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Texas Department of Housing and Community Affairs

Programmatic Impact in Fiscal Year 2015

The Texas Department of Housing and Community Affairs (“TDHCA”) is the State of Texas’ lead agency
responsible for affordable housing and administers a statewide array of programs to help Texans become more
independent and self-sufficient. Key information on these programs — including the total number of
households/individuals served and total funding administered for Fiscal Year 2015 (September 1, 2014 through

August 31, 2015) — is detailed below:

Multifamily New Construction & Rehab:
Provides mechanisms to attract investment capital and to
make available significant financing for the construction and
rehabilitation of affordable rental housing through the
Housing Tax Credit, Multifamily Bond, and Multifamily
Direct Loan Programs.

Total Households Served: 5,799
Total Funding: $509,129,481

Homeownership Down Payment and Mortgage Loan
Assistance:
Provides down payment and closing cost assistance, mortgage
loans, and mortgage credit certificates to eligible households
through the HOME Homebuyer Assistance, My First Texas
Home, and Mortgage Credit Certificates Programs.

Total Households Served: 2,723
Total Funding: $210,397,552

Single Family New Construction, Rehab, Sweat Equity,

and Stabilization:
Assists with the construction, repair, or rehabilitation of
affordable single family housing by providing grants and loans
through the HOME Single Family Development, HOME
Homeowner Rehabilitation Assistance, Amy Young Barrier
Removal, and Texas Bootstrap Programs. Stabilizes
homeownership in w/lonias through the HOME Contract for
Deed Program.

Total Households Served: 344
Total Funding: $21,748,157

Weatherization Assistance Program:
Provides funding to help low-income houscholds control
energy costs through the installation of energy efficient
materials and through energy conservation education.

Total Households Served: 4,511
Total Funding: $25,305,577

Rental Assistance:
Provides rental, security, and utility deposit assistance through
HOME Tenant Based Rental Assistance and rental assistance
payments through HUD Housing Choice Vouchers.

Total Households Served: 1,551
Total Funding: $12,070,451

Comprehensive Energy Assistance Program:
Provides energy utility bill assistance to households with an
income at or below 150% federal poverty guidelines.

Total Households Served: 151,481
Total Funding: $105,197,290

Homelessness
Funds local programs and services for individuals and families
at risk of homelessness or experiencing homelessness.
Primary programs are the Homeless Housing and Services
Program and the Emergency Solutions Grants Program.

Total Individuals Served: 65,417
Total Funding: $12,167,801

Community Services Block Grant:
Provides administrative support for essential services for low-
income individuals through Community Action Agencies.

Total Individuals Served: 324,398
Total Funding: $28,162,011

Source: This data comes from the TDHCA 2016 State Low Income Housing Plan and Annual Report and Fiscal Year 2015

Economic Performance Indicators.




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
GOVERNING BOARD MEETING

AGENDA
9:00 AM
April 27, 2017

William B. Travis Building
Room 1-111
1701 Congress Avenue
Austin, Texas

CALL To ORDER
RoLL CALL Leslie Bingham-Escarefio, Vice Chair
CERTIFICATION OF QUORUM

Pledge of Allegiance - I pledge allegiance to the flag of the United States of America, and to the republic
for which it stands, one nation under God, indivisible, with Iiberty and justice for all.

Texas Allegiance - Honor the Texas flag; I pledge allegiance to thee, Texas, one state under God, one
and indivisible.

Resolution recognizing May as Community Action Month
Resolution recognizing May as National Mobility Awareness Month

CONSENT AGENDA

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

ITEM 1: APPROVAL OF THE FOLLOWING ITEMS PRESENTED IN THE BOARD MATERIALS:

EXECUTIVE
a) Presentation, discussion, and possible action on Board Meeting Minutes summary for J. Beau Eccles
; Board Secretary
the meeting of January 26, 2017
LEGAL
b) Presentation, discussion, and possible action regarding the adoption of agreed final Jeffrey T. Pender

Deputy General Counsel

order concerning Oakridge Apartments (HTC 93159 / CMTS 1189)

c) Presentation, discussion, and possible action regarding the adoption of agreed final
order concerning Autumn Creeck (HTC 70071 / CMTS 906)

d) Presentation, discussion, and possible action regarding the adoption of three agreed
final orders concerning Pinnacle properties, including Rosemont of Oak Hollow (HTC
01435 / BOND MF048 / CMTS 445), Rosemont at Timber Creeck (HTC 010157 /
CMTS 300), and Rosemont at Sierra Vista (HTC 04482 / CMTS 4179)

e) Presentation, discussion, and possible action regarding the adoption of agreed final
order concerning Lakewood Gardens (HTC 91059 / CMTS 2305)

f) Presentation, discussion, and possible action regarding the adoption of agreed final
order concerning Vicksburg Ltd. (HTC 91104 / CMTS 980)



ASSET MANAGEMENT
@) Presentation, discussion and possible action regarding Ownership Transfers prior to
IRS Form 8609 Issuance or Construction Completion

14023 Heritage Square Apartments Jacksonville
14024 Creekside Village Apartments Jacksonville
14025 Heritage Place Apartments Jacksonville

h) Presentation, discussion and possible action regarding Material Amendments to
Housing Tax Credit

16057 Silverleaf at Mason Mason
16105 Tuscany Park at Arcola Arcola
16178 Palladium Anna Anna

BOND FINANCE
1) Presentation, discussion, and possible action on Resolution 17-015 regarding the annual
approval of the Department’s Investment Policy
j) Presentation, discussion, and possible action on Resolution 17-016 regarding the annual
approval of the Department’s Interest Rate Swap Policy
COMMUNITY AFFAIRS
k) Presentation, discussion, and possible action on release of the draft Federal Fiscal Years
2018-2019 Community Services Block Grant (“CSBG”) State Plan for public comment,
with a link to be published in the Texas Register
1) Presentation, discussion, and possible action on the Program Year (“PY”) 2017
Department of Energy (“DOE”) Weatherization Assistance Program (“WAP”) State
Plan and Awards
m) Presentation, discussion, and possible action on release of the draft FFY 2018 Low
Income Home Energy Assistance Program (“LIHEAP”) State Plan to be made
available for Public Comment and to be announced in the Texas Register
MULTIFAMILY FINANCE
n) Presentation, discussion, and possible action on the issuance of Determination Notices
for Housing Tax Credits with another issuer
17412 Pathways at Gaston Place Austin
17417 Fenix Estates Houston
0) Presentation, discussion, and possible action on the 2016 State of Texas National
Housing Trust Fund Allocation Plan
RULES
p) Presentation, discussion and possible action on proposed amendments to 10 TAC
§1.13, concerning adjudicative hearing procedures, and directing that they be published
for public comment in the Texas Register
q) Presentation, discussion, and possible action on an Order proposing the repeal of 10
TAC Chapter 20, Single Family Programs Umbrella Rule, and an Order proposing new
10 TAC Chapter 20, Single Family Programs Umbrella Rule, and directing its
publication for public comment in the Texas Register
1) Presentation, discussion, and possible action on an Order proposing the repeal of 10
TAC Chapter 25, Colonia Self-Help Center Program Rule, and an Otrder proposing
new 10 TAC Chapter 25, Colonia Self-Help Center Program Rule, and directing its
publication for public comment in the Texas Register
s) Presentation, discussion, and possible action on orders repealing all sections of 10 TAC
Chapter 23, Single Family HOME Program, and orders adopting new 10 TAC Chapter
23, Single Family HOME Program (“HOME Rule”), concerning HOME single family
activities, and directing their publication in the Texas Register
CONSENT AGENDA REPORT ITEMS
ITEM 2: THE BOARD ACCEPTS THE FOLLOWING REPORTS:
a) TDHCA Outreach Activities, April 2017 — May 2017
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b) Report on the reallocation of recaptured Program Year 2015 Emergency Solutions
Grants Program funding

c) Report on increase to the escrow account related to an Advances and Security
Agreement (the “Advances Agreement”) with the Federal Home Loan Bank of Dallas
(“FHLB”)

ACTION ITEMS
ITEM 3: REPORTS

a) Staff will present a summary of determinations under 10 TAC §11.10 of the 2017

Qualified Allocation Plan related to Third Party Requests for Administrative Deficiency

17165 Merritt Headwaters Dripping Springs
17736 Providence at Ted Trout Drive Hudson
17204 Vista Bella Lago Vista

b) Report on 2018 Qualified Allocation Plan (“QAP”) Project
ITEM 4: RULES

a) Presentation, discussion, and possible action on an order proposing actions to 10 TAC
Chapter 10, Uniform Multifamily Rules including the: 1) proposed amendment in
Subchapter F, Compliance Monitoring, of §10.610, Written Policies and Procedures 2)
proposed amendment in Subchapter F, Compliance Monitoring, of §10.613 Lease
Requirements; and directing that they be published for public comment in the Texas
Register and 3) adoption of the Department’s Emergency Transfer Plan required by 24
CFR §92.359 and 24 CFR §93.356

b) Presentation, discussion, and possible action on orders proposing adoption of a new
section §5.2014, VAWA Requirements to 10 TAC Chapter 5, Community Affairs
Programs, and orders proposing actions to 10 TAC Chapter 7, Homelessness Programs
to add a new section §7.2007, VAWA Requirements, and directing that they be
published for public comment in the Texas Register

c) Presentation, discussion and possible action on proposed new 10 TAC §1.25,
concerning information security and privacy requirements for contractors, the repeal of
10 TAC §1.24, concerning Protected Health Information, and the repeal of 10 TAC
§5.18, concerning information technology security practices, and directing that they be
published for public comment in the Texas Register

ITEM 5: BOND FINANCE

a) Presentation, discussion, and possible action on Resolution 17-017 authorizing the
issuance, sale and delivery of Texas Department of Housing and Community Affairs
Single Family Mortgage Revenue Bonds, 2017 Series A, Single Family Mortgage
Revenue Refunding Bonds, 2017 Series B (Taxable) and Single Family Mortgage
Revenue Bonds, 2017 Series C (Taxable); approving the form and substance of related
documents, authorizing the execution of documents and instruments necessary ofr
convenient to carry out the purposes of this Resolution, and containing other
provisions relating to the subject

b) Presentation, discussion, and possible action on Resolution No. 17-018 authorizing the
issuance and delivery of Texas Department of Housing and Community Affairs Series
2017 Issuer Note; approving the form and substance of related documents; authorizing
the execution of documents and instruments necessary or convenient to carry out the
purposes of this Resolution; and containing other provisions relating to the subject

ITEM 6: MULTIFAMILY FINANCE

a) Presentation, discussion, and possible action on timely filed appeal of application
termination under the 2017 Uniform Multifamily Rules
17069 Arlinda Gardens
17742 Las Villas del Rio Hondo Rio Hondo
17403 Lord Road Apartments San Antonio

b) Presentation, discussion, and possible action regarding a request for waiver of rules for
Blue Flame, HTC #17330
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c) Presentation, discussion, and possible action on possible actions to assist 9% housing
tax credit-layered Direct Loan awardees and applicants that have suffered adverse
changes in syndication rates

d) Presentation, discussion, and possible action on an Amendment to the 2017-1
Multifamily Direct Loan Notice of Funding Availability

PuBLIC COMMENT ON MATTERS OTHER THAN ITEMS FOR WHICH THERE WERE POSTED AGENDA ITEMS

EXECUTIVE SESSION
The Board may go into Executive Session (close its meeting to the public):

1. The Board may go into Executive Session Pursuant to Tex. Gov’t Code §551.074 for Teslic Bingham-Bscarefio
the purposes of discussing personnel matters including to deliberate the appointment,
employment, evaluation, reassignment, duties, discipline, or dismissal of a public officer
or employee;

2. Pursuant to Tex. Gov’t Code §{551.071(1) to seek the advice of its attorney about
pending or contemplated litigation or a settlement offer;

3. Pursuant to Tex. Gov’t Code §551.071(2) for the purpose of seeking the advice of its
attorney about a matter in which the duty of the attorney to the governmental body
under the Texas Disciplinary Rules of Professional Conduct of the State Bar of Texas
clearly conflicts with Tex. Gov’t Code Chapter 551; including seeking legal advice in
connection with a posted agenda item;

4. Pursuant to Tex. Gov’t Code §551.072 to deliberate the possible purchase, sale,
exchange, or lease of real estate because it would have a material detrimental effect on
the Department’s ability to negotiate with a third person; and/or

5. Pursuant to Tex. Gov’t Code §2306.039(c) the Department’s internal auditor, fraud
prevention coordinator or ethics advisor may meet in an executive session of the Board
to discuss issues related to fraud, waste or abuse.

OPEN SESSION
If there is an Executive Session, the Board will reconvene in Open Session. Except as specifically authorized by
applicable law, the Board may not take any actions in Executive Session.

ADJOURN

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 Michael Lyttle, 512-475-4542, TDHCA, 221 East 11™ Street, Austin, Texas
78701, and request the information.

If you would like to follow actions taken by the Governing Board during this meeting, please follow TDHCA
account (@tdhca) on Twitter.

Individuals who require auxiliary aids, services or sign language interpreters for this meeting should contact Gina
Esteves, ADA Responsible Employee, at 512-475-3943 or Relay Texas at 1-800-735-2989, at least three (3) days
before the meeting so that appropriate arrangements can be made.

Non-English speaking individuals who require interpreters for this meeting should contact Elena Peinado, 512-
475-3814, at least three (3) days before the meeting so that appropriate arrangements can be made.

Personas que hablan espafol y requieren un intérprete, favor de llamar a Elena Peinado, al siguiente numero 512-
475-3814 por lo menos tres dias antes de la junta para hacer los preparativos apropiados.

NOTICE AS TO HANDGUN PROHIBITION DURING THE OPEN MEETING OF A
GOVERNMENTAL ENTITY IN THIS ROOM ON THIS DATE:

Pursuant to Section 30.06, Penal Code (trespass by license holder with a concealed handgun), a person licensed
under Subchapter H, Chapter 411, Government Code (handgun licensing law), may not enter this property with
a concealed handgun.

De acuerdo con la seccién 30.06 del cédigo penal (ingreso sin autorizacion de un titular de una licencia con una

pistola oculta), una persona con licencia segun el subcapitulo h, capitulo 411, cédigo del gobierno (ley sobre
licencias para portar pistolas), no puede ingresar a esta propiedad con una pistola oculta.

Pursuant to Section 30.07, Penal Code (trespass by license holder with an openly carried handgun), a person
licensed under Subchapter H, Chapter 411, Government Code (handgun licensing law), may not enter this


http://www.tdhca.state.tx.us/

property with a handgun that is carried openly.

De acuerdo con la seccion 30.07 del cédigo penal (ingreso sin autorizacion de un titular de una licencia con una
pistola a la vista), una persona con licencia segun el subcapitulo h, capitulo 411, cédigo del gobierno (ley sobre
licencias para portar pistolas), no puede ingresar a esta propiedad con una pistola a la vista.

NONE OF THESE RESTRICTIONS EXTEND BEYOND THIS ROOM ON THIS DATE AND
DURING THE MEETING OF THE GOVERNING BOARD OF THE TEXAS DEPARTMENT OF
HOUSING AND COMMUNITY AFFAIRS



Texas Department of Housing and Community Affairs
RESOLUTION

WHEREAS, Community Action Agencies are nonprofit private and public organizations
established under the Economic Opportunity Act of 1964 to ameliorate the effects of poverty and
help persons experiencing poverty to transition to self sufficiency;

WHEREAS, Community Action builds and promotes economic stability, enhancing stronger
communities, and ensuring the opportunity to live in dignity;

WHEREAS, nationally Community Action has enhanced the lives of millions by providing
essential, life-changing services and opportunities;

WHEREAS, Community Action serves 99% of America’s counties in rural, suburban, and urban
communities and works towards the goal of ending poverty in our lifetime;

WHEREAS, Texas has a strong vibrant network of Community Action Agencies to deliver
Community Action to Texans in need;

WHEREAS, Community Action will continue to implement innovative and cost-effective
programs to improve the lives and living conditions of the impoverished; continue to provide
support and opportunities for all eligible households in need of assistance; and continue to develop
and carry out effective welfare system reforms; and

WHEREAS, the Texas Department of Housing and Community Affairs and the State of Texas
support the Community Action network in Texas in working to improve communities and make
Texas a better place to live not only during Community Action Month in May, but throughout the
entire year;

NOW, therefore, it is hereby

RESOLVED, that the Governing Board of the Texas Department of Housing and Community
Affairs does hereby celebrate May 2017, as Community Action Month in Texas, and encourages all
Texas individuals and organizations, public and private, to join and work together in this observance
of the hard work and dedication of all Texas Community Action agencies.

Signed this twenty-seventh day of April 2017.

Leslie Bingham Escarefio Tom Gann

J. B. Goodwin Juan Munoz

Timothy K. Irvine, Executive
Director



Texas Department of Housing and Community Affairs

RESOLUTION

WHEREAS, May 2017 is National Mobility Awareness Month, which is dedicated to showing the
community at large how People with Disabilities can live active, mobile lifestyles, and raise awareness of
the mobility solutions available in the local community;

WHEREAS, the goal of the Texas Department of Housing and Community Affairs (“the
Department”) is to ensure that all Texans have access to safe and decent affordable housing;

WHEREAS, it is the policy of the Department to support equal housing opportunities in the
administration of its all its Single Family and Multifamily Programs, especially in regards to People with
Disabilities accessing new home construction, home rehabilitation, housing vouchers, and rental
assistance programs and services;

WHEREAS, this year, the Department is celebrating 7 years of offering the Amy Young Barrier
Removal Program, named in honor of the late advocate for Texans with Disabilities who helped shape
the state-funded program to improve the quality of life for People with Disabilities throughout the
State of Texas;

WHEREAS, the Amy Young Barrier Removal Program provides one-time grants of up to $20,000 for
Persons with Disabilities, both renters and homeowners earning up to 80% of the Area Median Family
Income, who need home modifications to increase accessibility and eliminate hazardous conditions in
their homes;

WHEREAS, since 2010, the Amy Young Barrier Removal Program has completed approximately
$16.8 million worth of accessibility modifications on approximately 880 homes of Texans with
Disabilities, such as constructing roll-in showers, installing shower wands and lever faucets, widening
doorways, modifying kitchens and laundry rooms with accessible cabinetry and appliances, building
ramps, and improving walkways with handrails, paving, and lighting to accommodate program
participants' specific needs;

WHEREAS, the Department applauds the approximately 25 nonprofit organizations and local
governments around the state who are Amy Young Barrier Removal Program Administrators who
advocate for improving mobility and longevity of their clients through quality construction, pragmatic
solutions and compassionate service; and

WHEREAS, the Department encourages Texans to explore the numerous TDHCA programs and
resources related to increasing and maintaining mobility during National Mobility Awareness Month
and throughout the year;

NOW, therefore, it is hereby

RESOLVED, that in the pursuit of the goal and responsibility of increasing mobility opportunities of
Texans with Disabilities, the Governing Board of the Texas Department of Housing and Community
Affairs, does hereby celebrate May 2017 as National Mobility Awareness Month and encourages all
Texas individuals and organizations, public and private, to join and work together in this observance of
National Mobility Awareness Month.



Signed this Twenty-Seventh Day of April, 2017.

Leslie Bingham Escarefio

Tom Gann

J.B. Goodwin

Timothy K. Irvine, Executive
Director

Juan Munoz
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BOARD ACTION REQUEST
BOARD SECRETARY
APRIL 27, 2017

Presentation, discussion, and possible action on Board meeting minutes summary for January 26, 2017

RECOMMENDED ACTION

Approve the Board meeting minutes summary for January 26, 2017

RESOLVED, that the Board meeting minutes summary for January 26, 2017, is hereby
approved as presented.




Texas Department of Housing and Community Affairs Governing Board
Board Meeting Minutes Summary
January 26, 2017

On Thursday, the twenty-sixth day of January 2017, at 9:00 a.m., the regular meeting of the Governing
Board (“Board”) of the Texas Department of Housing and Community Affairs (“TDHCA” or the
“Department”) was held in Room 1-111, William B. Travis Building, 1701 Congress Ave., Austin, Texas.

The following members, constituting a quorum, were present and voting:

J. Paul Oxer

e Dr. Juan Mufioz

e Leslie Bingham-Escarefio
e Tom H. Gann

e J.B. Goodwin

J. Paul Oxer served as Chair, and James “Beau” Eccles, TDHCA General Counsel, served as secretary.

The Board unanimously approved a resolution commemorating February 2017 as Black History Month in
Texas.

1) Following public comment (listed below), the Board unanimously approved the Consent Agenda.

e Snowy Voice, Creek Nation of Oklahoma, thanked TDHCA for Community Services Block Grant
(“CSBG”) award to the Urban Inter-Tribal Center of Texas

2) Action Item 3(a) — Report on allegations of a “cover up” at the Hidalgo County Community Service
Agency (“Hidalgo) — was presented by Patricia Murphy, TDHCA Chief of Compliance. The Board heard
the report, listened to public comment (listed below), and took no action.

e Jaime Longoria, Hidalgo County Community Service Agency, provided additional information on
the agenda item.

3) Action Item 3(b) — Report on 2018 Qualified Allocation Plan (“QAP”) Project — was presented by Marni
Holloway, TDHCA Director of Multifamily Finance. The Board heard the report and took no action.

4) Action Item 3(c) — Report on the submission of National Housing Trust Fund Allocation Plan to the
U.S. Department of Housing and Urban Development (“HUD”) — was presented by Ms. Holloway with
additional information from Tim Irvine, TDHCA Executive Director. The Board heard the report and took
no action.

5) Action Item 4(a) — Presentation, Discussion and possible action on approval of the Internal Audit
Charter — was presented by Mark Scott, TDHCA Director of Internal Audit. The Board unanimously
approved staff recommendation to approve the charter.



6) Action Item 4(b) — Presentation and discussion of SAO reports — was presented by Mr. Scott with
additional information from Mr. Irvine and David Cervantes, TDHCA Chief Financial Officer. Following
public comment (listed below), the Board unanimously approved staff recommendation to accept the audit
reports.

o Hillary Eckford, State Auditor’s Office, provided information on the agenda item.
e Philip Stringer, State Auditor’s Office, provided information on the agenda item

7) Action Item 4(c) — Internal Audit review of Compliance Monitoring — was presented by Mr. Scott. The
Board heard the review and took no action.

8) Action Item 4(d) — Report on the meeting of the Audit Committee — was presented by Mr. Scott. The
Board heard the report and took no action.

9) Action Item 4(e) — Presentation and Discussion of the Internal Audit Self Assessment for Peer review —
was presented by Mr. Scott. The Board heard the report and took no action.

10) Action Item 5 — Presentation, Discussion, and Possible Action on recommendation to debar Ebenezer
Anene for a period of ten years — was presented by Ms. Holloway acting in her capacity as Chair of the
TDHCA Enforcement Committee. The Board unanimously approved staff recommendation to debar
Ebenezer Anene for a period of ten years.

11) The Board took no action on Action Item 6 — Presentation, Discussion and Possible Action regarding
Amendments to HOME Direct Loan Terms for #13232 Pine Lake Estates, Nacogdoches — as it was pulled
from the agenda.

12) Action Item 7(a) — Presentation, Discussion, and Possible Action regarding an exemption under 10
TAC §10.101(a)(2) for 2017 Housing Tax Credit (“HTC”) Application #17010 Baxter Lofts — was presented
by Ms. Holloway. Following public comment (listed below), the Board unanimously approved staff
recommendation to approve the exemption.

o Sally Burchett, consultant for Baxter Lofts, testified in support of staff recommendation

13) Action Item 7(b) — Presentation, Discussion, and Possible Action regarding an exemption under 10
TAC §10.101(a)(2) for 2017 Housing Tax Credit (“HTC”) Application #17255 Trinity Oaks Apartments —
was presented by Ms. Holloway. The Board unanimously approved staff recommendation to approve the
exemption.

14) Action Item 7(c) — Presentation, Discussion, and Possible Action regarding a Request for Rural
Designation under 10 TAC 810.204(5) — was presented by Ms. Holloway. Following public comment (listed
below), the Board unanimously approved staff recommendation to deny the request.

e Ginger McGuire, Rural Rental Housing Association of Texas, provided general comments on the
agenda item.

15) Action Item 7(d) — Presentation, Discussion and Possible action regarding a request for waiver of rules
for Bishop Court, HTC#16049 — was presented by Ms. Holloway. The Board unanimously approved staff
recommendation to approve the waiver request.



16) Action Item 7(e) — Presentation, Discussion, and Possible Action regarding a material amendment to
the Housing Tax Credit (“HTC”) Application of Bishop Courts in Bishop HTC #16049 — was presented by
Ms. Holloway. The Board unanimously approved staff recommendation to approve the amendment
request.

17) Action Item 7(f) — Presentation, Discussion, and Possible Action on a waiver relating to 10 TAC
810.101(b)(5) concerning Common Amenities associated with multifamily applications submitted under the
2017 program year — was presented by Ms. Holloway. The Board unanimously approved staff
recommendation to approve the waiver.

18) The Board unanimously adopted a resolution by acclaim recognizing Chairman Oxer’s achievements as
board chair and thanking him for his service as this meeting was his last in that role.

Except as noted otherwise, all materials presented to and reports made to the Board were approved,
adopted, and accepted. These minutes constitute a summary of actions taken. The full transcript of the
meeting, reflecting who made motions, offered seconds, etc., questions and responses, and details of
comments, is retained by TDHCA as an official record of the meeting.

There being no further business to come before the Board, the meeting adjourned at 11:00 a.m. The next
meeting is set for Thursday, February 28, 2017.

