $91.24 $62,500 100.00%
Recap-Hard Construction Costs TTeaom  $45936 86706 $734,971 $779,490 $71.12 $48,718 77.95%
SOURCES OF FUNDS RECOMMENDED
HOME Amortized Loan 103.71% $62,500 $91.24 $999,999 $999,999 $293,038 221(d)(3) max subsidy
HOME Term Loan 0.00% $0 $0.00 0 706,961 $1,282,304
LIHTC Syndication Proceeds 0.00% $0 $0.00 0 0] % of Dev. Fee Deferred
Deferred Developer Fees 0.00% $0 $0.00 0 0 0%
Additional (excess) Funds Required  -3.71% ($2,236) ($3.26) (35,768) 0 (0)] 15-Yr cumulative Cash Flow
10 1AL SOURCES $964,23T $999,999 $999,999 $13,548
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

Bethel Senior Housing, Crockett, HOME #2003-0288

DIRECT CONSTRUCTION COST ESTIMATE PAYMENT COMPUTATION
Keslaential Cost Hananook
Average Quality Multiple Residence Basis Primary 000,500 T Term T 360
CATEGORY FACTOR | UNTTS/SQFT PER oF AMOUNT Nt Rate I 0.00% | DCR Il 0.29
[Base Cost [ $26.20 $506,327 |
[Adjustments [ Secondary $0 Term
[~ Exterior Wall Finish 8.00% $3.70 $40,506 Tnt Rate 0.00% Subtotal DCR 0.29
Elderly 5.00% 2.31 25,316
Roofing 0.00 0 Additional $0 Term
Subfloor (2.02) (22,139) Int Rate Aggregate DCR 0.29
Floor Cover 1.92 21,043
Porches/Balconies $29.24 1352 3.61 39,5632 RECOMMENDED FINANCING STRUCTURE:
Plumbing $615 0 0.00 0
Built-In Appliances $1,625 16 2.37 26,000 Primary Debt Service $7,326
Stairs/Fireplaces 0.00 0 Secondary Debt Service 0
Floor Insulation 0.00 0 Additional Debt Service 0
Heating/Cooling 1.47 16,111 NE! CASH FLOW $2Z2, 193
Garages/Carports 4] 0.00 0
Comm &/or Aux Bldgs $68.39 1,216 7.59 83,157 Primary $293,038 Term 750
Other: 0.00 0 Int Rate 0.00% DCR 1.30
SUBTOTAL 67.14 735,85T
Current Cost Multiplier 1.03 2.01 22,076 Secondary $0 Term 0
Local Multiplier 0.86 (9.40) (103,019) Int Rate 0.00% Subtotal DCR 1.30
TOTAL DIRECT CONSTRUC ITON COSTS $59.75 $654,907 |
Plans, specs, survy, bld pri 3.90% $2.33) ($25,54T) Additional $0 Term 0
Interim Construction Intere 3.38% (2.02) (22,103) Int Rate 0.00% Aggregate DCR 1.30
Contractor's OH & Profit 11.50% (6.87) (75,314)
|NET DIRECT CONSTRUCTION COSTS $28.52 T531,943 |
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 $55,872 $57,548 $59,275 $61,053 $62,884 $72,900 $84,511 $97,972 $131,666
Secondary Income 960 989 1,018 1,049 1,080 1,253 1,452 1,683 2,262
Other Support Income: (descril 0 o) (0] o) o) (0] (0] 0 0
POTENTIAL GROSS INCOME 56,832 58,537 60,293 62,102 63,965 74,153 85,963 99,655 133,928
Vacancy & Collection Loss (4,262) (4,390) (4,522) (4,658) (4,797) (5,561) (6,447) (7,474) (10,045)
Employee or Other Non-Rental (0] 0 (0] 0 0 (0] 0] (0] (0]
EFFECTIVE GROSS INCOME $52,570 $54,147 $55,771 $57,444 $59,168 $68,591 $79,516 $92,181 $123,884
EXPENSES at 4.00%
General & Administrative $3,712 $3,861 $4,015 $4,176 $4,343 $5,284 $6,429 $7,822 $11,578
Management 4,781 4,924 5,072 5,224 5,381 6,238 7,231 8,383 11,266
Payroll & Payroll Tax 9,074 9,437 9,815 10,208 10,616 12,916 15,714 19,119 28,300
Repairs & Maintenance 9,659 10,045 10,447 10,865 11,299 13,748 16,726 20,350 30,123
Utilities 1,797 1,869 1,944 2,022 2,103 2,558 3,113 3,787 5,606
Water, Sewer & Trash 5,042 5,244 5,454 5,672 5,899 7,177 8,732 10,623 15,725
Insurance 4,384 4,559 4,742 4,931 5,129 6,240 7,592 9,236 13,672
Property Tax 0 o) (0] 0] o) (0] (0] o] 0
Reserve for Replacements 3,200 3,328 3,461 3,600 3,744 4,555 5,541 6,742 9,980
Other 1,400 1,456 1,514 1,575 1,638 1,993 2,424 2,950 4,366
TOTAL EXPENSES $43,050 $44,724 $46,464 $48,272 $50,151 $60,707 $73,502 $89,011 $130,615
NET OPERATING INCOME $9,519 $9,422 $9,307 $9,172 $9,017 $7,884 $6,015 $3,170 ($6,732)
DEBT SERVICE
First Lien Financing $7,326 $7,326 $7,326 $7,326 $7,326 $7,326 $7,326 $7,326 $7,326
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 $2,193 $2,096 $1,981 $1,846 $1,691 $558 ($1,311) ($4,156) ($14,058)
DEBT COVERAGE RATIO 1.30 1.29 1.27 1.25 1.23 1.08 0.82 0.43 (0.92)
TCSheet Version Date 5/1/03 Page 3 2003-0288 Bethel Senior Housing.xls Print Date9/3/03 1:28 PM
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BOND FINANCE DIVISION

BOARD ACTION REQUEST
December 11, 2003

Action Item

Revised Investment Policy incorporating new ethics and disclosure requirements for financial
advisors and service providers.

Required Action

Approve Resolution 03-091 authorizing the revised Investment Policy incorporating new ethics
and disclosure requirements for financial advisors and service providers.

Background

During the 78" Legislature, Regular Session, the Texas Legislature passed Chapter 2263., Ethics And
Disclosure Requirements For Outside Financial Advisors And Service Providers (the “Act”). The Act,
under Senate Bill 1059, requires certain actions by governing boards of state entities involved in the
management and investment of state funds and adds disclosure requirements for outside financial advisors
and service providers. The Act became effective September 1, 2003. According to the Act, each state
governmental entity required to adopt rules under Chapter 2263, Government Code, as added by this Act,
must have adopted itsinitial rulesin time for the rules to take effect not later than January 1, 2004.

Staff included requirements of the Act in Section VIII of the Investment Policy. The Board
previously approved the Investment Policy on June 12, 2003.

Recommendation

Approve Resolution 03-091 authorizing the revised Investment Policy incorporating new ethics
and disclosure requirements for financial advisors and service providers.
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TEXAS DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS

INVESTMENT POLICY
L POLICY

It is the policy of the Texas Department of Housing and Community Affairs (the “Department”) to invest public funds in a
manner which will provide by priority the following objectives:

1. safety of principal;

2. sufficient liquidity to meet Department cash flow needs;

3. amarket rate of return for the risk assumed; and

4. conformation to all applicable state statutes governing the investment of public funds including the
Department’s enabling legislation, Texas Government Code, Section 2306, Texas Government Code, Section
2263, Ethics and Disclosure Requirements for Outside Financial Advisors and Service Providers, and
specifically Texas Government Code, Section 2256, the Public Funds Investment Act (the “Act”).

II. SCOPE

This investment policy applies to all investment assets of the Department. These funds are accounted for in the
Department’s Comprehensive Annual Financial Report and include the General Fund, Special Revenue Fund, Trust and
Agency Fund, and Enterprise Fund.

This investment policy does not apply to hedges, which include but are not limited to, interest rate swaps, caps, floors,
futures contracts, forward contracts, etc., that satisfy the eligibility requirements of a “qualified hedge” as defined by
Section 1.148-4(h)(2) of the Internal Revenue Code.

III. PRUDENCE

Investments shall be made with judgment and care under circumstances then prevailing which persons of prudence,
discretion and intelligence would exercise in the management of their own affairs; not for speculation, but for investment,
considering the probable safety and liquidity of their capital as well as the probable income to be derived.

The standard of prudence to be used by the investment officer named herein shall be the “prudent person” standard and
shall be applied in the context of managing an overall portfolio. An investment officer acting in accordance with the
investment policy and written procedures and exercising due diligence shall be relieved of personal responsibility for an
individual security’s credit risk or market price changes, provided deviations from expectations are reported in a timely
fashion and appropriate action is taken to control adverse developments.

IV.  OBJECTIVES

The following are the primary objectives of investment activities in order of priority:

Texas Department of Housing and Community Affairs
Investment Policy (December 11, 2003) 1



1. Safety. Preservation and safety of principal is the foremost objective of the investment program. Investments of
the Department shall be undertaken in a manner that seeks to ensure the preservation of capital in the overall
portfolio. In accordance with Section 2256.005(d) of the Act, the first priority is the suitability of the investment.
The objective will be to mitigate credit risk and interest rate risk. To achieve this objective, diversification is
required so that potential losses on individual securities do not exceed the income generated from the remainder

of the portfolio.
A. Credit risk is the risk of loss due to the failure of the security issuer or backer, and may be mitigated by:
. limiting investments to the safest types of securities;
. pre-qualifying the financial institutions, broker/dealers, intermediaries, and advisors with
which the Department will do business; and
. diversifying the investment portfolio so that potential losses on individual securities will be
minimized.
B. Interest rate risk is the risk that the market value of securities in the portfolio will fall due to changes in

general interest rates, and may be mitigated by:

. structuring the investment portfolio so that securities mature to meet cash requirements for
ongoing operations, thereby avoiding the need to sell securities on the open market prior to
maturity, and

. investing operating funds primarily in shorter-term securities.

2. Liquidity. The Department’s investment portfolio shall remain sufficiently liquid to meet all reasonably
anticipated cash flow needs. This is accomplished by structuring the portfolio so that securities mature concurrent
with cash needs to meet anticipated demands. Since all possible cash demands cannot be anticipated, the portfolio
should consist largely of securities with active secondary or resale markets.

3.  Yield. The Department’s investment portfolio shall be designed with the objective of attaining a market rate of
return throughout budgetary and economic cycles, taking into account the investment risk constraints and cash
flow needs of the Department. Return on investment for short-term operating funds is of less importance
compared to the safety and liquidity objectives described above. The core of investments are limited to relatively
low-risk securities in anticipation of earning a fair return relative to the risk being assumed. Securities shall not
be sold prior to maturity with the following exceptions:

. A declining credit security could be sold early to minimize loss of principal;
. A security swap would improve the quality, yield, or target duration in the portfolio; or
. Liquidity needs of the portfolio require that the security be sold.

V. DELEGATION OF AUTHORITY

The Board establishes investment policy and objectives, obtains expert advice and assistance with respect to its actions as
is necessary to exercise its responsibilities prudently, and monitors the actions of staff and advisors to ensure compliance
with its policy. It is the Board’s intention that this policy be carried out by those persons who are qualified and competent
in their area of expertise.

Authority to manage the Department’s investment program is granted under the provisions of Texas Government Code,
Section 2306.052(b) (4) and (5) to the Director of the Department, (“Executive Director”). Responsibility for the
operation of the investment program is hereby delegated by the Executive Director of the Department to the Chief of
Agency Administration and the Director of Bond Finance acting in those capacities (collectively the “Investment
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Officer”) who shall carry out established written procedures and internal controls for the operation of the investment
program consistent with this investment policy. The Investment Officer shall be responsible for all transactions
undertaken and shall establish a system of controls to regulate the activities of subordinate officials. Procedures should
include reference to safekeeping, delivery vs. payment, investment accounting, repurchase agreements, wire transfer
agreements, collateral/depository agreements and banking service contracts. Such procedures may include explicit
delegation of authority to persons responsible for investment transactions. No person may engage in an investment
transaction except as provided under the terms of this policy and the procedures established by the Investment Officer.

VI. ETHICS AND CONFLICTS OF INTEREST

1. Department employees and Board members must comply with all applicable laws, and should specifically be aware of
the following statutes:

o Texas Government Code, Section 825.211, Certain Interests in Loans, Investments or Contracts Prohibited

o Texas Government Code, Section 572.051, Standards of Conduct for Public Servants

e Texas Government Code, Sections 553.001-003, Disclosure by Public Servants of Interest in Property Being
Acquired by Government

e Texas Government Code, Section 552.352, Distribution of Confidential Information

e Texas Government Code, Section 572.054, Representation by Former Olfficer or Employee of Regulatory
Agency Restricted

e Texas Penal Code, Chapter 36, Bribery, Corrupt Influence and Gifts to Public Servants

e Texas Penal Code, Chapter 39, Abuse of Office, Official Misconduct.

The omission of any applicable statute from this list does not excuse violation of its provisions.

2. Department employees and Board members must be honest in the exercise of their duties and must not take actions
which will discredit the Department.

3. Department employees and Board members should be loyal to the interest of the Department to the extent that such
loyalty is not in conflict with other duties which legally have priority, and should avoid personal, employment or
business relationships that create conflicts of interest.

e Officers and employees involved in the investment process shall refrain from personal business activity that
could conflict with the proper execution and management of the investment program, or that could impair
their ability to make impartial decisions.

e Officers and employees shall disclose to the Executive Director any material interests in financial institutions
with which they conduct business. They shall further disclose any personal financial/investment positions
that could be related to the performance of the Department’s investment portfolio.

e Officers and employees shall refrain from undertaking personal investment transactions with the same
individuals with whom business is conducted on behalf of the Department. Specifically, no employee of the
Department is to:

*  Accept or solicit any gift, favor, or service that might reasonably tend to influence the employee in
the discharge of the employee’s official duties or that the employee knows or should know is being
offered him/her with the intent to influence the employee’s official conduct;

*  Accept other employment or engage in any business or professional activity in which the employee
might reasonably expect would require or induce him/her to disclose confidential information
acquired by reason of his/her official position;

*  Accept other employment or compensation which could reasonably be expected to impair the
officer’s or employee’s judgment in the performance of his/her official duties;
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(An employee whose employment is involved in a competitive program of the Department
must immediately disclose the acceptance of another job in the same field. The disclosure
must be made to either the employee’s immediate supervisor or to the Executive Director.
The Executive Director must be notified in all cases. Failure to make the required
disclosure may result in the employee’s immediate termination from the Department.)

* Make personal investments which could reasonably be expected to create a substantial conflict
between the officer’s or employee’s private interest and the public interest; and

(A Department employee may not purchase Department bonds in the open secondary
market for municipal securities.)

* Intentionally or knowingly solicit, accept or agree to accept any benefit for having exercised the
employee’s official powers or performed his/her official duties in favor of another.

4. Department employees and Board members may not use their relationship with the Department to seek or obtain
personal gain beyond agreed compensation and/or any properly authorized expense reimbursement. This should not
be interpreted to forbid the use of the Department as a reference or the communication to others of the fact that a
relationship with the Department exists, provided that no misrepresentation is involved.

5. Department employees and Board members who have a personal business relationship with a business organization
offering to engage in an investment transaction with the Department shall file a statement disclosing that personal
business interest. An individual who is related within the second degree by affinity or consanguinity to an individual
seeking to sell an investment to the Department shall file a statement disclosing that relationship. A statement
required under this section must be filed with the Texas Ethics Commission and the Department’s Board. For
purposes of this policy, an individual has a personal business relationship with a business organization if:

e the individual owns 10 percent or more of the voting stock or shares of the business organization or owns
$5,000 or more of the fair market value of the business organization;

e funds received by the Investment Officer from the business organization exceed 10 percent of the individual’s
gross income from the previous year; or

e the individual has acquired from the business organization during the previous year investments with a book
value of $2,500 or more for the personal account of the individual.

VII. AUTHORIZED FINANCIAL DEALERS AND INSTITUTIONS

The Department (in conjunction with the State Comptroller) will maintain a list of financial institutions authorized to
provide investment services. In addition, a list will also be maintained of approved security broker/dealers selected by
creditworthiness ($10,000,000 minimum capital requirement and at least five years of operation). These may include
“primary” dealers or regional dealers that qualify under Securities and Exchange Commission Rule 15C3-1 (uniform net
capital rule). No public deposit shall be made except in a qualified public depository as established by state law.

All financial institutions and broker/dealers who desire to become qualified bidders for investment transactions must
supply the following, as appropriate:

audited financial statements;

proof of National Association of Securities Dealers (NASD) certification;

proof of state registration;

completed broker/dealer questionnaire; and

certification of having read the Department’s investment policy and depository contracts.
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An annual review of the financial condition and registration of qualified bidders will be conducted by the Investment
Officer. A current audited financial statement is required to be on file for each financial institution and broker/dealer in
which the Department invests.

With respect to investments provided in connection with the issuance of bonds, the above requirements will be deemed
met if the investment provider is acceptable to minimum credit ratings by rating agencies and/or by the bond insurer/credit
enhancer, if applicable, and if the investment meets the requirements of the applicable bond trust indenture. A broker,
engaged solely to secure a qualified investment referred to in this paragraph on behalf of the Department, which will not
be providing an investment instrument shall not be subject to the above requirements, and may only be engaged if
approved by the Board.

VIII. ETHICS AND DISCLOSURE REQUIREMENTS FOR OUTSIDE FINANCIAL ADVISORS
AND SERVICE PROVIDERS

During the 78" Legislature, Regular Session, the Texas Legislature passed Chapter 2263., Ethics And Disclosure
Requirements For Outside Financial Advisors And Service Providers (“Chapter 2263”). Chapter 2263, under Senate Bill
1059, requires certain actions by governing boards of state entities involved in the management and investment of state
funds and adds disclosure requirements for outside financial advisors and service providers. Chapter 2263 became
effective September 1, 2003. Each state governmental entity required to adopt rules under Chapter 2263, Government
Code, as added by this Act, must have adopted its initial rules in time for the rules to take effect not later than January 1,
2004.

Applicability. Chapter 2263 applies in connection with the management or investment of any state funds managed or
invested:

(1) under the Texas Constitution or other law, including Chapter 404, State Treasury Operations of
Comptroller, and Chapter 2256, Public Funds Investment; and

(2) by or for:

(A) a public retirement system as defined by Section 802.001 that provides service retirement,
disability retirement, or death benefits for officers or employees of the state;

(B) an institution of higher education as defined by Section 61.003, Education Code; or

(C) another entity that is part of state government and that manages or invests state funds or for which
state funds are managed or invested.

Chapter 2263 applies in connection with the management or investment of state funds without regard to whether the funds
are held in the state treasury.

Chapter 2263 does not apply to or in connection with a state governmental entity that does not manage or invest state
funds and for which state funds are managed or invested only by the comptroller.

Definition. With respect to this Chapter 2263, "financial advisor or service provider" includes a person or business entity
who acts as a financial advisor, financial consultant, money or investment manager, or broker.

Construction With Other Law. To the extent of a conflict between Chapter 2263 and another law, the law that imposes a
stricter ethics or disclosure requirement controls.
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Ethics Requirements For Outside Financial Advisors Or Service Providers. The governing body of a state governmental
entity by rule shall adopt standards of conduct applicable to financial advisors or service providers who are not employees
of the state governmental entity, who provide financial services to the state governmental entity or advise the state
governmental entity or a member of the governing body of the state governmental entity in connection with the
management or investment of state funds, and who:

(1) may reasonably be expected to receive, directly or indirectly, more than $10,000 in compensation from
the entity during a fiscal year; or

(2) render important investment or funds management advice to the entity or a member of the governing
body of the entity, as determined by the governing body.

A contract under which a financial advisor or service provider renders financial services or advice to a state governmental
entity or other person as described immediately above, in regard to compensation or duties, is voidable by the state
governmental entity if the financial advisor or service provider violates a standard of conduct adopted under this section.

In addition to the disclosures required by Chapter 2263 and described below, the Department will rely upon financial
advisors and service providers’ submission of an Acknowledgement of Receipt of Investment Policy and Certificate of
Compliance with the Public Funds Investment Act forms to evidence compliance with the Department’s code of conduct
and procedures as related to investments.

Disclosure Requirements For Outside Financial Advisor Or Service Provider. A financial advisor or service provider
described by Section 2263.004 shall disclose in writing to the administrative head of the applicable state governmental
entity and to the state auditor:

(1) any relationship the financial advisor or service provider has with any party to a transaction with the state
governmental entity, other than a relationship necessary to the investment or funds management services
that the financial advisor or service provider performs for the state governmental entity, if a reasonable
person could expect the relationship to diminish the financial advisor's or service provider's
independence of judgment in the performance of the person's responsibilities to the state governmental
entity; and

(2) all direct or indirect pecuniary interests the financial advisor or service provider has in any party to a
transaction with the state governmental entity, if the transaction is connected with any financial advice or
service the financial advisor or service provider provides to the state governmental entity or to a member
of the governing body in connection with the management or investment of state funds.