Secretary

Approved:

Chair
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 27, 2017

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Order
concetning Oakridge Apartments (HT'C 93159 / CMTS 1189)

RECOMMENDED ACTION

WHEREAS, Oaktidge Apartments (HTC 93159 / CMTS 1189), owned by
Ahouramazda, LLC (“Ownet”), has uncotrected compliance findings relating to the
applicable land use restriction agreement and the associated statutory and rule
requirements;

WHEREAS, representatives of Owner have attended multiple informal conferences
and signed a prior Agreed Final Order in 2016;

WHEREAS, Owner complied with the requirements of the prior Agreed Final
Otdet, paying a partial penalty of $500 and cotrecting all Uniform Physical
Condition Standards (“UPCS”) violations;

WHEREAS, TDHCA identified new file monitoting violations that were not timely
resolved and were referred to the Enforcement Committee for an administrative

penalty;

WHEREAS, on February 28, 2017, Owner’s representatives participated in an
informal conference with the Enforcement Committee and agteed, subject to Board

- approval, to enter into an Agreed Final Order assessing an administrative penalty of
$7,700, with $5,000 to be paid in monthly installments of $1,000 beginning
July 1, 2017, and ending November 1, 2017, and the remaining $2,700 to be forgiven
if all violations ate resolved as specified in the Agreed Final Order on or before July
1, 2017; :

WHEREAS, unresolved compliance findings include a written tenant selection
ctitetia violation, a violation for failure to have an affirmative marketing plan and
evidence of outteach matketing, a utility allowance violation, an annual eligibility
certification violation for one unit, 2 household income violation for one unit, and a
lease notice violation; and

WHEREAS, staff has based its recommendations for an Agteed Final Order on the
Depattment’s rules for administrative penalties and an assessment of each and all of
the statutory factors to be considered in assessing such penalties, applied specifically
to the facts and circumstances present in this case;




NOW, therefore, it is hereby

RESOLVED, that an Agreed Final Order assessing an administrative penalty of
$7,700, subject to partial forgiveness as outlined above for noncompliance at
Oakridge Apartments, substantially in the form presented at this meeting, and
authotizing any non-substantive technical cotrections, is hereby adopted as the order
of this Board. ‘

BACKGROUND

Ahouramazda, LLC (“Ownet”) is the owner of Oakridge Apartments (“Propetty”), a low mcome
apattment complex composed of 46 units, located in Dallas County. Records of the Texas Secretary
of State list Claudia Amini as the manager of Ahouramazda, LLC. The propetty is also associated
with Ramin Amini. The property is managed internally by Ahouramazda, LLC, with Hector M.
Molina as the onsite property manager.

The Property is subject to a Land Use Restriction Agreement (“LURA”) signed by a prior owner in
1995 in consideration for an annual housing tax credit allocation in the amount of $34,726 to
rehabilitate and operate the Property. Current owner acquired the property and signed an
Agreement to Comply in 2010.

Owner was fitst referred for an administrative penalty in 2013 for Uniform Physical Condition
Standards (“UPCS”) and reporting violations. That referral was closed with a warning letter upon
full correction. Owner was referred again in 2016 for UPCS violations identified during a
subsequent inspection. No corrections were submitted to Compliance in response to the inspection
letter and no cotrections were submitted to Legal in response to the informal conference notice.
The Committee met with the owner on January 26, 2016, and the Board approved an
Agreed Final Otder calling for a $1,000 penalty, with $500 payable at signing, and the remaining
$500 to be forgiven if complete cortections were made within 30 days. All violations were resolved
and the penalty case was closed, but the Enforcement Committee was awate that a file monitoring
teview had just been completed, and gave Owner three specific recommendations to ensure future
compliance:

1. Reply to emails from the Department;
2. Ensure that a reply was timely uploaded to CM1S for the 2016 file monitoting review; and

3. Attend TDHCA training courses, including First Thursday Income Eligibility Training and
HTC Comphiance Training,

Ownet ignoted all three recommendations. Both the Owner and Property Manager continued to
ignore TDHCA cotrespondence, they did not upload a reply to CMTS for the 2016 file monitoring
teview, and they did not attend training. Owner has now been referred for a penalty for failure to
resolve the 2016 file monitoring violations.

The following compliance violations identified during the 2016 file monitoring review were referred
for an administrative penalty and have been resolved:

1. Failure to provide pre-onsite documentation;
2. Failure to provide Tenant Rights and Resources Guide to units 106, 214, 216, and 222;




3. Tailure to provide Fair Housing Disclosure Notice to unit 203; and
4. Failure to provide Notice of Amenities and Setvices to unit 203;

The following compliance violations identified during the 2016 file monitoring review were referred
for an administrative penalty and are untresolved:

1. Failure to maintain written policies and procedutes, including tenant selection ctiteria;

2. Failure to maintaimn an Affirmative Marketing Plan and evidence of associated marketing
efforts;

3. Failure to calculate and implement an updated utility allowance;

4, Failure to collect an Annual Ehgib]hty Certification for unit 122 for the years 2013 through
2016;

5. Household income violation for unit 216. This household was above the income limit upon
initial occupancy on June 5, 2015, and the violation was repeated when the lease was
renewed in 2016 despite notice from TDHCA that the household was above the income
limit;

6. Lease violations relating to failure to provide and execute required notices, including failure
to post the Tenant Rights and Resources Guide in a common area in the office;

Property manager attended an informal conference with the Enforcement Committee on February
28, 2017. Propetty manager did not have written authotization to make binding decisions on behalf
of Ownet. The Enforcement Committee contacted Owner by phone, but there was no response.
Although the Department is required to offer an informal conference, an Owner is not required to
attend. The Committee received no prior notice that the Owner would not be attending and Owner
had not requested rescheduling, so the informal conference was held with only the mitigating
statements provided by the property manager. Owner later contacted the Legal division and
tequested a repayment plan, which was approved by the Committee and incorporated into the
recommendation being presented to the Board. Owner has agreed to sign an Agreed Final Order
with the following terms:

1. A $7,700 administrative penalty, subject to pattial forgiveness as indicated below;

2. Owner must submit a $5,000 portion of the administrative penalty in monthly installments
of $1,000, beginning July 1, 2017 and ending November 1, 2017;

3. Ownet must cotrect the file monitoring violations as indicated in the Agreed Final Order,
and submit full documentation of the corrections to TDHCA on or before

July 1, 2017,

4. Property managet must attend First Thursday Income Eligibility Training, then provide
copies of completion certificates to TDHCA, on or before
July 1, 2017,

5. If Owner complies with all requirements and addresses all violations as required, the
temaining administrative penalty in the amount of $2,700 will be forgiven; and

6. If Owner violates any provision of the Agteed Final Order, the remaining administrative
penalty in the amount of $2,700 will immediately come due and payable.

Consistent with direction from the Department’s Enforcement Committee, a probated and, upon
successful completion of probation, partially forgivable administrative penalty in the amount of




$7,700 is recommended. This will be a repottable item of consideration under previdus participation
for any new awatd to the principals of the owner.




BEFORE THE
TEXAS DEPARTMENT OF
HOUSING AND
COMMUNITY AFFAIRS

ENFORCEMENT ACTION AGAINST
AHOURAMAZDA, LLC WITH
RESPECT TO
OAKRIDGE APARTMENTS
(HTC FILE # 93159 / CMTS # 1189)

L) ) ) L) ) LA Ly

AGREED FINAL QORDER

General Remarks and official action taken:

On this 27" day of April, 2017, the Governing Board (“Board”) of the Texas Depattment of
Housing and Community Affairs (“TDHCA” or “Depattment”) considered the matter of whethet
enforcement action should be taken against AHOURAMAZDA, LLC, a Texas limited Liability

company {“Respondent”).

This Agreed Order is executed pursuant to the authority of the Administrative Procedute Act
(“APA”), Tex. Gov’t Code §2001.056, which authorizes the informal disposition of contested cases.
In a desite to conclude this matter without further delay and expense, the Board and Respondent
agtee to resolve this matter by this Agreed Final Otder. The Respondent agtees to this Order for
the purpose of tesolving this proceeding only and without admitting or denying the findings of fact

and conclusions of law set ocut in this Order.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order:

WAIVER

Respondent acknowledges the existence of their right to request a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
order as provided by Tex. Gov’t Code § 2306.047. Pursuant to this compromisc and settlement, the .
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT
[urisdiction:
1. During 1995, Beverly Pattmers Ltd ( “Prior Owner”) was awarded an allocation of Low

Income Housing Tax Credits by the Board, in an annual amount of $34,726 to build and
operate Oakridge Apartments (“Property”) (HTC file No. 93159 / CMTS No. 1189 /
LDLD No. 426).

2. Pror Owner signed a land use restriction agreement (“LURA™) regarding the Propetty. The
LURA was effective November 9, 1995, and filed of record at Volume 96008, Page 0953 of
the Official Public Records of Real Propetty of Dallas County, Texas (“Records™).
In accordance with Section 2 of the LURA, the LURA is a restrictive covenant/deed

Page 1 of 23




4.

restriction encumbering the property and binding on all successors and assigns for the full
term of the LURA.

Respondent took ownership of the Property and signed an agreement with TDHCA to
assume the duties imposed by the LURA and to comply fully with the terms thereof
(Agreement to Assume and Comply), effective February 17, 2010, and filed the same in the
Records at Document Number 2010000041489, thereby further binding Respondent to the
terms of the LURA.

Respondent is subject to the regulatory :iuthority of TDHCA.

Compliance VViolationy :

5.

Property has a history of violations and previously signed an Agreed Final Order on
March 19, 2016, agreeing to a $1,000 Administrative Penalty, of which $500 was to be paid
at signing and the remaining $500 was to be fully forgivable provided that Respondent
submitted full corrective documentation to resolve all Uniform Physical Condition Standards
(“UPCS”) violations by Match 28, 2016. Respondent paid the $500 administrative penalty
and submitted full cotrections as required.

An on-site monitoring review was conducted on January 28, 2016, to determine whether
Respondent was in compliance with LURA requitements to lease units to low income
houscholds and maintain records demonstrating eligibility. The monitoring review found
violations of the LURA and TDHCA rules. Notifications of noncompliance were sent and a
July 11, 2016, cotrective action deadline was set, however, the following violations were not
corrected before the deadline:

a. Respondent failed to submit pre-onsite documentation, a violation of 10 TAC
§10.607 and §10.618, which frequire all developments to submit necessary
documentation as requested in preparation for an upconing monitoring review.
The required documentation was submitted on January 17, 2017, 190 days past the
cottective deadline, after an administrative penalty informal confetence notice was
sent; :

b. Respondent failed to maintain written tenant selection critetia, a violation of 10 TAC
§10.610 (Tenant Selection Criteria, now Written Policies and Procedures), which
requires all developments to establish written tenant selection criteria that mect
minimum TDHCA requitements. A document labeled “Statement of Rental Policy”
was submitted in response to an administrative penalty informal conference notice,
but it did not meet the minimum requirements under the rule;

c. Respondent failed to provide a compliant affitmative marketing plan, a violation of
10 TAC §10.617 (Affirmative Marketing Requirements), which requires
developments to maintain an affirmative marketing plan that meets minimum
tequitements, and to disttibute marketing materials to selected marketing
organizations that reach groups identified as least likely to apply and to the disabled.

' Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at
10 TAC §§ 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation, All past violations remain violations under the current
code and all interim amendments. '
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A plan labeled “Matketing Strategy and Tactics” was submitted in response to an
administrative penalty informal conference notice, but it outlined general marketing
fot the property and did not include any affitmative marketing requitements;

. Respondent failed to properly calculate the utility allowance for the property, a

violation of 10 TAC §10.614 (Utility Allowances), which requites all developments to
establish a utility allowance. A utility allowance was submitted on January 17, 2017,
but it was the utility allowance published by the Dallas County Housing Agency, not
the City of Dallas Housing Authotity. The development is located within the
municipal boundaries of the City of Dallas, and as a result, the Dallas County
Housing Authority is not the applicable organization;

Respondent failed to provide an Annual Eligibility Certifications for unit 122,
a violation of 10 TAC §10.612 (Tenant File Requitements), which requires
developments to annually collect an Annual Eligibility Certification form from each
household. Unit Status Reports indicate that the household occupied the unit in
2009. The last Annual Eligibility Certification observed in the file was from 2012;

Respondent failed to provide documentation that household incomes were within
prescribed limits upon initial occupancy for unit 216, a violation of 10 TAC §10.611
(Determination, Documentation and Cettification of Annual Income) and Section 4
of the LURA, which require screening of tenants to ensure qualification for the
progtam. Pay stubs in the file duting the onsite review showed that the household
occupying the unit on June 5, 2015, did not qualify at move-in. The same household
signed a2 Tenant Rights and Resources Guide Acknowledgment on
February 20, 2017, the date suggesting that this lease was renewed after TDHCA
notified Respondent that the household was over income. This was later confirmed
by the property manager;

Respondent failed to post a laminated copy of the Tenant Rights and Resources
Guide in a common area of the leasing office, a violation of 10 TAC §10.613 (Lease
Requirements), which requites ownets to post a laminated copy of the Guide in a
common area of the leasing office and provide a copy to each household during the
application process and upon any subsequent change to common amenities, unit
amenities, or services. A photograph of the Tenant Rights and Resources Guide
taped to a door was submitted, but the required certification has not been submitted;

- Respondent failed to provide a Tenant Rights and Resoutces Guide and get a signed

Acknowledgment for units 106, 214, 216, and 222, a violation of 10 TAC §10.613
(Lease Requirements), which requires ownets to post a laminated copy of the Guide
in a2 common area of the leasing office and provide a copy to each household during
the application process and upon any subsequent change to common amenities, unit
amenities, ot services. The required form was submitted for units 106, 214, 216, and
222 on February 22, 2017, 226 days past the corrective deadline, after an
administrative penalty informal conference notice was sent;

Respondent failed to provide the Fair Housing Disclosure Notice for unit 203, a
violation of 10 TAC §10.612 (Tenant File Requitements), which, at the time of
move-in for this unit during 2014, required all developments to provide prospective
houscholds with a fair housing disclosure notice within a cettain time petiod. This
form has since been combined with the Notice of Amenities and Setvices into a




replacement document called a “Tenant Rights and Resources Guide”, which also
has not been provided. The tequited form was submitted on February 22, 2017, 226
days past the corrective deadline, after an administrative penalty informal conference
notice was sent; and

J-  Respondent failed to provide a Notice of Amenities and Services to unit 203, a
violation of 10 TAC §10.613 (Lease Requirements), which, at the time of move-in
for this unit during 2014, required owners to provide to each household, at the time
of execution of an initial lease and whenever there was a’subsequent change in
amenities and services, a notice describing those amenities and services. This form
has since been combined with the Fair Housing Disclosure Notice into a
teplacement document called a “Tenant Rights and Resources Guide”, which also
has not been provided. The required form was submitted on February 22, 2017, 226
days past the corrective deadline, after an administrative penalty informal conference
notice was sent.

7. The following violations remain outstanding at the time of this order:
Written tenant selection critetia violation described in FOF #6.b;
b. Affirmative marketing plan violation described in FOF #6.c;
c. Utlity allowance violation described in FOF #6.d;
d. Annual Eligibility Certification viclation described in FOF #6.¢;
e. Household income violation described in FOF #6.f; and

f. Lease notice violation described in FOF Ho.g.

CONCLUSIONS OF 1AW

1. The  Department  has  jurisdicion over  this  matter  pursuant  to
Tex. Gov’t Code §§2306.041-.0503 and 10 TAC §2.

2. - Respondent is a “housing sponsot” as that term is defined in Tex. Gov't Code
§2306.004(14).

3. Pursuant to TRC §42(m)(1)(B)(iii), housing credit agencies are required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

4. Respondent violated 10 TAC §10.607 and §10.618 in 2016, by not submitting pre-onsite
documentation in preparation for an onsite monitoring review;

5. Respondent violated 10 TAC §10.610 in 2016, by not maintaining written tenant selection
criteria meeting TDHCA requirements;

6.  Respondent violated 10 TAC §10.617 in 2016, by failing to provide a complete affirmative
marketing plan and maintain evidence of outreach marketing efforts;
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10.

11.

12.

13.

14,

15.

16.

17.

Respondent violated 10 TAC §10.614 in 2016, by failing to propetly calculate a utility

allowance;

Respondent violated 10 TAC §10.612 between 2013 and 2016, by failing to collect Annual
Eligibility Certifications for unit 122.

Respondent violated 10 TAC §10.611 and Section 4 of the LURA in 2015 by failing to
provide documentation that household income was within prescribed limits upon initial
occupancy for unit 216. This violation was then repeated in 2016 when the lease was
rencwed. '

Respondent violated leasing tequiiements i 10 TAC §10.613 in 2016, by failing to post a
laminated copy of the Tenant Rights and Resoutces Guide in a common atea of the leasing
office; ' '

Respondent violated leasing requirements in 10 TAC §10.613 in 2015 and 2016, by failing to
provide a Tenant Rights and Resources Guide to units 106, 214, 216, and 222, and have the
households sign an acknowledgment form;

Respondent violated 10 TAC §10.612 in 2014, by failing to execute the Fair Housing
Disclosure Notice duting the apptoptiate titne frame for unit 203;

Respondent violated 10 TAC §10.613 in 2014, by failing to execute the Notice of Amenities
and Services for unit 203;

Because Respondent is a housing sponsor with respect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jurisdiction over Respondent
putsuant to Tex. Gov't Code §2306.041 and §2306.267.

Because Respondent is a housing sponsor, TDHCA may order Respondent to petform ot
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA are patties, pursuant to
Tex. Gov’t Code §2306.267.

Because Respondent has violated rules promulgated putsuant to Tex. Gov't Code §
2306.053 and has violated agreements with the Agency to which Respondent is a patty, the
Agency may impose an administrative penalty putsuant to Tex. Gov’t Code §2306.041.

An administrative penalty of $7,700 is an appropriate penalty in accordance with
10 TAC §2.
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Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’'t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Department
of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount
of $7,700, subject to deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby ditected to pay a $5,000
portion of the assessed administrative penalty in monthly installments of $1,000 each, by cashier’s
check payable to the “Texas Depattment of Housing and Community Affairs®, with the first
payment due on July 1, 2017 and the final payment due on November 1, 2017.

IT IS FURTHER ORDERED that the property manager at Oakridge Apartments shall attend
First Thursday Income Eligibility Training offered by TDHCA, and submit a completion certificate
to the Department on or before July 1, 2017.

IT IS FURTHER ORDERED that Respondent shall fully correct the file monitoring violations
as mndicated in the attachmments and submit full documentation of the corrections to TDHCA on or
before July 1, 2017.

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agteed Final Ordet, cottecting all violations as required, the satisfactory
petformance under this order will be accepted m lien of the remaining assessed administrative
penalty in the amount of $2,700, and that remaining amount of the administrative penalty will be
deferred and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions ot otherwise
violates any provision of this order, or the property is sold befote the terms and conditions of this
Agreed Final Otder have been fully satisfied, then the remaining administrative penalty in the
amount of $2,700 shall be due and payable to the Department, and the Department shall send
witten notice to Respondent that it has violated a provision of this Ordet. Such payment shall be
made by cashier’s check payable to the “Texas Depattment of Housing and Community Affairs”,
to be paid as follows, cither: (1) a lump sum to be paid on or before November 1, 2017,
(2) 2 sum added to the ongoing monthly installments such that the full payment of the entire penalty
is made on or before November 1, 2017, or (3) the property closing date if sold before
November 1, 2017.

[remainder of page intentionally blank]
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IT IS FURTHER ORDERED that cottective documentation must be uploaded to the
Compliance Monitoring and Tracking System (“CMTS”) by following the insttructions at this link:
http:/ /www.tdhca.state tx.us/pmedocs /CMTSUserGuide-AttachingDocs pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman(@tdhca state.tx.us to inform
her that the documentation i1s teady for review. Penalty payments must be submitted to the
following address:

If via ovetnight mail (FedEx, If via USPS:

UPS): :

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E 11* St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the j:equirements of
10 TAC §10.406, a copy of which is included at Attachment 4, and obtain approval from the
Department prior to consummating a sale of the property, if contemplated.

IT IS FURTHER ORDERED that the terms. of this Agreed Final Order shall be published on
the TDHCA website.

[Remainder of page intentionally blank]
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Approved by the Governing Board of TDHCA on April 27, , 2017,

By:
Name: Leslie Binocham-Escarefio
Title: Vice Chair of the Board of TDHCA

By: .
Name: James “Beau” Fccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §
§
COUNTY OF TRAVIS  §

Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
Leslie Bingham-Tscarefio, proved to me to be the person whose name is subsctibed to the foregoing
instrument and acknowledged to me that he exccuted the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
James “Beau” Eccles, proved to me to be the person whose name is subsctibed to the foregoing

instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas
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STATE OF TEXAS §
§
COUNTY OF §
BEFORE ME, , a notary public in and for the State of , on
this day petsonally appeared , known to me or proven to me through

to be the person whose name is subsctibed to the fotegoing instrument, and
acknowledged to me that (he/she) executed the same for the purposes and consideration therein
expressed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. T hoid the office of for Respondent. 1 am the authotized representative
of Respondent, owner of the Property, which is subject to a Land Use Restriction Agteement
monitored by the TDHCA in the State of Texas, and I am duly authotized by Respondent to
execute this document.

3. Respondent knowingly and voluntarily enters into this Agreed Final Otdet, and agrees with and
consents to the issuance and service of the foregoing Agreed Otder by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:

AHOURAMAZDA, LLC, a Texas limited liability company
By:
Name:
Title:

Given under my hand and seal of office this day of , 2017.

Signature of Notary Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF
My Commission Expires: '
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Attachment 1

File Monitoting Violation Resources and Instructions

1. Refet to the following link for all references to the rules at 10 TAC §10 that are referenced
below:

http:/ / texree.sos.state. oe.us/ public /readtacSext. View LA CPrac view=58t=108&pt=18ch=10&sch=F&l=Y

2. Refer to the following link for copies of forms that are referenced below:
http:/ /wwrer.tdhca state. tx.us /pmcomp/ forms.htm
3. Technical support and training presentations ate available at the following links:

Income and Rent Limits: http:/ /werw.tdhca.state.ts.us /pmeomp /irl /index.htm
Utility Allowance: http:/ /www.tdhca.state.tx.us/pmcomp /utility-allowance.him
Affirmative Marketing: http://www.tdhca.state.tx.us/pmcomp/ p_resentéﬁons Jitm
Tenant Selection Critetia: hitp://www.tdhca state tx.us/pmeomp/presentations.htm

Online Reporting; http:/ /www.tdhca.state.tx.us/pmcomp/teports.him

FAQ’s: http:/ /wrerw.tdhca.state.tx.us /pmcomp/ compFags.htm

4, All corrections must be submitted via CMTS: See link for steps to upload documents

http://www.tdhca.state.tx.us/ pmedocs/ CMTSUserGuide-AttachingDocs.pdf.

5. Important notes -
i. Do not backdate any documents listed below.

il. A transfer of a qualifted household from another unit is not sufficient to cortect any
findings. If there is a tenant income certification or household income above limit
violation, a transfer from another unit will simply cause the finding to transfer to that
unit.

6. Written policies and procedures — Respondent submitted wtitten policies labeled “Statement
of Rental Policy”, however, that document was incomplete.

How to prepate compliant criteria; Prepare updated written policies and procedutes addressing
all requirements at 10 TAC §10.610. Staff recommends using that rule as a checklist. A webinar
presentation is available at: hitp://www.tdhca.state.tx.us/pmecomp /presentations.htm. A cheat
sheet for further vetification is available at http://www.tdhca.state.tx.us/pmedocs /15-AOCR-
TSC.pdf, however, please note that the cheat sheet was only published as an aide for annual
reporting and, as such, should not be relied upon as a primary resoutce; you ate required to
follow all requitements of the rule.

What to submit: Once your written policies and procedures are complete, the ownet must
teview the criteria, then sign and upload to CMTS the applicable Owner Certification included at
Attachment 2.
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6. Lease violations, including Tenant Rights and Resources Guide, Fair Housing
Disclosure Notice, and Notice of Amenities and Setvices.

What to submit: The owner must review the applicable Owner Cettification at Attachment 2,
verify that all requirements described by the certification have been met, then submit a signed
Owner Certification via CMTS.

7. Affitmative marketing plan —

What is affirmative inarketing and _information regarding frequent problems obsetved:

Respondent submitted a document labeled “Marketing Strategy and Tactics”, however, it was a
general marketing strategy, and did not include any affirmative marketing requirements.
First read the rule at 10 TAC §10.617, then watch the webinar at

www.tdhca.state.tx.us/pmcomp /presentations.htm to gain a general understanding
regarding affirmative marketing. Next, review the following list of frequent problems observed,
which include, but are not limited to:

- Notusing HUD Form 935.2A;

- Not cotrectly identifying populations “least likely to apply”. In genetal, those
populations that are least likely to apply mught include: African Americans, Native
Americans, Alaskan WNatives, Asians, Native Hawaiians, Other Pacific Islanders,
Caucastans (non-Hispanic), Hispanics or latinos, families with children, and the
disabled. Analysis is required to determine which of these groups arc least likely to
apply;

- Not affirmatively marketing to the disabled. All properties must market to the disabled
population;

- Not correctly identifying organizations that are specifically associated with groups
identified as “least likely to apply”. For example, marketing to the Housing Authotity or
placing ads in Craigslist would be considered general matketing, not affirmative
marketing, because both setve all persons living in the area;

- Not including evidence of special outreach efforts, such as marketing letters, to those
“least likely to apply” populations through specific media, organizations, ot
community contacts that work with “least likely to apply” populations ot work in ateas
where “least likely to apply” populations live;

- Not including a sentence in English and Spanish in the outreach matketing matetials that
prospective tenants can access if reasonable accommodations are needed to complete the
application process; and

Steps to complete affirmative matketing plan:
a. Identify the appropriate housing market in which outreach efforts will be made;

b. Determine the groups that are least likely to apply. The Affirmative Matketing Web
Tool referenced at 10 TAC §10.617(d)(5) to determine gtoups that are least likely to
apply 1is available online at: http://www.tdhca.state.tx.us/pmcomp/forms.htm.
The groups curently identified by the tool are Petsons with Disabilities, White,
Not Hispantc, and Asian. Persons with disabilities must always be selected as a group
least likely to apply. You must run the Tool youtself to ensute that the data remains the
same. If you use this Tool and save a copy with your Plan, you may rely upon its results.
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Alternatively, you may perform your own analysis to determine groups that are
considered least likely to apply, but you must perform and document a reasonable
analysis by which those groups wete identified.

Identify specific organizations, media, and community contacts in the housing market to
send marketing outreach materials. The organizations must specifically reach those
groups designated as least likely to apply, including organizations that assist persons with
disabilities. For example, a local housing authotity serves the general public, not a
specific racial ot ethnic demographic; therefore, marketing to the housing authority is
not generally considered affirmative marketing umfess you are requited to market to the
White or Not-Hispanic populations, in which case more general marketing of this type
would be acceptable to market to those groups. An Asian Chamber of Commetce or
local Asian publication could be an avenue to market to the Asian population if that
group is identified as one that is least likely to apply. Similatly, local groups that focus on
helping the mentally disabled, physically disabled, disabled veteran affairs groups, etc,
could be a way to market to the disabled community. Some examples of groups that
focus on the disabled: Easter Seals, United Cerebtal Palsy, American Council of the
Blind, The Blinded Veterans Association.

Complete and execute an affirmative matketing plan using any version of HUD Form
935.2A, including the groups and organizations identified above;

Comply with all requitements of 10 ‘TAC §10.617, which we recommend using as a
checklist;

Send matketing outreach materials to the identified organizations, ensuring that said
marketing materials comply with all requirements of 10 TAC §10.617. Remember that
10 TAC §10.617(£)(5) requires marketing materials to include the Fait Housing Logo and
give contact information that prospective tenants can access if reasonable
accommodations are needed in order to complete the application process. This contact
information sentence must include the tetms “reasonable accommodation” and must be
in English and Spanish. Here is a sample of an acceptable sentence recently included in
marketing materials from another property: “Individuals who need to request a reasonable
accommodation to complete the application process should contact the apariment manager at XXX-
XXX-XXXX.  Personas con discapacidad que necesitan solicitar un acomodacion ragoriable para
completer el proceso de aplicacion deben comunicarse con el Administrador del apartment al XXX-
XXX XXXX”

Maintain all documentation in your files for future review.

What to submit: Once your Affirmative Marketing Plan a#d outreach materials are complete, the
owner must review them, then sign and upload to CMTS the applicable Owner Certification
included at Attachment 2.
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7. Utility Allowance — In January, Respondent submitted a utlity allowance published by the

Dallas County Housing Agency, not the City of Dallas Housing Authority. The development is
located within the municipal boundaries of the City of Dallas, and as a result, the applicable
housing authority is the City of Dallas Housing Authority Their website 15 at
ht‘gp / fororw.dhadal, com and their published utility allowance is currently available at
ht www.dhadal.com/Business /2 /Utlity%20Alowances.

What to submit: Calculate a utility allowance in accordance with 10 TAC §10.614 and submit a
copy of the new utility allowance via CMTS. Also submit the development’s updated Unit Status
Repott to demonstrate that the utility allowance has been implemented. Rent will be tested
development-wide once the proper allowance is implemented, and any tesulting noncompliance
will be cited at that time and provided a separate cotrective action period of 90 days.

For more mformatlon see http:/ [www.tdhca.state.tx.us[pmcomp[uﬂhg{-allowance.htm

8. Tenant file violations for units 122 and 216:

What to submit if the affected households remain in the units:

Unit # 122 Bidg. & 3 BIN # TX9301984

Finding Failure to collect data required by §10.612(b){1) andfor §10.612{(b)(2)

Noncompliance Date 09/23/2013 Current Status Uncomected Correction Date

Reasan Owmers of HTC developments must callect and maintain current data annually on each household that incudes the number

of household members, age, ethnicity, race, disability status, rental amounts and rental assistance (if any). This information
can be collected on the Depariment’s Annual Eligibility Cerlification (AEC) or the Income Certification Form. This household
initialty occupied the unit on September 23, 2008 ard the last AEC form present in the file was execuled on Septamber 10,

2M2.

Cormrective Action Have the household execute either form with the reguired lnformatlon and submit a copy of the form to the Department for

review. Do not backdate the cerification.

Unit # 216 Bldg. # 2 BIN # TX9301983 _

Finding Hougehold income above income fimit upon initia oocupancy / Program Unit not ieased to Low-Income household

Noncompliance Pate 06/06/2016 Current Status Uncomected Correction Date

Reason A household cocupied this unit on June 5, 2015. Paycheck stubs in the fée indicate that the household did not qualify upon
initial occupancy.

Corrective Action If circumstances have changed and the household currently qualifies, then cedtify the househsld under current circumstances

and submit the application, tncome Certification, all documentation of income and assets, and any additionat screening
documentation to the Department for review. If the household cannot be certified under current circumstances, then when the

unit bacomes available, occupy it with an eligible household and submit: tha lease and lease addendums, the rental

application and supplemental rental application, the Income Gertification, all documentation of income and assets, and the

Tenanls Rights and Rasources Guide Acknowtedgement 1o the Depariment for review.

What to submit if circumstances have changed:

Circumstance with respect to units listed | Instruction
above
If unit is occupied by a new qualified | Submit the full tenant file*,

household

If unit is occupied by P nonqualified
household on a month-to-month lease

A. Follow your normal procedutes for terminating residency and
provide a copy of documentation to TDHCA.*¥*

B. As soon as the unit is occupied by a qualified household, you
must submit the full tenant file*. Receipt after 7/1/2017 is

acceptable for this circumstance provided that Requirement A
above is fulfilled. .
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If unit is occupied by a nonqualified
household with a non-expired lease

A, Issue a nonrenewal notice to tenant and provide a copy to

TDHCA.**
B. As soon as the unit is occupied by a qualified household, you

must submit the full tenant file*. Receipt after 7/1/2017 is

acceptable for this circumstance provided that Requirement A
above is fulfilled.

If unit has been vacant more than 30 days

A. Unit must be made ready for occupancy and a letter certifying to
that effect must be submitted to TDHCA.

B. As soon as the unit is occupied by a qualified household, you
must submit the full tenant file*. Receipt after 7/1/2017 is

acceptable for this circumstance provided that Requitement A
above is fulfilled. '

If unit has been vacant /s han 30 days

A, If unit is ready for occupancy, a letter certifying to that effect
must be submitted to TDHCA.

B. If unit is not ready for occupancy, submit a letter to TDHCA
including details regarding work that is required and when the unit
will be ready for occupancy (no mote than 30 days from the date of
vacancy). '

C. As soon as the unit is occupied by a qualified household, you
must submit the full tenant file¥. Receipt after 7/1/2017 is

acceptable for this circumstance provided that Requirements A and
B above are fulfilled.

*Enil tenant file must include: tenant application, versfications of all sources of income and assets, tenant income certification,
lease, lease addendum, and Tenant Rights and Resources Guide Acknowledgment,

** If a notice of nonrenewal or notice of termination is sent to tenant, ensure that it complies with reguirements of the rule at 10

TAC 10.670()
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Attachment 2

Owner Certifications referenced in Attachment 1

(see atrached)
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Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development Name: _ Qakeidze Apactments CMISID: 1189

The above refecenced Developinent was monitored on 1/25/2016 to determine i the Development is in
compliance with the requirements of the Housing Tax Credit propram. ‘The review resulted in 3 finding of
noncompliznce nader Title 10, Chapeer 10, Suhehapter F related v Compliance Monitoing, §10.610, Written
Policies and Procednres. Please see amached Findings Report for details as to the spectfie poliey/procedne
affected and the season for whick the noncompliance was cited. Update that policyfprocedure as detailad
and sabrat a copy of the updared policy/procedure, with 2 revised effective date a5 required under
the ruie, to support this centification.

Under 10 TAC 52401{c)(1), The Dinaravens mgy dobar auy Regponrili Pargy sbe bar saverinfly o resvaredy siairnst
awy cowditiom Svgoond by e Digtarvamen? iw cowwnrtig 1with the afvinintmstion ¢f o Digsvviawest rogromes, fnuling @ smvendad
or repeatd pvnlimion o @ Sand s oo ayreemen (LUBA} mpordling o deseltoment sywarsed with o« beviop oo mest
alfpeation. Repaated fatwee to comply with the provizions peescetbed in FHAE10 maz be considensd 3 mareial
wiclation of ¢he LTTHA Cwners thay repeatedly and marerially wolate fhetr TR 4s will be reeamemanded fior
debaoment from participation in programs adwmingstered by the Depantment. A copy of 10610 is anacked 1o

EnsE ougoing comphance,
I on behalf of a::ul a doly
anthorized representanve, who is so anthodzed by reason of my position as -]

hereby cemify, as troe and corrsct, that the above referenced aoncompliance ralaed to 510610 has bean
corrected in the manner desedbed and that all cequured wotten policies aod procedwes nader $10.610 are
fally compliant with the mle. If at the nexr onsite seview, theee has not been an ownership wanefer and this
event of noncomplianee is cited again, I nnderstand that the ovner will be recommended for debarment.

Signavace of Anthosized Cromes Reprasentative Date

Wamning: Tifde 1B, Section 100I of the U2, Code sakes it 3 crimingl offenze to muslos willfal flse shatements oo misepresentafions 1o a1y
Bvpartment or Agency in the United States 2= 50 s matter within its risdictios.
Depamber 20186
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Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development Name: _ Qakridos Apaccments CAITS 1D 1159

The above refecenced Development was monitored on 1/25/2016 1o detecmine if the Development = in
compliance with the cequitements of the Homsing Tax Coedit program. The review tesulted in 1 Bnding of
acncomplianee nader Tide 10, Chapter 10, Subehapter F selated to Compliance Monitoring, §10.617,

Abfimatve Marketing Reguicements. Flease see artached Findings Repoct for details a5 to the 5peuﬂc Eason
for which the nonconphiance was cited.

Under 10 TAC §2.401{5)(1), Tée Bgﬂﬂmm mgy debar aupy Reghonsile Paryy who fos srenially or repersedfy violated
Ay R Ww’ &y the Deparroens i conmection mivh 2he Mmmxrmmr# of @ Dhepartorent vrogravy, fucfuding o meerial
or repeated vipkation of o Jand wse rentricon apreensent (ELURA) regarding @ developoment mpported wizh 4 bowring s credit
aliscarion. Repeated fadure to comply with the provisions prescabed in §10.617 may be considered 2 material
wiclation of the LURA. Owners that repeatedly and materially wiolate theis LURAs will be recommended for
debarment from participation in programs administered by the Depattment. A copy of §10.617 is attached to

ensuie ongoing compliance.

I , on behalf of . am a duly amhorired
Tepresentative, who is 50 authorized by £eason of my position
as 10 hereby certify, as true and cocect, that the above referenced

_ soncompliance related to §10.617 has been corrected in the manner described and that 2l reqmired
affirmative marketing requitements nnder §10.617 are flly compliant with the mle. If at the next onsite
seview, there has not been an ownership tansfer and this avent of noscompliance is cited apsia, T nnderstand
that the owner will secommended for debarment.

Signamee of Anthorized Croer Representative Diate

Waming Title 15, Section 1001 of the 17.9. Code emlkes it 2 crininal offerce to ke wilkil filse statemenes or misrepresentatins to

Deparmmient ar Agency in the United States 2= 20 2oar naarter within i jurbsdiction.
TDEECA

fareh 2917
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Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development Name: _ Qakoidge Apartmesss CMTS I 1188

The above refetenced Development was monitared on 1/28/2016 to detecming if the Development is in
compliance with the sequirements of the Honsing ‘Tax Credit peogram. The seview resclted in a finding of
soncompliznee suder Title 10, Chapter 10, Sobchapter F selated to Compliance Monitoring, $10.613(%
whack states:

(%} A Deeselgpmons Gumer shall pose fu 2 rommesw grag of the denring offier & lnavivated cotyr and prsessle anch dowsabols, dhrivy
rhe aptlication process awd woan 4 mbrepsenr chougy fu the ftewer drocribed iy swgratly (20 o sbiv mebreciom, e Sroctume
svavle avatleive By he Digvartoment; -4 Tumans Rights o Reengsrrres Goid, mbich fnhusles:

{1 Dafbrmsarion aiborr Parr Hourigg and tesanr chaice:

{21 Ingbmsasfon repanding comms:s aavemities, nwie awenise, ang sevsdves; aud,

(2] 2 cerzification the o repreromtive of the bovrebold wws g pwsor tu, Smt we wmar b Y20 digve piar s, sbe dnitind Saane
avemtion ackwenlbdainy rveivr of siie Srochire,

(%4 In she evems this Brochare is wor sroviged Mwely or the bousehedd does moy ety do receipn of the Srachare, covrecrion m6 be
achizzed by providing vhe bousebold with 18 Srorbure and raceiving & tipwed cevsgicasion Mhar v war reardowd]

Throngh this certification, Ton hereby certify the Eollowing:
1. Thas a correctly emeonted Tenaur Rights and Resonsees Guide is laminated and posted in a comanon

ared of the leasing office;
2 Al low-income bonsehold: have been provided the Tenaum Rights and Resomeces Guide and
execnted the requized acknowledgement; and, :

3. All fatmee low-income honseholds will be provided the Tenams Rights and Resoncces Gride and
execme the acknowledgement of receipt no mose that 120 dars prior 5o move in .

Under 10 TAC §2.401{e), 2 person shall be recommended for debarment if they control 2 Development that
dngng two sequential monitodng wisits i= fonnd to be out of complance with the lease requirements
descaibed in §10.613. K ar the nest onsite ceview, there has been nor been an ovenegship transfer amd
ncarompliance is assessed foc faillnre 1o execnie required lease provisions, the owners will be recommendad
for debarment from participation in progrums admnistered by the Department. A copy of 510613 i=

attached to ensnre anpoing compliance.
i o bekalf of ' . 20 2 duly anthorized
sepresentative, who is so mthosized by reason of my position as to heseby certify, 35

twae and correct, that the above sefererced noacompliance selated to 10613 has been coerected in the

manner deseobed and that afl sequired lease langwape nader $10.513 is i the loase and lease addendnen 1

fonher certify that 1 noderstand that if this event of tioneompliznee & cited at the nect opzite seview of
. the owner will be secomamended for debarment

Sipnamse of Aunthordzed Chvoer Represagiative Date
Waraing: Tide 15, 3ection 1001 of the U3, Coude mxkes it 2 crimiul offrse o ke wilkfd flze strEments or NEspressatations to
Depmma&gmcyhmtﬁnmm“mmm?mmhimiuﬁdkﬁm
TDFCA
Decemmber 2005
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Attachment 3

Tenant File Guidelines

The following technical support does not represent a complete list of all file requirements and is
intended only as a guide. Onsite manager must attend First Thursday Training in order to get a full

overview of the process. Sign up at hitp:/ [wrwrw.tdhea.state.tx.us / pmcomp / COMPtrain html.
Forms discussed below are available at: http://www.tdhca.state.tx.us/pmcomp/forms.htm.

1. Intake Application: The Department does not have a required form to screen households,
but we make a sample form. available for that purpose. It is requited that households be
screened for household composition, income and assets. Applicants must complete all
blanks on the application and answer all questions. Any lines left intentionally blank should
be marked with “none” or “n/a.” The application must be signed and dated by all adult
houschold members, using the date that the form is actually completed. If you use the The
Texas Apartment Association (TAA) Rental Application, be aware that it does not include all
requirements, but they have a “Supplemental Rental Application for Units Under
Government Regulated Affordable Housing Programs™ that includes the additional
requirements.

2. Xerify Income: Each source of income and asset must be documented for every adult
- household member based upon the information disclosed on the application.
.There are multiple methods:

2. First hand vetifications: Paystubs ot payroll ptint-outs that show gross income. If
you choose this method, ensure that you consistently collect a specified number of
consecutive check stubs as defined in your management plan;

b. Employment Verification Form: Part 1 must be completed by you and signed by
the temant. Part 2 must be completed by the employer.
To prevent fraud, you must submit the fotm ditectly to the employer and must not
allow the tenant to handle it. You should ensure that the petson completing the
employer portion has authotity to do so and has access to all applicable information
in order to verify the employment income. If you receive the verification via mail,
retain the envelope. If you receive it via fax, ensute that the fax stamp is on it;

c. Verification of non-employment income: You must obtain verifications for all
other income sources, such as child support, social security, and/or unemployment
benefits;

d. Telephone Verifications: these ate acceptable on for clarifying discrepancies and
cannot be used as primary form of verification. Include yout name, the date, the
name of the person with whom you spoke, and your signature;

e. Certification of Zero Income: If an adult household member does not tepott any

sources of income on the application, this form can be used to document thotough

- screening and to document the soutce of funds used to pay for rent, utilities, and/or
other necessities.
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3. Verify Assets: Regardless of their balances, applicants must report all assets owned,
including assets such as checking or savings accounts. The accounts are typically disclosed
on the application form, but you must review 2ll documentation from the tenant to ensute
propet documentation of the household’s income and assets. For instance, review the credit
teport (if you pull one), application, pay stubs, and othet documents to ensure that all
information is consistent. Examples of ways to find assets that are frequently ovetlooked:
Review pay stubs for assets such as checking and retirement accounts that the household
may have forgotten to include in the application. - These accounts must also be verified.
Format of verifications: '

a. Under $5000 Asset Certification Form: If the total cash value of the assets owned
by members of the household is less than $5,000, as reported on the Intake
Application, the TDHCA Under $5,000 Asset Certification form may be used to
vetify assets. If applicable, follow the instructions to complete one form pet
household that includes everyone’s assets, even minots, and have all adults sign and
date using the date that the form is actually completed.

b. First hand verifications such as bank statements to verify a checking account.
- Ensure that you use a consistent numbet of consecutive statements, as identified in
yout management plan.

c. 3% party verifications using the TDHCA Asset Verification form.
As with the “Employment Verification Form” discussed above, Part 1 must be
completed by you and signed by the tenant. Part 2 must be completed by the
financial institution. To ptevent fraud, you must submit the form directly to the
employer and must not allow the tenant to handle it. You should ensure that the
petson completing the financial institution’s pottion has authority to do so and has
access to all applicable information in otder to verify the asset(s). If you teceive the
vetification via mail, retain the envelope. If you receive it via fax, ensure that the fax
stamp is on it.

4. Tenant Income Certification Form: Upon vetification of all income and assct sources
disclosed on the application and any additional information found in the documentation
submitted by the tenant, the next step is to annualize the sources on the Income
Cettification Form, add them together, and compare to the applicable income limit for
household size which can be found at htip://www.tdhca.state.tx.us/pmcomp/irl/index htm.
Be sure to include any income detived from assets. The form must include (and be signed
by) each adult household memiber.

5. Lease: Must conform with your LURA and TDHCA requirements and indicate a rent
below the maximum rent limits, which can be found at
http:/ /www.tdhca.state.tx.us/pmcomp/irl/index.htm  When determining the rent, ensure
that the tenanf’s tent, plus the utility allowance, plus any housing subsidies, plus any
mandatory fees, are below the maximum limits set by TDHCA. 10 TAC §10.61 3(a) prohubits
the eviction ot termination of tenancy of low income households fot reasons other than
good cause throughout the affordability petiod in accordance with Revenue Ruling 2004-82.
In addition, 10 TAC §10.613(e) ptohibits HIC developments from locking out or
threatening to lock out any development tesident, o seizing or threatening to seize personal
ptopetty of a resident, except by judicial ptocess, for purposes of petforming necessary
repairs or construction work, ot in case of emergency. The prohibitions must be included in
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the lease or lease addendum. TAA has an affordable lease addendum that has incorporated
this required language. If you are not a TAA member, you can draft a lease addendum using
the requirements outlined above.

6. Tenant Rights and Resources Guide: As of 1/8/2015, the Fair Housing Disclosure
Notice and Tenant Amenities and Services Notice have been replaced by the Tenant Rights
and  Resources Guide, a copy of which is available online at:

http:/ /www.tdhea.state tx.us /pmedocs /FairtHousingDisclosureBooklet.doc.

In accordance with 10 TAC §10.613(k), a laminated copy of this guide must be posted in a
common area of the leasing office. Development must also provide a copy of the guide to
each household during the application process and upon any subsequent changes to the
items described at paragraph b) below. The Tenant Rights and Resources Guide includes:

a) Information about Fair Housing and tenant choice; and
b) Information regarding common amenities, unit amenities, and scrvices.

A representative of the household must receive a copy of the Tenant Rights and Resources
Guide and sign an acknowledgment of receipt of the brochure ptior to, but no more than
120 days ptior to, the initial lease execution date.

In the event that there is a priot finding for a Fair Housing Disclosure Notice, ‘Tenant
Amenities and Services Notice, the Tenant Rights and Resoutces Guide was not provided
timely, or the household does not certify to receipt of the Tenant Rights and Resources
Guide, resolution will be achieved by providing the houschold with the Tenant Rights and
Resoutces Guide and receiving a signed acknowledgment. A copy of the acknowledgment
form is available at: -

http:/ /www.tdhca state.tx.us /pmcdocs/FairtHousingDisclosureSionaturePage.pdf.
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Attachment 4:

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART' 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPIER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(3} Ownetship Transfer Notification. All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, ot exchange of the Development
ot any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
temoval of the general partner by the investment limited partner must be repotted to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other dettimental action that put the Development at tisk of failure, staff
may make a tecommendation to the Board for the debarment of the entity and/ ot its Principals and Affiliates
putsuant to the Department's debarment rule. In addition, a tecord of transfer involving Principals in new
proposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (telating to Previous Participation Reviews), prior to
recommending any new financing or allocation of credits.

(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
ot other partners affiliated with the investment limited partner, ot changes resulting from foreclosure wherein
the lender or financial institution involved in the transaction is the tesulting owner. Any subsequent transfer
of the Development will be required to adhete to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownership of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Ditectot's ptior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be requited to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members ot
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes. ' .
(c) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Fxecutive Director approval, as set forth in subsection (b) of this section) will not be approved ptior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) ot the completion of construction (for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partner,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Osganizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the requirements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Otganization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be 2 Qualified Non-Profit Organization that meets the requitements of §42(h)(5) of the Code and T'exas
Government Code §2306.6706.
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(2) If the LURA requires ownetship or material participation in ownership by a qualified non-profit

otganization, but the Development did not receive Tax Credits putsuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit organization that complies with the
LURA.
(¢) Historically Underutilized Business ("HUB") Otganizations. If a HUB is the general pattner of a
Development Owner and it (i) is being removed as the result of a default under the otganizational documents
of the Development Owner or (i) determines to sell its ownership interest, in eithet case, after the issuance of
8609s, the purchaser of that general partnership interest is not requited to be a HIUB as long as the LURA
does not require such continual ownership or a material LURA amendment is approved. Such approval can
be obtained concurrent with Boatd approval desctibed herein. All such transfers must be approved by the
Board and require that the Board find that:

(1) the selling HUB is acting of its own volition or is bemg removed as the result of a default under the
organizational documents of the Development Owner; ,

(2) the participation by the HUB has been substantive and meaningful, ot would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownetship and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
(fy Documentation Required. A Development Owner must submit documentation tequested by the
Department to enable the Department to understand fully the facts and circumstances that gave tise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Parties;

(3} detailed information describing the expetience and financial capacity of transferees and related patties
holding an ownership interest of 10 percent or greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer-is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day petiod has expired.

(g) Within five (5) business days after the date the Department receives all necessaty information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Departments programs, LURAs and
eligibility under this chapter.

(b) Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(telating to Tax Credit Request and Award Limits), the credit amount will not be applied in citcumstances
described in paragraphs (1) and (2) of this subsection:

(1) in cases of transfers in which the syndicator, investor or limited partner is taking over ownetship of the
Development and not merely replacing the general partner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) yeats
prior to the transfer request date.

(i) Penalties. The Development Owner must comply with any addttlonal documentation requirements as
stated in Subchapter F of this chapter (relating to Compliance Monitoring). The Development Ownet, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be attributable to the new Development Owner unless such ownetship transfer is approved by the
Department.

() Ownership Transfer Processing Fee. The ownership transfet request must be accompanied by
corresponding ownership transfer fee as outlined in §10.901 of this chapter (relating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 27, 2017

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Otder
concerning Autumn Creek (HT'C 70071 / CMTS 906)

RECOMMENDED ACTION

WHEREAS, Autumn Creek, owned by Autumn Apartments, LP (“Owner”), has
uncorrected compliance findings relating to the applicable land use restriction
agreement and the associated statutory and rule requirements;

WHEREAS, representatives of Owner have attended multiple informal conferences
and signed a prior Agreed Final Order in 2013;

‘WHEREAS, an administrative penalty of $3,000 was due under the previous
Agreed Final Order and the $3,000 administrative penalty was paid;

WHEREAS, TDHCA identified new file monitoring violations that were not timely
tesolved and wete referred to the Enforcement Committee for an administrative

penalty; '

WHEREAS, on February 28, 2017, Owner’s representatives patticipated in an
informal conference with the Enforcement Committee and agreed, subject to Board .
approval, to enter into an Agreed Final Order assessing an administrative penalty of
$500, to be forgiven if all violations are resolved as specified in the Agteed Final
Order on ot before May 29, 2017;

WHEREAS, unresolved compliance findings include an Affirmative Marketing Plan
violation and two lease notice violations relating to the Tenant Rights and Resources
Guide; and '

WHEREAS, staff has based its recommendations for an Agreed Final Order on the
Department’s rules for administrative penalties and an assesstnent of each and all of
the statutoty factots to be considered in assessing such penaltics, applied specifically
to the facts and circumstances present in this case;

NOW, therefore, it is hereby

RESOLVED, that an Agreed Final Order assessing an administrative penalty of
$500, subject to full forgiveness as outlined above for noncompliance at
Autumn Creek, substantially in the form presented at this meeting, and authorizing

any non-substantive technical cotrections, is hereby adopted as the order of this
Board.




BACKGROUND

Autumn Apattments, LP (“Owner”) is the owner of Autumn Creek (“Property”), a low income
apartment complex composed of 82 units, located in Dallas County. Records of the Texas Secretaty
of State list the general partner as Wehner Enterprises, LLC, with the following member managers
for that organization: Ryan Wehner, Jordon Wehner, and Adam Wehner. CMTS lists Ryan Wehner
as the primary contact for Owner, and Alicia Motales as primary contact for the management
company. The property is self managed.

The Property is subject to 2 Land Use Restriction Agreement (“LURA”) signed by a prior owner in
1990 in consideration for a housing tax ctredit allocation in the annual amount of $43,020 to
rehabilitate and operate the Property. Cutrent owner acquired the property in 2006 and did not
receive priot Department approval, but the LURA remains in effect per Section 2 of the LURA
which stipulates that its restrictions run with the land. Current owner sighed a LURA amendment in
2015.