The financial advisor or service provider shall disclose a relationship described by the immediately preceding subsections
(1) or (2) without regard to whether the relationship is a direct, indirect, personal, private, commercial, or business
relationship.

A financial advisor or service provider described by Section 2263.004 shall file annually a statement with the
administrative head of the applicable state governmental entity and with the state auditor. The statement must disclose
each relationship and pecuniary interest described by Subsection (a) or, if no relationship or pecuniary interest described
by that subsection existed during the disclosure period, the statement must affirmatively state that fact.

The annual statement must be filed not later than April 15 on a form prescribed by the governmental entity, other than the
state auditor, receiving the form. The statement must cover the reporting period of the previous calendar year. The state
auditor shall develop and recommend a uniform form that other governmental entities receiving the form may prescribe.
The Department’s disclosure form is provided as Attachment E.
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The financial advisor or service provider shall promptly file a new or amended statement with the administrative head of
the applicable state governmental entity and with the state auditor whenever there is new information to report related to
the immediately preceding subsections (1) or (2).

Public Information. Chapter 552, Government Code, controls the extent to which information contained in a statement
filed under this chapter is subject to required public disclosure or excepted from required public disclosure.

IX. AUTHORIZED AND SUITABLE INVESTMENTS

General, Special Revenue and Trust and Agency Funds, all of which are on deposit with the State Treasury (specifically
excluding Enterprise Funds), are invested by the Treasury pursuant to Texas Government Code, Section 404.024 and
Article 5221(f), Subsection 13A(d) as amended relating to Manufactured Housing.

Enterprise Fund
1. Subject to a resolution authorizing issuance of its bonds, the Department is empowered by Texas Government Code,

Section 2306.173 to invest its money in bonds, obligations or other securities: or place its money in demand or time
deposits, whether or not evidenced by certificates of deposit. A guaranteed investment contract is an authorized
investment for bond proceeds. All bond proceeds and revenues subject to the pledge of an Indenture shall be invested
in accordance with the applicable law and the provisions of the applicable indenture including “Investment Securities”
as listed in such Indenture and so defined.

2. All other enterprise funds (non-bond proceeds) shall be invested pursuant to state law. The following are permitted
investments for those funds pursuant to the Act:

A. Obligations of, or guaranteed by governmental entities:

e Obligations of the United States or its agencies and instrumentalities.

e Direct obligations of this state or its agencies and instrumentalities.

e Collateralized mortgage obligations directly issued by a federal agency or instrumentality of the
United States, that have a market value of not less than the principal amount of the certificates.

e Other obligations the principal and interest of which are unconditionally guaranteed or insured by, or
backed by the full faith and credit of this state or the United States or their respective agencies and
instrumentalities.

e Obligations of states, agencies, counties, cities, and other political subdivisions of any state rated as to
investment quality by a nationally recognized investment rating firm not less than A or its equivalent.

B. A Certificate of Deposit is an authorized investment under this policy if the certificate of deposit is issued by
a state or national bank domiciled in this state or a savings bank domiciled in this state and is:

e guaranteed or insured by the Federal Deposit Insurance Department (FDIC) or its successor;

e secured by obligations that are described in subsection 2A above, including mortgage backed
securities directly issued by a federal agency or instrumentality that have a market value of not less
than the principal amount of the certificates and secured by collateral as described in Section XII of
this policy; and

e secured in any other manner and amount provided by law for deposits of the Department.

C. A “repurchase agreement” is a simultaneous agreement to buy, hold for a specified time, and sell back at a
future date obligations of the United States or its agencies and instrumentalities at a market value at the time
the funds are disbursed of not less than the principal amount of the funds disbursed. The term includes a
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direct security repurchase agreement and a reverse security repurchase agreement. A fully collateralized
repurchase agreement is an authorized investment under this policy if the repurchase agreement:

e has a defined termination date;

e s secured by collateral described in Section XII of this policy;

e requires the securities being purchased by the Department to be pledged to the Department, held in
the Department’s name, and deposited at the time the investment is made with the Department or with
a third party selected and approved by the Department;

e is placed through a primary government securities dealer, as defined by the Federal Reserve, or a
financial institution doing business in this state; and

¢ in the case of a reverse repurchase agreement, notwithstanding any other law other than the Act, the
term of any such reverse security repurchase agreement may not exceed 90 days after the date the
reverse security repurchase agreement is delivered. In addition, money received by the Department
under the terms of a reverse security repurchase agreement may be used to acquire additional
authorized investments, but the term of the authorized investments acquired must mature not later
than the expiration date stated in the reverse security repurchase agreement.

D. Commercial Paper is an authorized investment under this policy if the commercial paper:

e has a stated maturity of 270 days or fewer from the date of its issuance; and

e is rated not less than A-1 or P-1 or an equivalent rating by at least two nationally-recognized credit
rating agencies, or one nationally-recognized credit rating agency and is fully secured, and by an
irrevocable letter of credit issued by a bank organized and existing under the laws of the United States
or any state.

3. The following are not authorized investments pursuant to the Act:

e Obligations whose payment represents the coupon payments on the outstanding principal balance of the
underlying mortgage-backed security collateral and pays no principal;

e Obligations whose payment represents the principal stream of cash flow from the underlying mortgage-backed
security collateral and bears no interest;

e Collateralized mortgage obligations that have a stated final maturity date of greater than 10 years; and

e Collateralized mortgage obligations the interest rate of which is determined by an index that adjusts opposite to
the changes in a market index.

X. DIVERSIFICATION

The Department will diversify its investments by security type and institution. With the exception of U. S. Treasury
securities, mortgage-backed certificates created as a result of the Department’s bond programs, and authorized pools, no
more than 50% of the Department’s total investment portfolio will be invested in a single security type or with a single
financial institution. For purposes of this section, a banking institution and its related investment broker-dealer shall be
considered separate financial institutions.

XI. PERFORMANCE STANDARDS

The investment portfolio shall be designed with the objective of obtaining a rate of return throughout budgetary and
economic cycles commensurate with the investment risk constraints and the cash flow needs. The basis used to determine
whether market yields are being achieved shall be the three-month U.S. Treasury bill or other appropriate benchmark.
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XII. EFFECT OF LOSS OF REQUIRED RATING

An investment that requires a minimum rating under this subchapter does not qualify as an authorized investment during
the period the investment does not meet or exceed the minimum rating. The Department shall take all prudent measures
that are consistent with its investment policy to liquidate an investment that does not meet or exceed the minimum rating.

XITII. MAXIMUM MATURITIES

The Department shall limit its maximum final stated maturities to, in the case of bond proceeds, the maturity of the bonds,
or for non-bond funds five (5) years unless specific authority is given to exceed that maturity by the Board. To the extent
possible, the Department will attempt to match its investments with anticipated cash flow requirements. Unless matched
to a specific cash flow, the Department will not directly invest in securities maturing more than five years from the date of
purchase. The Department will periodically determine what the appropriate average weighted maturity of the portfolio
should be based on anticipated cash flow requirements.

Reserve funds may be invested in securities exceeding five years if the maturity of such investments are made to coincide
as nearly as practicable with the expected use of funds.

XIV. COLLATERALIZATION

Collateralization will be required on certificates of deposit, repurchase and reverse repurchase agreements, and savings
and demand deposits if not insured by FDIC. In order to anticipate market changes and provide a level of security for all
funds, the collateralization level should be at least 101% of the market value of principal and accrued interest for
repurchase and reverse repurchase agreements. Collateralization of 100% will be required for overnight repurchase
agreements and bank deposits in excess of FDIC insurance.

The following obligations may be used as collateral under this policy:

1. obligations of the United States or its agencies and instrumentalities;

2. direct obligations of this state or its agencies and instrumentalities;

3. collateralized mortgage obligations directly issued by a federal agency or instrumentality of the United States,
the underlying security for which is guaranteed by an agency or instrumentality of the United States;

4. other obligations, the principal and interest of which are unconditionally guaranteed or insured by or backed
by the full faith and credit of this state or the United States or their respective agencies and instrumentalities;
and

5. obligations of states, agencies, counties, cities, and other political subdivisions of any state rated as to
investment quality by a nationally-recognized investment rating firm not less than A or its equivalent.

Collateral will always be held by an independent third party with whom the Department has a current custodial agreement.
A clearly marked evidence of ownership or a safekeeping receipt must be supplied to the Department and retained. The
right of collateral substitution is granted subject to prior approval by the Investment Officer.

XV. SAFEKEEPING AND CUSTODY

All security transactions, including collateral for repurchase agreements, entered into by the Department will be executed
by Delivery vs. Payment (DVP). This ensures that securities are deposited in the eligible financial institution prior to the
release of funds. Securities will be held by a third-party custodian as evidenced by safekeeping receipts.
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XVI. INTERNAL CONTROL

The Investment Officer is responsible for establishing and maintaining an internal control structure designed to ensure
that the assets of the entity are protected from loss, theft or misuse. The internal control structure shall be designed to
provide reasonable assurance that these objectives are met. The concept of reasonable assurance recognizes that:

1. the cost of a control should not exceed the benefits likely to be derived; and
2. the valuation of costs and benefits requires estimates and judgments by management.

Once every two years, the Department, in conjunction with its annual financial audit, shall have external/internal auditors
perform a compliance audit of management controls on investments and adherence to the Department’s established
investment policies. The internal controls shall address the following points:

1. Control of collusion. Collusion is a situation where two or more employees are working in conjunction to
defraud their employer.

2. Separation of transaction authority from accounting and record keeping. By separating the person who
authorizes or performs the transaction from the person who records or otherwise accounts for the transaction,
a separation of duties is achieved.

3. Custodial safekeeping. Securities purchased from any bank or dealer including appropriate collateral as
defined by state law shall be placed with an independent third party for custodial safekeeping.

4. Avoidance of physical delivery securities. Book entry securities are much easier to transfer and account for
since actual delivery of a document never takes place. Delivered securities must be properly safeguarded
against loss or destruction. The potential for fraud and loss increases with physically delivered securities.

5. Clear delegation of authority to subordinate staff members. Subordinate staff members must have a clear
understanding of their authority and responsibilities to avoid improper actions. Clear delegation of authority
also preserves the internal control structure that is contingent on the various staff positions and their
respective responsibilities.

6. Written confirmation or telephone transactions for investments and wire transfers. Due to the potential for
error and improprieties arising from telephone transactions, all telephone transactions must be supported by
written communications and approved by the appropriate person, as defined by investment internal control
procedures. Written communications may be via fax if on letterhead and the safekeeping institution has a list
of authorized signatures.

7. Development of a wire transfer agreement with the lead bank or third party custodian. This agreement
should outline the various controls, security provisions, and delineate responsibilities of each party making
and receiving wire transfers.

The Department’s external/internal auditors shall report the results of the audit performed under this section to the Office
of the State Auditor not later than January 1 of each even-numbered year. The Office of the State Auditor compiles the
results of reports received under this subsection and reports those results to the legislative audit committee once every two
years.

XVII. REPORTING
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Methods

Not less than quarterly, the Investment Officer shall prepare and submit to the Director and the Board of the
Department a written report of investment transactions for all funds covered by this policy for the preceding
reporting period; including a summary that provides a clear picture of the status of the current investment
portfolio and transactions made over the previous reporting period. This report will be prepared in a manner
which will allow the Department and the Board to ascertain whether investment activities during the reporting
period have conformed to the investment policy. The report must:

describe in detail the investment position of the Department on the date of the report;
be prepared jointly by each Investment Officer of the Department;
be signed by each Investment Officer of the Department;
contain a summary statement, prepared in compliance with generally accepted accounting principles
for each fund that states the:
e book value and market value of each separately invested asset at the beginning and end of the
reporting period;
e additions and changes to the market value during the period; and
o fully accrued interest for the reporting period;
state the maturity date of each separately invested asset that has a maturity date;
state the fund in the Department for which each individual investment was acquired; and
state the compliance of the investment portfolio of the Department as it relates to the investment
strategy expressed in the Department’s investment policy and relevant provisions of the policy.

cawp

The reports prepared by the Investment Officer under this policy shall be formally reviewed at least annually by
an independent auditor, and the result of the review shall be reported to the Board by that auditor.

Performance Standards

The investment portfolio will be managed in accordance with the parameters specified within this policy. The
portfolio should obtain a market average rate of return during a market/economic environment of stable interest
rates. Portfolio performance will be compared to appropriate benchmarks on a regular basis.

Marking to Market

A statement of the market value of the portfolio shall be issued at least quarterly. The Investment Officer will
obtain market values from recognized published sources or from other qualified professionals as necessary. This
will ensure that a review has been performed on the investment portfolio in terms of value and subsequent price
volatility.

XVIII. INVESTMENT POLICY ADOPTION

The Department’s investment policy shall be adopted by resolution of the Board.

1.

Exemptions

Any investment currently held that does not meet the guidelines of this policy shall be exempted from the
requirements of this policy. At maturity or liquidation, such monies shall be reinvested only as provided by this
policy.

Amendment

The policy shall be reviewed at least annually by the Board and any amendments made thereto must be approved
by the Board. The Board shall adopt by written resolution a statement that it has reviewed the investment policies
and strategies.
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XIV. ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY

A written copy of the investment policy shall be presented to any person offering to engage in an investment transaction
related to Department funds. The qualified representative of the business organization shall execute a written instrument
in a form acceptable to the Department and the business organization, substantially to the effect that the offering business
organization has:

1. received and reviewed the investment policy of the Department; and

2. acknowledged that the business organization has implemented reasonable procedures and controls in an
effort to preclude investment transactions conducted between the Department and the business
organization that are not authorized by the Department’s investment policy, except to the extent that this
authorization is dependent on an analysis of the makeup of the Department’s entire portfolio or requires
an interpretation of subjective investment standards.

The Investment Officer of the Department may not buy any securities from a person who has not delivered to the
Department an instrument complying with this investment policy. (See sample documents at Attachments C and D.)

XX. TRAINING

Each member of the Department’s Board and the Investment Officer who are in office on September 1, 1996 or who
assume such duties after September 1, 1996, shall attend at least one training session relating to the person’s
responsibilities under this chapter within six months after taking office or assuming duties. Training under this section is
provided by the Texas Higher Education Coordinating Board and must include education in investment controls, security
risks, strategy risks, market risks, diversification of investment portfolio, and compliance with this policy. The
Investment Officer shall attend a training session not less than once in a two-year period and may receive training from
any independent source approved by the Department’s Board. The Investment Officer shall prepare a report on the
training and deliver the report to the Board not later than the 180th day after the last day of each regular session of the
legislature.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment A

STRATEGY

SECTION 1

All of the Department’s funds as listed below are program / operational in nature, excluding the bond funds which are
listed separately in Section 2 below. The following funds are held in the State Treasury and the Department earns interest
on those balances at the then applicable rate.

General Fund

Trust Funds

Agency Funds

Proprietary Funds (excluding Revenue Bond Funds)

SECTION 2

The Department’s Revenue Bond Funds, including proceeds, are invested in various investments as stipulated by the
controlling bond indenture. Certain investments, controlled by indentures prior to the latest revised Public Funds
Investment Act, are properly grandfathered from its provisions. Typical investments include: guaranteed investment
contracts; agency mortgage-backed securities resulting from the program’s loan origination; in some cases, long-term
Treasury notes; and bonds used as reserves with maturities that coincide with certain long-term bond maturities.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment B

POLICY STATEMENTS AND RECOMMENDED PRACTICE

Repurchase Agreements

1. Repurchase agreements (“repos”) are the sale by a bank or dealer of government securities with the simultaneous
agreement to repurchase the securities on a later date. Repos are commonly used by public entities to secure money
market rates of interest.

2. The Department affirms that repurchase agreements are an integral part of its investment program.

3. The Department and its designated Investment Officer should exercise special caution in selecting parties with whom
they will conduct repurchase transactions, and be able to identify the parties acting as principals to the transaction.

4. Proper collateralization practices are necessary to protect the public funds invested in repurchase agreements. Risk is
significantly reduced by delivery of underlying securities through physical delivery or safekeeping with the
purchaser’s custodian. Over-collateralization, commonly called haircut, or marking-to-market practices should be
mandatory procedures.

5. To protect public funds the Department should work with securities dealers, banks, and their respective associations to
promote improved repurchase agreement procedures through master repurchase agreements that protect purchasers’
interests, universal standards for delivery procedures, and written risk disclosures.

6. Master repurchase agreements should generally be used subject to appropriate legal and technical review. If the
prototype agreement developed by the Public Securities Association is used, appropriate supplemental provisions
regarding delivery, substitution, margin maintenance, margin amounts, seller representations and governing law
should be included.

7. Despite contractual agreements to the contrary, receivers, bankruptcy courts and federal agencies have interfered with
the liquidation of repurchase agreement collateral. Therefore, the Department should encourage Congress to
eliminate statutory and regulatory obstacles to perfected security interests and liquidation of repurchase collateral in
the event of default.

Texas Department of Housing and Community Affairs
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment C

ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY

1. I am a qualified representative of (the “Business
Organization”).

2. The Business Organization proposes to engage in an investment transaction (the “Investments”) with the Texas
Department of Housing and Community Affairs (the “Department”).

3. Tacknowledge that I have received and reviewed the Department’s investment policy.

4. 1 acknowledge that the Business Organization has implemented reasonable procedures and controls in an effort to
preclude investment transactions conducted between the business organization and the Department that are not
authorized by the Department’s investment policy.

5. The Business Organization makes no representation regarding authorization of the Investments to the extent such

authorization is dependent on an analysis of the Department’s entire portfolio and which requires an interpretation of
subjective investment standards.

Dated this day of

Name:

Title:

Business Organization:

Texas Department of Housing and Community Affairs
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment D

CERTIFICATE OF COMPLIANCE WITH PUBLIC FUNDS INVESTMENT ACT

, a qualified representative of

(the “Business Organization”)

hereby execute and deliver this certificate in conjunction with the proposed sale of investments to the Texas Department
of Housing and Community Affairs (the “Department”). I hereby certify that:

1. I have received and thoroughly reviewed the Investment Policy of the Department, as established by the
Department pursuant to Texas Government Code, Chapter 2256;

2. The Business Organization has implemented reasonable procedures and controls in an effort to preclude
imprudent investment activities arising out of or in any way relating to the sale of the investments to the
Department by the Business Organization;

3. The Business Organization has reviewed the terms, conditions and characteristics of the investments and
applicable law, and represents that the investments are authorized to be purchased with public funds under the

terms of Texas Government Code, Chapter 2256; and

4. The investments comply, in all respects, with the investment policy of the Department.

Business Organization:

By:

Title:

Date:

Texas Department of Housing and Community Affairs
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Texas Department of Housing and Community Affairs

Attachment E
ANNUAL DISCLOSURE STATEMENT FOR FINANCIAL ADVISORS AND SERVICE PROVIDERS
DUE NO LATER THAN APRIL 15

INSTRUCTIONS:

1) THE REPORTING PERIOD COVERED BY THIS STATEMENT CONSISTS OF THE PRECEDING CALENDAR YEAR.

2) A NEW OR AMENDED STATEMENT MUST BE PROMPTLY FILED WITH THE PARTIES LISTED IN STEP 4 WHENEVER
THERE IS NEW INFORMATION TO REPORT UNDER TEXAS GOVERNMENT CODE, SECTION 2263.005(a).

3) THIS STATEMENT MUST BE SUBMITTED EVEN IF YOU ANSWER “NO” TO QUESTIONS 1 AND 2 IN PART 2.

4) SUBMIT A COPY OF THIS STATEMENT TO THE FOLLOWING (FOR EACH GOVERNMENTAL ENTITY TO WHICH YOU
PROVIDE SERVICES):
a. ADMINISTRATIVE HEAD OF THE STATE GOVERNMENTAL ENTITY
b. THE STATE AUDITOR (mail to P.O. Box 12067, Austin, TX, 78711-2067)

5) PROMPT FILING REQUIRES A POSTMARK DATE NO LATER THAN APRIL 15 IF THE COMPLETED FORM IS RECEIVED
AT THE CORRECT ADDRESS.

PART 1: GENERAL INFORMATION
FILING TYPE (Check one) [ ] ANNUAL DISCLOSURE FOR YEAR ENDING DECEMBER 31,20 [ ] UPDATED DISCLOSURE

NAME OF INDIVIDUAL JOB TITLE

TYPE OF SERVICE
NAME OF BUSINESS ENTITY PROVIDED
ADDRESS
CITY STATE ZIP PHONE

NAME OF STATE GOVERNMENTAL ENTITY AND/OR GOVERNING
BOARD MEMBER TO WHICH YOU ARE PROVIDING SERVICES

PART 2: DISCLOSURES

DEFINITION: (Texas Government Code, Section 2263.002)

Financial advisor or service provider includes a person or business entity who acts as a financial advisor, financial consultant, money or
investment manager, or broker.

DISCLOSURE REQUIREMENTS FOR OUTSIDE FINANCIAL ADVISOR OR SERVICE PROVIDER (Texas Government Code, Section
2263.005)

Financial advisors and service providers (see definition) must disclose information regarding certain relationships with, and direct or
indirect pecuniary interests in, any party to a transaction with the state governmental entity, without regard to whether the relationships
are direct, indirect, personal, private, commercial, or business relationships.