Owner was pteviously referred for an administrative penalty for file monitoring and Uniform
Physical Condition Standards (“UPCS”) violations. Their first referral was closed informally when
acceptable cotrections were reccived after working closely with the Compliance Division.
A second referral was closed with an Agreed Final Order approved by the Boatd, calling for 2
$3,000 penalty, with $500 payable at signing and $2,500 to be forgiven if fully acceptable corrections
wete received as tequired by the Order. The Order was violated and the full penalty was paid, but
the violations were ultimately tesolved.

Owner has been referred again, and corrective documentation was submitted to the Compliance
Division by mail on November 17, 2016, four months after the deadline and after the property was
refetted for an administrative penalty. A copy of that submission was uploaded to CMTS on January
3, 2017, and resolved the majority of the tenant file violations, but did not propetly address the
affirmative matketing plan or lease notice violations relating to the Tenant Rights and Resoutces
Guide.

The following new compliance violations identified during 2016 were referred for an administrative
penalty and have been resolved:

1. Utility allowance violation; ‘
2. Lease violations relating to failure to provide and execute required notices, including:

a. Failure to execute the Tenant Rights and Resources Guide Acknowledgment for unit
225; and

b. Tailure to execute the Notice of Amenities and Services for units 108, 117, and 224.

3. Household income violation for unit 103; and
4. Annual Eligibility Certification violations for units 120, 126, 137, 226, and 236.

'The following new compliance violations identified duting 2016 were referred for an administrative
penalty and are unresolved:

1. Failute to maintain an Affitmative Marketing Plan and evidence of associated marketing
efforts.

Affirmative Marketing Plan violation.
3. Lease violations relating to failure to provide and execute requited notices, including:




a. Failure to post the Tenant Rights and Resources Guide in a common atea in the
office; and

b. Failure to execute the Tenant Rights and Resources Guide Acknowledgment for unit
103, a household that has since vacated the unit without signing.

Owner and property manager patticipated in an informal conference with the Enforcement
Committee on February 28, 2017, and provided details to the Committee regarding compelling
personal mitigating circumstances that were determined to be a primaty factor in the repeated
referral. They agreed to sign an Agreed Final Order with the following terms:

1. A $500 administrative penalty, subject to full fotgiveness as indicated below;

2. Owner must correct the file monitoring violations as indicated in the Agreed Final Otder,
and submit full documentation of the corrections to TDHCA on ot before
May 29, 2017;

3. If Owner complies with all requirements and addresses all violations as required, the full
administrative penalty in the amount of §500 will be fotgiven; and

4. If Owner violates any provision of the Agreed Final Otrder, the full administrative penalty
will immediately come due and payable.

Consistent with direction from the Department’s Enforcement Committee, a probated and, upon
successful completion of probation, fully forgivable administrative penalty in the amount of $500 is
recommended. This will be a reportable item of consideration under previous patticipation for any
new award to the principals of the owner.




ENFORCEMENT ACTION AGAINST § BEFORE THE
AUTUMN APARTMENTS, L.P. WITH g TEXAS DEPARTMENT OF
RESPECT TO § HOUSING AND
AUTUMN CREEK APARTMENTS g COMMUNITY AFFAIRS
(HTIC FILE # 70071 / CMTS # 906) §
AGREED FINAL QRDER

General Rematks and official action taken:

On this 27% day of April, 2017, the Governing Board (“Boatd”) of the Texas Department of
Housing and Community Affairs (“IDHCA” ot “Depatttment™) considered the matter of whether
enforcement action should be taken against AUTUMN APARTMENTS, L.P., a Texas limited
partnership ( “Respondent™).

This Agreed Otder is executed pursuant to the authotity of the Administrative Procedure Act

(“APA”), Tex. Gov’'t Code §2001.056, which authorizes the informal disposition of contested cases.

In a desite to conclude this matter without further delay and expense, the Board and Respondent

agree to resolve this matter by this Agreed Final Order. The Respondent agrees to this Otder for

the purpose of resolving this proceeding only and without admitting or denying the findings of fact
“and conclusions of law set out in this Qrdetr. '

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order: '

WAIVER

Respondent acknowledges the existence of their right to request a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
order as provided by Tex. Gov’t Code § 2306.047. Pursuant to this compromise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT

[aresdiction:

1. During 1990, Rolling Creek Apartments, Ltd. (“Prior Ownet”) was awarded an allocation of
Low Income Housing Tax Credits by the Board, in an annual amount of $43,020 to
rehabilitate and operate Autumn Creek Apartments (“Property”) (HTC file No. 70071 /
CMTS No. 906 / LDLD No. 104).

2. Prior Owner signed a land use restriction agreement (“LURA”) regarding the Property. The

LURA was effective December 12, 1990, and filed of record at Volume 90242, Page 1653 of
the Official Public Records of Real Property of Dallas County, Texas (“Records™), as
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4,

amended by a First Amendment executed on March 26, 2015, and filed in the Records at
Document Number 201500101251, In accordance with Section 2 of the LURA, the LURA
is a restrictive covenant/deed restriction encumbering the property and binding on all
successors and assigns for the full term of the LURA.

Respondent took ownership of the Propetty on Februaty 28, 2006 and, although an
Agteement to Comply was not signed, Respondent is bound to the terms of the LURA in

accordance with Section 2 thereof, and signed the above referenced First Amendment.

Respondent is subject to the regulatoty authority of TDIHICA.

Compliance Violations' :

5.

Property has a histoty of violations and previously signed an Agreed Final Otrder on
February 11, 2013, agreeing to a $3,000 Administrative Penalty.

An on-site monitoting review was conducted on January 27, 2016, to determine whether
Respondent was in compliance with LURA tequirements to lease units to low income
households and maintain records demonstrating eligibility. The monitoring review found
violations of the TJURA and TDHCA rules. Notifications of noncompliance were sent and a
July 11, 2016, corrective action deadline was set, however, the following violations were not
cotrected before the corrective action deadline:

a. Respondent failed to provide a compliant affirmative marketing plan, a violation of
10 TAC §10.617 (Affirmative Marketing Requitements), which requires
developments to maintain an affirmative marketing plan that meets minimum
requitements and to distribute marketing materials to selected marketing
otganizations that reach groups identified as least likely to apply and to the disabled.
An affirmative marketing plan was received in response to an administrative penalty
informal conference notice, but the plan did not provide any documentation to
support groups identified as least likely to apply, did not include a community
contact to matket to the disabled, and did not include marketing materials.
This finding is unresolved;

b. Respondent failed to properly calculate the utility allowance for the property, a
violation of 10 TAC §10.614 (Udlity Allowances), which tequires all developments to
establish a utility allowance. Acceptable corrective documentation to tresolve the
violation was submitted January 3, 2017, 176 days past the corrective deadline, after
an administrative penalty informal conference notice was sent;

c¢. Respondent failed to post a laminated copy of the Tenant Rights and Resources
Guide in a common area of the leasing office, a violation of 10 TAC §10.613 (Lease
Requitements), which requires ownets to post a laminated copy of the Guide in a
common area of the leasing office and provide a copy to each household during the

" Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at
10 TAC §§ 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each viclation. All past violations remain violations under the current
code and all interim amendments.
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application process and upon any subsequent change to common amenities, unit
amenities, or services. This finding is untesolved,;

. Respdndent failed to provide a Tenant Rights and Resoutces Guide and get a signed

Acknowledgment for units 103 and 224, a violation of 10 TAC §10.613 (Lease
Requitements), which requires owners to post a laminated copy of the Guide in a
common atea of the leasing office and provide a copy to each household duting the
application process and upon any subsequent change to common amenities, unit
amenities, or services. Acceptable cotrective documentation to resolve the violation
fot unit 225 was submitted January 3, 2017, 176 days past the corrective deadline,
after an administrative penalty informal conference notice was sent.
The affected houschold in unit 103 moved out before signing the necessary forms,
and the finding is untresolved;

Respondent failed to provide a Notice of Amenities and Services to units 108, 117,
and 224, a violation of 10 TAC §10.613 (Lease Requitements), which, at the time of
move-in for these units during 2014, required ownets to provide to each household,
at the time of execution of an initial lease and whenever there was a subsequent
change in amenities and services, a notice describing those amenities and services.
This form has since been combined with the Fair Housing Disclosure Notice into a
replacement document called a “Tenant Rights and Resources Guide”.
Acceptable corrective documentation to tresolve the violations for units 108, 117, and
224 was submitted January 3, 2017, 176 days past the corrective deadline,
after an administrative penalty informal conference notice was sent;

Respondent failed to provide documentation that household incomes were within
prescribed limits upon initial occupancy for unit 103, a violation of 10 TAC §10.611
(Determination, Documentation and Certification of Annual Income) and Section 4
of the LURA, which require screening of tenants to ensure qualification for the
program. Acceptable corrective documentation to resolve the violation was
submitted January 3, 2017, 176 days past the corrective deadline,
after an administrative penalty informal conference notice was sent; and

Respondent failed to provide an Annual Eligibility Certifications for units 120, 126,
237, 226, and 236, a violation of 10 TAC §10.612 (Tenant File Requirements), which
requites developments to annually collect an Annual Eligibility Certification form
from each household. Acceptable corrective documentation to resolve the violations
was submitted January 3, 2017, 176 days past the cotrective deadline, after an
administrative penalty informal conference notice was sent.

7. The following violations remain outstanding at the time of this order:
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Affirmative marketing plan violation described in FOF #6a;

. Tenant Rights and Resources Guide lease notice violation desciibed in FOF #6¢;

and

Tenant Rjghts and Resources Guide lease notice violation described in FOTF #6d,;




10.

11.

12.

CONCILUSIONS OF LAW

The Depattment has jurisdiction over this matter putsuant to Tex. Gov’t Code §§2306.041-
0503 and 10 TAC §2.

Respondent is a “housing sponsor” as that term is defined in Tex. Gov't Code
§2306.004(14).

Pursuant to IRC §42(m)(1)(B)(ui), housing credit agencies are requited to monitor for
noncompliance with all provisions of the TRC and to notify the Internal Revenue Service of
such noncompliance.

Respondent violated 10 TAC §10.617 in 2016, by failing to provide a complete affirmative
marketing plan.

Respondent violated 10 TAC §10.614 in 2016 by failing to propetly calculate a utility
allowance.

Respondent violated leasing requirements in 10 TAC §10.613 in 2016, by failing to post a
laminated copy of the Tenant Rights and Resoutces Guide in a common area of the leasing
office.

Respondent violated leasing requirements in 10 TAC §10.613 in 2016, by failing to provide a
Tenant Rights and Resources Guide to units 103 and 224, and have the households sign
acknowledgment forms.

Respondent violated 10 TAC §10.613 in 2014, by failing to execute the Notice of Amenities
and Services for units 108, 117, and 224.

Respondent violated 10 'TAC §10.611 and Section 4 of the LURA in 2015, by failing to
provide documentation that household income was within prescribed limits upon initial
occupancy for unit 103,

Respondent violated 10 TAC §10.609 in 2016 by failing to collect Annual Eligibility
Certifications for units 120, 226, 237, 226, and 236.

Because Respondent is a housing sponsor with respect to the Propetty, and has violated
TDHCA rules, the Board has personal and subject matter jurisdiction over Respondent
pursuant to Tex. Gov’t Code §2306.041 and §2306.267.

Because Respondent is 2 housing sponsor, TDHCA may order Respondent to petform ot
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA ate parties, pursuant to
Tex. Gov’'t Code §2306.267.
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13.  Because Respondent has violated rules promulgated pursuant to Tex. Gov't Code §
2306.053 and has violated agreements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty putsuant to Tex. Gov't Code §2306.041.

14.  An administrative penalty of $500 is an apptroptiate penalty in accordance with
10 TAC §2.

Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Depattment
of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount
of $500, subject to defertal as further ordered below.

IT IS FURTHER ORDERED that Respondent shall fully correct the file monitoring violations
as indicated in the attachments and submit full documentation of the corrections to TDHCA on ot
before May 29, 2017. '

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the tetms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
performance under this order will be accepted in lieu of the assessed administrative penalty and the
full amount of the administrative penalty will be defetred and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise
violates any provision of this order, or the propetrty is sold befotre the terms and conditions of this
Agreed Final Order have been fully satisfied, then the full administrative penalty in the amount of
$500 shall be immediately due and payable to the Department. Such payment shall be made by
cashier’s check payable to the “Texas Department of Housing and Community Affairs” upon the
earlier of (1) within thirty days of the date the Department sends written notice to Respondent that
it has violated a provision of this Otder, or (2) the property closing date if sold before the terms and
conditions of this Agreed Final Order have been fully satisfied.

IT IS FURTHER ORDERED that cottective documentation must be uploaded to the
Compliance Monitoring and Tracking System (“CMTS”) by following the insttuctions at this link:
http:/ /www.tdhca.state.tx.us /pmedocs /CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman(@tdhca.state.tx.us to inform
her that the documentation is ready for review. If it comes due and payable, the penalty payment
must be submitted to the following address:

If via overnight mail (FedEx, UPS): If via USPS:
TDHCA TDHCA

Atin: Ysella Kaseman At Ysella Kaseman
221 E 114 St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711
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IT IS FURTHER ORDERED that Respondent shall follow the requirements of
- 10 TAC §10.406, 2 copy of which is included at Attachment 3, and obtain approval from the
Depattment prior to consummating a sale of the propetty, if contemplated.

IT IS FURTHER QORDERED that the terms of this Agreed Final Order shall be published on
the TDHCA website.

[Remainder of page intentionally biank]
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Approved by the Governing Board of TDHCA on Aprif 27 , 2017,

By:
Name: Leslie Bingham-Escarefio
Title: Vice Chair of the Board of TDHCA

By:
Name: James “Bean” Fccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS

S

S
COUNTY OF TRAVIS §
Before me, the undetsigned notary public, on this 27th day of April, 2017, personally appeared
Leslie Bingham-Escarefio, proved to me to be the person whose name is subsctibed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

{Seal)

Notaty Public, State of Texas

THE STATE OF TEXAS §

S
COUNTY OF TRAVIS  §

Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
James “Beau” Eccles, proved to me to be the person whose name is subscribed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas
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STATE OF TEXAS - §
§
COUNTY OF §
BEFORE ME, , 4 notary public in and for the State of , on
this day personally appeared , known to me ot ptoven to me through

to be the person whose name is subscribed to the foregoing instrument, and
acknowledged to me that (he/she) executed the same for the purposes and consideration thetein
exptessed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. Thold the office of for Respondent. I am the authotized reptesentative
of Respondent, owner of the Property, which is subject to 2 Land Use Restriction Agreement
monitoted by the TDHCA in the State of Texas, and I am duly authorized by Respondent to
execute this document.

3. Respondent knowingly and voluntarily enters into this Agreed Final Otrder, and agrees with and
consents to the issuance and service of the foregoing Agreed Otder by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:

AUTUMN APARTMENTS, L.P., Texas limited
partnership

WEHNER ENTERPRISES, LLC, a Texas limited
liability company, its general partnet

By:

Name:

Title:

Given under my hand and seal of office this day of , 2017.

Signature of Notary Public

Printed Name of Notaty Public

NOTARY PUBLIC IN AND FOR THE STATE OF
My Commission Expires:
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Attachment 1

File Monitoring Vicolation Resources and Instructions

1. Refer to the following link for all teferences to the rules at 10 TAC §10 that are referenced

below:
http: / /texreg.sos.state.tx.us /public/seadtacBext. View TACPtac view=5&=108&pt=1&ch=1 0&sch=F&=Y

2. Refer to the following link for copies of forms that are referenced below:
http:/ /www tdhea.state. tx.us/pmcomp/ forms. him

3. Technical support and training presentations are avaﬂable at the following links:

Affirmative Marketing: http:/ /www.tdhca. state. tx.us /pmcomp/presentations.htm

FAQYs: hitp:/ /www.tdhca state. teus/pmcomp /compFags.htm

4. All corrections must be submitted via CMTS: See link for steps to upload documents
http:/ Swww.tdhea.state. txus/pmedocs /CMTSUserGuide-AttachineDocs.pdf.

5. Important notes -
1. Do not backdate any documents listed below.

i. A transfer of a qualified household ftom another unit is not sufficient to correct any
findings. If there is a tenant income certification ot household income above limit
violation, a transfer from another unit will simply cause the finding to transfer to that
unit.

6. Affirmative marketing plan —

How to prepare a compliant plan and marketing matetials: First read the tule at 10 TAC §10.617,

then watch the webinar at http://www.tdhca.state.tx.us/pmecomp /presentations.htm to gain a
general understanding regarding affirmative marketing, Next, treview the following list of
frequent problems obsgrved, which include, but are not limited to:

- Not using HUD Form 935.2A;

- Not cottectly identifying populations “least likely to apply”. In general, those
populations that are least likely to apply might include: African Americans, Native
Americans, Alaskan Natives, Asians, Native Hawaitans, Other Pacific Islanders,
Caucasians (non-Hispanic), Hispanics or Latinos, families with children, and the
disabled. Analysis is required to detetmine which of these groups are least likely to apply;

- All properties must affirmatively matket to the disabled population;

- Not cortectly identifying organizations that are specifically associated with groups
identified as “least likely to apply”. For example, marketing to the Housing Authotity or
placing ads in  Craigslist would be considered general marketing
not affirmative marketing, because both setve all persons living in the afea;

- Not including evidence of special outreach efforts, such as marketing letters, to those
“least likely to apply” populations through specific media, otganizations, ot
community contacts that work with “least likely to apply” populations ot work in areas
where “least likely to apply” populations live; and

- Notincluding a sentence in English and Spanish in the outteach marketing materials that
prospective tenants can access if reasonable accommodations are needed to complete the
application process.
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Steps to complete affirmative marketing plan:

a.

h.

-

Identify the appropriate housing market in which outreach efforts will be made;

Detetmine the groups that are least likely to apply. The Affirmative Marketing Web
Tool referenced at 10 TAC §10.617(d)(5) to determine groups that arc least likely to
apply is available online at:  http://www.tdhca.state.tx.us/pmcomp/forms.htm.
The groups currently identified by the tool are: Petsons with Disabilities, Black/African
American, Hispanic, and Asian. Persons with Disabilities must always be selected as a
group least likely to apply. You must run this Tool youtself to ensure that the data
temains the same. If you use this Tool and save a copy with your Plan, you may rely
upon its results. Alternatively, you may perform your own analysis to determine groups
that are considered least likely to apply, but you must petform and document a
reasonable analysis by which those groups were identified.

Identify specific organizations, media, and community contacts in the housing market to
send marketing outreach materials. The organizations must specifically reach those
groups designated as least likely to apply, including organizations that assist persons with
disabilities. For example, a local housing authotity setves the general public, not a
specific racial or ethnic demographic; therefote, marketing to the housing authority is
not affirmative marketing. The same is ttue for the Depattment Of Human Services,
Texas Work Force Solutions, and Texas Neighbothood Setvice. A Hispanic Chamber of
Commetce or local Hispanic publication could be an avenue to matket to the Hispanic
population if that group is identified as one that is least likely to apply. Similarly, local
groups that focus on helping the mentally disabled, physically disabled, disabled veteran
affaits groups, etc, could be a way to market to the disabled community. Some examples
of groups that focus on the disabled: Easter Seals, United Cetebral Palsy, American
Council of the Blind, The Blinded Veterans Association.

Complete and exccute an affirmative marketing plan using any vetsion of HUD Form
935.24, including the groups and otganizations identified above;

Comply with all requitements of 10 TAC §10.617;

Send matketing outreach materials to the identified organizations, ensuring that said
marketing materials comply with all requitements of 10 TAC §10.617. Remember that
10 TAC §10.617(£)(5) requires matketing matetials to include the Fair Housing Logo and
give contact information that prospective tenants can - access if reasonable
accommodations are needed in order to complete the application process. This contact
information sentence must include the terms “reasonable accommodation” and must be
in English and Spanish. Here is a sample of an acceptable sentence recently included in
matketing materials from another property: “Individuals who need to request a reasonable
accommodation to complete the application process should contact the apartment manager at XXX-
XXX-XXXX. Personas con discapacidad que necesitan solicitar un acomodacion razonable para
completer el proceso de aplicacion deben comunicarse con el Administrador del apariment al XXX-
XXX-XXXX.”

Maintain all documentation in your files for futute review.

What to submit: Once your Affirmative Matketing plan and outreach materials ate complete,
the ownet must review them, then sign and upload to CMIS the applicable Owner
Certification included at Attachment 2.
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6. Lease violations, including Tenant Rights and Resoutces Guide, Fair Housing
Disclosure Notice, and Notice of Amenities and Services.

What to submit: The owner must review the applicable Owner Cettification at Attachment 2,
verify that all requirements described by the certification have been met, then submit a signed
Owner Certification via CMTS.
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Attachment 2

Owner Certifications
(see attached)

Once you complete the requirements of Attachment 1, the owner should review these certifications,
then sign and submit via CMTS.

Page 12 of 16




Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development Name:  Auvtomn Creek CMTS I 908

The above referenced vaelopmmt was coonitored on 1/27/2016 1o determine if the Development is in
compliance with the requirements of the HTC program. The review resalted in 2 finding of noncompliance
under Title 10, Chapter 10, Subckapter F related to Compliance Monitoding, £10.617, Afficanative Marketing
Requuaments. Please see attacked Finding: Repost for details as to the specific teason for which the

acoeomplianee was cited

Ueder 10 TAC §2 4&1@: i(1), The Duparmene gy debar any Repoaribd P.@.r_:y w2y bar asorericd) or repaaiedly cialmed
awy coudition vgposed by the Digharemens i connexsion with the ﬂd.wmmmn o @ Depavtwert prograzy, fucluding o maerial
or repeated civlavion of a Jand nse restivtion agreenvent (LURA) reparsting o Seolommmeny rupporeed »ith o Bowsing iy credit
aiipeation. Repeated falnee to comply with the provisions preserbed in §10.617 mar be soasdered 2 matedal
wiolation of the LURA Owmners that repeatedly and matedally miclate dheir LU As will be recommended for
debarment &umpmmpammpmg:ms administerad by ﬂue D!PGIWIE:IIT A oopy of $100617 is attached

ensnre oagoing complianse.

1, . on1 behalf of . am 3 dnby anthorized tepresentarive, who
is O anthorized by reason of wmy position
s to heceby m 2z trie and sorrect, that the sbove referenced

mmp}:moe related to §10.617 bas been cosected in the manmer deseribed and that all requited
affiemative marketing requitements mnder §10.617 are fully eompliant with the wale. If at the gexgt onsite
teview, there has not been an ownership transfec and this event of noncompliance is cited apain, I nnderstand
that the owner will recommendad for debarment.

Signatare of Authonzed Choner Representative Daate

Waming: Tide 18, fsction 1001 of the U4, Code rmkes it 1 cxintinal afnze to male willful Else sttements o MisrEpressntations to amy

Dcpxmmm.ﬁ.gm:y-!heﬁmmd!meszmmvmmﬂlmmmdm
TDIECA

Llaredy 2017
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Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development Name:  Antuoan Creek CR{ISID: S5

The above referenced Development was monitored on 1/27/2016 vo detesmine if the Devlopment is in
complisnce with the cequitements of the HIC program. The review sewmlted in 2 finding of noncompliznes
nader Tude 10, Chapter 10, Sobehapter F related to Complizace Montodng, 510613 which wates:

&) A Desvlgowant Cumer shalf past i @ commsos aree of the sy gffce o lamivated ooty and seveise sack Sousabals Ty
Hhe appiiaston process and upom & ndraqunt chouse o 2he ftemr described S Faragrand (3 of this seleetion, e Svoedure
wmade avilable by rbe Deprzomt, o Tewan: Biiphve aond Bevanreer Gride, mlicd dnoludes:

{73 Infirmnasiion abowt Fair Honnity and rsent choice;

124 Infmaition repamilius commmsa awssnivier, BT aemivies, e Tovsiras; aml

(3)A cengfication thar a reprecewtative of the hamrabold S pgw prior b9, duet wo svoee thaw 139 daye peiar 1o, rhe initind Sawar
e aokmarondpin ey af 2Bve Srocham

P Ins the evems shic brociare i e providod Haefy or e bowreSodd dies wor eval fo receisw of the Brochure, corracion 6 Sy
ariieved by oroviding the Fowralboly with the brocbsine ongd FEceliing & snes oo har it wms rasod

Throngh this certifieation, yon hereby cerify the following:

1. That a coceeetly executed Tenant Rights aad Resources Guide it laminated and posted in 3 comonng
atea of the leasing office;

2 All low-income household: have been provided the Tesant Rights and Retonrces Guide and
exacated the taquired acknowledpement; and,

5. All fumee low-income honseholds will be provided the Tenant Right= and Rlesonrees Guide and
execte the acknowledgement of raceipt no more thar 120 days peiof 1o move in .

Under 10 TAC £2.401j¢), a pesson shall be secommended for debarment i they conrrol & Development that
dooing two sequential monitoring visits i= fouad to be out of compliance with the lease requicements
deseribed in 510613, I ar the pext onsite review, there has been not been an ownecship transfer and
aoncomplianee is assessed for failure to execute required Jease provisions, the owner will be recommended
for debarment from participrtion in programs administesed by the Depactment. A copy of 10613 is

attacked to enstee onpoing compliante.
I, car behalf of am 1 dnly awthodzed sepresentstime,
who is 0 amhorized by smason of wy position 3 to beselyy cenify, as tone agd

correct, that the above ceferemced noncomplisace related to 10613K) bas been corrected in the manger
deseribed and that all reqmired lease Ingnage noder F10823 is in the lease and Jexse zddendnon T farther
cernify that I woderstand that i this event of noncompliznce it cited at the nest omsite seviewof | the
owaer will be recommended for debamment.