1) Do you or does your business entity have any relationship with any party to a transaction with the state governmental entity (other
than a relationship necessary to the investment or funds management services that you or your business entity performs for the
state governmental entity) for which a reasonable person could expect the relationship to diminish your or your business entity’s
independence of judgment in the performance of your responsibilities to the state entity?

Yes No
If yes, please explain in detail. (Attach additional sheets as needed.)

2) Do you or does your business entity have any direct or indirect pecuniary interests in any party to a transaction with the state
governmental entity if the transaction is connected with any financial advice or service that you or your business entity provides to
the state governmental entity or to a member of the governing body in connection with the management or investment of state
funds?

Yes No
If yes, please explain in detail. (Attach additional sheets as needed.)

PART 3: SIGNATURE AND DATE

| hereby attest that all information provided above is complete and accurate. | acknowledge my or my firm's responsibility to submit
promptly a new or amended disclosure statement to the parties listed in step 4 of the instructions if any of the above information
changes.

Signature Date
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RESOLUTION NUMBER 03-091

RESOLUTION OF THE BOARD OF DIRECTORS
AUTHORIZING REVIEW AND APPROVAL OF
THE TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS’
INVESTMENT POLICY, WITH CHANGES, IN COMPLIANCE WITH
CHAPTERS 2306, 2256, AND 2263 OF THE TEXAS GOVERNMENT CODE

WHEREAS, the Texas Department of Housing and Community Affairs, a public and official
governmental agency of the State of Texas, (the “Department”) was created and organized pursuant to
and in accordance with the provisions of Chapter 2306, Texas Government Code, as amended, (together
with other laws of the State applicable to the Department, collectively, the “Act”); and

WHEREAS, the Governing Board desires to authorize the review of the Department’s Investment
Policy, with changes per Chapter 2263, Ethics and Disclosure Requirements for Outside Financial
Advisors and Service Providers, and the Governing Board has found this Investment Policy to be
satisfactory and in proper form and the recitals contained herein to be true, correct and complete, and in
compliance with Chapter 2263, Ethics and Disclosure Requirements for Outside Financial Advisors and
Service Providers, Chapter 2256, the Public Funds Investment Act, and Chapter 2306, the Texas
Government Code. The Governing Board has determined to authorize the approval and delivery of such

policy.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BOARD OF THE TEXAS
DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS THAT:

Section 1 — Review and Approval of the Department’s Investment Policy. The Governing Board
hereby authorizes and approves the Department’s Investment Policy. The Governing Board has found the
Investment Policy to be satisfactory and in proper form and the recitals contained therein to be true,
correct and complete, and in compliance with Chapter 2263, Ethics and Disclosure Requirements for
Outside Financial Advisors and Service Providers, Chapter 2256, the Public Funds Investment Act, and
Chapter 2306, the Texas Government Code, and the Board has deemed to authorize the execution and
delivery of such policy.

Section 2 -- Effective Date. This Resolution shall be in full force and effect from and upon its
adoption.

Section 3 -- Open Meetings; Open Records. Written notice of the date, hour and place of the
meeting of the Governing Board at which this Resolution was considered and of the subject of this
Resolution was furnished to the Secretary of State and posted on the Internet for at least seven (7) days
preceding the convening of such meeting, during the regular office hours, a computer terminal located in
a place convenient to the public, in the office of the Secretary of State, was provided such that the general
public could view such posting; that such meeting was open to the public as required by law at all times
during which this Resolution and the subject matter hereof was discussed, considered and formally acted
upon, all as required by the Open Meetings Law, Chapter 551, Texas Government Code, as amended; and
that written notice of the date, hour and place of the meeting of the Board and of the subject of this
Resolution was published in the Texas Register at least seven (7) days preceding the convening of such

Texas Department of Housing and Community Affairs 18
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meeting, as required by the Administrative Procedure and Texas Register Act, Chapter 2002 and 2001,
Texas Government Code, as amended. Additionally, all of the materials in the possession of the
Department relevant to the subject of this Resolution was posted on the Department’s website and made
available in hard-copy at the Department not later than seven (7) days before the meeting of the Board, as
required by Section 2306.032, Texas Government Code.

PASSED AND APPROVED this 11th day of December, 2003.

Chair of the Governing Board

ATTEST:

Secretary to the Board
(SEAL)

Texas Department of Housing and Community Affairs 19
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MULTIFAMILY FINANCE PRODUCTION DIVISION

BOARD ACTION REQUEST
December 11, 2003

Action Item

Presentation, Discussion and Possible Approval of Qualified Trustees for the Multifamily Mortgage Revenue
Bond Transactions.

Regquested Action

Approve the Recommended List Below.

Backaground

At the April 10, 2003 TDHCA Board meeting, the Board approved the Request for Qualifications (RFQ) for
gualified institutions to serve as Trustees for the multifamily bond issues and/or refundings. Department staff
published the RFQ in the Texas Register, the Bond Buyer and the Texas Market Place to solicit institutions to
servein therole of Trustee. The Department received proposals from three (3) trustee institutions. Two (2) of the
institutions, noted below, are being recommended for trustee services and one (1) is not recommended. The two
(2) being recommended as Trustees have strong histories and experience with trustee services. The one (1)
institution not being recommended, Huntington National Bank, has limited multifamily housing experience.

The Department staff recommends the following institutions be added to the Multifamily Bond Approved Trustee
List:

Institution Role Requested Action
Wachovia Bank Trustee Add to approved list
Bank of New York Trustee Add to approved list

There are three Trustees already on the approved list: Wells Fargo Bank Texas, N.A.; Bank One, Texas, N.A.; JP Morgan
Chase Bank of Texas.

Recommendation

The Board approve the recommended Trustees to be added to the Multifamily Bond Approved Trustee list and
decline the one trustee.

Pagel of 1



Low Income Housing Tax Credit Program
Board Action Request
December 11, 2003

Action Item

Request, review, and board determination of three (3) four percent (4%) tax credit applications with TDHCA as the issuer.

Recommendation

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

Development Name L ocation | ssuer Total LI Total Applicant Recommended
No. Units | Units | Development Proposed Credit
Tax Exempt Allocation
Bond Amount
$714,733 | Parkview Arlington TDHCA 248 248 | $23,127,832 $15,000,000
Townhomes (aka
Providence at Rush
Creek)
$477,964 | Timber Ridge | Houston TDHCA 124 124 $11,552,155 $7,000,000
Apartments
$638,507 | Century Park Austin TDHCA 240 240 $20,778,371 $13,000,000
Apartments
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REQUEST FOR BOARD APPROVAL
Multifamily Finance Production

2003 Private Activity Multifamily Revenue Bonds

Parkview Townhomes
Southwest quadrant of S. Cooper Street and W. Sublett Road
Arlington, Texas
Dove Lane Apartments Limited Partnership
248 Units
$15,000,000 Tax Exempt — Series 2003A
$1,600,000 Taxable — Series 2003B
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BOARD APPROVAL

MEMORANDUM
December 11, 2003

DEVELOPMENT:

PROGRAM:

ACTION
REQUESTED:

PURPOSE:

BOND AMOUNT:

ANTICIPATED

CLOSING DATE:

BORROWER:

COMPLIANCE
HISTORY:

Parkview Townhomes Apartments, Arlington, Tarrant County, Texas

Texas Department of Housing and Community Affairs
2003 Multifamily Housing Mortgage Revenue Bonds
(Reservation received 09/05/2003)

Approve the issuance of multifamily housing mortgage revenue bonds
(the “Bonds”) by the Texas Department of Housing and Community
Affairs (the “Department”). The Bonds will be issued under Chapter
1371, Texas Government Code, as amended, and under Chapter 2306,
Texas Government Code, the Department's Enabling Act (the "Act™),
which authorizes the Department to issue its revenue bonds for its
public purposes as defined therein.

The proceeds of the Bonds will be used to fund a mortgage loan (the
"Mortgage Loan"™) to Chicory Court IV, LP, a Texas limited
partnership (the "Borrower"), to finance the acquisition, construction,
equipping and long-term financing of a new, 248-unit multifamily
residential rental Development located at 1200 W. Sublett Road (at the
southwest quadrant of S. Cooper Street and W. Sublett Road),
Arlington , Texas (the "Development™). The Bonds will be tax-exempt
by virtue of the Development’s qualifying as a residential rental
Development.

$15,000,000 Series 2003A Tax Exempt bonds (*)
$ 1,600,000 Series 2003B Taxable bonds (*)
$16,600,000 Total bonds

(*) The aggregate principal amount of the Bonds will be determined by
the Department based on its rules, underwriting, the cost of
construction of the Development and the amount for which Bond
Counsel can deliver its Bond Opinion.

The Department received a volume cap allocation for the Bonds on
September 05, 2003 pursuant to the Texas Bond Review Board's 2003
Private Activity Bond Allocation Program. While the Department is
required to deliver the Bonds on or before January 03, 2004, the
anticipated closing date is December 23, 2003.

Chicory Court 1V, LP a Texas limited partnership, the general partner
of which is Chicory Court GP - IV, Inc., principal of the general
partner is Leon J. Backes.

The Compliance Status Summary completed on October 9. 2003
reveals that the principal of the general partner above has no properties
being monitored by the Department.

* Preliminary - Represents Maximum Amount




ISSUANCE TEAM &
ADVISORS:

BOND PURCHASER:

DEVELOPMENT
DESCRIPTION:

Charter Municipal Mortgage Acceptance Company (“Bond
Purchaser”)

Wells Fargo Bank, National Association, (“Trustee”)

Vinson & Elkins L.L.P. (“Bond Counsel”)

RBC Dain Rauscher Inc. (“Financial Advisor”)

MccCall, Parkhurst & Horton, L.L.P. (Disclosure Counsel)

The Bonds will be purchased by Charter Municipal Mortgage
Acceptance Company. The purchaser and any subsequent purchaser
will be required to sign the Department’s standard traveling investor
letter.

Site:  The proposed affordable housing community is a 248-unit
multifamily residential rental development to be constructed on
approximately 17 acres of land located at the southwest corner of the
intersection of W. Sublett Road and S. Cooper Street in Arlington,
Tarrant County, Texas . The proposed density is 14.60 dwelling units
per acre. Shopping and neighborhood amenities are located in two
areas near the development. One is on Cooper and Green Oaks
approximately one mile south of the site with food stores and other
neighborhood convenience stores such as gasoline stations. Along
Cooper to the south of the site is the local grocery store, drug store,
banking facilities, doctors and dentist offices plus the local medical
facility. A neighborhood park is located south of the site
approximately two miles, as well as an elementary school. A high
school is located west of the site on Cooper Street..

Buildings: The development will include a total of twelve (12) two
and three-story, wood-framed apartment buildings containing
approximately 262,080 net rentable square feet and having an average
unit size of 1057 square feet. All units will have large baths and ample
dining and living areas, walk in wardrobes with additional storage,
private balcony or patio with additional storage , full kitchen to
include energy efficient appliances including refrigerator, dishwasher
and disposal, window covering and carpeting. In addition to the
residential buildings, the Development will have one community
building with laundry, maintenance and full kitchen facilities. There
will be picnic areas, one community swimming pool and gathering
areas interspersed among the buildings. The design concept is to
create a village complete with walkways connecting the units, and as
focus of the village, the community building. A variety of plant and
tree species will be provided based on Texas drought resistant and low
maintenance requirements. As much as possible, materials used will
be selected based on energy conservation renewable resources. This
will include Type V construction with wood framing and concrete slab
on grade. Colors are chosen from a palette compatible iwht the
surrounding architecture and scenery.

Revised: 12/3/2003
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SET-ASIDE UNITS:

RENT CAPS:

TENANT SERVICES:

DEPARTMENT
ORIGINATION
FEES:

DEPARTMENT
ANNUAL FEES:

ASSET OVERSIGHT
FEE:

TAX CREDITS:

Units Unit Type Square Feet Proposed Net Rent

08 2-Bedrooms/2-Baths 960 $750.00
150 3-Bedrooms/2-Baths 1120 $862.00
248 Total Units

On-site Amenities: There will be a community building with laundry
and maintenance facilities as well as picnic and playground equipment
and open play areas interspersed throughout the site. The community
building will be centrally located and will have office and leasing
space as well as provide for community and educational meetings. The
community building will contain the following spaces: manager and
leasing offices, social service office, business center/community
services room, television, residential kitchen, activity center, entry
foyer, restrooms, telephone and vending area, laundry room,
mechanical room, and maintenance shop.

For Bond covenant purposes, at least forty (40%) of the residential
units in the development are set aside for persons or families earning
not more than sixty percent (60%) of the area median income. Five
percent (5%) of the units in each Development will be set aside on a
priority basis for persons with special needs.

(The Borrower has elected to set aside 100% of the units for tax credit purposes.)

For Bond covenant purposes, the rental rates on 100% of the units will
be restricted to a maximum rent that will not exceed thirty percent
(30%) of the income, adjusted for family size, for sixty percent (60%)
of the area median income.

Tenant Services will be performed by New Horizons Services.

$1,000 Pre-Application Fee (Paid).
$10,000 Application Fee (Paid).
$83,000 Issuance Fee (.50% of the bond amount paid at closing).

$16,600 Bond Administration (0.10% of first year bond amount)
$6,200 Compliance ($25/unit/year adjusted annually for CPI)

(Department’s annual fees may be adjusted, including deferral, to accommodate
underwriting criteria and Development cash flow. These fees will be subordinated to
the Mortgage Loan and paid outside of the cash flows contemplated by the Indenture)

$6,200 to TDHCA or assigns ($25/unit/year adjusted annually for CPI)

The Borrower has applied to the Department to receive a
Determination Notice for the 4% tax credit that accompanies the
private-activity bond allocation. The tax credit equates to

Revised: 12/3/2003
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BOND STRUCTURE:

BOND INTEREST RATES:

CREDIT
ENHANCEMENT:

FORM OF BONDS:

MATURITY/SOURCES
& METHODS OF
REPAYMENT:

TERMS OF THE
MORTGAGE LOAN:

approximately $717,257 per annum and represents equity for the
transaction. To capitalize on the tax credit, the Borrower will sell a
substantial portion of its limited partnership interests, typically 99%, to
raise equity funds for the Development. Although a tax credit sale has
not been finalized, the Borrower anticipates raising approximately
$5,971,000 of equity for the transaction.

The Bonds are proposed to be issued under a Trust Indenture (the
"Trust Indenture™) that will describe the fundamental structure of the
Bonds, permitted uses of Bond proceeds and procedures for the
administration, investment and disbursement of Bond proceeds and
program revenues.

The Bonds will be privately placed with the Bond Purchaser, and will
mature over a term of 40 years. During the construction and lease-up
period, the Bonds will pay as to interest only. The loan will be secured
by a first lien on the Development.

The Bonds are mortgage revenue bonds and, as such, create no
potential liability for the general revenue fund or any other state fund.
The Act provides that the Department’s revenue bonds are solely
obligations of the Department, and do not create an obligation, debt, or
liability of the State of Texas or a pledge or loan of the faith, credit or
taxing power of the State of Texas. The only funds pledged by the
Department to the payment of the Bonds are the revenues from the
Development financed through the issuance of the Bonds.

The interest rate on the Tax Exempt Bonds will be 6.6% and the
Taxable Bonds will be 8.50%.

The bonds will be unrated with no credit enhancement.

The Bonds will be issued in book entry (typewritten or lithographical)
form and in denominations of $100,000 and any amount in excess of
$100,000.

The Bonds will bear interest at a fixed rate until maturity and will be
payable monthly. During the construction phase, the Bonds will be
payable as to interest only, from an initial deposit at closing to the
Capitalized Interest Account of the Construction Fund, earnings
derived from amounts held on deposit in an investment agreement, if
any, and other funds deposited to the Revenue Fund specifically for
capitalized interest during a portion of the construction phase. After
conversion to the permanent phase, the Bonds will be paid from
revenues earned from the Mortgage Loan.

The Mortgage Loan is a non-recourse obligation of the Borrower
(which means, subject to certain exceptions, the Borrower is not liable

Revised: 12/3/2003 Texas Department of Housing and Community Affairs Page: 4
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REDEMPTION OF
BONDS PRIOR TO

MATURITY:

for the payment thereof beyond the amount realized from the pledged
security) providing for monthly payments of interest during the
construction phase and level monthly payments of principal and
interest upon conversion to the permanent phase. A Deed of Trust and
related documents convey the Borrower’s interest in the Development
to secure the payment of the Mortgage Loan.

The Bonds may be subject to redemption under any of the following
circumstances:

Mandatory Redemption:

(a)

(b)

(©)

(d)

(€)

(f)

(i) In whole or in part, to the extent excess funds remain on
deposit in the Loan Account of the Construction Fund after the
Development’s  Completion Date; and (ii) under certain
circumstances, upon request by the Majority Owner to redeem
Bonds from amounts on deposit in the Earnout Account of the
Construction Fund; or

in part, if (i) the development has not achieved Stabilization
within twenty-four (24) months after the earlier of (A) the date
the Development achieves Completion or (B) the Completion
Date or (ii) upon request by the Majority Owner to redeem
Bonds from amount on deposit in the Earnout Account of the
Construction Fund; or

in whole or in part, if there is damage to or destruction or
condemnation of the Development, to the extent that Insurance
Proceeds or a Condemnation Award in connection with the
Development are deposited in the Revenue Fund and are not to
be used to repair or restore the Development; or

upon the determination of Taxability if the owner of a Bond
presents his Bond or Bonds for redemption on any date selected
by such owner specified in a written notice delivered to the
Borrower and the Issuer at least thirty (30) days’ prior to such
date; or

with respect to the Tax Exempt Bonds, in whole on any interest
payment date on or after December 1, 2020, if the Owners of all
of the Bonds elect redemption and provide not less than 180
days’ written notice to the Issuer, Trustee and Borrower; or

In part, according to the dates and amounts indicated on the
Mandatory Sinking Fund Schedule of Redemptions.

Revised: 12/3/2003
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FUNDS AND
ACCOUNTS/FUNDS
ADMINISTRATION:

Optional Redemption:

The Bonds are subject to redemption, in whole, any time on or after
December 1, 2020, from the proceeds of an optional prepayment of the
Loan by the Borrower.

Under the Trust Indenture, the Trustee will serve as registrar and
authenticating agent for the Bonds and as trustee of certain of the
accounts created under the Trust Indenture (described below). The
Trustee will also have responsibility for a number of loan
administration and monitoring functions.

Moneys on deposit in Trust Indenture accounts are required to be
invested in eligible investments prescribed in the Trust Indenture until
needed for the purposes for which they are held.

The Trust Indenture will create the following Funds and Accounts:

1.  Construction Fund — On the closing date, the proceeds of the
Bonds shall be deposited in the Construction Fund which may
consist of five (5) accounts as follows:

(a) Loan Account — represents a portion of the proceeds of the
sale of the Bonds that will be used to pay for Development
Costs;

(b) Insurance and Condemnation Proceeds Account - represents
Condemnation Award and Insurance Proceeds allocated to
restore the Development pursuant to the Loan Documents;

(c) Capitalized Interest Account — represents a portion of the
proceeds of the Bonds and/or a portion of the initial equity
contribution of the Borrower which may be transferred to the
Revenue Fund from this account in order to pay interest on
the Bonds until the Completion Date of the Development;

(d) Costs of Issuance Account — represents a portion of the
proceeds of the Bonds and/or a portion of the initial equity
contribution of the Borrower from which the costs of
issuance are disbursed;

(e) Earnout Account — represents a portion of the initial equity
contribution of the Borrower, the disbursements from which
are to be requested in writing by the Developer and approved
by the Majority Owner of the Outstanding Bonds; and

(f) Equity Account — represents the balance of the initial equity
contribution of the Borrower.

2. Replacement Reserve Fund — Amounts which are held in reserve

Revised: 12/3/2003
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DEPARTMENT
ADVISORS:

to cover replacement costs and ongoing maintenance to the
Development.

3. Tax and Insurance Fund — The Borrower must deposit certain
moneys in the Tax and Insurance Fund to be applied to the
payment of real estate taxes and insurance premiums.

4.  Revenue Fund — Revenues from the Development are deposited
to the Revenue Fund and disbursed to sub-accounts for payment
to the various funds according to the order designated under the
Trust Indenture: (1) to the payment of interest on the Bonds; (2)
to the payment of the principal or redemption price, including
premium, if any, on the Bonds; (3) to the payment of any
required deposit in the Tax and Insurance Fund; (4) to the
payment of any required deposit in the Replacement Reserve
Fund; (5) to the payment of the fees of the Trustee, the Servicer,
the Issuer and the Asset Oversight Agent, if any, due and owing
under the Loan Documents and the Indenture; (6) to the payment
of any other amounts then due and owing under the Loan
Documents; and (7) the remaining balance to the Borrower.

5. Rebate Fund — Fund into which certain investment earnings are
transferred that are required to be rebated periodically to the
federal government to preserve the tax-exempt status of the
Bonds. Amounts in this fund are held apart from the trust estate
and are not available to pay debt service on the Bonds.

The majority of the bond proceeds will be deposited into the
Construction Fund and disbursed therefrom during the Construction
Phase to finance the construction of the Development. Costs of
issuance of up to two percent (2%) of the principal amount of the
Bonds may be paid from Tax-Exempt Bond proceeds. It is currently
anticipated that costs of issuance will be paid by Taxable Bond
proceeds.

The following advisors have been selected by the Department to
perform the indicated tasks in connection with the issuance of the
Bonds.

1. Bond Counsel - Vinson & Elkins L.L.P. ("V&E") was most
recently selected to serve as the Department's bond counsel
through a request for proposals ("RFP") issued by the
Department in August 2003. V&E has served in such capacity
for all Department or Agency bond financings since 1980, when
the firm was selected initially (also through an RFP process) to
act as Agency bond counsel.

2. Bond Trustee - Wells Fargo Bank National Association
(formerly Norwest Bank, N.A.) was selected as bond trustee by
the Department pursuant to a request for proposals process in
June 1996.

Revised: 12/3/2003
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3. Financial Advisor — RBC Dain Rauscher Inc., formerly Rauscher
Pierce Refsnes, was selected by the Department as the
Department's financial advisor through a request for proposals
process in September 1991.

4.  Disclosure Counsel — McCall, Parkhurst & Horton, L.L.P. was
selected by the Department as Disclosure Counsel through a
request for proposals process in 1998.

ATTORNEY GENERAL

REVIEW OF BONDS: No preliminary written review of the Bonds by the Attorney General of
Texas has yet been made. Department bonds, however, are subject to
the approval of the Attorney General, and transcripts of proceedings
with respect to the Bonds will be submitted for review and approval
prior to the issuance of the Bonds.

Revised: 12/3/2003 Texas Department of Housing and Community Affairs Page: 8
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RESOLUTION NO. 03-91

RESOLUTION AUTHORIZING AND APPROVING THE ISSUANCE, SALE
AND DELIVERY OF MULTIFAMILY HOUSING MORTGAGE REVENUE
BONDS (PARKVIEW TOWNHOMES) SERIES 2003A AND TAXABLE
MULTIFAMILY HOUSING MORTGAGE REVENUE BONDS (PARKVIEW
TOWNHOMES) SERIES 2003B; APPROVING THE FORM AND
SUBSTANCE AND AUTHORIZING THE EXECUTION AND DELIVERY OF
DOCUMENTS AND INSTRUMENTS  PERTAINING  THERETO,;
AUTHORIZING AND RATIFYING OTHER ACTIONS AND DOCUMENTS;
AND CONTAINING OTHER PROVISIONS RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the
“Department”) has been duly created and organized pursuant to and in accordance with the
provisions of Chapter 2306, Texas Government Code, as amended (the “Act”), for the purpose,
among others, of providing a means of financing the costs of residential ownership, development
and rehabilitation that will provide decent, safe, and affordable living environments for
individuals and families of low and very low income (as defined in the Act) and families of
moderate income (as described in the Act and determined by the Governing Board of the
Department (the “Board”) from time to time); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing
sponsors to provide financing for multifamily residential rental housing in the State of Texas (the
“State”) intended to be occupied by individuals and families of low and very low income and
families of moderate income, as determined by the Department; (b) to issue its revenue bonds,
for the purpose, among others, of obtaining funds to make such loans and provide financing, to
establish necessary reserve funds and to pay administrative and other costs incurred in
connection with the issuance of such bonds; and (c) to pledge all or any part of the revenues,
receipts or resources of the Department, including the revenues and receipts to be received by the
Department from such multi-family residential rental project loans, and to mortgage, pledge or
grant security interests in such loans or other property of the Department in order to secure the
payment of the principal or redemption price of and interest on such bonds; and

WHEREAS, the Board has determined to authorize the issuance of the Texas Department
of Housing and Community Affairs Multifamily Housing Mortgage Revenue Bonds (Parkview
Townhomes) Series 2003A (the “Series 2003A Bonds™) and the Texas Department of Housing
and Community Affairs Taxable Multifamily Housing Mortgage Revenue Bonds (Parkview
Townhomes) Series 2003B (the “Series 2003B Bonds”, and together with the Series 2003A
Bonds, the “Bonds™), pursuant to and in accordance with the terms of a Trust Indenture (the
“Indenture”) by and between the Department and Wells Fargo Bank, National Association (the
“Trustee™), for the purpose of obtaining funds to finance the Project (defined below), all under
and in accordance with the Constitution and laws of the State of Texas; and

WHEREAS, the Department desires to use the proceeds of the Bonds to fund a mortgage
loan to Chicory Court IV, LP, a Texas limited partnership (the “Borrower”), in order to finance
the cost of acquisition, construction and equipping of a qualified residential rental project
described on Exhibit A attached hereto (the “Project”) located within the State of Texas required
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by the Act to be occupied by individuals and families of low and very low income and families
of moderate income, as determined by the Department; and

WHEREAS, the Board, by resolution adopted on October 10, 2002, declared its intent to
issue its revenue bonds to provide financing for the Project; and

WHEREAS, it is anticipated that the Department, the Borrower and the Trustee will
execute and deliver a Loan Agreement (the “Loan Agreement”) pursuant to which (i) the
Department will agree to make a mortgage loan funded with the proceeds of the Bonds (the
“Loan”) to the Borrower to enable the Borrower to finance the cost of acquisition and
construction of the Project and related costs, and (ii) the Borrower will execute and deliver to the
Department a promissory note (the “Note”) in an original principal amount equal to the original
aggregate principal amount of the Bonds, and providing for payment of interest on such principal
amount equal to the interest on the Bonds and to pay other costs described in the Agreement; and

WHEREAS, it is anticipated that the Note will be secured by a Deed of Trust and
Security Agreement (with Power of Sale) (the “Deed of Trust”) from the Borrower for the
benefit of the Department and the Trustee; and

WHEREAS, the Department’s interest in the Loan, including the Note and the Deed of
Trust, will be assigned to the Trustee pursuant to an Assignment of Deed of Trust Documents
and an Assignment of Note (collectively, the “Assignments”) from the Department to the
Trustee; and

WHEREAS, the Board has determined that the Department, the Borrower and Charter
Municipal Mortgage Acceptance Company, a Delaware business trust (the “Purchaser”), will
execute a Bond Purchase Agreement (the “Purchase Agreement”), with respect to the sale of the
Bonds; and

WHEREAS, the Board has determined that the Department, the Trustee and the Borrower
will execute a Regulatory and Land Use Restriction Agreement (the “Regulatory Agreement”),
with respect to the Project which will be filed of record in the real property records of Tarrant
County, Texas; and

WHEREAS, the Board has determined that the Department, the Trustee and Wachovia
Bank, National Association, a national banking association (the “Bank”), will enter into an
Intercreditor Agreement (the “Intercreditor Agreement”) that will outline the interests of the
various parties with respect to the Indenture, the Loan Agreement, the Deed of Trust and the
Regulatory Agreement; and

WHEREAS, the Board has determined that the Department and the Borrower will
execute an Asset Oversight Agreement (the “Asset Oversight Agreement”), with respect to the
Project for the purpose of monitoring the operation and maintenance of the Project; and

WHEREAS, the Board has examined proposed forms of the Indenture, the Loan
Agreement, the Assignments, the Regulatory Agreement, the Purchase Agreement, the
Intercreditor Agreement and the Asset Oversight Agreement, all of which are attached to and
comprise a part of this Resolution; has found the form and substance of such documents to be
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satisfactory and proper and the recitals contained therein to be true, correct and complete; and
has determined, subject to the conditions set forth in Section 1.14, to authorize the issuance of
the Bonds, the execution and delivery of such documents and the taking of such other actions as
may be necessary or convenient in connection therewith; NOW, THEREFORE,

BE IT RESOLVED BY THE GOVERNING BOARD OF THE TEXAS DEPARTMENT
OF HOUSING AND COMMUNITY AFFAIRS:

ARTICLE |

ISSUANCE OF BONDS; APPROVAL OF DOCUMENTS

Section 1.1--Issuance, Execution and Delivery of the Bonds. That the issuance of the
Bonds is hereby authorized, under and in accordance with the conditions set forth herein and in
the Indenture, and that, upon execution and delivery of the Indenture, the authorized
representatives of the Department named in this Resolution each are authorized hereby to
execute, attest and affix the Department’s seal to the Bonds and to deliver the Bonds to the
Attorney General of the State of Texas for approval, the Comptroller of Public Accounts of the
State of Texas for registration and the Trustee for authentication (to the extent required in the
Indenture), and thereafter to deliver the Bonds to the order of the initial purchaser thereof.

Section 1.2--Interest Rate, Principal Amount, Maturity and Price. That: (i) the interest
rate on the Series 2003A Bonds shall be 6.60% per annum from the date of issuance thereof until
paid on the maturity date or earlier redemption or acceleration thereof and the interest rate on the
Series 2003B Bonds shall be 8.50% per annum from the date of issuance thereof until paid on the
maturity date or earlier redemption or acceleration thereof (subject to adjustment as provided in
the Indenture; provided, however, that the default interest rate on the Bonds shall not exceed the
maximum rate permitted by applicable law); (ii) the aggregate principal amount of the Series
2003A Bonds shall be $15,000,000 and of the Series 2003B Bonds shall be $1,600,000; and (iii)
the final maturity of the Series 2003A Bonds shall occur on December 1, 2043 and of the Series
2003B Bonds shall occur on February 1, 20109.

Section 1.3--Approval, Execution and Delivery of the Indenture. That the form and
substance of the Indenture are hereby approved, and that the authorized representatives of the
Department named in this Resolution each are authorized hereby to execute, attest and affix the
Department’s seal to the Indenture and to deliver the Indenture to the Trustee.

Section 1.4--Approval, Execution and Delivery of the Loan Agreement and Regulatory
Agreement. That the form and substance of the Loan Agreement and the Regulatory Agreement
are hereby approved, and that the authorized representatives of the Department named in this
Resolution each are authorized hereby to execute, attest and affix the Department’s seal to the
Loan Agreement and the Regulatory Agreement and deliver the Loan Agreement and the
Regulatory Agreement to the Borrower and the Trustee.

Section 1.5--Acceptance of the Deed of Trust and Note. That the Deed of Trust and the
Note are hereby accepted by the Department.
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Section 1.6--Approval, Execution and Delivery of the Assignments. That the form and
substance of the Assignments are hereby approved and that the authorized representatives of the
Department named in this Resolution each are hereby authorized to execute, attest and affix the
Department’s seal to the Assignments and to deliver the Assignments to the Trustee.

Section 1.7--Approval, Execution and Delivery of the Purchase Agreement. That the
form and substance of the Purchase Agreement are hereby approved, and that the authorized
representatives of the Department named in this Resolution each are authorized hereby to
execute and deliver the Purchase Agreement to the Borrower and the Purchaser.

Section 1.8--Approval, Execution and Delivery of the Intercreditor Agreement. That the
form and substance of the Intercreditor Agreement are hereby approved, and that the authorized
representatives of the Department named in this Resolution each are authorized hereby to
execute, attest and deliver the Intercreditor Agreement to the Trustee and the Bank.

Section 1.9--Approval, Execution and Delivery of the Asset Oversight Agreement. That
the form and substance of the Asset Oversight Agreement are hereby approved, and that the
authorized representatives of the Department named in this Resolution each are authorized
hereby to execute and deliver the Asset Oversight Agreement to the Borrower.

Section 1.10--Taking of Any Action; Execution and Delivery of Other Documents. That
the authorized representatives of the Department named in this Resolution each are authorized
hereby to take any actions and to execute, attest and affix the Department’s seal to, and to deliver
to the appropriate parties, all such other agreements, commitments, assignments, bonds,
certificates, contracts, documents, instruments, releases, financing statements, letters of
instruction, notices of acceptance, written requests and other papers, whether or not mentioned
herein, as they or any of them consider to be necessary or convenient to carry out or assist in
carrying out the purposes of this Resolution.

Section 1.11--Exhibits Incorporated Herein. That all of the terms and provisions of each
of the documents listed below as an exhibit shall be and are hereby incorporated into and made a
part of this Resolution for all purposes:

Exhibit B -Indenture

Exhibit C - Loan Agreement

Exhibit D - Regulatory Agreement
Exhibit E - Assignments

Exhibit F - Purchase Agreement
Exhibit G - Intercreditor Agreement
Exhibit H - Asset Oversight Agreement

Section 1.12--Power to Revise Form of Documents. That notwithstanding any other
provision of this Resolution, the authorized representatives of the Department named in this
Resolution each are authorized hereby to make or approve such revisions in the form of the
documents attached hereto as exhibits as, in the judgment of such authorized representative or
authorized representatives, and in the opinion of Vinson & Elkins L.L.P., Bond Counsel to the
Department, may be necessary or convenient to carry out or assist in carrying out the purposes of
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this Resolution, such approval to be evidenced by the execution of such documents by the
authorized representatives of the Department named in this Resolution.

Section 1.13--Authorized Representatives. That the following persons are each hereby
named as authorized representatives of the Department for purposes of executing, attesting,
affixing the Department’s seal to, and delivering the documents and instruments and taking the
other actions referred to in this Article I: Chair and Vice Chairman of the Board, Executive
Director of the Department, Deputy Executive Director of Housing Operations of the
Department, Deputy Executive Director of Programs of the Department, Chief of Agency
Administration of the Department, Director of Financial Administration of the Department,
Director of Bond Finance of the Department, Director of Multifamily Finance Production of the
Department and the Secretary of the Board.

Section 1.14--Conditions Precedent. That the issuance of the Bonds shall be further
subject to, among other things: (a) the Project’s meeting all underwriting criteria of the
Department, to the satisfaction of the Executive Director or the Acting Executive Director; and
(b) the execution by the Borrower and the Department of contractual arrangements satisfactory
to the Department staff requiring that community service programs will be provided at the
Project.

ARTICLE Il

APPROVAL AND RATIFICATION OF CERTAIN ACTIONS

Section 2.1--Approval and Ratification of Application to Texas Bond Review Board.
That the Board hereby ratifies and approves the submission of the application for approval of
state bonds to the Texas Bond Review Board on behalf of the Department in connection with the
issuance of the Bonds in accordance with Chapter 1231, Texas Government Code.

Section 2.2--Approval of Submission to the Attorney General of Texas. That the Board
hereby authorizes, and approves the submission by the Department’s Bond Counsel to the
Attorney General of the State of Texas, for his approval, of a transcript of legal proceedings
relating to the issuance, sale and delivery of the Bonds.

Section 2.3--Certification of the Minutes and Records. That the Secretary and the
Assistant Secretary of the Board hereby are severally authorized to certify and authenticate
minutes and other records on behalf of the Department for the Bonds and all other Department
activities.

Section 2.4--Authority to Invest Proceeds. That the Department is authorized to invest
and reinvest the proceeds of the Bonds and the fees and revenues to be received in connection
with the financing of the Project in accordance with the Indenture and to enter into or direct the
Trustee to enter into any agreements relating thereto only to the extent permitted by the
Indenture.

Section 2.5--Approving Initial Rents. That the initial maximum rent charged by the
Borrower for 100% of the units of the Project shall not exceed the amounts attached as Exhibit O
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to the Loan Agreement and shall be annually redetermined by the Issuer as stated in the Loan
Agreement.

Section 2.6--Ratifying Other Actions. That all other actions taken by the Executive
Director or Acting Executive Director of the Department and the Department staff in connection
with the issuance of the Bonds and the financing of the Project are hereby ratified and confirmed.

ARTICLE Il

CERTAIN FINDINGS AND DETERMINATIONS

Section 3.1--Findings of the Board. That in accordance with Section 2306.223 of the
Act, and after the Department’s consideration of the information with respect to the Project and
the information with respect to the proposed financing of the Project by the Department,
including but not limited to the information submitted by the Borrower, independent studies
commissioned by the Department, recommendations of the Department staff and such other
information as it deems relevant, the Board hereby finds:

@) Need for Housing Development.

() that the Project is necessary to provide needed decent, safe, and sanitary
housing at rentals or prices that individuals or families of low and very low income or
families of moderate income can afford,

(i) that the Borrower will supply well-planned and well-designed housing for
individuals or families of low and very low income or families of moderate income,

(iii)  that the Borrower is financially responsible,

(iv)  that the financing of the Project is a public purpose and will provide a
public benefit, and

(v) that the Project will be undertaken within the authority granted by the Act
to the housing finance division and the Borrower.

(b) Findings with Respect to the Borrower.

() that the Borrower, by operating the Project in accordance with the
requirements of the Regulatory Agreement, will comply with applicable local building
requirements and will supply well-planned and well-designed housing for individuals or
families of low and very low income or families of moderate income,

(i) that the Borrower is financially responsible and has entered into a binding
commitment to repay the loan made with the proceeds of the Bonds in accordance with
its terms, and

(iii)  that the Borrower is not, or will not enter into a contract for the Project
with, a housing developer that: (A) is on the Department’s debarred list, including any
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parts of that list that are derived from the debarred list of the United States Department of
Housing and Urban Development; (B) breached a contract with a public agency; or (C)
misrepresented to a subcontractor the extent to which the developer has benefited from
contracts or financial assistance that has been awarded by a public agency, including the
scope of the developer’s participation in contracts with the agency and the amount of
financial assistance awarded to the developer by the Department.

(©) Public Purpose and Benefits.

() that the Borrower has agreed to operate the Project in accordance with the
Loan Agreement and the Regulatory Agreement, which require, among other things, that
the Project be occupied by individuals and families of low and very low income and
families of moderate income, and

(i) that the issuance of the Bonds to finance the Project is undertaken within
the authority conferred by the Act and will accomplish a valid public purpose and will
provide a public benefit by assisting individuals and families of low and very low income
and families of moderate income in the State of Texas to obtain decent, safe, and sanitary
housing by financing the costs of the Project, thereby helping to maintain a fully adequate
supply of sanitary and safe dwelling accommodations at rents that such individuals and
families can afford.

Section 3.2--Determination of Eligible Tenants. That the Board has determined, to the
extent permitted by law and after consideration of such evidence and factors as it deems relevant,
the findings of the staff of the Department, the laws applicable to the Department and the
provisions of the Act, that eligible tenants for the Project shall be (1) individuals and families of
low and very low income, (2) persons with special needs, and (3) families of moderate income,
with the income limits as set forth in the Loan Agreement and the Regulatory Agreement.

Section 3.3--Sufficiency of Mortgage Loan Interest Rate. That the Board hereby finds
and determines that the interest rate on the loan established pursuant to the Loan Agreement will
produce the amounts required, together with other available funds, to pay for the Department’s
costs of operation with respect to the Bonds and the Project and enable the Department to meet
its covenants with and responsibilities to the holders of the Bonds.

Section 3.4--No Gain Allowed. That, in accordance with Section 2306.498 of the Act, no
member of the Board or employee of the Department may purchase any Bond in the secondary
open market for municipal securities.

Section 3.5--Waiver of Rules. That the Board hereby waives the rules contained in
Sections 33 and 39, Title 10 of the Texas Administrative Code to the extent such rules are
inconsistent with the terms of this Resolution and the bond documents authorized hereunder.
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ARTICLE IV

GENERAL PROVISIONS

Section 4.1--Limited Obligations. That the Bonds and the interest thereon shall be
limited obligations of the Department payable solely from the trust estate created under the
Indenture, including the revenues and funds of the Department pledged under the Indenture to
secure payment of the Bonds and under no circumstances shall the Bonds be payable from any
other revenues, funds, assets or income of the Department.

Section 4.2--Non-Governmental Obligations. That the Bonds shall not be and do not
create or constitute in any way an obligation, a debt or a liability of the State of Texas or create
or constitute a pledge, giving or lending of the faith or credit or taxing power of the State of
Texas. Each Bond shall contain on its face a statement to the effect that the State of Texas is not
obligated to pay the principal thereof or interest thereon and that neither the faith or credit nor
the taxing power of the State of Texas is pledged, given or loaned to such payment.

Section 4.3--Effective Date. That this Resolution shall be in full force and effect from
and upon its adoption.

Section 4.4--Notice of Meeting. Written notice of the date, hour and place of the meeting
of the Board at which this Resolution was considered and of the subject of this Resolution was
furnished to the Secretary of State and posted on the Internet for at least seven (7) days preceding
the convening of such meeting; that during regular office hours a computer terminal located in a
place convenient to the public in the office of the Secretary of State was provided such that the
general public could view such posting; that such meeting was open to the public as required by
law at all times during which this Resolution and the subject matter hereof was discussed,
considered and formally acted upon, all as required by the Open Meetings Act, Chapter 551,
Texas Government Code, as amended; and that written notice of the date, hour and place of the
meeting of the Board and of the subject of this Resolution was published in the Texas Reqister at
least seven (7) days preceding the convening of such meeting, as required by the Administrative
Procedure and Texas Register Act, Chapters 2001 and 2002, Texas Government Code, as
amended. Additionally, all of the materials in the possession of the Department relevant to the
subject of this Resolution were sent to interested persons and organizations, posted on the
Department’s website, made available in hard-copy at the Department, and filed with the
Secretary of State for publication by reference in the Texas Register not later than seven (7) days
before the meeting of the Board as required by Section 2306.032, Texas Government Code, as
amended.

[Remainder of page intentionally left blank.]
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PASSED AND APPROVED this 11th day of December, 2003.