Signaare of Anthorized Crrner Rapresantative Dute

Warning: Tide 15, Section 1004 of the 7.8, Code mmkes it;clﬁﬁnﬂu&xemmhm&ka-mwnﬁ:mmﬁmm o
Department or Agency in e United Maies 2= to ay naatber within dts puisdiotion.
TOEECA
Drecembar J3ES
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Attachment 3:

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 UNIFORM MULTTFAMILY RULES

SUBCHAPIER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(a) Ownetsh.lp Transfer Notification. All multlfamlly Development Owners must provide wtitten notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, or exchange of the Development
or any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department deterrnines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other detrimental action that put the Development at tisk of failure, staff
may make a recommendation to the Board for the debatment of the entity and/or its Principals and Affiliates
pussuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (relating to Prev1ous Participation Reviews), priotr to
recommending any new financing or allocation of credits.

(b} Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited pattner, hon-controlling limited partnet,
or other partners affiliated with the investment limited partner, ot changes resulting from foreclosure wherein
the lender ot financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermote, a Development
Owner may not transfer an allocation of tax credits or ownership of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Directot's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members or
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(c) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Executive Director approval, as set forth in subsection (b) of this section) will not be approved prior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction {for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partner,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Organizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the requirements in
paragtraph (1) or {2) of this subsection.

(1) If the LURA requires ownership or material participation in ownetship by 2 Qualified Non-Profit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Non-Profit Organization that meets the requirements of §42(h)(5) of the Code and Texas
Government Code §2306.6706.
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(2) If the LURA requites ownership or material patticipation in ownership by a qualified non-profit

organization, but the Development did not teceive Tax Credits pursuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is 2 non-profit organization that complies with the
LURA. ‘ '
(¢) Historically Undetutilized Business ("HUB") Otganizations. If a HUB is the general pattner of a
Development Owner and it (i) is being removed as the result of a default under the otganizational documents
of the Development Owner of (ii} determines to sell its ownership interest, in cither case, after the isszance of
8609s, the purchaser of that general partnership interest is not required to be a HUB as long as the LURA
does not require such continual ownership or a material LURA amendment is approved. Such approval can
be obtained concurrent with Board approval desctibed hetein, All such transfers must be approved by the
Board and require that the Board find that:

(1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
otganizational documents of the Development Owner; :

(2) the patticipation by the HUB has been substantive and meaningful, ot would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Ownet,
enabling it to' realize not only financial benefit but to acquire skills relating to the ownership and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
() Documentation Requited: A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Parties;

(3) detailed information describing the experience and financial capacity of transferees and related parties
holding an ownership interest of 10 percent ot greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days ptior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day period has expired.

(g) Within five (5) business days after the date the Department receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee’s past compliance with all aspects of the Department's programs, LURAs and
eligibility under this chapter.

(h) Credit Limitation. As it relates to the Housing Tax Credit amount further desctibed in §11.4(a) of this title
(relating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
“described in paragraphs (1) and (2) of this subsection:

(1) in cases of transfers in which the syndicatot, investor or limited partner is taking over ownership of the
Development and not merely replacing the general partner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
ptior to the transfer request date.

() Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter F of this chapter (relating to Compliance Monitoring). The Development Ownet, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be atitibutable to the new Development Owner unless such ownership transfer is approved by .the
Depattment. ‘

() Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
corresponding ownership transfer fee as outlined in §10.901 of this chapter (relating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 27, 2017

Presentation, discussion, and possible action regarding the adoption of Agreed Final Orders
concerning Pinnacle properties, including Rosemont of Oak Hollow (HTC 01435 /
BOND MF048 / CMTS 445), Rosemont at Timber Creck (HTC 010157 / CMTS 300), and
Rosemont at Sierra Vista (HT'C 04482 / CMTS 4179)

RECOMMENDED ACTION

WHEREAS, Rosemont of Oak Hollow (“Oak Hollow™), owned by Oak Hollow
Housing, L.P., had uncorrected compliance findings telating to the applicable land
use testriction agreement and the associated statutory and rule requirements;

WHEREAS, Rosemont at Timber Creek (“Timbet Creek”), owned by TX
Timbetcreek Housing, L.P., had uncorrected compliance findings relating to the
applicable land use restricion agreement and the associated statutory and rule
requirements; '

WHEREAS, Rosemont at Sierra Vista (“Sietta Vista™), owned by TX Scyene
Housing, L.P., has uncorrected compliance findings relating to the applicable land
use restriction agreement and the associated statutory and rule requirements;

WHEREAS, all findings that had been refetted for an administrative penalty for
Oak Hollow and Timber Creek were resolved informally befote consideration by the
Enforcement Committee, but multiple violations were corrected after the deadlines
set by that Committee;

WHEREAS; all but one finding that had been referred for an administrative penalty
for Sierra Vista were resolved informally befote consideration by the Enforcement
Committee;

WHEREAS, on March 28, 2017, Ownet’s reptesentatives participated in an
informal conference with the Enforcement Committee and agteed, subject to Board
apptoval, to enter into Agreed Final Orders stipulating that violations occurred, and
assessing no administrative penalty for Oak Hollow and Timber Creek, and an

- Agreed Final Order assessing an administrative penalty of $500 for Sierra Vista,
to be fully forgiven if all violations are resolved as specified in the Agreed Final
Order on or before May 29, 2017;

WHEREAS, unresolved compliance findings include a household income violation
for unit 10103 at Sierra Vista; and

WHEREAS, staff has based its recommendations for Agreed Final Otdets on the
Department’s rules for administrative penalties and an assessment of each and all of
the statutory factors to be considered in assessing such penalties, applied specifically
to the facts and citcumstances present in this case;




NOW, therefore, it is hereby

RESOLVED, that three Agreed Final Otrders, one assessing an administrative
penalty of $500 for Rosemont at Sietra Vista, subject to fotgiveness as outlined
above, and two assessing no administrative penalty but stipulating that violations
occurted at Rosemont of Oak Hollow and Rosemont at Timber Creek,
substantially in the form presented at this meeting, and authotizing any non-
substantive technical corrections, ate heteby adopted as the ordet of this Board.

BACKGROUND

The following properties and owners are related entities under the Pinnacle portfolio.
All are self-managed by Pinnacle, American Management Services Central, LLC, and received
funding from TDHCA for new construction.

Property Owner LURA Units | Location
Effective Dates

Rosemont of Oak Hollow | Oak Hollow Housing, LP. | grc: 10/22/2002 | 153 Dallas
(*Oak Hollow™) (“Oazk Hollow Owner™)
BOND: 12/1/2001

Rosemont at Timber Creek | TX Timbercreek Housing, L.P. | 111¢: /23,2003 100 Dallas

(“Iimber Creek™) (“Timber Creek Owner”)
Rosemont at Sierra Vista TX Scyene Housing, L.P.| ¢ 8/10/2006 250 Dallas
(“Sierra Vista™) (“Sierra Vista Owner™)

Records of the Texas Secretary of State do not list individual ownets or members for Oak Hollow
Owner or Timber Creek Owner, instead listing layers of corporations, eventually terminating with
Delaware corporations, as shown in the signature lines of the proposed Agtreed Final Otrdets.
Readily available public documents do not list individual members and officers for Delaware
corporations, but Pinnacle has represented that Larty Goodman is.the president of CAH-IDA
Holdings, LLC, which ultimately controls Oak Hollow Ownet and Timber Creek Owner.
Records of the Texas Secretary of State show that Sheila Reynolds is a ditector and vice president,
and Vicki Horton is a director of Laureland / Scyene Holding Company, Inc., which ultimately
controls Sierra Vista Owner. Pinnacle represents that Troy Broussard is the president of
Laureland / Scyene Holding Company, Inc. Ted Broadfoot, Larty Goodman, and Deeann Davis
attended the informal conference on March 28, 2017, as representatives of Pinnacle and the owning
entities. All three properties list Larry Goodman as the primaty ownet contact and Mollie Kickbush
as the primary management company contact in CMTS, CMTS also lists Melissa Stampley as onsite
manager for Oak Hollow, Annie McGriff as onsite manager for Timber Creek, and Chandra
Barkwell as onsite manager for Sierra Vista.




The following compliance violations identified during 2015 were refetred for an administrative
penalty and have been resolved:

Oak Hollow:
1. Failure to maintain a compliant Affirmative Marketing Plan and evidence of associated
marketing efforts.

2. Household income violations for 12 units.
Timber Creek:

1. Failure to maintain a compliant Affirmative Matketing Plan and evidence of associated
marketing effortts.

2. Household income violations for 7 units.
Sierra Vista:

1. Household income violations for 11 units.

The following compliance violations identified at Sierra Vista during 2015 were teferred for an
administrative penalty and are unresolved. All other findings for the properties are corrected.,

1. Household income viclations for 1 unit.

Owner participated in an informal conference with the Enforcement Committee on March 28, 2017,
- and agreed to sign Agreed I'inal Otders with the following terms:

Oak Hollow:
1. A $0 administrative penalty, but stipulating that violations occurred and were not timely
corrected.

Timber Creek:

1. A $0 administrative penalty, but stipulating that violations occurred and were not timely
corrected.

Sierra Vista:
1. A $500 administrative penalty, subject to forgiveness as indicated below;

2. Owner must cotrect the file monitoring violation as indicated in the Agreed Final Ordes, and
submit full documentation of the corrections to TDHCA on ot before
May 29, 2017;

3. If Owner complies with all requirements and addresses all violations as required, the
remaining administrative penalty in the amount of §500 will be forgiven; and

4. If Owner violates any provision of the Agreed Final Order, the full administrative penalty
will immediately come due and payable.

Consistent ~ with  ditection  from the  Department’s Enforcement Committee,
Agreed Final Orders assessing no administrative penalty but stipulating that violations occurted and
wete not timely resolved are recommended for Rosemont of Oak Hollow and Rosemont at Timber
Creek, and an Agteed Final Order assessing a probated and, upon successful completion of
probation, fully forgivable administrative penalty in the amount of $500 is recommended for
Rosemont at Sietra Vista. This will be a reportable item of consideration under previous
patticipation for any new award to the principals of the owner.




BEFORE THE
TEXAS DEPARTMENT OF
HOUSING AND
COMMUNITY AFFAIRS

ENFORCEMENT ACTION AGAINST TX
TIMBERCREEK HOUSING, L.P. WITH
RESPECT TO
ROSEMONT AT TIMBER CREEK
(HTC 01057/ CMTS # 300)

L) W) ) 5 ) 2 )

AGREED FINAL ORDER

General Remarks and official action taken;

On this 27 day of Aptil, 2017, the Governing Board (“Board”) of the Texas Department of
Housing and Community Affairs (“ITIDHCA” or “Department”) considered the matter of whether

enforcement action should be taken against TX TIMBERCREEK HOUSING, L.P., a Texas

limited partnership (“Respondent™).

This Agreed Order is executed pursuant to the authority of the Administrative Procedure Act
(“APA”), Tex. Gov’t Code §2001.056, which authorizes the informal disposition of contested cases.
In a desite to conclude this matter without further delay and expense, the Board and Respondent
agtee to resolve this matter by this Agreed Final Order. The Respondent agrees to this Otder for
the purpose of resolving this proceeding only and without admitting or denying the findings of fact
and conclusions of law set out in this Order.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order:

WAIVER

Respondent acknowledges the existence of their right to tequest a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
order as provided by Tex. Gov’t Code § 2306.047. Putsuant to this compromise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT
[urisdiction:
1. During 2001, Respondent was awarded an allocation of Low Income Housing Tax Credits

by the Board, in an annual amount of $555,757 to build and operate Rosemont at Timber
Creek (“Property”) (HTC file No. 01057 / CMTS No. 300 / LDLD No. 641).

2. Respondent signed a land use restriction agreement (“LURA™) tegarding the Propetty. The

- LURA was effective June 23, 2003, and filed of recotd at Document Number 200302699624

of the Official Public Records of Real Property of Dallas County, Texas. (the “Records™), as

amended by a First Amendment executed on July 15, 2005, and filed in the Records at
Document Number 200503437655.
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3.

Respondent is subject to the regulatoty authority of TDHCA.

Compliance Violations :

4.

An on-site monitoting review was conducted on December 14, 2015, to determine whether
Respondent was in compliance with LURA requirements to lease units to low income
households and maintain records demonstrating eligibility. The monitoring review found
violations of the LURA and TDHCA rules. Notifications of noncompliance were sent and a
May 12, 2016, cotrective action deadline was set, howevet, the following violations were not
cotrected before the corrective action deadline:

a. Respondent failed to provide a compliant affirmative marketing plan, a violation of
10 TAC §10.617 (Affirmative Marketing), which requires developments to maintain -
an affirmative marketing plan that meets minimum requirements and to distribute
marketing materials to selected marketing organizations that reach groups identified
as least likely to apply and to the disabled. An acceptable plan was submitted
October 4, 2016, 145 days past the corrective deadline, after an administrative
penalty informal conference notice was sent; and

b. Respondent failed to provide documentation that household incomes were within
ptescribed limits upon initial occupancy for units 116, 414, 612, 915, 1115, 1412, and
1713, a wiolation of 10 TAC §10.611 (Determination, Documentation and
Certification of Annual Income) and Section 4 of the LURA, which trequire
screening of tenants to ensure qualification for the program. File documentation was
collected, but property did not provide asset vetifications in the form tequired by the
Compliance Division. The final asset vetification was submitted on November 3,
2016, 175 days past the corrective deadline, after an administrative penalty informal
conference notice was sent. The documentation cotrected the findings for units 116,
612 and 1115. Findings for units 414, 915, 1412, and 1713 wete dropped.

All violations listed above have been resolved.
CONCLUSIONS QF LAW

The Department has jurisdiction over this matter pursuant to Tex. Gov’t Code §§2306.041-
0503 and 10 TAC §2.

Respondent 1s a “housing sponsot” as that tetm is defined in Tex. Gov't Code
§2306.004(14).

Putsuant to IRC §42(m)(1}(B)(iii), housing credit agencies are required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

' Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at
10 TAC §§ 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation. All past violations remain violations under the current
code and all interim amendments.
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9.

Respondent violated 10 TAC §10.617 in 2015, by failing to ptovide a complete affirmative
marketing plan;

Respondent violated Section 4 of the LURA and 10 TAC §10.611 in 2015 by failing to
provide documentation that household incomes wete within prescribed limits upon initial
occupancy for units 116, 612, and 1115.

Because Respondent is a housing sponsor with tespect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jutisdiction over Respondent
pursuant to Tex. Gov’'t Code §2306.041 and §2306.267.

Because Respondent is a housing sponsor, TDHCA may otrdet Respondent to perform or
refrain from performing certain acts in ordet to comply with the law, TDHCA rules, or the
terms of a contract ot agreement to which Respondent and TDHCA ate parties, pursuant to
Tex. Gov’t Code §2306.267.

Because Respondent has violated rules promulgated pursuant to Tex. Gov’t Code
§ 2306.053 and has violated agreements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty pursuant to Tex. Gov’t Code §2306.041.

An administrative penalty of $0 is an apptoptiate penalty in accordance with 10 TAC §2.

Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov't Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and citcumstances present in this case, the Board of the Texas Department
of Housing and Community Affairs orders the following;

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount

of $0.

IT IS FURTHER ORDERED that Respondent shall follow the requitements of
10 TAC §10.406, 2 copy of which is included at Attachment 1, and obtain approval from the
Department ptiot to consummating a sale of the propetty, if contemplated.

IT IS FURTHER ORDERED that the terms of this Agreed Final Otrder shall be published on
the TDHCA website.

[Remainder of page intentionally blank]
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Approved by the Governing Board of TDHCA on April 27, , 2017.

By:

Name: Leslie Bingham-Escarefio
Title: Vice Chair of the Board of TDHCA

By':
Name: James “Beau” Eccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §

S
COUNTY OF TRAVIS  §

Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
Leslie Bingham-Hscarefio, proved to me to be the person whose name is subsctibed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §

' S
COUNTY OF TRAVIS  §

Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
- James “Beau” Eccles, proved to me to be the person whose name is subscribed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed. '

(Seal}

Notary Public, State of Texas
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STATE OF TEXAS §
§
COUNTY OF §
BEFORE ME, ___, a notary public in and for the State of , on
this day personally appeared , known to me ot proven to me through

to be the person whose name is subscribed to the foregoing instrument, and
acknowledged to me that (he/she) executed the same for the purposes and consideration therein
expressed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and petsonally acquainted with the facts herein stated.

2. Thold the office of for Respondent. I am the authotized representative
of Respondent, owner of the Property, which is subject to a Land Use Restriction Agteement
monitoted by the TDHCA in the State of Texas, and I am duly authotized by Respondent to
execute this document.

3. Respondent knowingly and voluntarily entets into this Agreed Final Order, and agrees with and
consents to the issuance and service of the foregoing Agreed Otder by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:
TX TIMBERCREEK HOUSING, L.P., 2 Texas limited partnership

CAH-IDA TIMBERCREEK HOUSING LLC,
a Delaware limited liability company, its general parttner

CAH-IDA SOUTHWEST LLC,
a Delaware limited liability company, its manager

CAH-IDA HOLDINGS, LLC
a Delaware limited liability company, its manager

By:

Name: Larty Goodman
Title: President

Given under my hand and seal of office this day of , 2017.

Signature of Notary Public

Printed Name of Notaty Public

NOTARY PUBLIC, IN AND FOR THE STATE OF
My Commission Expires:
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Attachment 1;

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT
PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(a) Ownership Transfer Notification, All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, or exchange of the Development
or any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Depattment, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other detrimental action that put the Development at tisk of failure, staff
may make a recommendation to the Board for the debarment of the entity and/or its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (telating to Previous Participation Reviews), prior to
recommending any new financing or allocation of credits.

(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
or other partners affiliated with the investment litnited partner, or changes resulting from foreclosure wherein
the lender or financial institution involved in the transaction is the resulting ownet. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownetship of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Director's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new membets ot
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(¢) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Executive Director approval, as set forth in subsection (b) of this section) will not be approved prior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction (for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptey, removal by a partnet,
etc.). The Development Owner must provide the Department with a written explanation desctibing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Organizations. If the ownership transfer request is to replace a non-profit otganization within
the Development ownership entity, the replacement non-profit entity must adhere to the requitements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Otganization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Non-Profit Organization that meets the requirements of §42(h)(5) of the Code and Texas
Government Code §2306.6706.
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(2) If the LURA requires ownership or material participation in ownership by a qualified non-profit

otganization, but the Development did not receive Tax Credits putsuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit otganization that complies with the
LURA.
{¢) Historically Underutilized Business ("HUB") Otganizations. If a HUB is the general partner of a
Development Owner and it (i) is being removed as the result of a default under the organizational documents
of the Development Owner or (ii) determines to sell its ownership interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not required to be 2 HUB as long as the LURA
does not require such continual ownership ot a material LURA amendment is apptoved. Such approval can
be obtained concurrent with Board approval described herein. All such transfers must be approved by the
Board and require that the Boatd find that:

(1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
organizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, or would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownership and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
() Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and citcumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Parties;

(3) detailed information describing the experience and financial capacity of transferees and related parties
holding an ownership interest of 10 percent or greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day period has expired.

(g) Within five (5) business days after the date the Department receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Department's programs, LURAs and
eligibility under this chapter.

(h) Credit Limitation, As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(telating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
described in paragraphs (1) and (2) of this subsection:

(1) in cases of transfers in which the syndicator, investor or limited partner is taking over ownership of the
Development and not merely replacing the genetal partner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
prior to the transfer request date. '

() Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter I of this chapter (telating to Compliance Monitoting). The Development Owner, as on
tecord with the Department, will be liable for any penalties imposed by the Depattrnent even if such penalty
can be attributable to the new Development Owner unless such ownership transfer is approved by the
Department.

() Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
corresponding ownetship transfer fee as outlined in §10.901 of this chapter (relating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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BEFORE THE
TEXAS DEPARTMENT OF
HOUSING AND
COMMUNITY AFFAIRS

ENFORCEMENT ACTION AGAINST
TX SCYENE HOUSING, L.P.
WITH RESPECT TO
ROSEMONT AT SIERRA VISTA
(HTC FILE # 04482 / CMTS # 4179)

LI ) P P A ) A

AGREED FINAL ORDER

General Remarks and official action taken:

On this 27" day of April, 2017, the Govetning Board (“Board™) of the Texas Department of
Housing and Community Affairs (“IDHCA” ot “Department”) considered the matter of whether
enforcement action should be taken against TX SCYENE HOUSING, L.P., a Texas limited
partnership (“Respondent™).

‘This Agreed Otder is executed pursuant to the authority of the Administrative Procedure Act
(“APA”), Tex. Gov’t Code §2001.056, which authotizes the informal disposition of contested cases.
In a destte to conclude this matter without further delay and expense, the Board and Respondent
agtee to resolve this matter by this Agreed Final Otder. The Respondent agrees to this Order for
the putpose of tesolving this proceeding only and without admitting or denying the findings of fact
and conclusions of law set out in this Order. -

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Ordet:

WAIVER

Respondent acknowledges the existence of their right to request a heating as provided by Tex. Gov't
Code § 2306.044, and to seek judicial review, in the District Court of T'ravis County, Texas, of any
ordet as provided by Tex. Gov’t Code § 2306.047. Putsuant to this compromise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT

Turisdiction:

I.  During 2004, Respondent was awarded an allocation of Low Income Housing Tax Credits
by the Board, in an annual amount of $776,433 to build and operate Rosemont at Sietra
Vista (“Property”) (HTC file No. 04482 / CMTS No. 4179 / LDLD No. 329).

2. Respondent signed a land use restriction agreement (“LURA”) regarding the Property. The

LURA was effective August 10, 2006, and filed of record at Document Number
200600472880 of the Official Public Records of Real Propetty of Dallas County, Texas.
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3.

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations':

4.

An on-site monitoting review was conducted on December 2, 2015, to determine whether
Respondent was in compliance with LURA requitements to lease units to low income
households and maintain records demonstrating eligibility. The monitoting review found
violations of the LURA and TDHCA rules. Notifications of noncompliance were sent and a
September 4, 2016, corrective action deadline was set, howevet, the following violations
were not cotrected befote the cottective action deadline:

a. Respondent failed to provide documentation that houschold incomes were within
prescribed limits upon initial occupancy for units 1106, 4106, 7101, 10103, 25104,
30103, 21102, 21201, 21103, 36106, 38103, and 39103, a violation of 10 TAC
§10.611 (Determination, Documentation and Certification of Annual Income) and
Section 4 of the LURA, which require screening of tenants to ensure qualification for
the program. File documentation was collected, but propetty did not provide asset
verifications m the form required by the Compliance Division. Asset vetifications
were submitted between March 10, 2017 and March 27, 2017, 187 to 204 days past
the cotrective deadline, after an administtative penalty informal conference notice
was sent. The documentation corrected all findings except for unit 10103.

‘The following violations remain outstanding at the time of this order:

a. Household income violation described in FOF #4.a;

CONCLUSIONS OF LAW

The Department has jurisdiction over this matter pursuant to Tex. Gov’t Code §§2306.041-
0503 and 10 TAC §2.

Respondent is a “housing sponsor” as that term is defined in Tex. Govt Code
§2306.004(14).

Pursuant to IRC §42(m)(1)(B)(iif), housing credit agencies are required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncomphance. : '

Respondent violated Section 4 of the LURA and 10 TAC §10.611 in 2015 by failing to
provide documentation that household incomes were within prescribed limits upon initial
occupancy for units 1106, 4106, 7101, 10103, 25104, 30103, 21102, 21201, 21103, 36106,
38103, and 39103.

' Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at
10 TAC §§ 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each vielation. All past violations remain violations under the current
code and all interim amendments.
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5. Because Respondent is a housing sponsor with respect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jutisdiction over Respondent
pursuant to Tex. Gov’t Code §2306.041 and §2306.267.

6.  Because Respondent is 2 housing sponsotr, TDHCA may order Respondent to perform or
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA are parties, pursuant to
Tex. Gov't Code §2306.267.

7. Because Respondent has violated rules promulgated pursuant to Tex. Gov't Code §
2306.053 and has violated agreements with the Agency to which Respondent is a patty, the
Agency may impose an administrative penalty pursuant to Tex. Gov’t Code §2306.041.

8. Anadministrative penalty of $500 is an appropriate penalty in accordance with 10 TAC §2. _

Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’t Code §2306.042 to be consideted in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Department
of Housing and Community Affairs orders the following:

IT 1S HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount
of $500, subject to deferral as further ordered below.

IT IS FURTHER ORDERED that Respoﬁdent shall fully correct the file monitoting violations
as indicated in the attachments and submit full documentation of the cotrections to TDHCA on or
before May 29, 2017.

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
petformance undet this order will be accepted in lieu of the assessed administrative penalty and the
full amount of the administrative penalty will be deferred and forgiven.”

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise
violates any provision of this ordet, ot the property is sold before the terms and conditions of this
Agteed Final Order have been fully satisfied, then the full administrative penalty in the amount of
$500 shall be immediately due and payable to the Department. Such payment shall be made by
cashiet’s check payable to the “Texas Department of Housing and Community Affairs” upon the
eatlier of (1) within thirty days of the date the Depattment sends written notice to Respondent that
it has violated a provision of this Ordet, or (2) the propetty closing date if sold before the terms and
conditions of this Agreed Final Otdet have been fully satisfied.

[remainder of page intentionally blank]
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IT IS FURTHER ORDERED that cottective documentation must be uploaded to the
Compliance Monitoring and Tracking System (“CMTS”) by following the instructions at this link:

:/ /www.tdheastate.tx.us /pmedocs /CMTSUserGuide-AttachingDocs.pdf. After the upload 1s
complete, an email must be sent to Ysella Kaseman at ysella.kaseman(@tdhca.state.tx.us to inform
her that the documentation is ready for review. If it comes due and payable, the penalty payment
must be submitted to the following address:

If via overnight mail (FedEx, If via USPS:

UPS):

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E 11" St P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requitements of
10 TAC §10.406, 2 copy of which is included at Attachment 2, and obtain apptoval from the
Department prior to consummating a sale of the propetty, if contemplated.

IT IS FURTHER ORDERED that the terms of this Agreed Final Order shall be published on
the TDHCA website.

[Rematnder of page intentionally blank]
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Approved by the Governing Board of TDHCA on April 27, , 2017.