By:

Elizabeth Anderson, Chair

Attest:

Delores Groneck, Secretary

[SEAL]



Owner:

Project:

EXHIBIT A
DESCRIPTION OF PROJECT
Chicory Court IV, LP, a Texas limited partnership

The Project is a 248-unit multifamily facility to be known as Parkview
Townhomes and to be located at the southwest quadrant of S. Cooper Street and
W. Sublett Road in Arlington, Tarrant County, Texas. The Project will include a
total of 12 residential apartment buildings with a total of approximately 262,080
net rentable square feet and an average unit size of approximately 1,057 square
feet. The unit mix will consist of:

98 two-bedroom/two-bath units
150 three-bedroom/two-bath units
248 Total Units

Unit sizes will range from approximately 960 square feet to approximately 1,120
square feet.

Common areas will include a swimming pool, a children’s play area, and a
community building with kitchen facilities, vending area, television and
telephones.
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Development Name: Parkview Townhomes (aka Providence at Rush Creek Apartments)
TDHCA#: 03455

DEVELOPMENT AND OWNER INFORMATION

Development Location: ~ Arlington QCT: N DDA: N TTC: N
Development Owner: Chicory Court IV, LP
General Partner(s): Chicory GP 1V, Inc., 100%, Contact: Saleem Jafar
Construction Category:  New
Set-Aside Category: Tax Exempt Bond Bond Issuer: TDHCA
Development Type: Family
Annual Tax Credit Allocation Calculation
Applicant Request:  $717,257 Eligible Basis Amt: ~ $714,733 Equity/Gap Amt.:  $820,567
Annual Tax Credit Allocation Recommendation: $714,733
Total Tax Credit Allocation Over Ten Years: $ 7,147,330
PROPERTY INFORMATION
Unit and Building Information
Total Units: 248 LIHTC Units: 248 % of LIHTC Units: 100
Gross Square Footage: 267,031 Net Rentable Square Footage: 262,080
Average Square Footage/Unit: 1057
Number of Buildings: 12
Currently Occupied: N
Development Cost
Total Cost:  $23,127,832 Total Cost/Net Rentable Sq. Ft.: $88.25
Income and Expenses
Effective Gross Income:'  $2,355,176 Ttl. Expenses: $1,063,815  Net Operating Inc.:  $1,291,361
Estimated 1st Year DCR:  1.08
DEVELOPMENT TEAM
Consultant: Not utilized Manager: Provident Housing Communities, LLC
Attorney: Cherry, Howell & Landry, LLP Architect:  Galier, Tolson and French Design
Assoc.
Accountant: Novogradac & Company Engineer: Jones and Carter, Inc.
Market Analyst:  Butler Burgher Lender: Charter MAC
Contractor: Provident Realty Construction, LP Syndicator: Related Capital Company
PUBLIC COMMENT?
From Citizens: From Legislators or Local Officials:
# in Support: 0 Sen. Kim Brimer, District 10 - NC
# in Opposition: 0 Rep. Bill Zedler, District 96 - NC
Pubic Hearing: Mayor Robert Cluck - NC
# in Support: 7 Trey Yelvertson, Director of Neighborhood Services, City of Arlington; The City of
# in Opposition: 0 Arlington's Consolidated Plan identified a need for affordable housing for low
# Neutral: 3 income households as a priority need.

1. Gross Income less Vacancy
2. NC - No comment received, O - Opposition, S - Support
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LOW INCOME HOUSING TAX CREDIT PROGRAM - 2003 DEVELOPMENT PROFILE AND BOARD SUMMARY

| CONDITION(S) TO COMMITMENT

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

2. Receipt, review, and acceptance of final approval for change of zoning to allow at least 16 multifamily
units per acre submitted with the TDHCA commitment fee.

3. Receipt, review, and acceptance of documentation indicating an agreement to extend the closing date
through the bond closing submitted with the TDHCA commitment fee.

4. Receipt, review, and acceptance of a breakdown of the cost to remove the existing concrete slabs and an
explanation of where this cost is included in the development budget by closing of the bonds.

5. TDHCA Board acceptance of the projected redemption or resizing of taxable bonds to not more than
$1,400,000.

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

DEVELOPMENT’S SELECTION BY PROGRAM MANAGER & DIVISION DIRECTOR IS BASED ON:

[ ]Score [ ] Utilization of Set-Aside [ ] Geographic Distrib. [X]Tax Exempt Bond. [ | Housing Type

Other Comments including discretionary factors (if applicable).

Robert Onion, Multifamily Finance Manager Date Brooke Boston, Director of Multifamily Finance Production Date

DEVELOPMENT’S SELECTION BY EXECUTIVE AWARD AND REVIEW ADVISORY COMMITTEE IS BASED
ON:

[ 1Score [ ] Utilization of Set-Aside [ ]| Geographic Distrib. [X] Tax Exempt Bond [ ] Housing Type

Other Comments including discretionary factors (if applicable).

Edwina P. Carrington, Executive Director Date
Chairman of Executive Award and Review Advisory Committee

[_] TDHCA Board of Director’s Approval and description of discretionary factors (if applicable).

Chairperson Signature:

Elizabeth Anderson, Board Chair Date
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Parkview Townhomes Apartments

Estimated Sources & Uses of Funds |

|Sources of Funds |

Bond Proceeds, Series 2003A Bonds (Tax-Exempt) $ 15,000,000
Bond Proceeds, Series 2003B Taxable $ 1,600,000
LIHTC Equity 5,971,000
Interest Income 86,794
Deferred Developer's Fee 1,602,866
Total Sources $ 24,260,660
|Uses of Funds |
Deposit to Mortgage Loan Fund (Construction funds) $ 18,738,407
Capitalized Interest (Constr. Interest) 1,402,500
Taxable Tail Interest 192,667
Developer's Overhead & Fee 2,717,574
Costs of Issuance
Direct Bond Related 227,670
Bond Purchaser Costs 213,500
Other Transaction Costs 438,342
Real Estate Closing Costs 330,000
Total Uses ~$ 24,260,660
Estimated Costs of Issuance of the Bonds |
IDirect Bond Related |
TDHCA Issuance Fee (.50% of Issuance) $ 83,000
TDHCA Application Fee 11,000
TDHCA Bond Compliance Fee ($25 per unit) 9,920
TDHCA Bond Counsel and Direct Expenses (Note 1) 70,000
TDHCA Financial Advisor and Direct Expenses 30,000
Disclosure Counsel ($5k Pub. Offered, $2.5k Priv. Placed. See Note 1) 2,500
Trustee's Fees (Note 1) 7,000
Trustee's Counsel (Note 1) 5,000
Attorney General Transcript Fee ($1,250 per series, max. of 2 series) 2,500
Texas Bond Review Board Application Fee 500
Texas Bond Review Board Issuance Fee (.025% of Reservation) 3,750
TEFRA Hearing Publication Expenses 2,500
Total Direct Bond Related $ 227,670
|Bond Purchase Costs |
Loan Origination Fee (Charter Mac @1%) 166,000
Due Diligence Cost (Charter Mac) 12,500
Bond Counsel & Expenses (Charter Mac) 35,000
Total $ 213,500
|Other Transaction Costs |
Letter of Credit Origination Fee 150,000
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Parkview Townhomes Apartments

Letter of Credit Annual Fee (2 years) 235,382
Tax Credit Determination Fee (4% annual tax cr.) 48,000
Tax Credit Applicantion Fee ($20/u) 4,960

Total $ 438,342

|Real Estate Closing Costs |

Title & Recording (Const.& Perm.) 115,000
Property Taxes 50,000
Borrower's Bond Counsel 165,000
Total Real Estate Costs $ 330,000
Estimated Total Costs of Issuance $ 1,209,512

Costs of issuance of up to two percent (2%) of the principal amount of the Bonds may be paid
from Tax-Exempt Bond proceeds. Costs of issuance in excess of such two percent must be paid
by an equity contribution of the Borrower or from Taxable Bond proceeds.

Note 1: These estimates do not include direct, out-of-pocket expenses (i.e. travel). Actual Bond
Counsel and Disclosure Counsel are based on an hourly rate and the above estimate does not
include on-going administrative fees.
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TEXAS DEPARTMENT of HOUSING and COMMUNITY AFFAIRS
MULTIFAMILY UNDERWRITING ANALYSIS

4% HTC 03455
DATE: December 1, 2003 PROGRAM: FILE NUMBER:
MRB 2003-
DEVELOPMENT NAME
Providence at Rush Creek aka Parkview Townhomes
APPLICANT
Name: Chicory Court IV, LP Type: For Profit
Address: 5400 LBJ Freeway, Suite 975 City: Dallas State: TX
Zip: 75240  Contact:  Saleem Jafar/Bill Fisher Phone: (972) 239-8500  Fax: (972) 239-8373
PRINCIPALS of the APPLICANT/ KEY PARTICIPANTS
Name: Chicory Court GP-1V, Inc. (%): 0.01 Title: Managing General Partner
Name: Leon J Backes (%): N/A Title: 100% owner of MGP
Name: Sphinx Development, Inc. (%): N/A Title: ~ Co-Developer
Name: Provident Realty Advisors, Inc. (%): N/A Title: Co-Developer
PROPERTY LOCATION
Location: 1201 Mineral Springs Road 1 «Qctr [] bppa
City: Arlington County: Tarrant Zip: 76001
REQUEST
Amount Interest Rate Amortization Term

1) $717,257 N/A N/A N/A

2) $15,000,000 6.6% 40 40

3) $900,000 8.5% 40 16

1) Annual ten-year allocation of low-income housing tax credits
Other Requested Terms:  2) Tax-exempt mortgage revenue bonds
3) Taxable mortgage revenue bonds (paid with priority)
Proposed Use of Funds: New Construction Property Type: Multifamily
RECOMMENDATION |

RECOMMEND APPROVAL OF A LIHTC ALLOCATION NOT TO EXCEED $714,733

i ANNUALLY FOR TEN YEARS, SUBJECT TO CONDITIONS.
RECOMMEND APPROVAL OF A MORTGAGE REVENUE BOND ALLOCATION NOT TO
X EXCEED $16,600,000, COMPRISED OF §15,000,000 IN TAX-EXEMPT BONDS AT AN

8.5%, WITH A TERM OF 40 YEARS.

INTEREST RATE OF 6.6% AND $1,600,000 IN TAXABLE BONDS AT AN INTEREST RATE OF

CONDITIONS

1. Reeceipt, review, and acceptance of final approval for change of zoning to allow at least 16 multifamily

units per acre submitted with the TDHCA commitment fee.

2. Receipt, review and acceptance of documentation indicating an agreement to extend the closing date
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through the bond closing submitted with the TDHCA commitment fee.

3. Receipt, review and acceptance of a breakdown of the cost to remove the existing concrete slabs and
an explanation of where this cost is included in the development budget by carryover.

4.  TDHCA Board acceptance of the projected redemption or resizing of taxable bonds to not more than
$1,400,000.

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

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

REVIEW of PREVIOUS UNDERWRITING REPORTS

No previous reports.

DEVELOPMENT SPECIFICATIONS

IMPROVEMENTS

Total # Rental # Common # of
Units: = Buildings ~—~ AreaBldngs ~  Floors

Net Rentable SF: 262,080 Av Un SF: 1,057 Common Area SF: 4,951  Gross Bldg SF: 267,031

Age: N/A yrs  Vacant: N/A at / /

STRUCTURAL MATERIALS

Wood frame on a post-tensioned concrete slab, 10% stone veneer/30% cement composition siding/60%
stucco exterior wall covering, drywall interior wall surfaces, composite shingle roofing

APPLIANCES AND INTERIOR FEATURES

Carpeting & vinyl flooring, range & oven, hood & fan, garbage disposal, dishwasher, refrigerator, fiberglass
tub/shower, washer & dryer connections, cable, high speed internet connection, ceiling fans, laminated
counter tops, 9’ ceilings

ON-SITE AMENITIES

4,951-SF community building with activity room, management offices, fitness & laundry facilities, kitchen,
restrooms, business center, children’s center and classroom, central mailroom, and swimming pool are
located at the main entrance to the property. In addition a fitness area, fully-equipped playground, second
entrance and perimeter fencing with limited access gates are planned for the site.

Uncovered Parking: 447 spaces  Carports: 0 spaces  Garages: 0 spaces

PROPOSAL and DEVELOPMENT PLAN DESCRIPTION

Description: Providence at Rush Creek was formerly known as Parkview Townhomes. The new
construction development is relatively dense with 15 units per acre. All of the units will be restricted under
the Housing Tax Credit program and housed in 12 residential buildings as follows:

e Ten Building Type A with 8 two-bedroom/ two-bath units and 12 three- bedroom/ two-bath units; and
e Two Building Type B with 9 two-bedroom/ two-bath units and 15 three- bedroom/ two-bath units.

Architectural Review: The units appear to be functional and the exterior of the buildings are comparable to
new construction market rate developments.

Supportive Services: The Applicant provided a sample social service agreement which details the programs
offered by New Horizons Ranch and Center, Inc. Because of the Development’s participation in the
mortgage revenue bond program, supportive services must be made available to tenants.

Schedule: The Applicant anticipates construction to begin in January of 2004 and to be completed in
January of 2005. The development should be placed in service in March of 2005 and substantially leased-up
in June of 2005.

SITE ISSUES
SITE DESCRIPTION
Size: 16.2 acres 740,520 square feet ~Zoning/ Permitted Uses: ~ MF-14/16 units per acre
Flood Zone Designation: Zone X Status of Off-Sites: Partially Improved
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SITE and NEIGHBORHOOD CHARACTERISTICS

Location: The site is located in South Arlington, south of IH 20. Arlington is located between Dallas and
Fort Worth in the southern section of the metroplex.

Adjacent Land Uses:
e North: West Sublett Road, retail, single family residential

e South: Mineral Springs Road, vacant land
e East: Mineral Springs Business Park, vacant land
e  West: Retail, vacant land, Cooper Street

Site Access: The subject can be accessed from both Mineral Springs Road and Sublett Road. The main
entrance will be located on Sublett Road. Highways and thoroughfares which connect the neighborhood to
the Dallas/Fort Worth area are easily accessible.

Public Transportation: “Private vehicular transportation is the most common form utilized throughout the
neighborhood. Public transportation is not provided in the City of Arlington. (p. 66, market study).”

Shopping & Services: Shopping, schools, public services, groceries and medical services are available
locally in Arlington.

Special Adverse Site Characteristics:

e Zoning: The Applicant is in the process of applying for rezoning of the subject property to allow for
multifamily construction with a density of 16 units per acre. The Applicant provided a letter from the
city which indicates that as of November 18, 2003, the City Council of the City of Arlington approved
the zoning/development plan request on Final Reading. It also indicates approved zoning will become
effective on December 1, 2003 after a second publication. Receipt of final approval submitted with the
TDHCA commitment fee is a condition of this report.

e Site Control: The site control document submitted indicates a contract closing date of November 30,
2003. Documentation indicating an agreement to extend the closing date through the bond closing was
not provided and receipt of such is a condition of this report.

Site Inspection Findings: TDHCA staff performed a site inspection on October 29, 2003 and found the
location to be acceptable.

HIGHLIGHTS of SOILS & HAZARDOUS MATERIALS REPORT(S)

A Phase I Environmental Site Assessment report dated October 9, 2003 was prepared by Butler Burgher
Environmental (BBE) and contained the following findings and recommendations:

Findings: “Five slab foundations were observed [on the subject]; two of the foundation areas appear to be
loading docks; two of the foundation areas appear to be shower/washing facilities; and one area appears to be
an office area;...BBE observed abandoned airline cargo containers, and abandoned truck and trailer, as well
as other metal equipment on the northeast adjacent property; and, the historical review revealed that a former
mobile home manufacturing and assembly facility was located at the subject property.”

Recommendations: “Based on the above findings and conclusions, BBE conducted soil and groundwater
sampling during this Phase I ESA...BBE makes no further recommendations pertaining to soil/groundwater
sampling based on the best available data at the time of this Phase I ESA production.

In the professional opinion of BBE, an appropriate level of inquiry has been made into the previous
ownership and uses of the property consistent with good commercial and customary practice in an effort to
minimize liability, and no further evidence or indication of recognized environmental conditions has been
revealed...”

POPULATIONS TARGETED

Income Set-Aside: The Applicant has elected the 40% at 60% or less of area median gross income (AMGI)
set-aside. As a Priority 2 private activity bond lottery project 100% of the units must have rents restricted to
be affordable to households at or below 60% of AMGI. All of the units (100%) will be reserved for low-
income tenants and rents will be affordable at 50% or less of AMGI.
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MAXIMUM ELIGIBLE INCOMES

1 Person 2 Persons 3 Persons 4 Persons 5 Persons 6 Persons

60% of AMI $25,740 $29,400 $33,120 $36,780 $39,720 $42,660

MARKET HIGHLIGHTS

A market feasibility study dated October 15, 2003 was prepared by Butler Burgher and highlighted the
following findings:

Definition of Primary Market Area: “...defined as East Loop 820 South and US 287 Business to the west,
SH 303 to the north, SH 360 to the east, and US 287 and Cannon Road to the south... (p. 7).” The area
encompasses 94 square miles which is equivalent to a 5.5-mile radius.

Population: The estimated 2003 population of the primary market area is 230,899 and is expected to
increase to approximately 261,454 by 2008. Within the primary market area there were estimated to be
79,767 households in 2003.

Total Primary Market Demand for Rental Units:

ANNUAL INCOME-ELIGIBLE SUBMARKET DEMAND SUMMARY
Market Analyst Underwriter
Type of Demand Units of % of Total Units of % of Total
Demand Demand Demand Demand
Household Growth 125 4% 125 3%
Resident Turnover 3,411 96% 3,497 97%
TOTAL ANNUAL DEMAND 3,536 100% 3,621 100%
Ref: p. 75

Inclusive Capture Rate: The Market Analyst calculated an inclusive capture rate of 19.91% which includes
the subject 248 units, Cedar Point (176 units), and Arlington Villas aka Hampton Villas (280 units) (p. 75).
The Underwriter calculated an inclusive capture rate of 19% based upon a slightly larger demand figure.

Market Rent Comparables: The Market Analyst surveyed six comparable apartment projects totaling
1,674 units (p. 79).

RENT ANALYSIS (net tenant-paid rents)
Unit Type (Y0 AMI) Proposed Program Max Differential Market Differential
2-Bedroom (60%) $750 $771 -$21 $880 -$130
3-Bedroom (60%) $862 $886 -$24 $1,055 -$193

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

Primary Market Occupancy Rates: “Occupancy levels are fairly consistent across all age groups in this
submarket (average 90.7%). The 1990s product has a lower occupancy rate of 90.9%, however, the two
newest properties, Falcon Lakes and Spyglass, have occupancy rates of 97% and 95%, respectively (p. 70).”
The occupancy rate is shown as 89.9% for two-bedroom units and 89.7% for three-bedroom units (p. 78).

Absorption Projections: “An absorption rate of 15 units/month, after completion, is reasonable for the
subject, as encumbered by LIHTC, resulting in just over a 16-month absorption period to obtain stabilized
physical occupancy (p. 77).”

Known Planned Development: “...only one multifamily community is under construction, Rock Ridge
Ranch (in Arlington on Bardin Road), while two market properties were recently completed in the
PMA...Another community has recently been approved with a site plan for 268 units... (p. 55).”

The Underwriter found the market study provided sufficient information for purposes of underwriting.
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OPERATING PROFORMA ANALYSIS

Income: The Applicant’s rent projections are lower than the maximum net rents allowed under HTC
guidelines due to a difference in utility allowance. In each case, the Applicant’s utility allowance figure is
$10 higher than the Underwriter’s estimate. This $10 difference cannot be attributed to a specific utility. It
may be the Applicant is trending upward for possible increases in utility cost. It should be noted the
Applicant also plans to pay for all natural gas expenses including the cost to heat water. Estimates of
secondary income and vacancy and collection losses are in line with TDHCA underwriting guidelines.

Expenses: The Applicant’s per unit expense projection of $3,802 is significantly lower than the
Underwriter’s estimate of $4,290. This difference is due in large part to the Applicant’s lower line-item
expense figures, including the following: general and administrative ($27K lower); payroll ($55K lower);
and repairs and maintenance ($36K lower).

Conclusion: Because the Applicant’s total annual operating expense is more than 5% lower than the
Underwriter’s estimate, the Underwriter’s proforma is used to determine the Development’s debt service
capacity. The Underwriter’s net operating income estimate indicates the Development can reach an initial
debt coverage ratio of 1.10, the Department’s minimum guideline, if the annual debt service is limited to
$1,173,646. The effect of the debt service limit on the recommended bond amount will be discussed in more
detail in the conclusion to the Financing Structure Analysis section.

ACQUISITION VALUATION INFORMATION

ASSESSED VALUE
Land: 16.18 acres $1,057,283 Assessment for the Year of: 2003
Building: $0 Valuation by: Tarrant County Appraisal District
Total Assessed Value: $1,057,283 Tax Rate: $2.977277

EVIDENCE of SITE or PROPERTY CONTROL

Type of Site Control: Commercial Contract of Sale

Contract Expiration Date: 11/ 30/ 2003 Anticipated Closing Date: 12/ 15/ 2003
Acquisition Cost: $1,550,460 Other Terms/Conditions:

Seller:  Lucky Pup Enterprises, LLC Related to Development Team Member:  No

CONSTRUCTION COST ESTIMATE EVALUATION

Acquisition Value: The site cost of $6,251 per proposed unit or $95K per acre is assumed to be reasonable
since the acquisition is an arm’s-length transaction.

Site Work Cost: Although several concrete slabs currently exist on the site, the Applicant did not include a
specific line item for demolition cost in the Development budget. Receipt, review and acceptance of a
breakdown of the cost to remove the concrete slabs and an explanation of where this cost is included in the
development budget is a condition of this report.

Direct Construction Cost: The Applicant’s direct construction cost estimate is within 5% of the
Underwriter’s Marshall & Swift Residential Cost Handbook-derived estimate, and is therefore regarded as
reasonable as submitted. The Applicant’s hard cost contingency assumption exceeds the Department’s
guideline of 5% of direct construction and site work costs.

Fees: The Applicant’s general requirements, contractor’s general and administrative fees, and contractor’s
profit exceed the 6%, 2%, and 6% maximums allowed by HTC guidelines based on their own construction
costs. Consequently the Applicant’s eligible fees in these areas have been reduced with the overage of
$26,039 effectively moved to ineligible costs. The Applicant’s developer fees also exceed 15% of the
Applicant’s adjusted eligible basis and therefore the eligible potion of the Applicant’s developer fee must be
reduced by $23,987.
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Conclusion: Overall, the Applicant’s total Development cost budget is within 5% of the Underwriter’s
estimate. Therefore, the Applicant’s figure will be used to determine the Development’s need for permanent
funding. The Applicant’s eligible basis calculation, as adjusted by the Underwriter based on current
guidelines, indicates the Development qualifies for $714,733 annually in tax credits over a ten year period.
This figure will be compared to the Applicant’s request and the tax credits resulting from the gap in need for
permanent funds with the lower of the three values used to size the recommended tax credit allocation.

FINANCING STRUCTURE

BOND FINANCING

Source:  Charter Municipal Mortgage Acceptance Company Contact: ~ Marnie Miller
Tax-Exempt Amount:  $15,000,000 Interest Rate: 6.6%, fixed
Taxable Amount: Up to $1,600,000 Interest Rate: 8.5%, fixed

Additional Information:  Letter of Credit during 24-month construction period, Leon J Backes as guarantor

Amortization: 40 yrIs Term: 40 yrIs Commitment: [X] LOI [] Firm [] Conditional

Annual Payment: $1,207,426 Lien Priority:  1st Commitment Date 08/ 06/ 2003

LIHTC SYNDICATION

Source: Related Capital Company Contact: Justin Ginsberg

Address: 625 Madison Avenue City: New York

State: NY Zip: 10022 Phone: (212) 421-5333 Fax: (212) 751-3550
Net Proceeds: $5,551,000 Net Syndication Rate (per $1.00 of 10-yr LIHTC) 82¢

Commitment [] Lol [] Firm X Conditional Date: 08/ 07/ 2003

Additional Information:

APPLICANT EQUITY

Amount:  $1,191,667 Source: Deferred Developer Fee

Amount:  $155,245 Source: GIC Income

FINANCING STRUCTURE ANALYSIS

Permanent Financing: The submitted sources and uses lists taxable bond financing in the amount of
$900,000 and tax-exempt bonds of $15,000,000. The Charter Mac letter of interest indicates they are willing
to provide financing based on taxable bonds of up to $1,600,000 and tax exempt bonds of $15,000,000. This
underwriting analysis assumes the terms indicated in the Charter Mac letter accurately reflects the amount of
permanent financing available to the development, or a total of $16,600,000. It is also assumed that the
portion of the permanent mortgage funded with the higher rate taxable bonds will have priority repayment.

LIHTC Syndication: The syndication proceeds listed in the submitted sources and uses is higher than that
indicated in the letter from Related Capital. However, the letter clearly lists the terms for purchase of tax
credits, including an adjuster equal to the initial purchase rate of $0.82 for delivery of more or less tax credits
than anticipated. Therefore, a discrepancy in the amount of tax credits awarded and the amount anticipated
by Related Capital does not negatively impact this underwriting analysis.

Deferred Developer’s Fees: Based on bond financing of only $15,900,000, the Developer planned to defer
53% of its fees to fill the gap in permanent financing. The deferred fees include $155,245 income from a
Guaranteed Investment Contract (GIC).

Financing Conclusions: As stated above, the Underwriter’s proforma is used to determine the
Development’s debt service capacity. Based on the current terms proposed for permanent financing and an
annual debt service limited to $1,173,646, it appears that the Development can support $15,000,000 in tax-
exempt bonds, but only $1,400,000 in taxable bonds, or a total of $16,400,0000. TDHCA acceptance of
such a likely resizing or mandatory redemption is a condition of this report. The final anticipated bond
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amount still exceeds the Applicant’s initial request by $500,000.

The tax credit allocation supported by the Development’s current eligible basis estimate is less than both the
Applicant’s request for tax credits and the gap in need. Therefore, an annual tax credit allocation of
$714,733 over ten years is recommended. The remaining gap in permanent financing may be filled by
deferred fees of $867,608, or 34% of available developer fees. Deferred fees in this amount appear to be
repayable from Development cashflow within six years of stabilized operation.

DEVELOPMENT TEAM

IDENTITIES of INTEREST

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

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

Financial Highlights:

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

e Provident Realty Advisors, the Co-Developer, submitted an unaudited financial statement as of
December 31, 2002 reporting total assets of $419,957 and consisting of $156,123 in cash, $35,522 in
receivables, $28,411 in fixed assets, and $199,900 in other assets. Liabilities totaled $104,363, resulting
in a net worth of $419,957.

e Leon J Backes, owner of Provident Realty Advisors and guarantor of financing for the Development,
also provided a personal financial statement.

Background & Experience:

e The Applicant is a new entity formed for the purpose of developing the project.

e Provident Realty Advisors has completed two (2) HTC, affordable housing developments totaling 544
units since 2002, and has developed and built other conventional housing developments.

SUMMARY OF SALIENT RISKS AND ISSUES

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

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

Underwriter: Date: December 1, 2003
Stephen Apple

Underwriter: Date: December 1, 2003
Lisa Vecchietti

Director of Real Estate Analysis: Date: December 1, 2003
Tom Gouris
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Providence at Rush Creek, Arlington, HTC #03455

“TYpe of Unit Number 1. Bearooms . No. of Batns Bize N o Bross Rent Lmt. Net Rent per unit Rent per Month Rent per or Otlities Wir, SWr, T7sh ]
TC 60% 98 2 2 960 $828 $771 $75,558 $0.80 $68.00 $41.00
TC 60% 150 3 2 1,120 956 $886 132,900 0.79 84.00 50.00
TOTAL: 248 AVERAGE: 1,057 $905 $841 $208,458 $0.80 $77.68 $46.44

INCOME Total Net Rentable Sq Ft: 262,080 TDHCA APPLICANT USS Region 3
POTENTIAL GROSS RENT $2,501,496 $2,433,600 IREM Region Fort Worth
Secondary Income Per Unit Per Month: $15.00 44,640 44,640 $15.00 Per Unit Per Month
Other Support Income: (describe) 0 0
POTENTIAL GROSS INCOME $2,546,136 $2,478,240
Vacancy & Collection Loss % of Potential Gross Income: -7.50% (190,960) (185,868) -7.50% of Potential Gross Rent
Employee or Other Non-Rental Units or Concessions (0] 0]
EFFECTIVE GROSS INCOME $2,355,176 $2,292,372
EXPENSES % OF EGI PER UNIT PER SQ FT PER SQ FT PER UNIT % OF EGI

General & Administrative 3.08% $292 0.28 $72,489 $45,500 $0.17 $183 1.98%

Management 4.00% 380 0.36 94,207 $92,245 0.35 372 4.02%

Payroll & Payroll Tax 10.09% 958 0.91 237,691 $182,900 0.70 738 7.98%

Repairs & Maintenance 6.17% 586 0.55 145,406 $109,748 0.42 443 4.79%

Utilities 3.71% 352 0.33 87,359 $84,568 0.32 341 3.69%

Water, Sewer, & Trash 3.88% 368 0.35 91,264 $94,240 0.36 380 4.11%

Property Insurance 2.11% 201 0.19 49,795 $52,416 0.20 211 2.29%

Property Tax 2.977277 7.55% 717 0.68 177,833 $173,600 0.66 700 7.57%

Reserve for Replacements 2.11% 200 0.19 49,600 $49,600 0.19 200 2.16%

Other Expenses: 2.47% 235 0.22 58,170 $58,170 0.22 235 2.54%

TOTAL EXPENSES 45.17% $4,290 $4.06 $1,063,815 $942,987 $3.60 $3,802 41.14%
NET OPERATING INC 54.83% $5,207 $4.93 $1,291,361 | $1,349,385 $5.15 $5,441 58.86%
DEBT SERVICE
First Lien Mortgage 50.54% $4,799 $4.54 $1,190,198 $1,145,846 $4.37 $4,620 49.99%
Trustee Fee 0.15% $14 $0.01 $3,500 $0.00 $0 0.00%
TDHCA Admin. Fees 0.70% $67 $0.06 16,600 $0.00 $0 0.00%
Asset Oversight Fees 0.16% $15 $0.01 3,720 $0.00 $0 0.00%
NET CASH FLOW 3.43% $326 $0.31 $80,843 $203,539 $0.78 $821 8.88%
INITIAL AGGREGATE DEBT COVERAGE RATIO 1.07 1.18
INITIAL BONDS & TRUSTEE FEE-ONLY DEBT COVERAGE RATIO 1.07
RECOMMENDED BONDS-ONLY DEBT COVERAGE RATIO 1.10
CONSTRUCTION COST
DESCriQtiOn Factor % of TOTAL PER UNIT PER SQ FT TDHCA APPLICANT PER SQ FT PER UNIT % of TOTAL
Acquisition Cost (site or bldg) 6.69% $6,250 $5.91 $1,550,000 | $1,550,000 $5.91 $6,250 6.70%
Off-Sites 0.00% 0 0.00 0 0 0.00 0 0.00%
Sitework 7.22% 6,750 6.39 1,674,001 1,674,001 6.39 6,750 7.24%
Direct Construction 44.82% 41,879 39.63 10,386,012 10,597,139 40.43 42,730 45.82%
Contingency 5.00% 2.60% 2,431 2.30 603,001 747,428 2.85 3,014 3.23%
General Req'ts 6.00% 3.12% 2,918 2.76 723,601 747,428 2.85 3,014 3.23%
Contractor's G & A 2.00% 1.04% 973 0.92 241,200 249,143 0.95 1,005 1.08%
Contractor's Profit 6.00% 3.12% 2,918 2.76 723,601 747,428 2.85 3,014 3.23%
Indirect Construction 6.58% 6,147 5.82 1,524,500 1,524,500 5.82 6,147 6.59%
Ineligible Costs 5.93% 5,538 5.24 1,373,405 1,373,405 524 5,538 5.94%
Developer's G & A 2.71% 2.01% 1,877 1.78 465,399 527,072 2.01 2,125 2.28%
Developer's Profit 12.29% 9.10% 8,501 8.04 2,108,288 2,108,288 8.04 8,501 9.12%
Interim Financing 5.53% 5,169 4.89 1,282,000 1,282,000 4.89 5,169 5.54%
Reserves 2.24% 2,089 1.98 518,089 0 0.00 0 0.00%
TOTAL COST 100.00% $93,440 $88.42 $23,173,097 | $23,127,832 $88.25 $93,257 100.00%
Recap-Hard Construction Costs 61.93% $57,869 $54.76 $14,351,416 $14,762,567 $56.33 $59,526 63.83%
SOURCES OF FUNDS RECOMMENDED
Tax-Exempt Bonds 71.63% $66,935 $63.34 $16,600,000 | $15,900,000 $16,400,000 Developer Fee Available
Additional Financing 0.00% $0 $0.00 0 0 0 $2,573,687
HTC Syndication Proceeds 25.38% $23,713 $22.44 5,880,921 5,880,921 5,860,224 % of Dev. Fee Deferred
Deferred Developer Fees 5.81% $5,431 $5.14 1,346,912 1,346,912 867,608 34%
Additional (Excess) Funds Required -2.83% ($2,640) ($2.50) (654,736) 1) (] 15-Yr Cumulative Cash Flow
TOTAL SOURCES $23,173,097 | $23,127,832 $23,127,832 $4,533,032
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MULTIFAMILY COMPARATIVE ANALYSIS (continued)

DIRECT CONSTRUCTION COST ESTIMATE

Providence at Rush Creek, Arlington, HTC #03455

Residential Cost Handbook

PAYMENT COMPUTATION

Average Quality Multiple Residence Basis Primary $16,600,000 | Term T 280
CATEGORY | FACTOR | UNITS/SQFT PER SF | AMOUNT | Int Rate || 6.67% | DCR || 1.08
Base Cost | | $41.28'| $10,817,788
Adjustments Secondary Term
Exterior Wall Finish T.10% $0.45 $118,000 | it Rate Subtotal DCR To7
Elderly 0.00 0]
Roofing 0.00 0 All-In Term
Subfloor (0.67) (176,467) Rate Aggregate DCR 1.07
Floor Cover 1.92 503,194
Porches/Balconies $22.09 50142 4.23 1,107,503 RECOMMENDED FINANCING STRUCTURE:
Plumbing $615 744 1.75 457,560
Built-In Appliances $1,625 248 1.54 403,000 Primary Debt Service $1,173,646
Stairs/Fireplaces $1,625 96 0.60 156,000 Trustee Fee 3,500
Floor Insulation 0.00 0 TDHCA Admin. Fees Asset Oversig| 20,120
Heating/Cooling 1.47 385,258 NET CASH FLOW 394,095
Garages/Carports 0 0.00 0]
Comm &/or Aux Bldgs $56.25 4,951 1.06 278,509 Primary $16,400,000 Term 480
Other: 0.00 0 Int Rate 6.65% DCR 1.10
SUBTOTAL 53.61 14,051,339
Current Cost Multiplier 1.03 1.61 421,540 Secondary Term
Local Multiplier 0.88 (6.43) (1,686,161) Int Rate Subtotal DCR 1.10
TOTAL DIRECT CONSTRUCTION COSTS $48.70 | $12,786,718 |
Plans, specs, survy, bld prn] ~ 3.90% ($1.90) ($498,682) All-In Term
Interim Construction Intered  3.38% (1.65) (431,552) Rate Aggregate DCR 1.08
Contractor's OH & Profit 11.50% (5.61) (1,470,473)
[NET DIRECT CONSTRUCTION COSTS $30.63 | $10,386,017 |
OPERATING INCOME & EXPENSE PROFORMA: RECOMMENDED FINANCING STRUCTURE
INCOME  at 3.00% YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 30
POTENTIAL GROSS RENT $2,501,496 $2,576,541  $2,653,837 $2,733,452 $2,815,456 $3,263,885 $3,783,737 $4,386,388  $5,894,939
Secondary Income 44,640 45,979 47,359 48,779 50,243 58,245 67,522 78,277 105,197
Other Support Income: (describ o] ] [o] 0 0 o] 0 0 o]
POTENTIAL GROSS INCOME 2,546,136 2,622,520 2,701,196 2,782,232 2,865,698 3,322,130 3,851,259 4,464,665 6,000,136
Vacancy & Collection Loss (190,960)  (196,689) (202,590) (208,667) (214,927) (249,160) (288,844) (334,850) (450,010)
Employee or Other Non-Rental o] 0 [0] 0 [0] (0] 0 0 0
EFFECTIVE GROSS INCOME $2,355,176 $2,425,831 $2,498,606 $2,573,564 $2,650,771 $3,072,970 $3,562,415 $4,129,815  $5,550,126
EXPENSES at 4.00%
General & Administrative $72,489 $75,389 $78,405 $81,541 $84,802 $103,175 $125,528 $152,724 $226,069
Management 94,207 97,033 99,944 102,943 106,031 122,919 142,497 165,193 222,005
Payroll & Payroll Tax 237,691 247,199 257,087 267,370 278,065 338,309 411,604 500,779 741,276
Repairs & Maintenance 145,406 151,222 157,271 163,562 170,104 206,958 251,795 306,348 453,469
Utilities 87,359 90,854 94,488 98,267 102,198 124,339 151,278 184,053 272,443
Water, Sewer & Trash 91,264 94,915 98,711 102,660 106,766 129,897 158,040 192,279 284,621
Insurance 49,795 51,787 53,858 56,013 58,253 70,874 86,229 104,911 155,294
Property Tax 177,833 184,947 192,344 200,038 208,040 253,112 307,950 374,668 554,600
Reserve for Replacements 49,600 51,584 53,647 55,793 58,025 70,596 85,891 104,500 154,685
Other 58,170 60,497 62,917 65,433 68,051 82,794 100,732 122,555 181,412
TOTAL EXPENSES $1,063,815 $1,105,425 $1,148,672 $1,193,620 $1,240,335 $1,502,973 $1,821,544 $2,208,010  $3,245,874
NET OPERATING INCOME $1,291,361 $1,320,406 $1,349,934 $1,379,945 $1,410,436 $1,569,997 $1,740,871 $1,921,805  $2,304,252
DEBT SERVICE
First Lien Mortgage $1,173,646 $1,173,646 $1,173,646 $1,173,646 $1,173,646 $1,173,646 $1,173,646 $1,173,646  $1,173,646
Trustee Fee 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500
TDHCA Admin. Fees Asset Over 20,120 20,035 19,944 19,847 19,743 19,106 18,218 3,720 3,720
NET CASH FLOW $94,095 $123,225 $152,844 $182,952 $213,548 $373,746 $545,507 $740,939 $1,123,386
AGGREGATE DCR 1.08 1.10 1.13 1.15 1.18 1.31 1.46 1.63 1.95

BondTCSheet Version Date 5/1/03
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LIHTC Allocation Calculation - Providence at Rush Creek, Arlington, HTC #03455

APPLICANT'S TDHCA APPLICANT'S TDHCA
TOTAL TOTAL REHAB/NEW REHAB/NEW
CATEGORY AMOUNTS AMOUNTS ELIGIBLE BASIS ELIGIBLE BASIS
(1) Acquisition Cost
Purchase of land |  $1,550,000 | $1,550,000 l |
Purchase of buildings
(2) Rehabilitation/New Construction Cost
On-site work $1,674,001 $1,674,001 | $1,674,001 | $1,674,001
Off-site improvements i |
(3) Construction Hard Costs
New structures/rehabilitation hard costs | $10,597,139 | $10,386,012 | $10,597,139 | $10,386,012
(4) Contractor Fees & General Requirements
Contractor overhead $249,143 $241,200 $245,423 $241,200
Contractor profit $747,428 $723,601 $736,268 $723,601
General requirements $747,428 $723,601 $736,268 $723,601
(5) Contingencies $747,428 $603,001 $613,557 $603,001
(6) Eligible Indirect Fees $1,524,500 $1,524,500 $1,524,500 $1,524,500
(7) Eligible Financing Fees $1,282,000 $1,282,000 $1,282,000 $1,282,000
(8) All Ineligible Costs $1,373,405 $1,373,405
(9) Developer Fees $2,611,373
Developer overhead $527,072 $465,399 $465,399
Developer fee $2,108,288 $2,108,288 $2,108,288
(10) Development Reserves $518,089
TOTAL DEVELOPMENT COSTS $23,127,852 $23,173,097 s s s ,
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 $20,020,530 $19,731,603
High Cost Area Adjustment 100% 100%
TOTAL ADJUSTED BASIS $20,020,530 $19,731,603
Applicable Fraction 100% 100%
TOTAL QUALIFIED BASIS $20,020,530 $19,731,603
Applicable Percentage 3.5/% 3.5/%
TOTAL AMOUNT OF TAX CREDITS $714,733 $704,418
Syndication Proceeds 0.8199 $5,860,224 $5,775,652
Total Credits (Eligible Basis Method)| $714,733 | $704,418
Syndication Proceeds $5,860,224 $5,775,652
Requested Credits $717,257
Syndication Proceeds $5,880,919
Gap of Syndication Proceeds Needed $6,727,832

Credit Amount

$820,549
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RENT CAP EXPLANATION
Fort Worth / Arlington MSA

| AFFORDABILITY DEFINITION & COMMENTS

An apartment unit is ""affordable™ if the total housing expense (rent and utilities) that the tenant pays is equal to or less
than 30%o of the tenant's household income (as determined by HUD).

Rent Caps are established at this 30% "affordability” threshold based on local area median income, adjusted for family
size. Therefore, rent caps will vary from property to property depending upon the local area median income where the
specific property is located.

If existing rents in the local market area are lower than the rent caps calculated at the 30% threshold for the area, then by
definition the market is "affordable”. This situation will occur in some larger metropolitan areas with high median
incomes. In other words, the rent caps will not provide for lower rents to the tenants because the rents are already
affordable. This situation, however, does not ensure that individuals and families will have access to affordable rental units
in the area. The set-aside requirements under the Department's bond programs ensure availability of units in these markets
to lower income individuals and families.