By:
Name: Leslie Bingham-FEscarefio
Title: Vice Chair of the Board of TDHCA

By:
Name: James “Beaw” Fccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §

| S
. COUNTY OF TRAVIS  §

Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
Leslie Bingham-Hscarefio, proved to me to be the person whose name is subscribed to the foregoing
instrument and acknowledged to me that he executed the same for the putposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §
S
COUNTY OF TRAVIS  §

Before e, the undersigned notary public, on this 27th day of April, 2017, personally appeared
[ames “Beau™ Fecles, proved to me to be the person whose name is subsctibed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notaty Public, State of Texas
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STATE OF TEXAS §
S
COUNTY OF §
BEFORE ME, , 2 fotaty public in and for the State of , on
this day personally appeared , known to me ot proven to me through

to be the pérson whose name is subscribed to the foregoing instrument, and
acknowledged to me that (he/she) executed the same for the purposes and consideration therein
expressed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. 1 hold the office of for Respondent. I am the authorized representative
of Respondent, owner of the Property, which 1s subject to a Land Use Restriction Agreement
monitored by the TDHCA in the State of Texas, and I am duly authorized by Respondent to
execute this document.

3. Respondent knowingly and voluntarily enters into this Agreed Final Order, and agrees with and
consents to the issuance and service of the foregoing Agreed Order by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:
TX SCYENE HOUSING, L.P., a Texas limited partnership

TX SCYENE DEVELOPMENT, L.L.C., a Texas limited liability
company, its general partner

LAURELAND/SCYENE HOLDING COMPANY,
INC. a Texas nonprofit corporation, its owner

By:

Natne: Trov Broussard

Title: President

Given under my hand and seal of office this day of , 2017.

Signature of Notary Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF
My Commission Expires: '
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Attachment 1

File Monitoring Violation Resources and Instructions

http:/ /www.tdhca.state.tx.us

2. Important notes -

1. All corrections must be submitted via CMTS: Sce link for steps to upload documents
mecdocs / CMTSUserGuide-AttachingDocs.pdf,

. Do not backdate any documents listed below.

. A transfer of a qualified household from another unit is not sufficient to correct any

findings.

If there is a tenant income certification or houschold income above limit

violation, a transfer from another unit will simply cause the finding to transfer to that

unit.

3. Household income violation for unit 10103:

Circumstance

Instruction

If unit is stll occupied by the affected
household, and that household qualifies for

occupancy

Either 1) complete a retroactive certification that completely
and cleatly documents the sources of assets, using third patty
or firsthand verifications that were in place at the time the
initial certification should have been effective. Submit a copy
of the otiginal application, asset verifications and updated
Income Certification for review; or 2) complete a new
certification using cutrent income and asset sources and
current income limits. Submit to the Depattment copies of the
current application, third party or fitsthand income/asset
verification(s), Income Cettification, Lease/Lease Addendum
and Tenant Rights and Resources Guide acknowledgement.

If unit is occupied by a new qualified
household '

Submit the full tenant file*,

If unit is occupied by a nonqualified
houschold on a month-to-month lease

A. Follow your normal procedures for terminating residency
and provide a copy of documentation to TDHCA.**

B. As soon as the unit is occupied by a qualified household,
you must submit the full tenant file*, Receipt after May 29,
2017 is acceptable for this circumstance provided that
Requirement A above is fulfilled.

If unit is occupied by a nonqualified
household with a non-expired lease

A. Tssue a nonrenewal notice to tenant and provide a copy to
TDHCA. **

B. As soon as the unit is occupied by a qualified household,
you must submit the full tenant file¥, Receipt after May 29,
2017 is acceptable for this circurnstance provided that
Requirement A above is fulfilled.

If unit has been vacant more than 30 days

A. Unit must be made ready for occupancy and a letter
certifying to that effect must be submitted to TDHCA.

B. As soon as the unit is occupied by a qualified household,
you must submit the full tenant file*. Receipt after May 29,
2017 is acceptable for this circumstance provided . that
Requirement A above is fulfilled.
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If unit has been vacant /i than 30 days

A, If unit 1s ready for occupancy, a letter certifying to that
effect must be submitted to TDHCA.

B. If unit is not ready for occupancy, submit a letter to
TDHCA including details regarding wotk that is required and
when the unit will be ready for occupancy (no more than 30
days from the date of vacancy).

C. As soon as the unit is occupied by a qualified household,
you must submit the full tenant file*. Receipt after May 29,
2017 is acceptable for this citrcumstance provided that
Requirements A and B above are fulfilled.

¥Eul] tenant file must include: tenant application, verifications of all sonrces of income and assels, lenant income certification,
lease, lease addendum, and Tenant Rights and Resonrces Guide Acknowledgment.

¥ If @ notice of nonvenswwal or notice of lermination is sent 1o tenant, ensure that it complies with requivements of the rule at 10

TAC 10.610()
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Attachment 2;
Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTERE  POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(a) Ownership Transfer Notification. All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, or exchange of the Development
ot any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other detrimental action that put the Development at risk of failure, staff
may make a recommendation to the Board for the debarment of the entity and/or its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (relating to Previous Participation Reviews), prior to
recommending any new financing or allocation of credits.

(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
or other partners affiliated with the investment limited partner, or changes resulting from foreclosure wherein
the lender or financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownetship of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Ownet obtains the Executive
Director’s ptior, written approval of the transfer. The Executive Ditector may not unteasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members or
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(¢) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Executive Director approval, as set forth in subsection (b) of this section) will not be approved prior
to the issuance of IRS Form{s) 8609 (for Housing Tax Credits) or the completion of construction (for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptey, removal by a partner,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agfeement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Organizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the requitements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership ot material participation in ownership by a Qualified Non-Profit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Non-Profit Organization that meets the requirements of §42(h) (5) of the Code and Texas
Government Code §2306.6706.

(2) If the LURA requires ownership or material participation in ownership by a qualified non-profit
organization, but the Development did not receive Tax Credits pursuant to §42(h)(5) of the Code, the
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Development Owner must show that the transferee is a non-profit organization that complies with the
LURA.

(¢) Historically Underutilized Business ("HUB") Otganizations. If 2 HUB is the general partner of a
Development Owner and it (i) is being removed as the result of a default under the organizational documents
of the Developmént Owner or (i} determines to sell its ownership interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not requited to be a HUB as long as the LURA
does not require such continual ownership or a material LURA amendment is approved. Such approval can
be obtained concurrent with Board approval described herein. All such transfers must be approved by the
Board and require that the Board find that

{1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
otganizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, or would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills telating to the ownership and operation of
affordable housing; and

(3) the ptoposed purchaser meets the Department's standards for ownership transfers
(f Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and citcumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Partics;

(3) detailed information describing the experience and financial capacity of transferces and related parties
holding an ownership interest of 10 percent or greater in any Principal ot Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the

proposed transfer at least thirty (30) calendar days ptior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day period has expired.
(g) Within five (5) business days after the date the Depattment receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Department's programs, LURAs and
eligibility under this chapter. ‘
(h} Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(telating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
described in paragraphs (1) and (2) of this subsection:

(1) in cases of transfers in which the syndicator, investor or limited partner is taking over ownership of the
Development and not merely replacing the general pattner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
prior to the transfer request date.

() Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter I of this chapter (relating to Compliance Monitoring). The Development Owner, as on
tecord with the Department, will be liable for any penalties imposed by the Depattment even if such penalty
can be attributable to the new Development Owner unless such ownership transfer is approved by the
Department. '

() Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
corresponding ownership transfer fee as outlined in §10.901 of this chapter (telating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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ENFORCEMENT ACTION AGAINST BEFORE THE

$
OAK HOLLOW HOUSING, L.P, WITH g _ TEXAS DEPARTMENT OF
RESPECT TO § HOUSING AND
ROSEMONT OF OAK HOLLOW g COMMUNITY AFFAIRS
(HTC 01435/BOND MF048/CMTS # 445) §
AGREED FINAL ORDER

General Remarks and official action taken;

On this 27" day of April, 2017, the Governing Board (“Board”) of the Texas Department of
Housing and Community Affairs (“TDHCA” or “Depattment”) considered the matter of whether
enforcement action should be taken against OAK HOLLOW HOUSING, L.P., a Texas limited
partnership (“Respondent™). '

This Agreed Order is executed pursuant to the authotity of the Administrative Procedure Act
(“APA”), Tex. Gov’'t Code §2001.056, which authotizes the informal disposition of contested cases.
In a desire to conclude this matter without further delay and expense, the Board and Respondent
agree to resolve this matter by this Agreed Final Order. The Respondent agrees to this Ordet for
the putpose of resolving this proceeding only and without admitting or denying the findings of fact

and conclusions of law set out in this Order.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order: :

WAIVER

Respondent acknowledges the existence of their right to request a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
order as provided by Tex. Gov’t Code § 2306.047. Pursuant to this comptomise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Boatrd over Respondent.

FINDINGS OF FACT
[urisdiction:
1. During 2001, Respondent was awarded an allocation of Low Income Housing Tax Credits

by the Board, in an annual amount of $776,433 to build and operate Rosemont of Oak
Hollow (“Property”) (HTC file No. 01435 / BOND No. MF048/ CMTS No. 445 /
LDLD No. 640).
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4.

Respondent signed a land use restriction agreement (“HTC LURA”) regarding the Property.
The HTC LURA was effective October 22, 2002, and filed of record at Document Number
200209096350 of the Official Public Records of Real Property of Dallas County, Texas.

Respondent signed a land use restriction agteement (“BOND LURA”) regarding the
Property. The BOND LURA was effective December 1, 2001, and filed of record at
Document Number 200101645031 of the Official Public Records of Real Property of Dallas
County Texas.

Respondent is subject to the regulatory authority of TDHCA.

Compliange Violations':

5.

6.

An on-site monitoting teview was conducted on December 4, 2015, to determine whether
Respondent was in compliance with HTC LURA requitements to lease units to low income
households and maintain records demonstrating eligibility. The monitoring review found

~ violations of the HTC LURA and TDHCA rules. Notifications of noncompliance were sent

and a May 29, 2016, cotrective action deadline was set, howevet, the following violations
were not corected before the cotrective action deadline:

a. Respondent failed to provide a compliant affirmative marketing plan, a violation of
10 TAC §10.617 (Affirmative Marketing), which requites developments to maintain
an affirmative marketing plan that meets minimum requitements and to distribute
marketing materials to selected marketing organizations that reach groups identified
as least likely to apply and to the disabled. An acceptable plan was submitted
October 14, 2016, 128 days past the cortective deadline, after an administrative
penalty informal conference notice was sent; and

b. Respondent failed to provide documentation that household incomes were within
prescribed limits upon initial occupancy for units 1202, 1206, 1213, 1214, 1301, 1304,
1311, 1316, 2104, 2128, 2220, and 2308, a violation of 10 TAC §10.611
(Determination, Documentation and Certification of Annual Income) and Section 4
of the HTC LURA, which requires screening of tenants to ensure qualification for
the program. File documentation was collected, but property did not provide asset
vetifications in the form requited by the Compliance Division. The final asset
verification was submitted on December 13, 2016, 198 days past the corrective
deadline, after an administrative penalty informal conference notice was sent. The
documentation corrected the findings for units 1202, 1213, 1214, 1311, 1316, and
2308. Findings for units 1206, 1301, 1304, 2104, 2128 and 2220 wete dropped.

All violations listed above have been resolved.

1

Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at

10 TAC §§ 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation. All past violations remain violations under the current
code and all interim amendments.
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9.

CONCLUSIONS OF 1AW

The Department has jutisdiction over this matter putsuant to Tex. Gov’t Code §§2306.041-
0503 and 10 TAC §2.

Respondent is a “housing sponsot” as that term is defined in Tex. Gov't Code
§2306.004(14).

Pursuant to IRC §42(m)(1)(B) (i), housing credit agencies are required to monitot for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

Respondent violated 10 TAC §10.617 in 2015, by failing to provide a complete affirmative
marketing plan.

Respondent violated Section 4 of the HTC LURA and 10 TAC §10.611 in 2015 by failing to
provide documentation that household incomes wete within presctibed limits upon initial
occupancy for units 1202, 1213, 1214, 1311, 1316, and 2308.

Because Respondent is a housing sponsor with tespect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jurisdiction over Respondent
pursuant to Tex. Gov’t Code §2306.041 and §2306.267.

Because Respondent is a housing sponsor, TDHCA may order Respondent to petform or
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA ate parties, pursuant to
Tex. Gov’'t Code §2306.267.

Because Respondent has violated rules promulgated pussuant to Tex. Gov’t Code
§ 2306.053 and has violated agreements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty putsuant to Tex. Gov’t Code §2306.041.

An administrative penalty of $0 is an approptiate penalty in accordance with 10 TAC §2.

Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Boatd of the Texas Department
of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount

of §0.

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Attachment 1, and obtain approval from the
Department prior to consummating a sale of the propetty, if contemplated.

IT IS FURTHER ORDERED that the terms of this Agreed Final Order shall be published on
the TDHCA website.
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Approved by the Governing Board of TDHCA on Aprif 27, , 2017.

By:

Name: Leslie Bingham-Escarefio
Title: Vice Chair of the Board of TDHCA

By:
Name: James “Beau” Eccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §

S
COUNTY OF TRAVIS  §

Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
Leslie Bingham-Escarefio, proved to me to be the person whose name is subsctibed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS

S

$
COUNTY OF TRAYVIS §
Before me, the undersigned notary public, on this 27th day of April, 2017, petsonally appeated
James “Beau” Eccles, proved to me to be the person whose name is subscribed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas

Page 4 of 8




STATE OF TEXAS §
§
COUNTY OF §
BEFORE ME, , a notary public in and for the State of , on
this day personally appeatred , known to me ot proven to me through

to be the person whose name is subscribed to the foregoing instrument, and
acknowledged to me that (he/she) executed the same for the putposes and consideration therein
expressed, who being by me duly swotn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
statement, and personally acquainted with the facts herein stated.

2. T hold the office of for Respondent. I am the authorized tepresentative
of Respondent, owner of the Property, which is subject to a Land Use Resttiction Agreement
monitoted by the TDHCA in the State of Texas, and I am duly authorized by Respondent to
execute this document. '

3. Respondent knowingly and voluntarily enters into this Agreed Final Otder, and agrees with and
consents to the issnance and service of the foregoing Agreed Order by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:

OAK HOLLOW HOUSING, L.P., a Texas limited pattnetship

CAH-IDA OAK HOLLOW HOUSING LLC,
a Delaware limited Liability company, its general partner

CAH-IDA SOUTHWEST LLC,
a Delaware limited liability company, its manager

CAH-IDA HOLDINGS, LLC
a Delaware limited liability company, its manager

By:
Name: Larry Goodman

Title:  President

Given under my hand and seal of office this day of , 2017,

Signature of Notaty Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF
My Commission Expires:
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Attachment 1:

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 - UNIFORM MULTIFAMILY RULES

SUBCHAPIER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

(@) Ownership Transfer Notificaton. All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days prior to any sale, transfer, ot exchange of the Development
ot any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other dettimental action that put the Development at risk of failute, staff
may make a recommendation to the Boatd for the debarment of the entity and/or its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awatds will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title (relating to Previous Participation Reviews), -ptior to
recommending any new financing or allocation of credits. _

(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
or other partners affiliated with the investment limited partner, or changes resulting from foreclosure wherein
the lender or financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be tequited to adhere to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownership of a Development suppotted with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Director's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Ownet shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members or
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(c) Transfers Prior to 8609 Issuance or Construction Completion. Transfets (other than those that do not
tequite Executive Director approval, as set forth in subsection {b) of this section) will not be approved priot
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction (for alt
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partnet,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.

(d) Non-Profit Otganizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the requirements in
paragraph (1) or (2) of this subsection.

(1) If the HTC LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Organization, and the Development teceived Tax Credits pursuant to §42(h)(5) of the Code, the transferce
must be a Qualified Non-Profit Otganization that meets the requirements of §42(h)(5) of the Code and Texas
Government Code §2306.6706.
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(2} If the HT'C LURA requites ownership or material participation in ownership by a qualified non-profit

otganization, but the Development did not receive Tax Credits pursuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit organization that complies with the HTC
LURA.
(¢) Historically Underutilized Business ("HUB") Organizations. If a HUB is the general pattner of a
Development Owner and it (i) is being removed as the result of a default under the organizational documents
of the Development Owner or {ii) determines to sell its ownership interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not requited to be a HUB as long as the HTC
LURA does not require such continual ownetship ot 2 material HTC LURA amendment is approved. Such
approval can be obtained concurrent with Board approval described herein. All such transfers must be
approved by the Board and require that the Board find that:

(1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
otganizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, or would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownership and opetation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
(f) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Depattment to understand fully the facts and circumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferces and Related Paities;

(3) detailed information desctibing the experience and financial capacity of transferees and related parties
holding an ownership interest of 10 percent or greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer is approved by the
Depatrtment. The ownership transfer approval letter will not be issued until this 30 day period has expired.

(g) Within five (5) business days after the date the Department receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Department's programs, HT'C LURAs and
eligibility under this chapter.

(h} Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(telating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
described in paragraphs (1} and (2) of this subsection:

(1) in cases of transfets in which the syndicator, investor or limited partner is taking over ownership of the
Development and not merely replacing the general partner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
ptior to the transfer request date.

(@) Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter F of this chapter (relating to Compliance Monitoring). The Development Owner, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be attributable to the new Development Owner unless such ownership transfer is approved by the
Department.

(j) Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
cotresponding ownership transfer fee as outlined in §10.901 of this chapter (relating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 09,2014, 39 TexReg 9518
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 27, 2017

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Otrder
concerning Lakewood Gardens (HTC 91059 / CMTS 2305)

RECOMMENDED ACTION

WHEREAS, Lakewood Gardens, owned by SBI lLakewood Gatdens LP
(“Owner”), has uncorrected compliance findings relating to the applicable land use
restriction agreement and the associated statutory and rule requirements;

WHEREAS, on March 28, 2017, an Owner’s representative participated in an
informal conference with the Enforcement Committee and agreed, subject to Boatd
approval, to enter into an Agreed Final Order assessing an administrative penalty of
$1,500, with $750 to be paid within 30 days of Board’s adoption of the Agreed Final
Otrder and the remaining $750 to be forgiven if propetty staff attends training and all
violations ate resolved as specified in the Agreed Final Order on or before July 26,
2017, : '

WHEREAS, unresolved compliance findings include a written policies and
procedures violation, a utility allowance violation, an affirmative marketing plan
violation, and two lease notice violations; and

WHEREAS, staff has based its recommendations for an Agreed Final Order on the
Department’s rules for administrative penalties and an assessment of each and all of
the statutoty factots to be considered in assessing such penalties, applied specifically
to the facts and circumstances present in this case;

NOW, therefore, it is heteby

RESOLVED, that an Agreed Final Order assessing an administrative penalty of
$1,500, subject to partial forgiveness as outlined above for noncompliance at
Lakewood Gardens, substantially in the form presented at this meeting, and

authotizing any non-substantive technical corrections, is hereby adopted as the order
of this Board.




BACKGROUND

SBI Lakewood Gardens LP (“Owner”) is the owner of Lakewood Gardens (“Property™), a low
income apartment complex composed of 46 units, located in Dallas County. Records of the Texas
Sccretary of State list the following members and/or officers: Steve Saye and Jeffrey Saye. CMTS
lists both as the primary contact(s) for Owner. Selena Villatreal attended the informal conference
with authotization to represent Owner. The property is self managed and the onsite manager is
Cinthya Macias.

The Property is subject to a Land Use Restriction Agreement (“LURA”) signed by a prior owner in
1991 in consideration for a housing tax credit allocation in the annual amount of $38,910 to
rehabilitate and operate the Property. Cutrent owner acquired the propetty in 1997. The file does
not indicate whether prior approval was received, but the TURA remains in effect per Section 2 of
the LURA which stipulates that its restrictions run with the land.

The following compliance violations identified duting 2016 wete referred for an administrative
penalty and have been resolved:

1. Failute to provide pre-onsite documentation;
2. Lease violations relating to failure to provide and execute requited notices, including;

a. Failure to post the Tenant Rights and Resoutces Guide in a common area in the
office;

b. Failure to execute the Tenant Rights and Resources Guide Acknowledgments for
units 202 and 217;

c. Failure to execute the Notice of Amenities and Setvices for unit 202; and
Failure to execute the Fair Housing Disclosure Notice for unit 202.

The following compliance violations identified duting 2016 were tefetred for an administrative
penalty and are unresolved:

1. Failure to maintain compliant written policies and procedures, including tenant selection
criteria;
2. Failure to calculate a utility allowance;

3. Failure to maintain a compliant Affirmative Marketing Plan and evidence of associated
marketing efforts;

4. Lease violations relating to failure to provide and exccute requited notices, including;
2. Failure to execute the Notice of Amenities and Services for unit 207; and
b. Failure to execute the Fair Housing Disclosure Notice for unit 207.

An Owner representative participated in an informal conference with the Enforcement Committee
on March 28, 2017, and agreed to sign an Agreed Final Order with the following terms:

1. A $1,500 administrative penalty, subject to partial forgiveness as indicated below;
2. Ownet must submit §750 portion of the administrative penalty on ot before May 27, 2017;

3. Ownet must correct the file monitoting violations as indicated in the Agreed Final Order,
and submit full documentation of the corrections to TDHCA on or before
July 26, 2017;




4. Onsite manager and his/her supervisor must attend Fitst Thursday Income Eligibility
Training, then provide copies of completion certificates to TDHCA, on or before
July 26, 2017,

5. If Owner complies with all requirements and addresses all violations as required, the
remaining administrative penalty in the amount of $750 will be fotgiven; and

6. Tf Owner violates any provision of the Agteed Final Otder, the full administrative penalty
will immediately come due and payable.

Consistent with direction from the Department’s Enforcement Committee, a probated and, upon
successful completion of probation, partially forgivable administrative penalty in the amount of
$1,500 is recommended. This will be a repostable item of consideration under previous patticipation
for any new award to the principals of the owner.




ENFORCEMENT ACTION AGAINST § BEFORE THE
SBI LAKEWOOD GARDENS LP g TEXAS DEPARTMENT OF
WITH RESPECT TO § HOUSING AND
LAKEWOOD GARDENS g COMMUNITY AFFAIRS
(HTC FILE # 91059 / CMTS # 2305) §

AGREED FINAL ORDER

General Remarks and official action taken:

On this 27" day of Aptil, 2017, the Governing Boatd (“Board”) of the Texas Department of
Housing and Community Affaits (“IDHCA” ot “Depattment”) considered the matter of whether
enforcement action should be taken against SBI LAKEWOOD GARDENS LP, a Texas limited
partnership (“Respondent”).

This Agreed Order is executed putsuant to the authority of the Administrative Procedure Act
(“APA”), Tex. Gov’t Code §2001.056, which authorizes the informal disposition of contested cases.
In a desite to conclude this matter without further delay and expense, the Board and Respondent
agtee to resolve this matter by this Agreed Final Order. The Respondent agtees to this Order for
the putpose of resolving this proceeding only and without admitting or denying the findings of fact
and conclusions of law set out in this Otder.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order:

WAIVER

Respondent acknowledges the existence of their right to tequest a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Coutt of Ttavis County, Texas, of any
order as provided by Tex. Gov’t Code § 2306.047. Pursuant to this compromise and settlement, the
Respondent waives those rights and acknowledges the jutisdiction of the Board over Respondent.

FINDINGS OF FACT

Turisdrction:

1. During 1991, Richard W. Buck (“Prior Owner”) was awarded an allocation of Low Income
Housing Tax Credits by the Board, in an annual amount of $38,910 to build and operate
Lakewood Gardens (fka Bora Bora) (“Propetty”) (HTC file No. 91059 / CMTS No. 2305 /
LDLD No. 656).

2. Pror Owner signed a land use resttiction agreement (“LLURA”) regarding the Property. 'The

LURA was effective December 11, 1991, and filed of record at Volume 91243, Page 0013 of
the Official Public Records of Real Propetty of Dallas County, Texas (“Records”). In
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4,

accordance with Section 2 of the LURA, the LURA is a restrictive covenant/deed restriction

encumbering the property and binding on all successors and assigns for the full term of the
LURA.

Respondent took ownership of the Propetty in 1997 and, although an Agreement to Comply
was not signed, Respondent is bound to the terms of the LURA in accordance with Section

2 thereof.

Respondent is subject to the regulatory authority of TDHCA.

Compliance Violations':

5.