MAXIMUM INCOME & RENT CALCULATIONS (ADJUSTED FOR HOUSEHOLD SIZE) - 2003

MSA/County:  Fort Worth/Arlington  Area Median Family Income (Annual): $60,300
ANNUALLY MONTHLY
Maximum Allowable Household Income Maximum Total Housing Expense Utility Maximum Rent that Owner
to Qualify for Set-Aside units under Allowed based on Household Income Allowance is Allowed to Charge on the
the Program Rules (Includes Rent & Utilities) by Unit Type Set-Aside Units (Rent Cap)
# of At or Below Unit At or Below (provided by At or Below
Persons| 50% 60% 80% Type 50% 60% 80% the local PHA) 50% 60% 80%
1 $ 21,450 $ 25,740 $ 34,350 | |Efficiency |[$ 536 $ 643 $ 858 $ 536 $ 643 $ 858
2 24,500 29,400 $ 39,250 | |1-Bedroom 574 689 920 60.00 514 629 860
3 27,600 33,120 $ 44,150 | [2-Bedroom 690 828 1,103 78.00 612 750 1,025
4 30,650 36,780 $ 49,050 | [3-Bedroom 796 956 1,275 94.00 702 862 1,181
5 33,100 39,720 $ 52,950
6 35,550 42,660 $ 56,900 | [4-Bedroom 888 1,066 1,422 121.00 767 945 1,301
7 38,000 45,600 $ 60,800 | [5-Bedroom 980 1,176 1,569 137.00 859 1,055 1,448
8 40,450 48,540 $ 64,750
FIGURE 1 FIGURE 2 FIGURE 3 FIGURE 4
T T “ T
Figure 1 outlines the maximum annual||Figure 2 shows the maximum total housing Figure 4 displays the resulting
household incomes in the area, adjusted by| [expense that a family can pay under the maximum rent that can be charged
the number of people in the family, to]|affordable definition (i.e. under 30% of their for each unit type, under the three
qualify for a unit under the set-aside||household income). set-aside brackets. This becomes
grouping indicated above each column. the rent cap for the unit.
For example, a family of three in the 60%
For example, a family of three earning||income bracket earning $33,120 could not pay The rent cap is calculated by
$30,000 per year would fall in the 60% set-| |more than $828 for rent and utilities under the subtracting the utility allowance in
aside group. A family of three earning||affordable definition. Figure 3 from the maximum total
$25,000 would fall in the 50% set-aside housing expense for each unit type
group. 1) $33,120 divided by 12 = $2,760 monthly found in Figure 2.
income; then, Figure 3 shows the utility allowance by unit
2) $2,760 monthly income times 30% =$828 size, as determined by the local public housipg
maximum total housing expense. authority. The example assumes all electric units

Texas Department of Housing and Community Affairs

Revised: 12/2/2003 Multifamily Finance Division Page: 1



Parkview Townhomes

RESULTS & ANALYSIS:

Tenants in the 60% AMFI bracket will save $130 to $193 per month (leaving
4.7% to 6.1% more of their monthly income for food, child care and other living expenses).
This is a monthly savings off the market rents of 14.8% to 18.3%.

PROJECT INFORMATION

Unit Mix
Unit Description 2-Bedroom|| 3-Bedroom
Square Footage 960 1,120
Rents if Offered at Market Rates $880 $1,055
Rent per Square Foot $0.92 $0.94
SAVINGS ANALYSIS FOR 60% AMFI GROUPING
Rent Cap for 60% AMFI Set-Aside $750 $862
Monthly Savings for Tenant $130 $193
Rent per Square Foot $0.78 $0.77
Maximum Monthly Income - 60% AMFI $2,760 $3,188
Monthly Savings as % of Monthly Income 4.7% 6.1%
% DISCOUNT OFF MONTHLY RENT 14.8% 18.3%

Appraisal information provided by: Butler Burgher, Inc, 8150 N. Central Expressway, Suite 801, Dallas, Texas
75206. Dated October 29, 2003.

Revised: 12/2/2003

Texas Department of Housing and Community Affairs
Multifamily Finance Division

Page: 1
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Developer Evaluation

Project ID # 03455 Name: Rose Court Parkview City: Arlington
LIHTC 9% !  LiaTC4% ¥ HoME Ll BonND L) HTF L seco L Esepl! Otherl!

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

National Previous Participation Certification Received: N/A [ Yes L No
Noncompliance Reported on National Previous Participation Certification: "1 Yes LI No

Portfolio Management and Compliance

Projects in Material Noncompliance: No Yes [ ] # of Projects: 0
Total # of Projects monitored: 0 Projects grouped by score 0-9 0 10-19 0 20-29 0
Total # monitored with a score less than 30: 0 # not yet monitored or pending review: 2

Program Monitoring/Draws

Not applicable Review pending [ ] No unresolved issues [ ] Unresolved issues found [ |

Unresolved issues found that warrant disqualification (Additional information/comments must be attached [

Asset Management

Not applicable [_] Review pending [ ] No unresolved issues Unresolved issues found [ ]

Unresolved issues found that warrant disqualification (Additional information/comments must be attached [
Reviewed by Sara Carr Newsom Date  y, October 10, 2003

Multifamily Finance Production
Not applicable [ ] Review pending [ ] No unresolved issues Unresolved issues found [ ]
Unresolved issues found that warrant disqualification (Additional information/comments must be attached) []

Reviewed by S. Roth Date  9/25/2003

Single Family Finance Production
Not applicable [ Review pending [ ] No unresolved issues [ | Unresolved issues found [ ]
Unresolved issues found that warrant disqualification (Additional information/comments must be attached) [

Reviewed by Date

Community Affairs
Not applicable Review pending [ ] No unresolved issues [ | Unresolved issues found [ ]
Unresolved issues found that warrant disqualification (Additional information/comments must be attached) [

Reviewed by EEF Date  9/26/2003

Office of Colonia Initiatives
Not applicable [ Review pending [ ] No unresolved issues [ | Unresolved issues found [ ]
Unresolved issues found that warrant disqualification (Additional information/comments must be attached)

Reviewed by Date

Real Estate Analysis (Cost Certification and Workout)
Not applicable [_] Review pending [ ] No unresolved issues | | Unresolved issues found [ ]
Unresolved issues found that warrant disqualification (Additional information/comments must be attached) []

Reviewed by Date
Loan Administration

Not applicable || No delinquencies found [ ] Delinquencies found [ |
Delinquencies found that warrant disqualification (Additional information/comments must be attached) L]

Reviewed by Date

Executive Director: Executed:




Status Summary

Project ID# 03455 “LIHTC9 ¥ LIHTC 4
Name: Rose Court Parkview " HOME U HTF
City Arlington " Bond SEC
JESGP ) Other
Developer Role Disbar1
Dove Lane Apartments, LP Owner/Applicant Name [ ]
Chicory GP 1V, Inc. General Partner (.01%) [
Leon J. Backes President (100% Ownership) [

Projects/Contracts Monitored by the Department

Program Project ID Project Name Score
|LIHTC {02474 |Quail Creek Apartments N/A
|LIHTC {02475 |Rose Court @ Thorntree N/A

Out of State Response Received: N/A

Non-Compliance Reported

Completed By: Jo En Taylor Date: 10/9/2003




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
Multifamily Finance Division

Public Comment Summary

Parkview Townhomes

Public Hearing

Total Number Attended 1
Total Number Opposed

Total Number Supported

Total Number Neutral

Total Number that Spoke

P W~NOO

Letters Received

o

Opposition
Support 0

Summary of Opposition

Response to Summary of Opposition




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

PARKVIEW TOWNHOMES

PUBLIC HEARING

Moore Elementary School
5500 Park Springs Blvd.
Arlington, Texas

October 29, 2003
6:26 p.m.

BEFORE:

ROBBYE G. MEYER, Multifamily Loan Analyst

ON THE RECORD REPORTING
(512) 450-0342




PROCEEDINGS

MS. MEYER: Good evening. My name is Robbye
Meyer, and I would like to proceed with the hearing. Let
the record show that it is 6:26, Wednesday, October 29,
and we are at the Moore Elementary School located at 5500
Park Springs Boulevard, in Arlington, Texas.

I am here to conduct the public hearing on
behalf of the Texas Department of Housing and Community
Affairs with respect to the issuance of tax-exempt
multifamily revenue bonds for a residential rental
community. This hearing is required by the Internal
Revenue Code. The sole purpose of this hearing is to
provide a reasonable opportunity for interested
individuals to express their views regarding the
development and the proposed bond issuance.

No decisions regarding this developing will be
made at this hearing. The Department’s board is scheduled
to meet to consider this transaction on December 11. 1In
addition to providing your comments at this hearing, the
public is also invited to provide comment directly to the
board at any of their meetings. The Department’s staff
will also accept written comments via facsimile at 512-
475-0764 up until 5:00 o’clock on November 28, 2003.

The bonds will be issued as tax-exempt

ON THE RECORD REPORTING
(512) 450-0342




multifamily revenue bonds in the aggregate principal
amount not to exceed $15 million in taxable bonds, if
necessary, in an amount to be determined and issued in one
or more series by the Texas Department of Housing and
Community Affairs. The proceeds of the bonds will be
loaned to Dove Lane Apartments, Limited Partnership, or a
related person or affiliate entity thereof) to finance a
portion of the cost of acquiring, constructing, and
equipping a multifamily rental housing community described
as follows: a 248-unit multifamily residential rental
development to be constructed on approximately 16 acres of
land located in the southeast gquadrant of South Cooper
Street and Sublett Road, Arlington, Tarrant County, Texas.
The proposed multifamily rental housing community will be
initially owned and operated by the borrower (or a related
person or affiliate thereof).

There are two basic -- well, not basic, but two
different programs that are at work for this particular
issuance. One is tax-exempt bonds, and one is housing tax
credits. On the tax-exempt bond side, what this does --
it’s an exemption to the bond purchaser. It’s not an
exemption in property taxes. It is exempt for the income
tax on the purchaser for any income that they receive for
the investment on the bonds. It’s not property tax

ON THE RECORD REPORTING
(512) 450-0342




exemptions.

Because of this, since the bond purchaser does
not have to pay income tax on the investment, then they
allow for a lower rate of return. So therefore, the
lender in this whole process can charge a lower interest
rate to the mortgage that will be placed on this to the
developer. And this allows the developer to be allowed to
build a market-rate, quality development which normally
would not be able to be done with this type of -- with the
amount of money that’s being received. So because of
this, they can build a very quality market-rate property
for less money.

The other piece of the part here is housing
tax credits, and this is a tax credit to the development
itself. It runs for ten years, and this allows the
developer to actually charge -- it’s equity to the
development, and it allows them to charge the lower
rates, rents, to the tenant. So therefore, your tenant
can live in a nice, quality, market-rate property for a
price that they can actually afford.

So with the two programs together, that’s
where the affordable housing all comes together, and
that’s pretty much what we’re trying to do. Most of the
developments that we deal with -- well, there is a

ON THE RECORD REPORTING
(512) 450-0342




compliance period that goes along with this, and it’s the
greater of 30 years, or as long as the bonds are
outstanding. And that depends on the type of financing
that the developer chooses to use.

This particular development -- again, it will
have 248 units. They will be -- it will be 248 units, 98
two-bedroom/two-bathroom units with approximate square
footage of 960 feet. There will be 150 three-
bedroom/two- bath units with an average square footage of
1,120 square feet. The development will consist of 14
three-story residential buildings and one nonresidential
building.

One hundred percent of the units will be
occupied by tenants at less than 60 percent of the area
median income. Area median income for the Fort Worth-
Arlington MSA, or this area, is $60,300. Give you an
example, for a family of four, to qualify to live in this

particular development, they couldn’t make more than

$36,780.

The average two-bedroom unit maximum rent
would be $750. Three-bedroom unit, maximum rent would be
approximately $862. Part of the leasing criteria for

this particular development, the applicants must meet an

employment income, credit and rental history guidelines.

ON THE RECORD REPORTING
(512) 450-0342
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All occupants must work at least 30 hours a week, or
have written confirmation of disability retirement.
Occupancy is limited to a maximum of two persons per
bedroom, and applicants must pass a criminal background
check.

There are representatives of the developer
here, if there are any questions. If I can answer any
guestions, I’'1ll be glad to do that, but there are
representatives of the developer here if anybody has any
guestions to ask the developer.

VOICE: [Inaudible.]

MR. FISHER: My name is Bill Fisher.

MS. MEYER: Repeat the question.

MR. FISHER: I’'ll just repeat your question
for everyone. I believe your question was, what impact
would the community have on the school district, and try
and address the number of children that would be coming
in into the school district.

Well, one of the things that I have provided
to planning and zoning -- I’'d be happy to provide you a
copy -- 1s a study that was done by Dr. Bernard
Weinstein, the University of North Texas, which was
specific to our development and our impact on the
Mansfield Independent School District.

ON THE RECORD REPORTING
(512) 450-0342




I want to make sure that the community knows
that we have met with Vernon Newsome [phonetic], who is
the superintendent of the Mansfield Independent School
District. He is aware of this development. The school
district’s official position is they are neutral on all
affordable housing. As a result of our conversation with
him, I will tell you that he is generally pleased with
our approach. He wanted to make sure he knew he was
aware of it. He took a look at what they had planned for
the bond package, because they have recently passed a
very large bond package, acquired quite a few school
sites. They’ll be building new schools.

So since our resident population will impact
the school district really the fall of 2005, his feeling
at the time was they would have more than adequate
facilities, primarily as a result of the new construction
from the bond package.

We generally -- the UNT study -- and again,
I'll be happy to provide you a copy -- generally shows
about .75 children per household. So they’'re projecting
something in the range of 175 school-age children living
on our property.

Now, of the 175, they also project --
obviously, these families don’t beam in from Mars -- many

ON THE RECORD REPORTING
(512) 450-0342




of them already live in the district. So they estimate
that about half of those numbers of children already live
and attend school in the Mansfield Independent School
district, so that our net new impact to the school
district will be about 75 new students.

The Mansfield Independent School District
currently has about 21,000 students. They have planned
for 50,000 students by the year 2010. And this bond
package that they just passed, according to the
superintendent, is intended to put them in a position to
deal with what is, in essence, more than a doubling of
the current student population.

So to answer your question, there is school
capacity. It’s primarily as a result of the new bond
package, and the timing of when our children will
actually attend school, and when the new schools will
come on board, we’ll actually be in sync.

MS. MEYER: And just to add to that, this is a
for-profit developer, and there’s not a tax abatement to
the school district. So they will be paying the full
taxes that are allowed -- just in case that was a
concern.

Are there any other questions?

VOICE: [Inaudible.]

ON THE RECORD REPORTING
(512) 450-0342




MS. MEYER: In the Arlington Star Telegram?
It was in the -- I know it was in the Fort Worth Star
Telegram, and then it was in the neighborhood section
that goes out. I think it comes out on Thursdays. Am I
right? I don’t remember exactly when it was. But we
advertised in the Fort Worth Star, and then the
neighborhood section for the Arlington area. And that
was done on September the 29th.

Are there any other questions? Is there
anybody that would like to make an actual public comment
for the recordr

VOICE: [Inaudible.]

MS. MEYER: Do you want to make a comment for

that?

VOICE: [Inaudible.]

MS. MEYER: Sure. You can fax comments in,
and that goes -- you know, if you get home and you decide

you have more questions, or whatever, you’re more than
welcome to contact me. I’'m sure that Mr. Fisher will be
glad to give you his information. I’'ll give you mine
here in just a little bit, of how to get in touch with
me. And I have my business cards also, and you're
welcome to call me, or you can email me, you can fax me,
and we’ll be glad to accept comment up until the 28th.

ON THE RECORD REPORTING
(512) 450-0342
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VOICE: Are the developers required to do
anything other than place the information in the
newspaper and get in touch with the community?

MS. MEYER: We also -- one thing that we do
request of the developers is to place a sign, and there’s
a huge sign on this property -- I took pictures of it
this afternoon -- at the corner of South Cooper and

Sublett Road. 1It’'s a good four by eight, at least, sign.

That’s one thing, and that’s actually the
biggest draw that we get as far as notification. We
also -- we notify the newspaper and also the public --
all the legislators. We get that. A lot of the
legislators send things out themselves, so --

VOICE: What happens now after the public
hearing? What’s the next step?

MS. MEYER: Well, what will happen now is we
get the public hearing now, and I’'1ll take those comments,
and I'1ll take any comments that are received in between
now and November 28. We’ll go through an underwriting
analysis. The developer will submit all the financial
information.

We’ll get commitments from the lenders. We’ll
get final plans and specs for the development itself.

ON THE RECORD REPORTING
(512) 450-0342
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All that will be compiled into different reports that
will be presented to our board, and also to the Bond
Review Board. Right now our board is scheduled for
December the 11th.

The Bond Review Board is scheduled for the
18th, but with the Christmas holidays, they’re trying to
rework that date, so I’'m not exactly sure. I'm going to
tell you the 18th, but that one may change, so you’d have
to check with my office or the Bond Review Board to make
sure which date that actually ends up on.

At that point, if both boards approve it, then
we will go to the situation where we would close the
bonds. But there’s a lot of work. An underwriting
report is done by the Department. It’s also done by the
lenders and syndicators within the deal itself. So
there’s a lot of work on feasibility and public comment
that is compiled and presented to both boards.

VOICE: [inaudible]

MR. FISHER: [inaudible]

MS. MEYER: Now, as far as the tax credits and
the bond piece, it would stop as far as that was
concerned. And your question being is, if the board
denies either one of them, then it kills the application
at that point.
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VOICE: [inaudible]

MS. MEYER: Yes. And that question -- yes,
they would move forward.

MR. FISHER: Can I address her questions?

MS. MEYER: Sure.

MR. FISHER: For the record, I’'d like to
repeat your question. Your question was, what kind of
notifications, or whatever, has gone on regarding the
community?

You know, we consider our approach really to
be the model for developing housing in a community. This
is a planned development. So we have gone through the
city processes. The neighbors in the adjacent area have
been notified. Our zoning consultant has spoken with the
presidents, I believe, of the two active groups that
monitor this particular area. The Southwest Arlington
Action Team -- SWAAT -- and I believe there’s another
one. What?

VOICE: SECA [phonetic].

MR. FISHER: SECA. So they’re both aware of
that. We’ve met with the councilman in our area, Mr.
McFadden; the mayor, as well as the at-large councilman,
to make sure that they were aware of exactly what we are
doing. Planning and zoning -- held public hearings on

ON THE RECORD REPORTING
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our planned development approximately ten days ago.
There were members of the public there.

The important thing about the process is,
first of all, yes -- the neighborhood is fully aware of
what we’re doing. We’ve had a sign up about building
apartments there for at least six weeks. The planned
development sign has been up there for probably three
months. And then the public notices Ms. Meyer mentioned
for the meeting tonight has been up for at least two
weeks.

The next process for us, which will finish our
process, is the final approval of our planned development
at City Council coming up here in Arlington, which will
also be another public meeting.

Ms. Meyer, as she mentioned, has advertised
this meeting. We have notified all of your elected
officials, which is our requirement. I believe the agency
does the same thing. And in this development, we have
advertised twice in the Fort Worth Star-Telegram, and
four times in the Arlington Morning News -- twice in
early October, and then again twice, I believe, last
week.

So again, there has certainly been an effort
to make sure that everyone in the community was aware of
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what we are doing. And we have certainly, I think, ended
up with a better development as a result of engaging the
community.

If I can call your attention to the renderings
over there, these renderings are what the planning and
zoning commission required us to build on this property.

And we have agreed, down to the landscaping and the
light fixtures that would go in the parking lot. As the
final little twist, they also put specific requirements
on -- we don’'t have trash dumpsters all over our
property. We use one central trash compactor. We pick
up our residents’ trash. So as a result of having the
centralized trash compactor, they wanted to make sure
that they had specific criteria for the exterior finishes
for our trash compactor as well.

So the one thing I can tell you is the
community in our area is certainly aware of what we’re
doing, and through this planned development process, they
know exactly what we are proposing to build in that
location.

MS. MEYER: Are there any other questions?

Any other comments? Okay, I’'ll give you my information
real quick of how to get in touch with me. And as of
November 1, our email system is changing, so you have to

ON THE RECORD REPORTING
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get my whole name in there. 1It'’s
robbye.meyer@etdhca.state.tx.us. My phone number is 512-
475-2213. My fax number is 512-475-0764. And I’'ll be
glad to answer any questions.

If there’s any questions of the developer that
I can’'t answer for you, I’'ll be glad to get you that
information. Mr. Fisher, I'm sure, will be glad to give
you his card if there’s any additional information that
you’d like from him.

And if there’s not any more guestions or
comments, I'd like to adjourn the meeting. It is now
6:45.

(Whereupon, at 6:45 p.m., the meeting was

adjourned.)
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CERTTIVFTICATE

IN RE: Parkview Townhomes public hearing
LOCATION: Arlington, Texas
DATE : October 29, 2003

I do hereby certify that the foregoing pages,
numbers 1 through 16, inclusive, are the true, accurate,
and complete transcript prepared from the verbal
recording made by electronic recording by Judy Farnsworth
before the Texas Department of Housing and Community

Affairs.