An on-site monitoring review was conducted on January 28, 2016, to determine whether
Respondent was in compliance with LURA requirements to lease units to low income
households and maintain tecords demonstrating eligibility. The monitoring review found
violations of the LURA and TDHCA rules. Notifications of noncompliance wete sent and a
July 11, 2016, corrective action deadline was set, however, the following violations were not
cotrected before the corrective action deadline:

a. Respondent failed to maintain written tenant selection critetia, a violation of
10 TAC §10.610 (I'enant Selection Critetia, now Written Policies and Procedures),
which requires all developments to establish written policies and procedures,
including tenant selection criteria, that meet minimum TDHCA tequitements.
Policies were submitted, but did not comply with minimum tequirements and the
finding is unresolved;

b. Respondent failed to submit pte-onsite documentation, a violation of
10 TAC §10.607 (Reporting Requirements) and 10 TAC §10.618 (Onsite
Monitoring), which require all developments to submit necessary documentation as
tequested  in  preparation for an  upcoming monitoring  review.
‘The violation was cotrected on January 12, 2017, 185 days past the otiginal deadline,
after intetvention by the Enforcement Committee;

c. Respondent failed to propetly calculate the utility allowance for the property, a
violation of 10 TAC §10.614 (Utility Allowances), which requites all developments to
establish a utility allowance. No utility allowance has been submitted;

d. Respondent failed to provide a compliant affirmative marketing plan, a violation of
10 TAC §10.617 (Affirmative Marketing Requirements), which requires
developments to maintain an affirmative marketing plan that meets minimum
tequirements and to distribute marketing materials to selected matketing
organizations that reach groups identified as least likely to apply and to the disabled.
An affirmative marketing plan was received in tesponse to an administrative penalty
informal conference notice, but the plan omitted the required marketing materials to
prove that the development was carrying out marketing to the disabled. A plan was

" Within this Agreed Final Order, all references to vielations of TDHCA Compliance Monitoring rules at
10 TAC §§ 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation. All past violations remain viclations under the current
code and all interim amendments.
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submitted, but did not comply with minimum requitements and the finding is
untesolved,;

Respondent failed to provide the Fair Housing Disclosute Notice for units 202 and
207, a violation of 10 TAC §10.612 (Tenant File Requitements), which, at the time of
move-in for each unit during 2014, required all developments to provide prospective
households with a fair housing disclosure notice within a cettain time petiod. This
form has since been combined with the Notice of Amenities and Services into a
replacement document called a “Tenant Rights and Resources Guide”, which also
has not been provided. The violation for unit 202 was corrected on January 12, 2017,
185 days past the original deadline, after intetvention by the Enforcement
Committee. The violation for unit 207 remains unresolved,

Respondent failed to provide a Notice of Amenities and Services to units 202 and
207 a violation of 10 TAC §10.613 (Lease Requirements), which, at the time of
move-in for this unit duting 2014, required ownets to ptrovide to each household, at
the time of execution of an initial lease and whenever there was a subsequent change
in amenities and services, a notice describing those amenities and services. This
form has since been combined with the Fait Housing Disclosure Notice into a
replacement -document called a “Tenant Rights and Resources Guide”, which also
has not been provided. The violation for unit 202 was cottected on January 12, 2017,
185 days past the orginal deadline, after intervention by the Hnfotcement
Committee. The violation for unit 207 remains unresoclved;

Respondent failed to post a laminated copy of the Tenant Rights and Resources
Guide in a common atea of the leasing office, a violation of 10 TAC §10.613
(Lease Requirements), which requires owners to post a laminated copy of the Guide
in a common area of the leasing office and provide a copy to each household duting
the application process and upon any subsequent change to common amenities, unit
amenities, or setvices. The violation was cotrected on January 12, 2017, 185 days
past the original deadline, after intervention by the Enforcement Committee; and

Respondent failed to provide a Tenant Rights and Resources Guide and get a signed
Acknowledgment for units 202 and 217, a violation of 10 TAC §10.613
(Lease Requirements), which requires owners to post a laminated copy of the Guide
in 2 common area of the leasing office and provide a copy to each household during
the application process and upon any subsequent change to common amenities, unit
amenities, or services. The violations were cortected on January 12, 2017, 185 days
past the original deadline, after intervention by the Enforcement Committee.

6. The following violations remain outstanding at the time of this order:
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Written policies and procedures violation desctibed in FOF #5.a;
Utility allowance violation desctibed in FOF #5.c;

Affirmative matketing plan violation described in FOF #5.d;
Lease notice violation described in FOF #5.¢;

Lease notice violation described in FOF #5.f,




10.

11.

12.

13.

CONCLUSIONS OF LAW

The Depattment has jurisdiction over this mattet pursuant to Tex. Gov’t Code §§2306.041-
0503 and 10 TAC §2.

Respondent is a “housing sponsor” as that term is defined in Tex. Govt Code
§2306.004(14).

Pursuant to IRC §42(m)(1)(B)(ii)), housing ctedit agencies are required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

Respondent violated 10 TAC §10.610 in 2016, by not maintaining written policies and
ptocedures, including tenant selection criteria, meeting TDHCA requirements.

Respondent violated 10 TAC §10.607 and §10.618 in 2016, by not submitting pre-onsite
documentation in preparation for the monitoting review.

Respondent violated 10 TAC §10.614 in 2016 by failing to establish a utility allowance.

Respondent violated 10 TAC §10.617 in 2016, by failing to ptovlde a complete affirmative
marketing plan and evidence of outreach marketing.

Respondent violated 10 TAC §10.612 in 2014, by failing to execute the Fair Housing
Disclosure Notice duting the approptiate time frame for units 202 and 207.

Respondent violated 10 TAC §10.613 in 2014, by failing to execute the Notice of Amenities
and Setvices for units 202 and 207.

Respondent violated leasing requirements in 10 TAC §10.613 in 2016, by failing to post a
laminated copy of the Tenant Rights and Resoutces Guide in 2 common area of the leasing
office.

Respondent violated leasing requirements in 10 TAC §10.613 in 2016, by failing to provide a
Tenant Rights and Resources Guide to units 202 and 207, and have the households sign
acknowledgment forms.

Because Respondent is a housing sponsotr with tespect to the Propetty, and has violated
TDHCA rules, the Board has personal and subject matter jurisdiction over Respondent
pursuant to Tex. Gov’t Code §2306.041 and §2306.267.

Because Respondent is 2 housing sponsotr, TDHCA may order Respondent to perform or
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
terms of a contract or agreement to which Respondent and TDHCA are patties, pursuant to
Tex. Gov’t Code §2306.267.
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14.  Because Respondent has violated rules profnulgated pursuant to Tex. Gov't Code §
2306.053 and has violated agreements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty pursuant to Tex. Gov’t Code §2306.041. '

15.  An administrative penalty of $1,500 is an appropiiate penalty in accordance with 10 TAC §2.

Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth n Tex. Gov’t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Department
of Housing and Community Affaits ordets the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount
of $1,500, subject to partial deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall pay and is hereby directed to pay a $750
portion of the assessed administrative penalty by cashiet’s check payable to the “T'exas Depattment
of Housing and Community Affairs” on or before May 27, 2017.

IT IS FURTHER ORDERED that the onsite property manager and his/her supervisor shall
attend First Thursday Income Eligibility Training offered by TDHCA and submit a completion
certificate to the Agency on or before July 26, 2017.

IT IS FURTHER ORDERED that Respondent shall fully correct the file monitoring violations
as indicated in the attachments and submit full documentation of the cotrections to TDHCA on or
before July 26, 2017. '

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, cotrecting all violatons as required, the satisfactory
petformance under this order will be accepted in lieu of the remaining assessed administrative
penalty in the amount of $750, which will be deferred and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise
violates any provision of this order, or the ptropetty is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the remaining administrative penalty in the
amount of $750 shall be immediately due and payable to the Department. Such payment shall be
made by cashier’s check payable to the “T'exas Department of Housing and Community Affairs”
upon the earlier of (1) within thirty days of the date the Depatrtment sends wtitten notice to
Respondent that it has violated a provision of this Otder, or (2) the property closing date if sold
befote the terms and conditions of this Agreed Final Otder have been fully satisfied.
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IT IS FURTHER ORDERED that cottective documentation must be uploaded to the
Compliance Monitoring and Tracking System (“CM1S”) by following the instructions at this link:

http:/ /swww.tdhca. state.tx.us /pmedocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is

complete, an email must be sent to Ysella KKaseman at ysella kaseman(@tdhca.state.tx.us to inform
her that the documentation is ready for review. Penalty payment(s) must be submitted to the

following address:

If via overnight mail (FedEx, UPS): If via USPS:

TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kasernan

221 E 112 5t P.O. Box 13941
 Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requirements of
10 TAC §10.406, a copy of which is included at Attachment 3, and obtain approval from the
Departtment ptior to consummating a sale of the property, if contemplated.

IT IS FURTHER ORDERED that the tetms of this Agreed Final Order shall be published on
the TDHCA website.

[Remainder of page intentionally biank]
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Approved by the Governing Board of TDHCA on April 27, , 2017,

By:
Name: Lesiie Bingham-FEscarefio
Title: Vice C_hajr_of the Boatd of TDHCA

By:
Name: James “Beau” Fccles
Title: Secretary of the Board of TDHCA

THE STATE OF TEXAS §
COUNTY OF TRAVIS )
Befote me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
Leslie Bingham-Fscarefio, proved to me to be the person whose name is subscribed to the foregoing

instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed. :

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS

S

N
COUNTY OF TRAVIS §
Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
James “Beau” Bccles, proved to me to be the person whose name is subscribed to the foregoing
instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas
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STATE OF TEXAS §
§
COUNTY OF §
BEFORE ME, , a notary public in and for the State of on
this day personally appeared , known to me ot proven to me through

to be the person whose name is subscribed to the fotegoing instrument, and
acknowledged to me that (he/she} executed the same for the purposes and consideration thetein
expressed, who being by me duly sworn, deposed as follows:

1. “My name is » I am of sound mind, capable of making this
statement, and personally acquainted with the facts hetein stated.

2. T hold the office of for Respondent. I am the authorized representative
of Respondent, owner of the Property, which is subject to a Land Use Resttiction Agreement
monitored by the TDHCA in the State of Texas, and I am duly authotized by Respondent to
execute this document.

3. Respondent knowingly and voluntarly enters into this Agreed Final Order, and agrees with and
consents to the issuance and service of the foregoing Agreed Order by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:;
SBI LAKEWOOD GARDENS LP, a Texas limited pattnership

SAYE BROTHERS MANAGEMENT CORP., a Texas
corporation, its general partner

By:
Name:
Title:

Given under my hand and seal of office this day of , 2017.

Signature of N otéu:y Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR THE STATE OF
My Commuission Expires:
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Attachment 1

File Monitoring Violation Resources and Instructions

1. Refer to the following link for all references to the rules at 10 TAC §10 that are referenced
below:

ublic/readtac8ext, View LTAC?tac view=5&ti=108pt=18ch=10&sch=F&zl=Y

2. Refer to the following link fot copies of forms that are referenced below:
http:/ /www.tdhea.state. txus /pmecomp/ forms htm

3. All corrections must be submitted via CMTS: Sec link for steps to upload documents
http: _Www.tdhca.state.tx.us mcdocs/CMTSUserGuide-AttachineDocs.pdf.

4. Written tenant selection critetia — Respondent submitted written tenant selection criteria,
howevet, the criteria wetre incomplete.

How to prepare compliant criteria: Prepare updated written policies and procedures addressing
all requirements at 10 TAC §10 610. Staff recommends using that rule as a checklist. A webinar
presentation is available at: h www.tdhea.state.tx.us/pmcomp/presentations.htm. A cheat
sheet for further verification is avaﬂable at http://www.tdhca.state.tx.us/pmedocs/15-AOCR-
TSC.pdf, however, please note that the cheat sheet was only published as an aide for annual
reporting and, as such, should not be relied upon as a primary resource; you are required to
follow all requirements of the rule.

What to submit: Once your wtitten policies and procedures are complete, .the owner must
review the criteria, then submit them via CMTS along with the applicable signed Owner
Certification included at Attachment 2.

6. Utility Allowance — Respondent has not submitted a utility allowance. Thete are many methods
to calculate a utility allowance. See http://www.tdhca state.tx.us/pmcomp /utility-allowance.htm
and 10 TAC §10.614. The easiest method, but not the only acceptable method, would be to use
the utility allowance published by the applicable housing authotity, the City of Dallas Housing
Authority. Their website is at  http://www.dhadal.com and their published utility allowance is

currently available at http://www.dhadal.com/Business /2/ Utility%20Allowances.

What to submit: Calculate a utility allowance in accordance with 10 TAC §10.614 and submit a
copy of the new utility allowance via CMTS. Also submit the development’s updated Unit Status
Repott within CMTS to demonstrate that the utility allowance has been implemented. Rent will
be tested development-wide once the proper allowance is implemented, and any resulting
noncompliance will be cited at that time and provided a separate corrective action petiod of 90
days outside of this Agreed Final Otder.

7. All lease notice violations, including Fair Housing Disclosure Notice, and
Notice of Amenities and Services.

What to submit: The owner must review the applicable Owner Certification at Attachment 2,
verify that all requirements described by the certification have been met, then submit the
applicable signed Owner Certification via CMTS.
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5. Affirmative marketing plan —

How to prepare a compliant plan and marketing materials: Respondent submitted a plan, but it
did not comply with minimum requitements. First read the rule at 10 TAC §10.617, then watch

the webinar at ht;p:[(Www.tdhca.state.m.us[pmcomp_[presentations.htm to gain a general

undetstanding regarding affirmative marketing. Next, review the following list of frequent
problems obsetrved, which include, but ate not limited to:

Not using HUD Form 935.2A;

Not correctly identifying populations “least likely to apply”. In general, those
populations that are least likely to apply might include: African Americans, Native
Americans, Alaskan Natives, Asians, Native Hawaiians, Other Pacific Islanders,
Caucasians (non-Hispanic), Hispanics or Latinos, families with children, and the
disabled. Analysis is required to determine which of these groups are least likely to
apply; -
Not affirmatively marketing to the disabled. All propetties must market to the disabled
population; : '

Not correctly identifying organizations that are specifically associated with groups
identified as “least likely to apply”. or example, marketing to the Housing Authortity ot
placing ads in Craigslist would be considered general marketing, not affirmative
marketing, because both serve all persons living in the area. One exception would be if
“Not Hispanic” is identified as a group that is least likely to apply;

Not including evidence of special outreach efforts, such as marketing letters, to those
“least likely to apply” populations through specific media, organizations, or
community contacts that work with “least likely to apply” populations ot work in areas
where “least likely to apply” populations live; and

Not including a sentence in English and Spanish in the outreach marketing matetials that
prospective tenants can access if reasonable accommodations are needed to complete the
application process.

Steps to complete affirmative marketing plan:

a.

b.
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Identify the appropriate housing market in which outréach efforts will be made;

Determine the groups that are least likely to apply. The Affirmative Marketing Web
Tool referenced at 10 TAC §10.617(d)(5) to determine groups that are least likely to
apply 1is available online at: http://www.tdhca.state.tx.us/pmcomp/forms.htm.
The groups currently identified by the tool are Persons with Disabilities,
Black/African American, not Hispanic, and Asian. Persons with disabilities must always
be selected as a group least likely to apply. You must run the Tool yourself to ensure that the data
remains the same. If you use this T'ool and save a copy with your Plan in your files, you
may rely upon its results. Alternatively, you may petform your own analysis to determine
groups that are considered least likely to apply, but you must petform and document a
reasonable analysis by which those groups were identified.

If “not Hispanic” is identified as a group that is “least likely to apply™, this group will be
marked in your plan as “Other” and you would write in “Not Hispanic”. Many ownets
assume that the “Not Hispanic” group identified in the Affirmative Marketing Web Tool
means “White”. This "is not necessarily the case. TDHCA’s Compliance Division




explains the “Not Hispanic™ category like this: Fach household member has a Race and
an Ethnicity. The Race could be White, American Indian or Alaskan Native, Asian,
Black ot Aftican Ametican, or Native Hawaitan or Other Pacific Islander. The Ethnicity
could be either Hispanic or Not Hispanic. In other wotds, a petson could be
Black/African American and Hispanic. Likewise, a person could be White and Hispanic.
In other words, the “Not Hispanic” demographic is not just “White”, it is literally
everyone who is “Not Hispanic™.

c. Identify specific otganizations, media, and community contacts i the housing market to
send marketing outreach matetials, The organizations must specifically reach those
groups designated as least likely to apply, including otganizations that assist persons with
disabilities. For example, a local housing authority serves the general public, not a
specific racial or ethnic demographic; therefore, marketing to the housing authority is
niot affirmative marketing wn/ess you are required to market to Not-Hispanic populations,
in which case more general matketing of this type would be acceptable to market to that
group. An Asian Chamber of Commerce ot local Asian publication could be an avenue
to matket to the Asian population if that group is identified as one that is least likely to
apply. Similarly, local groups that focus on helping the mentally disabled, physically
disabled, disabled veteran affairs groups, etc, could be a way to market to the disabled
community. Some examples of groups that focus on the disabled: Easter Seals, United
Cerebral Palsy, American Council of the Blind, The Blinded Veterans Association.

d. Complete and execute an affirmative marketing plan using any version of HUD Fotm
935.2A, including the groups and otganizations identified above;

e. Comply with all requirements of 10 TAC §10.617, which we recommend using as a
checklist;

f. Send matketing outreach materials to the identified organizations, ensuring that said
marketing matetials comply with all requirements of 10 TAC §10.617. Remember that
10 TAC §10.617(f)(5) requires marketing materials to include the Fair Housing Logo and
give contact information that prospective tenants can access if reasonable
accommodations are needed in order to complete the application process. This contact
information sentence must include the terms “reasonable accommodation” and must be
in English and Spanish. Here is a sample of an acceptable sentence recently included in
marketing matetials from another property: “Individuals who need to request a reasonable
accommadation o complete the application process should contact the apartment manager at XXX-
XXX-XXXX. Personas con discapacidad gue necesitan solicitar un acomodacion razonabl para
compieter el proceso de aplicacion deben comunicarse con el Administrador del apariment al XXX-
XXX XXXX.”

g. Maintain all documentation in your files for future review.

What to submit: Once your Affirmative Marketing plan and outreach materials are complete, the
owner must teview them, then sign and upload to CMTS the applicable Owner Certification
mcluded at Attachment 2.
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Attachment 2
Owner Certifications

(see attached)

The rules at 10 TAC §10 that are referenced in the attached certifications are available at this link
http:/ /texreg.sos.state.tx.us/public/readtacfext. View 'ACPtac view=58&=10&pt=18&ch=10&sch=F&l=Y
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Texas Department of Housi_ngand Commounity Affairs
Owner Certification of Corrected Noncompliance

Development Name:  Lakewnod Gardens _ CMISID: 2305

The above seferenced Dievelopment was monitoeed on 1/28/2016 to deteomine if the Development is in
compliance with the requicemesnes of the Honsing Tae Credit program. The review resulted in 2 finding of

noneampliznce nnder Title 1), Chapter 10, Sobchapter F related to Complizece Monitoning, §10.610, Written
Policies and Procednses. Please see attached Findinps Repoxt for demnils as to the specifie paliey/prosedire
affected aed the reason for which the poseompliznce was citad. Update that palicy /procedure as detailed
and subnzit a copy of the updsted policy/procedure, with a tevised effective date as required umder
the mile, to suppart this certification.

Under 10 TAC §24010c)(1), The Deparsmens mz debar any Respowsibie Pargy séw bas sosrialy or revestefly vinfmed
avy condifon fnppored by 15e Departwens i arnnection 2655 2he adwininrion of @ Departwenr teosram, fachding 2 meverial
or repeaied wiokaisn of @ fand wse renvicvon ggrevaremt (LUR M) mgending o developomeme supported sish o borring fax oradiy
allsrarion. Repeated failnse 1o comply with the prowisions prescabed in {10610 may be considered a matesizl
viclation of the LURA. Owwnees that cepeatedly and materally violate deeir TTURAs wil be secommended fios
debarment from parficipation in peograms administered by the Department. A copy of §10.6101s m:mhedm

ensufe DNE0INg mmphance
I, onbebalfof ____ am 2 duly anthorized represantative, who
is so anthorized by rezson of my position a3 to hereby centify, as e and

correct, that the above seferenced noncompliance related to §10.610 has been comected in the manner
deseribed and that a1l sequited written policies and procedures under §10.610 are fully complisnt with the
mile. If a1 the next onsite review, there has not been an cwmecship transfer and this event of noncompliance
iz cited again, I understand that the ownar will be recommended for debacmear.

Sagnamuce of Authorized Crwner Representative ' Dazs

TWaming: Title 18, Section 1008 of the TLA. Cndcmhruammmlaﬁummmahmmﬁdﬁlszmwummmmm
mpmmmjgmmmehmdmammmmﬁmmmm ]
Diececaber DTS
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Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development Name:  Lakewaod Gacdens LIS I 2305

The above referenced Development was monitored an 1/28/2017 to determine if the Development 15
compliance with the requirersents of the Honsing Tax Credit program. The review resulted n a2 finding of
noncompliance mnder Title 10, Chapter 10, Subchapter F related to Compliance Monitoring, §10.613(k)
which staes:

(%) -3 Deselgtivrent Osmer shall post in 2 comearen aren of the lazring offfer & lawingted copr and provide ead bausbold, during
e applization procers and pon a Tuiveqrent change 20 zhe fens deseribed in paragraph (2) of vhr swbsection, the brechure
awede avilabiz Gy the Dgpartnseny, 4 Tenare Ripher and Bespurcer Gridy, mbich dncludes;

(¥} Legfimention sbosr Fair Housing and sewant chofee;

{2} Jrglirmenifon rpreciing someveen asmemiier, Mwis mmncninier, and Teveiver; die

{5) A romifinerio thut & repreresavive of e Soverebols st sipm pser 29, T wonre dha 336 gy o v, tho dwitdnd Sy
eavaniion srlnomipdiing revefte o 2t Brochare. :

) T e ever thi dwovdome iv wow prondsles Sl v 2y Sonsebod dber mor o o seemitne o re Bvackere, sorracipn el b

- arbfeved by providing e Sowrabolf b the Srochure and reveieing o sipwedd ceigfieavioe shat it we vaszived

Throngh this certifirarion, e hareby centify the following:

1. Thar a corcectly executed Tenamt Rights and Resoneees Gnide is laminated and posted i 2 commaom
azea of the leasing office;

2 Al low-income houssholds have been provided the Tenant Rights and Rewoueess Gmide and
axecnted the reqmisred acdknowiedgement; and,

3. Al fumw low-iacome households will be provided the Tenant Rights acd Recounsees Guide and
exeente the acknowledgement of receipt no more that 120 days prios to move in . :

Under 10 TAC §2.401(¢), a pesson shall be recommended for debarment if they control 2 Development that
ducing two sequential mogitoring visits iz found to be out of compliance with the lease requirements
described in §10.613. I at the next onsite review, there has been not beent an ownership transfer and
aoaccmpliance is assessed for failure to execute required lease provisions, the owner will be recommended
for debarment from participation in programs administered by the Depacment A copy of §I10.613 is
attzched to ensnge ongomp compliance.

i, . o1 behalf of - 3 3 dulr anthorized representarive,
whe is so anthonzed by reason of my position as to herebryr centify, as troe and

eocrect, that the above reforenced noncompliznce relaved to 10.613(K) kas been corrected in the manner
deseribed and thar all required lease langnage nader §100613 s in the lease and lease addendmme. I Fumher
eortify that I vederstznd that if this event of somsomplizane is cited at the next onsite review of the
ewrner vall be reecormended for debarmnent.

—_—

Signawmee of Athogzed Cmrner Reprazentative Dot

Waening: Tite 18, dection 1001 of the U.A. Cods moakes it 2 criminal offerse to malee wiltful false statemants or misrepresentations to
Department ac Agency in the United States 3¢ to aoy matter within it fumsdicion.
TDHCA
Diacambar 2005
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Attachment 3:

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNTTY AFFAIRS
CHAPTER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTER E POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownetship Transfers (§2306.6713)

(2) Ownership Transfer Notification. All multifamily Development Ownets must ptovide written notice to
the Department at least thirty (30) calendar days ptior to any sale, transfer, or exchange of the Development
or any portion of or Controlling interest in the Development. Transfers that are the result of an involuntary
removal of the general partner by the investment limited partner must be reported to the Department, as
soon as possible due to the sensitive timing and natute of this decision. If the Depatrtment determines that
the transfer, involuntary removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other dettimental action that put the Development at tisk of failure, staff
may tnake a recommendation to the Board for the debarment of the entity and/ot its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
proposed awards will be reported and may be taken into considetation by the Executive Award and Review
Committee, in accordance with §1.5 of this title (telating to Previous Participation Reviews), ptior to
recommending any new financing or allocation of credits.

(b) Requirement. Department approval must be requested for-any new membet to join in the ownership of a
Development. Fxceptions include changes to the investmerit limited partner, non-controlling limited partner,
or other partners affiliated with the investment limited partnet, or changes tesulting from foreclosure wherein
the lender or financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermore, a Development
Owner may not transfer an allocation of tax credits or ownership of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Director's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
apptoval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Depattment but shall not be requited to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new membets or
the transferee is a Related Party who does not Control the Development and the transfer is being made for
estate planning purposes.

(c) Transfers Prior to 8609 Issuance or Construction Completion. Transfers (other than those that do not
require Executive Ditector approval, as set forth in subsection (b) of this section) will not be approved prior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction (for all
Developments funded through other Department programs) unless the Development Ownet can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partner,

ctc.). The Development Owner must provide the Department with a written explanation describing the

hardship and a copy of any applicable agreement between the patties to the transfer, including any Third-
Party agreement, '

(d) Non-Profit Organizations. If the ownership transfer request is to replace a non-profit organization within
the Development ownership entity, the replacement non-profit entity must adhere to the tequirements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Organization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transferee
must be a Qualified Non-Profit Organization that meets the tequirements of §42(h)(5) of the Code and Texas
Government Code §2306.6706.
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(2) If the LURA requires ownership or matetial participation in ownetship by a qualified non-profit

organization, but the Development did not receive Tax Credits pursuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit organization that complies with the
LURA.
{e) Historically Underutilized Business ("HUB") Otganizations. If a IIUB is the general partner of a
Development Owner and it (i) is being removed as the result of a default under the organizational documents
of the Development Owner or (ii) determines to sell its ownetship interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not required to be 2 HUB as long as the LURA
does not require such continual ownership or a matetial LURA amendment is approved. Such approval can
be obtained concurrent with Board approval described herein. All such transfers must be approved by the
Board and require that the Board find that:

(1) the selling HUB is acting of its own volition or is being removed as the result of a default under the
organizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, ot would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownetship and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownetship transfers
(f) Documentation Required. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances that gave tise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) alist of the names of transferees and Related Parties;

(3) detailed information describing the experience and financial capacity of transferees and related parties
holding an ownership interest of 10 percent or greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day petiod has expired.

(g) Within five (5) business days after the date the Department receives all necessaty information under this
section, staff shall initiate a qualifications review of a transfetee, in accordance with §1.5 of this title, to
determine the transferee’s past compliance with all aspects of the Department's ptograms LURAs and
eligibility under this chapter.

(h) Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a) of this title
(relating to Tax Credit Request and Award Limits), the ctedit amount will not be applied in circumstances
described in paragraphs (1} and (2) of this subsection:

(1) in cases of transfers in which the syndicator, investor ot limited partner is takmg over ownetship of the
Development and not merely replacing the general partnet; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) yeats
prior to the transfer request date. :

() Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter F of this chapter (telating to Compliance Monitoting). The Development Ownet, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be attributable to ‘the new Development Owner unless such ownership transfer is approved by the
Department.