11/21/2003

(Transcriber) (Date)

On the Record Reporting, Inc.
3307 Northland, Suite 315
Austin, Texas 78731
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BOARD APPROVAL

MEMORANDUM
December 11, 2003

DEVELOPMENT:

PROGRAM:

ACTION
REQUESTED:

PURPOSE:

BOND AMOUNT:

ANTICIPATED

CLOSING DATE:

BORROWER:

Timber Ridge 1l Apartments, Houston, Texas

Texas Department of Housing & Community Affairs
2003 Private-Activity Multifamily Housing Revenue Bonds
(Reservation received 09/8/03)

Approve the issuance of multifamily housing mortgage revenue bonds
(the “Bonds”) by the Texas Department of Housing and Community
Affairs (the “Department”). The Bonds will be issued under Chapter
1371 of the Texas Government Code and under Chapter 2306 of the
Texas Government Code, the Department's enabling legislation which
authorizes the Department to issue its revenue bonds for its public
purposes as defined therein.

The proceeds of the Bonds will be used to fund a mortgage loan (the
"Mortgage Loan") to Timber Ridge Housing Il, Ltd, a Texas limited
partnership (the "Borrower"), to finance the acquisition, construction,
equipping and long-term financing of a new, 124-unit multifamily
residential rental development located at 5321Aldine Bender Road,
Harris County, Texas 77032 (the "Development™). The Bonds will be
tax-exempt by virtue of the Development qualifying as a residential
rental development.

$7,000,000 Series A 2003 Tax Exempt Bonds, (the “Bonds”) (*)
$ 500,000 Series B 2003 Taxable Bonds
$7,500,000 Total Bonds

(*) The aggregate principal amount of the Bonds will be determined by
the Department based on its rules, underwriting, the cost of
construction of the Development and the amount for which Bond
Counsel can deliver its Bond Opinion.

The Department received a volume cap allocation for the Bonds on
September 8, 2003 pursuant to the Texas Bond Review Board's 2003
Private Activity Bond Allocation Program. While the Department is
required to deliver the Bonds on or before January 6, 2004, the
anticipated closing date is December 23, 2003.

Timber Ridge Housing Il Ltd., a Texas limited partnership, the
managing general partner of which is Richo Rinehart Investments,
LLC, a Texas limited liability company, the President of which is
Joyce Bennett.

* Preliminary - Represents Maximum Amount




COMPLIANCE
HISTORY:

ISSUANCE TEAM:

BOND PURCHASER:

DEVELOPMENT
DESCRIPTION:

A recent Compliance Summary reveals that the principal of the general
partner above has a total of six (6) properties being monitored by the
Department. Three (3) of these properties have received a compliance
score. All of the scores are below the material non-compliance
threshold score of 30.

GMAC Commercial Holding Capital Corp (“Bond Purchaser”)
Wells Fargo Bank Texas, NA, (“Trustee™)

Vinson & Elkins L.L.P. (“Bond Counsel’)

RBC Dain Rauscher, Inc. (“Financial Advisor”)

McCall, Parkhurst & Horton, L.L.P. (Issuer Disclosure Counsel)
Bank of America (“Letter of Credit Provider”)

The Bonds will be purchased by GMAC Commercial Holding Capital
Corp. The purchaser and any subsequent purchaser will be required to
sign the Department’s standard traveling investor letter.

Site:  The proposed affordable housing community is a 124-unit
multifamily residential rental development to be constructed on
approximately 7.03 acres of land located along Aldine Bender road,
approximately 3,500 feet west of US-59, Harris County, Texas 77032.

Buildings: The development will include a total of sixteen (16) two-
story, wood-framed apartment buildings containing approximately
140,834 net rentable square feet and having an average unit size of
1,136 square feet. The units will be constructed to the standards of
higher end market units and will feature wall to wall carpeting,
washer/dryer connections and a full range of energy efficient
appliances including a refrigerator/freezer, range/oven, dishwasher,
garbage disposal, and microwave oven. Nine units will be constructed
to meet the needs of those with disabilities.

Units Unit Type Square Feet Proposed Net Rent
16 2-Bedrooms/2-Baths 987 $717
28 2-Bedrooms/2-Baths 1091 $717
12 2-Bedrooms/2-Baths 1005 $717
4 2-Bedrooms/2-Baths 1011 $717
4 2-Bedrooms/2-Baths 1107 $717
27 3-Bedrooms/2-Baths 1199 $825
27 3-Bedrooms/2-Baths 1264 $825
3 3-Bedrooms/2-Baths 1203 $825
3 3-Bedrooms/2-Baths 1284 $825

124 Total Units

On-site Amenities: There will be a community building that will
contain office and leasing space, a day care facility, a computer room
for tenant use, a central meeting room for educational programs such
as literacy, parenting and GED classes and/or other programs that aid
tenant self-improvement.  Adjacent to the clubhouse will be a
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SET-ASIDE UNITS:

RENT CAPS:

TENANT SERVICES:

DEPARTMENT
ORIGINATION
FEES:

DEPARTMENT
ANNUAL FEES:

ASSET OVERSIGHT
FEE:

TAX CREDITS:

BOND STRUCTURE &
SECURITY FOR THE
BONDS:

swimming pool. Other amenities will include recreation areas, a
children’s play area and perimeter fencing.

For Bond covenant purposes, forty percent (40%) of the units in the
Development will be restricted to occupancy by persons or families
earning not more than sixty percent (60%) of the area median income.
Five percent (5%) of the units in the Development will be set aside on
a priority basis for persons with special needs. For Tax Credit
purposes, the Borrower will set-aside 100% of the units at sixty percent
(60%) of the area median income.

For Bond covenant purposes, the rental rates on 100% of the units will
be restricted to a maximum rent that will not exceed thirty percent
(30%) of the income, adjusted for family size, for sixty percent (60%)
of the area median income.

The Borrower has contracted with Education Based Housing, Inc. to
provide a Tenant Services Plan based on the tenant profile upon lease-
up that conforms to the Department’s program guidelines.

$1,000 Pre-Application Fee (Paid)
$10,000 Application Fee (Paid)
$37,500 Issuance Fee (.50% of the bond amount paid at closing)

$7,500 Bond Administration (0.10% of first year bond amount)
$3,100 Compliance ($25/unit/year adjusted annually for CPI)

(Department’s annual fees may be adjusted, including deferral, to accommodate
underwriting criteria and Development cash flow. These fees will be subordinated to
the Mortgage Loan and paid outside of the cash flows contemplated by the Indenture)

$3,100 to TDHCA or assigns ($25/unit/year adjusted annually for CPI)

The Borrower has applied to the Department to receive a
Determination Notice for the 4% tax credit that accompanies the
private-activity bond allocation. The tax credit equates to $477,964
per annum and represents equity for the transaction. To capitalize on
the tax credit, the Borrower will sell a substantial portion of the limited
partnership, typically 99.9%, to raise equity funds for the development.
Although a tax credit sale has not been finalized, the Borrower
anticipates raising no less than $3,823,330 of equity for the transaction.

The Bonds are proposed to be issued under a Trust Indenture (the
"Trust Indenture™) that will describe the fundamental structure of the
Bonds, permitted uses of Bond proceeds and procedures for the
administration, investment and disbursement of Bond proceeds and
program revenues.

Revised: 12/03/03 Texas Department of Housing and Community Affairs Page: 3
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BOND INTEREST RATES:

CREDIT
ENHANCEMENT:

FORM OF BONDS:

TERMS OF THE
MORTGAGE LOAN:

The Bonds will be privately placed with the Bond Purchaser. The Tax-
Exempt Bonds will mature over a term of 32 and one half years and the
Taxable Bonds will mature over a term of fifteen (15) years. During
the construction and lease-up period, the Bonds will pay as to interest
only. The Bonds will be secured by a first lien on the Development.

The Bondholder Representative will have the option to (1) change the
interest payment date from a monthly payment to a semi-annual
payment, (2) deposit amounts into debt service reserve funds for the
purpose of paying the debt service of the Bonds, (3) convert some of
the Bonds to subordinate bonds or convert subordinate bonds to senior
bonds and (4) create a Registered Coupon consisting only of a portion
of the interest on the Bonds to be retained by the Bondholder
Representative.

During the Construction Phase, the Letter of Credit Provider will
provide a Letter of Credit to the benefit of the Bond Purchaser to
secure the Borrower’s payment obligations during the construction
phase. The Borrower’s reimbursement obligations to the Letter of
Credit Provider will be secured by a 2nd lien mortgage on the property
and certain related obligations to the Trustee on behalf of the Bond
Purchaser. Upon satisfaction of certain Conversion Requirements, the
Mortgage Loan will convert from the Construction Phase to the
Permanent Phase. The Bond Purchaser will return the Letter of Credit
to the Letter of Credit Provider upon completion and lease up of the
development.

The Bonds are mortgage revenue bonds and, as such, create no
potential liability for the general revenue fund or any other state fund.
The Act provides that the Department’s revenue bonds are solely
obligations of the Department, and do not create an obligation, debt, or
liability of the State of Texas or a pledge or loan of the faith, credit or
taxing power of the State of Texas. The only funds pledged by the
Department to the payment of the Bonds are the revenues from the
financing carried out through the issuance of the Bonds.

During the first twelve months the tax exempt bond interest rate will be
5.75%. After the initial twelve month period the interest rate will be
fixed at 6.75%. Throughout the term of the Loan, the taxable bonds
shall bear interest at a rate of 8.00.

The bonds will be unrated with no credit enhancement.

The Bonds will be issued and delivered in certified form to the Bond
Purchaser in bond entry form and in denominations of $100,000 and
any multiple of $1.00 in excess thereof.

The Mortgage Loan is a non-recourse obligation of the Borrower,
which means, subject to certain exceptions, that the Borrower is not
liable for the payment thereof beyond the amount realized from the
pledged security. The Mortgage Loan provides for monthly payments
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MATURITY/SOURCES

& METHODS OF
REPAYMENT:

REDEMPTION OF
BONDS PRIOR TO
MATURITY:

of interest during the Construction Phase and level monthly payments
of principal and interest for 360 months upon conversion to the
Permanent Phase.

During the Construction Phase, the Borrower will be required to make
payments on the Mortgage Loan directly to the Trustee (to the extent
that capitalized interest funds deposited at closing into the Mortgage
Loan Fund are insufficient to make the semi-annual interest payments
on the Bonds) along with all other bond and credit enhancement fees.
Upon Conversion, the Borrower will be required to pay mortgage
payments on the Mortgage Loan to the Loan Servicer, who will remit
the principal and interest components of the mortgage payments to the
Trustee. The Borrower will continue to pay certain other fees,
including the Department’s fees, directly to the Trustee.

Effective on the Conversion Date, which is anticipated to occur 24
months from the closing date of the Bonds with one six-month
extension option, the Mortgage Loan will convert from the
Construction Phase to the Permanent Phase upon satisfaction the
conversion requirements set forth in the Fannie Mae credit facility.
Among other things, these requirements include completion of the
Project according to plans and specifications and achievement of
certain occupancy thresholds.

The Bonds will bear interest at the rates set forth above until maturity
and will be payable monthly. During the construction phase, the
Bonds will be payable as to interest only, from an initial deposit at
closing to the Capitalized Interest Account of the Bond Fund, earnings
derived from amounts held on deposit in an investment agreement, and
other funds deposited to the Capitalized Interest Account. After
conversion to the permanent phase, the Bonds will be paid from
revenues earned from the Mortgage Loan.

The Bonds are subject to redemption under any of the following
circumstances:

Optional Redemption:

The Bonds are subject to optional redemption in whole on any day, to
the extent optional prepayment of the Mortgage Loan is made pursuant
to and as permitted by the terms of the Mortgage Loan Documents.

The Bonds are also subject to optional redemption in connection with a
remarketing in accordance with the terms of the Indenture.

Mandatory Redemption:

@ The Bonds will be subject to either mandatory sinking fund
redemption, or in the case of term bonds, maturity, at par plus
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(b)

(©)

(d)

(€)

(f)

(9)

(h)

()

accrued and unpaid interest, without premium, on specified
dates as specified in the Indenture (subject to change upon
pricing of the Bonds).

In whole, if the Development shall have been damaged or
destroyed to the extent that it is not practicable or feasible to
rebuild, repair or restore the damaged or destroyed property
within the period and under the conditions described in the
Mortgage following such event of damage or destruction; or

In whole, if title to, or the use of, all or a substantial portion of
the Development shall have been taken under the exercise of
the power of eminent domain by any governmental authority
with the result that the Borrower is thereby prevented from
carrying on its normal operation of the Development within the
period and under the conditions described in the Mortgage; or

In whole or in part, to the extent that insurance proceeds or
proceeds of any condemnation award with respect to the
Development are not applied to restoration of the Development
in accordance with the provisions of the Mortgage; or

In whole or in part upon the acceleration of the note in the
event of the occurrence of a Loan Agreement Default; or

In whole, upon receipt by the Trustee of Written Direction
from the Bondholder Representative, in accordance with the
Construction Phase Financing Agreement, to redeem the
Bonds as a result of the occurrence of an Event of Default as
defined in and under the Construction Phase Financing
Agreement.

In whole, upon receipt by the Trustee of Written Direction
from the Bondholder Representative, on or after the
Commitment Maturity Date, if the Conversion Notice is not
issued by the Bondholder Representative prior to the
Commitment Maturity Date; or

In part, in the event that the Borrower or the Construction
Phase Credit Facility Provider elects to make a Pre-Conversion
Loan Equalization Payment and the Trustee has received
Written Notice thereof and Written Direction from the
Construction Phase Credit Facility Provider to redeem Bonds,
in an amount equal to the amount of the Note prepaid by the
Borrower.

In part, in the event and to the extent amounts remaining in the
Fund allocated to the Bonds are transferred to the Bond Fund.

In part on each Bond Payment Date, commencing the first
business day of the month immediately after commencement
of amortization of the Loan.
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FUNDS AND
ACCOUNTS/FUNDS
ADMINISTRATION:

(K) as otherwise provided in the Trust Indenture and the
Commitment.
Purchase of Bonds in Lieu of Redemption:

Subject to certain provisions, Borrower may with the consent of the
Credit Provider purchase Bonds with deposits held by the Trustee in
any Fund or Account for which the purpose of such moneys is to pay
principal of, premium, if any, or interest on the Bonds. The purchase
price of the Bonds shall be equal to the applicable Redemption Price.

Special Purchase in Lieu of Redemption:

If the Bonds are called for redemption in whole, and not in part, as a
result of either a conversion failure or certain events of default under
the documents (during the period that the Letter of Credit from the
Interim Lender is in effect), the Bonds may be purchased in lieu of
such redemption by the Trustee for the account of the Construction
Lender. The purchase price shall be equal to the principal amount of
the Special Purchase Bonds plus accrued interest on the Special
Purchase Bonds to the Special Purchase Date, but without premium.

Under the Trust Indenture, Wells Fargo Bank, National Association
will serve as registrar and authenticating agent for the Bonds, trustee of
certain of the funds created under the Trust Indenture, and will have
responsibility for a number of loan administration and monitoring
functions.

The Depository Trust Company, New York, New York, will act as
securities depository for the Bonds. The Bonds will initially be issued
as fully registered securities and when issued will be registered in the
name of Cede & Co., as nominee for DTC. One fully registered global
bond in the aggregate principal amount of each stated maturity of the
Bonds will be deposited with DTC.

Moneys on deposit in Trust Indenture funds are required to be invested
in Permitted Investments prescribed in the Trust Indenture until needed
for the purposes for which they are held.

The Trust Indenture will create the following Funds and Accounts:

1. Bond Fund — The Trustee shall deposit moneys it receives for
deposit to the Bond Fund to pay interest, principal and redemption
price of the Bonds;

2. Development Fund (including the Tax-Exempt Bonds Account,
Taxable Bonds Account and Capitalized Interest Account) — Funds
for the acquisition and construction of the Development, to pay
other Qualified Development Costs and to pay other costs related
to the Development;
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DEPARTMENT
ADVISORS:

9.

Expense Fund — an amount equal to 1/12 of the Annual Rebate
Analyst Fee, the Trustee Fee and the Issuer’s Fee;

Costs of Issuance Fund — Funds to cover the cost of issuance of the
transaction;

Rebate Fund — Fund into which certain investment earnings are
transferred that are required to be rebated periodically to the
federal government to preserve the tax-exempt status of the Bonds.
Amounts in this fund are held apart from the trust estate and are
not available to pay debt service on the Bonds;

Surplus Fund — excess revenues used to redeem Bonds;

Senior Bonds Debt Service Reserve Fund — additional security for
Senior Bonds;

Subordinate Bonds Debt Service Reserve Fund - additional
security for Subordinate Bonds;

Remarketing Proceeds Fund — to purchase remarketed Bonds.

Essentially, all of the Bond proceeds will be deposited into the
Development Fund and disbursed therefrom during the Construction
Phase to finance the construction of the Development. Costs of
issuance of up to two percent (2%) of the principal amount of the
Bonds may be paid from the Tax Exempt Bond proceeds

The following advisors have been selected by the Department to
perform the indicated tasks in connection with the issuance of the
Bonds.

1.

Bond Counsel - Vinson & Elkins L.L.P. ("V&E") was most
recently selected to serve as the Department's bond counsel
through a request for proposals ("RFP") issued by the Department
in 2003. V&E has served in such capacity for all Department or
Agency bond financings since 1980, when the firm was selected
initially (also through an RFP process) to act as Agency bond
counsel.

Bond Trustee — Wells Fargo Bank Texas, N.A. was selected as
bond trustee by the Department pursuant to a request for proposals
process in June 1996.

Financial Advisor — RBC Dain Rauscher Inc., formerly Rauscher
Pierce Refsnes, was selected by the Department as the
Department's financial advisor through a request for proposals
process in September 1991.

Disclosure Counsel — McCall, Parkhurst & Horton, L.L.P. was
selected by the Department as Disclosure Counsel through a
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request for proposals process in 2003.

ATTORNEY GENERAL
REVIEW OF BONDS:

No preliminary written review of the Bonds by the Attorney General of
Texas has yet been made. Department bonds, however, are subject to
the approval of the Attorney General, and transcripts of proceedings
with respect to the Bonds will be submitted for review and approval

prior to the issuance of the Bonds.
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RESOLUTION NO. 03-93

RESOLUTION AUTHORIZING AND APPROVING THE ISSUANCE, SALE
AND DELIVERY OF MULTIFAMILY HOUSING REVENUE BONDS
(TIMBER RIDGE APARTMENTS) SERIES 2003A AND TAXABLE
MULTIFAMILY HOUSING REVENUE BONDS (TIMBER RIDGE
APARTMENTS) SERIES 2003B; APPROVING THE FORM AND
SUBSTANCE AND AUTHORIZING THE EXECUTION AND DELIVERY OF
DOCUMENTS AND INSTRUMENTS  PERTAINING  THERETO,;
AUTHORIZING AND RATIFYING OTHER ACTIONS AND DOCUMENTS;
AND CONTAINING OTHER PROVISIONS RELATING TO THE SUBJECT

WHEREAS, the Texas Department of Housing and Community Affairs (the
“Department”) has been duly created and organized pursuant to and in accordance with the
provisions of Chapter 2306, Texas Government Code, as amended (the “Act”), for the purpose,
among others, of providing a means of financing the costs of residential ownership, development
and rehabilitation that will provide decent, safe, and affordable living environments for
individuals and families of low and very low income (as defined in the Act) and families of
moderate income (as described in the Act and determined by the Governing Board of the
Department (the “Board”) from time to time); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing
sponsors to provide financing for multifamily residential rental housing in the State of Texas (the
“State”) intended to be occupied by individuals and families of low and very low income and
families of moderate income, as determined by the Department; (b) to issue its revenue bonds,
for the purpose, among others, of obtaining funds to make such loans and provide financing, to
establish necessary reserve funds and to pay administrative and other costs incurred in
connection with the issuance of such bonds; and (c) to pledge all or any part of the revenues,
receipts or resources of the Department, including the revenues and receipts to be received by the
Department from such multi-family residential rental project loans, and to mortgage, pledge or
grant security interests in such loans or other property of the Department in order to secure the
payment of the principal or redemption price of and interest on such bonds; and

WHEREAS, the Board has determined to authorize the issuance of the Texas Department
of Housing and Community Affairs Multifamily Housing Revenue Bonds (Timber Ridge
Apartments) Series 2003A (the “Series A Bonds”) and Texas Department of Housing and
Community Affairs Taxable Multifamily Housing Revenue Bonds (Timber Ridge Apartments)
Series 2003B (the “Series B Bonds” and together with the Series A Bonds, the “Bonds™),
pursuant to and in accordance with the terms of a Trust Indenture (the “Indenture”) by and
between the Department and Wells Fargo Bank, National Association (the “Trustee™), for the
purpose of obtaining funds to finance the Project (defined below), all under and in accordance
with the Constitution and laws of the State of Texas; and

WHEREAS, the Department desires to use the proceeds of the Bonds to fund a mortgage
loan to Timber Ridge Housing Il, Ltd., a Texas limited partnership (the “Borrower”), in order to
finance the cost of acquisition, construction and equipping of a qualified residential rental project
described on Exhibit A attached hereto (the “Project”) located 