() Ovwmership Transfer Processing Fee. The ownership transfer request must be accompanied by
corresponding ownership transfer fee as outlined in §10.901 of this chapter (telating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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BOARD ACTION REQUEST
LEGAL DIVISION
APRIL 27, 2017

Presentation, discussion, and possible action regarding the adoption of an Agreed Final Order
concerning Vicksburg Ttd. (HTC 91104 / CMTS 980)

RECOMMENDED ACTION

WHEREAS, Vicksburg, a low income apartment complex in Brown County, owned
by Vicksburg Ltd. (“Owner”), has uncotrected compliance findings relating to the
applicable land use restriction agreement and the associated statutory and rule
requirements;

WHEREAS, on March 28, 2017, Owner’s tepresentatives patticipated in an
informal conference with the Enforcement Committee and agreed, subject to Board
approval, to enter into an Agreed Final Order assessing an administrative penalty of
$500, to be forgiven if all violations are resolved as specified in the Agreed Final
Order on or before June 26, 2017,

WHEREAS, unresolved compliance findings include three lease violations relating
to required lease notice, an Affirmative Marketing Plan violation, and a violation for
failure to have compliant written tenant selection policies and procedures; and

WHEREAS, staff has based its recommendations for an Agreed Final Order on the
Department’s rules for administrative penalties and an assessment of each and all of

- the statutoty factors to be considered in assessing such penalties, applied specifically
to the facts and circumstances present in this case;

NOW, therefore, it is heteby

RESOLVED, that an Agreed Final Order assessing an administrative penalty of
$500, subject to forgiveness as outlined above for noncompliance at Vicksburg,
substantially in the form presented at this meeting, and authotizing any non-
substantive technical corrections, is hereby adopted as the order of this Board.

BACKGRQUND

Vicksburg Ltd. (“Owner”) is the owner of Vicksburg (“Propetty”), a low income apartment complex
composed of 44 units, located in Brown County. Recotds of the Texas Sectetary of State list the
following members and/or officers: Kristina McCann. CMTS lists Ronald McCann as the primary
contact for Owner. The property is self managed, and the onsite manager listed in CMTS is Libby
Hobbs. All three owner and management representatives attended the informal conference.




The Property is subject to a Land Use Restriction Agreement (“LURA”) signed by Owner in 1991 in
consideration for a housing tax credit allocation in the atnount of $63,398 to build and opetate the
Property.

The following compliance violations identified during 2016 were treferted for an administrative
penalty and all are unresolved:

1.

Lease violations relating to failure to provide and execute requited notices, including:

a. Failure to execute the Tenant Rights and Resources Guide Aéknowledgment for
units 114 and 133; and

b. Failure to execute the Fair Housing Disclosure Notice for unit 122.

Failure to maintain a compliant Affirmative Matketing Plan and evidence of associated
marketing efforts; and

Failure to maintain compliant written policies and procedutes, including tenant selectlon
criteria.

Owner participated in an informal conference with the Enforcement Committee on March 28, 2017,
and agreed to sign an Agreed Final Order with the following terms:

1.
2.

A $500 administrative penalty, subject to fotgiveness as indicated below,

Owner must correct the file monitoring violations as indicated in the Agreed Final Ordet,
and submit full documentation of the corrections to TDHCA on or before
June 26, 2017;

If Owner complies with all requitements and addresses all violations as required, the
remaining administrative penalty in the amount of $500 will be forgiven; and

If Owner violates any provision of the Agreed Final Otdet, the full administrative penalty
will immediately come due and payable.

Consistent with direction from the Department’s Enforcement Committee, a probated and, upon
successful completion of probation, fully forgivable administtative penalty in the amount of $500 is
recommended. This will be a reportable item of consideration under previous patticipation for any
new award to the principals of the owner.




ENFORCEMENT ACTION AGAINST § BEFORE THE
VICKSBURG LTD. WITH RESPECT g TEXAS DEPARTMENT OF
TO VICKSBURG LTD. § HOUSING AND
(HTC FILE # 91104 / CMTS # 980) g COMMUNITY AFFAIRS
AGREED FINAL ORDER

General Remarks and official action taken:

On this 27 day of April, 2017, the Governing Board (“Board”) of the Texas Department of
Housing and Community Affairs (“ITDHCA” or “Department”) considered the matter of whether
enforcement action should be taken against VICKSBURG LTD., a Texas limited partnership
(“Respondent”). '

This Agreed Otrder 1s executed pursuant to the authority of the Administrative Procedure Act
(“APA”), Tex. Gov’t Code §2001.056, which authorizes the informal disposition of contested cases.
In a desite to conclude this matter without further delay and expense, the Board and Respondent
agree to resolve this matter by this Agreed Final Otrder. The Respondent agrees to this Order for
the purpose of resolving this proceeding only and without admitting ot denying the findings of fact

and conclusions of law set out in this Order.

Upon recommendation of the Enforcement Committee, the Board makes the following findings of
fact and conclusions of law and enters this Order:

WAIVER

Respondent acknowledges the existence of theit right to request a hearing as provided by Tex. Gov’t
Code § 2306.044, and to seek judicial review, in the District Court of Travis County, Texas, of any
order as provided by Tex. Gov’t Code § 2306.047. Putsuant to this comptomise and settlement, the
Respondent waives those rights and acknowledges the jurisdiction of the Board over Respondent.

FINDINGS OF FACT
Turisdiction:
1. During 1991, Respondent was awatded an allocation of Low Income Housing Tax Credits

by the Board, in the amount of $63,398 to build and operate Vicksburg Ltd. (*Property™)
(HTC file No. 91104 / CMTS No. 980 / LD1L.D No. 657).

2. Respondent signed a land use restriction agreement (“LURA”™) regarding the Property. The
LURA was effective December 16, 1991, and filed of tecord at Volume 1096, Page 702 of
the Official Public Recotds of Real Property of Brown County, Texas.

3. Respondent is subject to the regulatory authority of TDHCA.
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Compliance Violations':

4. An on-site monitoring review was conducted on February 3, 2016, to detetmine whether
Respondent was in compliance with LURA requirements to lease units to low income
households and maintain records demonstrating eligibility. ‘The monitoring review found
violations of the LURA and TDHCA rules. Notifications of noncompliance wete sent and a
June 7, 2016, corrective action deadline was set, however, the following violations were not
tully corrected before the deadline:

a. Respondent failed to provide a Tenant Rights and Resources Guide and get a signed
Acknowledgment for unit 114 and 133, a violation of 10 TAC §10.613
(Lease Requitements), which requires owners to post a laminated copy of the Guide
in 2 common area of the leasing office and provide a copy to each household duting
the application process and upon any subsequent change to common amenities, unit
amenities, ot setvices. These houscholds vacated the units before signing the forms
necessary to resolve the violation;

b. Respondent failed to ptovide the Fair Housing Disclosure Notice for unit 122, a
violation of 10 TAC §10.608 (Lease Requirements), which, at the time of move-in
duting 2013, required all developments to provide prospective households with a fair
housing disclosure notice within a cettain time petiod. This form has since been
combined with the Notice of Amenities and Setvices into a teplacement document
called a “Tenant Rights and Resources Guide”, which also has not been pfovided
because the household vacated the unit before signing the forms necessaty to resolve
the violation; :

¢. Respondent failed to provide a compliant affirmative marketing plan, a violation of
10 TAC §10.617 (Affirmative Marketing Requitements), which requires
developments to maintain an affirmative marketing plan that meets minimum
tequitements and to distribute marketing materials to selected martketing
organizations that reach groups identified as least likely to apply and to the disabled.
An affirmative marketing plan was received in response to an administrative penalty
informal confetence notice, but it was an old plan from 2014 that did not meet
minimum standards; and

d. Respondent failed to maintain written policies and ptocedures, including tenant
selection criteria, a violation of 10 TAC §10.610 (L'enant Selection Criteria, now
Written Policies and Procedures), which requires all developments to establish
written tenant selection criteria that meet minimum TDHCA requirements.

5. The following violations remain outstanding at the time of this ordet:
a. Lease notice violations described in FOF #5.a;
b. Lease notice violation described in FOF #5.b;
c. Affirmative marketing violation described in FOF #5.¢;

! Within this Agreed Final Order, all references to violations of TDHCA Compliance Monitoring rules at
10 TAC §§ 10 and 60 refer to the versions of the code in effect at the time of the compliance monitoring reviews
and/or inspections that resulted in recording each violation. All past violations remain violations under the current
code and all interim amendments.
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d. Written policies and procedures violation described in FOF #5.d.

CONCLUSIONS OF LAW

1. The Department has jurisdiction over this matter pursuant to Tex. Gov’t Code §§2306.041-
0503 and 10 TAC §2.

2. Respondent is a “housing sponsot” as that term.is defined in Tex. Govt Code
§2306.004(14). '

3. Pursuant to IRC §42(m)(1)(B)(iii), housing credit agencies arc required to monitor for
noncompliance with all provisions of the IRC and to notify the Internal Revenue Service of
such noncompliance.

4. Respondent violated leasing requirements in 10 TAC §10.613 in 2015, by failing to provide a
Tenant Rights and Resources Guide to units 114 and 133, and have the households sign
acknowledgment form.

5. Respondent violated 10 TAC §10.608 in 2013, by failing to execute the Fair Housing Disclosure
Notice during the appropriate time frame for unit 122.

6.  Respondent violated 10 'TAC §10.617 in 2016, by failing to provide a complete affirmative
marketing plan.

7. Respondent violated 10 TAC §10.610 in 2016, by not maintaining written tenant selection
critetia meeting TDHCA requitements.

8.  Because Respondent is a housing sponsor with respect to the Property, and has violated
TDHCA rules, the Board has personal and subject matter jutisdiction over Respondent
putsuant to Tex. Gov’t Code §2306.041 and §2306.267.

9, Because Respondent 1s a housing sponsor, TDHCA may order Respondent to. petform or
refrain from performing certain acts in order to comply with the law, TDHCA rules, or the
tetms of a contract or agreement to which Respondent and TDHCA ate patties, pursuant to
Tex. Gov’'t Code §2306.267.

10. Because Respondent has violated rules promulgated pursuant to Tex. Gov’t Code §
2306.053 and has violated agteements with the Agency to which Respondent is a party, the
Agency may impose an administrative penalty pursuant to Tex. Gov’t Code §2306.041.

11.  An administrative penalty of $500 is an appropriate penalty in accordance with 10 TAC §2.
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Based upon the foregoing findings of fact and conclusions of law, and an assessment of the factors
set forth in Tex. Gov’t Code §2306.042 to be considered in assessing such penalties as applied
specifically to the facts and circumstances present in this case, the Board of the Texas Department
of Housing and Community Affairs orders the following:

IT IS HEREBY ORDERED that Respondent is assessed an administrative penalty in the amount
of $500, subject to deferral as further ordered below.

IT IS FURTHER ORDERED that Respondent shall fully correct the file monitoting viclations
as indicated in the attachments and submit full documentation of the corrections to TDHCA on or
before June 26, 2017.

IT IS FURTHER ORDERED that if Respondent timely and fully complies with the terms and
conditions of this Agreed Final Order, correcting all violations as required, the satisfactory
petformance under this order will be accepted in lieu of the assessed administrative penalty and the
full amount of the administrative penalty will be deferred and forgiven.

IT IS FURTHER ORDERED that if Respondent fails to satisfy any conditions or otherwise
violates any provision of this otder, or the property is sold before the terms and conditions of this
Agreed Final Order have been fully satisfied, then the full administrative penalty in the amount of
$500 shall be immediately due and payable to the Depatrtment. Such payment shall be made by
cashier’s check payable to the “T'exas Department of Housing and Community Affairs” upon the
eatlier of (1) within thirty days of the date the Depattment sends written notice to Respondent that
it has violated a provision of this Order, ot (2) the propetty closing date if sold before the terms and
conditions of this Agreed Final Otder have been fully satisfied.

IT IS FURTHER ORDERED that cottective documentation must be uploaded to the
Compliance Monitoring and Tracking System (“CMTS”) by following the instructions at this link:
http:/ /www.tdhca state.tx.us /pmedocs/CMTSUserGuide-AttachingDocs.pdf. After the upload is
complete, an email must be sent to Ysella Kaseman at ysella.kaseman(@tdhca.state.tx.us to inform
her that the documentation is ready for review. If it comes due and payable, the penalty payment
must be submitted to the following address:

If via overnight mail (FedEx, UPS): If via USPS:
TDHCA TDHCA

Attn: Ysella Kaseman Attn: Ysella Kaseman
221 E 11t S¢ P.O. Box 13941
Austin, Texas 78701 Austin, Texas 78711

IT IS FURTHER ORDERED that Respondent shall follow the requitements of
10 TAC §10.406, a copy of which is included at Attachment 3, and obtain approval from the
Department prior to consummating a sale of the property, if contemplated.

IT IS FURTHER ORDERED that the terins of this Agreed Final Otder shall be published on
the TDHCA website.
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Approved by the Governing Board of TDHCA on Aprif 27, | ,2017.

By:
Name: Leslie Bingham-Fscarefio
Title: Vice Chair of the Boatd of TDHCA

By:
Name: James “Beau’ Eccles
Title:  Secretary of the Board of TDHCA

THE STATE OF TEXAS §
)
COUNTY OF TRAVIS 1)
Before me, the undersigned notary public, on this 27th day of April, 2017, personally appeared
Leslie Bingham-Fscarefio, proved to me to be the person whose name is subscribed to the foregoing

nstrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas

THE STATE OF TEXAS §
- §
COUNTY OF TRAVIS  §

Before me, the undersigned notary public, on this 27th day of Aptil, 2017, petsonally appeared

James “Beau” Fccles, proved to me to be the person whose name is subsctibed to the foregoing

instrument and acknowledged to me that he executed the same for the purposes and consideration
therein expressed.

(Seal)

Notary Public, State of Texas
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STATE OF TEXAS §
)
COUNTY OF §
BEFORE ME, » a notary public in and for the State of on
this day personally appeared , known to me or ptoven to me thtough

to be the petson whose name is subscribed to the foregoing instrument, and
acknowledged to me that (he/she) executed the same for the purposes and consideration therein
expressed, who being by me duly sworn, deposed as follows:

1. “My name is , I am of sound mind, capable of making this
staterent, and personally acquainted with the facts herein stated.

2. 1 hold the office of for Respondent. I am the authorized reptesentative
of Respondent, owner of the Property, which is subject to a Land Use Restriction Agreement
monitored by the TDHCA in the State of Texas, and I am duly authotized by Respondent to
execute this document.

3. Respondent knowingly and voluntarily enters into this Agreed Final Order, and agrees with and
consents to the issuance and setvice of the foregoing Agreed Order by the Board of the Texas
Department of Housing and Community Affairs.”

RESPONDENT:
VICKSBURG LTD., a Texas limited partnership

By:
Name: Kristinga McCann

Title: General Partner

Given under my hand and seal of office this day of , 2017,

Signature of Notary Public

Printed Name of Notary Public

NOTARY PUBLIC IN AND FOR 'THE STATE OF
My Commission Expires:
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Attachment 1

File Monitoring Violation Resources and Instructions

Refer to the following link for all references to the rules at 10 TAC §10 that ate referenced
below: '

http: / /texreg sos.state.tx.us/public/readtacext. View TACPtac view=58&ti=108&pt=1&ch=10&sch=Fé&:l=Y

All corrections must be submitted via CMTS: See link for steps to upload documents
http: / /www.tdhca state tx.us /pmedocs/CMTSUserGuide-AttachingDocs.pdf.

Lease violations, - including ‘Tenant Rights and Resoutces Guide and
Fair Housing Disclosure Notice — The households in units 114, 122, and 133 moved out
before signing the approptiate notices. This finding was previously uncorrectable, but the
Compliance Division has prepared an Owner Certification that will now be accepted to resolve

the finding.

What to submit: The owner must review the applicable Owner Cettification at Attachment 2,
verify that all requitements described by the certification have been met, then submit the signed
Owner Certification via CMTS.

Written tenant selection criteria — Respondent submitted written tenant selection criteria,
however, the critetia were incomplete.

How to prepare compliant criteria: Prepare updated written policies and procedures addressing
all requirements at 10 TAC §10.610. Staff recommends using that rule as a checklist. A webinar

presentation is available at: http://www. tdhca.state.tx.us/pmcomp /presentations.htm. A cheat
sheet for further vetification is available at http:/ /www.tdhca state.tx.us/pmcdocs/15-AOCR-

TSC.pdf, however, pleasc note that the cheat sheet was only published as an aide for annual
reporting and, as such, should not be relied upon as a primary resource; you are required to
follow all requirements of the rule.

What to submit: Once your written policies and procedures are complete, the owner must
review the criteria, then sign and upload to CMIS the applicable Owner Certification included at
Attachment 2, along with a copy of the updated written policies with a new effective date.

Affirmative marketing plan —

How to prepare a compliant plan and marketing matetials: First read the rule at 10 TAC §10.617,

then watch the webinar at http://www.tdhea.state.tx.us/pmeomp /presentations.htm to gain a
general understanding regarding affirmative marketing. Next, review the following list of
frequent problems observed, which include, but ate not limited to:

- Not using HUD Form 935.2A;

- Not correctly identifying populations “least likely to apply”. In general, those
populations might mclude: African Americans, Native Americans, Alaskan Natives,
Asians, Native Hawaiians, Other Pacific Islanders, Caucasians (non-Hispanic), Hispanics
or Latinos, families with children, and the disabled. Amalysis is required to determine
which of these groups are least likely to apply;
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Not affirmatively marketing to the disabled. All propetties must market to the disabled;

Not correctly identifying otrganizations that are specifically associated with groups
identified as “least likely to apply”. For example, matketing to the Housing Authority or
placing ads in  Craigslist would be considered general marketing,
not affirmative marketing, because both serve all persons living in the area;

Not including evidence of special outreach efforts, such as marketing letters, to those
“least likely to apply” populations through specific media, organizations or
commumty contacts that work with “least likely to apply” populatlons ot wotk in areas
where “least likely to apply” populations live;

- Not including a sentence in English and Spanish in the outreach marketing materials that

prospective tenants can access if reasonable accommodations are needed to complete the
application process; and

Steps to complete affirmative marketing plan:

a.

Identify the appropriate housing market in which outreach efforts will be made;

b. Determine the groups that are least likely to apply. The Affirmative Marketing Web
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Tool referenced at 10 TAC §10.617(d)(5) to determine groups that are least likely to
apply is available online at: hittp://www.tdhca.state.tx.us/pmeomp /forms.htm.
The groups currently identified by the tool ate Petsons with Disabilities and Hispanic.
Petsons with disabilities must always be selected as a group least likely to apply.
You must run  the Tool yourself 1to  ensure that the data remains the  same.
If you use this Tool and print a copy that you save with your Plan, you may rely upon its
tesults. Alternatively, you may perform your own analysis to determine groups that are
considered least likely to apply, but you must perform and document a reasonable
analysis by which those groups were identified.

Identify specific organizations, media, and community contacts in the housing market to
send marketing outreach materials. The otganizations must specifically reach those
groups designated as least likely to apply, including organizations that assist persons with
disabilities. For example, a local housing authority serves the general public, not 2
specific racial or ethnic demographic; therefore, marketing to the housing authority is
not affitmative marketing. A Hispanic Chamber of Commetce or local
Hlspamc publication could be an avenue to market to the Hispanic population if that
group is identified as one that is least likely to apply. Similatly, local groups that focus on
helping the mentally disabled, physically disabled, disabled veteran affairs groups, etc,
could be 2 way to market to the disabled community. Some examples of groups that
focus on the disabled: Easter Seals, United Cerebral Palsy, MHMR, American Council of
the Blind, The Blinded Veterans Association.

Complete and execute an affirmative marketing plan using any version of HUD Form
935.2A, including the groups and otganizations identified above;

Comply with all requirements of 10 TAC §10.617, which we tecommend using as a
checldist;

Send marketing outreach matetials to the identified otganizations, ensuring that said
matketing materials comply with all requirements of 10 TAC §10.617. Remember that
10 TAC §10.617(f)(5) requires marketing materials to include the Fair Housing Logo and




g

give contact information that prospective tenants can access if reasonable
accommodations are needed in order to complete the application process. This contact
information sentence must include the terms “reasonable accommodation” and must be
in English and Spanish. Here is a sample of an acceptable sentence recently included in
marketing materials from another property: “Individuals who need to request a reasonable
accommodation fo complete the application process should contact the apartment manager af XXX
XXX-XXXX. Personas con discapacidad que necesitan solicitar un acomodacion razonable para

completer el proceso de aplicacion deben comunicarse con ef Administrador del apartment al XXX-
XXX-XXXX.”

Maintain all documentation in your files for future review. Remember to keep a copy of
the Affirmative Marketing Web Tool with the plan if you use its results.

What to submit: Once your Affirmative Marketing plan a#d outteach materials are complete, the

owner must review them, then sign and upload to CMTS the applicable Owner Certification
included at Attachment 2.
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Attachment 2
Owner Certifications

{sce attached)
Once you complete the requirements of Attachment 1, the owner should review these certifications,
then sign and submit via CMTS.

'The rules at 10 TAC §10 that are referenced in the attached certifications ate available at this link
hitp://texreg.sos state.tx.us/public/readtacSext. View TACPtac view= 5&ti=10&pt=1&ch=10&sch=F&:=Y
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Texas Department of Hcmsmg and Commumty Affairs
Owner Certification of Corrected Noncompliance

Development Name:  Viekshnrg _ RIS I 930

The above referenced Dievelopment was monitored on 2,.’3,."2[?16 to deternvive i the Development is 1
complizace with the requisensents of the Homsing Tax Credit prograoy. The review resnlied in 2 fioding of
nencompliance sader Title 10, Chaprer 10, Subchapter F related 1o Compliance Monitoring. £10.613(E)
wrhich states:

(&) 1 Dhecelppmraist Owmer shali port in 2 romwen oo of the daging offier @ loasinased oty amd provide e bonseboid, durig
she goplivarion provers and goaw o seksageenr dhange fo the drewer desoied i pavagraed (3 oF i scdseotion, fhe brockure
anede awaileble by 1he Devartarews, A Tewawr Righes and Retowercer Guigk, wiind fmcfudes

(F) Ingfermeanton: abene Fair Howring and fovans chadre;

i2) Informatian reganding commees ansemivies, wnit anmenitie, aud servees; and

) A cenification b 9 revversarative of the boserobols mosy 2ipn prir 2, baet wo mare Maaw 320 days pedor ro, 2he dnirial ez
examian soksamileapie reeitt of this drochure.

{3) I rhe evemt phir Brochure iv v provides Movefy or the boussbold does sor cortify to receipe of zhe brocbume, corretion nilf b
ackizved by providing e bourebold wivh b Brochure and receiving a sipned tertffieatiosn thar it aar e

Throngh this certification, Fou hersby certify the following:

1. That a corectly execnted Tenant Rights and Rescuces Guide is laminated and posted in a common
arez of the leasing office;

2 Al low-income households have been provided the Tenam Riphts and Resonmces Guide and
execnted the required acknowledgement; and,

3. Al fetuce low-income households will be provided the Tenzow Rights and Resonsces Gride and
exectte the acknowledgement of receipt no more that 120 days prios to movein .

Under 10 TAC £2.401{e), 2 parson shall be racommended for debarment if they control 2 Development that
dusing two sequential monttodag wets i found to he our of compliance with the lease requirements
deseribed in §10.613. If ar the newr onsite reviews, there has bheen mot been an ownesship wansfer aod
nnnﬂcmp]imce #5 assessed for faibace 10 execonte cequited lease promizioms, the ownee will be recommended
for debarment from participation in programs adecinistersd by the Depanment. A copy of {10613 5
attmched to ensnLe onpgody compliance.

I . o1 bahalf of . am 3 doly anthenzed representatra,
who is so authosized by eason ufmy position as te hemby comify, as true and
corgect, that the zhove referenced noncompliance selated to 510.613(k) has been corrected in the manner
described and that all seqnired lease langnage noder §10.613 is in the lease and lease addendnas T Funther
corpify that T underctand that if thas event of noncomphizace is ened at the next cnsite remiewr of , the
omwner il be recommiended for debarment.

Sipnature of Anthogzed Chonec Rgpresema.r.ive . Date

Waming: Tide 18, Saction 100} of the T3, Code roates it 3 odwinal oficose po moake wififial false starements or mrisreprezenrations to 2oy
Department or Agency in fhe United States 32 to any marver within itz juriediction.

. TDHGCA
Dhecernber 2014
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Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Development Name:  Vicksbueg CMTS IDx 280

The above referenced Deevelopment was monitored on 2/3/2016 to detegmine if the Development is in
compliance with the requirements of the Housing Tax Credit programy. The review resulted inn 2 finding of
soacompliance vader Title 10, Chapter 10, Subchapter F selated to Compliznce Monitoring, T10.610, Written
Policies and Procedwees. Please see attzched Fandings Report for details as to tha specific policy/procednre
affiected and the reason for which the noncomplisnce was cited Update that policy/procedure as detxiled
and submit a copy of the updated policy/procedure, with a revised effective date as required vmder
the rule, to support this certifieation. '

Under 10 TAC §2401{cH1), The Dipurimens : av sebar awy Remonsible Pargy who bas sotersinlly ov ravegerdly sialaded
any consdision imposed By #he Department v conmecson nith fhe adwininrason o' DPeborimenst pegraw, fwdwding & adevial
or redeated vivlaiion of @ lawd wse recivicion agrecmmen (LURAY reparding & doveloprevst smbported wigh o« Sowriuy fov crndf
aflperiion. Repeated failure to eomply with the provisions preseribed in §100510 mar be considesed a material
violation of the LURA Owners that sepeatedly and matesially vickyte their TIRAs will be recommended for
debarment from participation in programs administered br- the Diepachment. & eopy of §10.510 is attached to

ensure ongoing complinnes.
L : . 0o behalf of » &M a daly authorized representative. who
is so anthorized by reason of my position as to hereby certify, as tme and

corcect, that the above referenced noncompliance related fo $10.610 bas heen covcected in the manner
desccbed and that all required written pelicies and procednres wader §10.610 ace fully compliant with the
rule. If at the next onsite review, there has not been an ewnership transfer and this event of noncompliance
is cited agnin, T undecstand that the owner will be tecommended for debarment.

Signatnze of Authozized Comer Representative Date

Warning: Tide 18, Section 1001 of the U_3. Code makes it 2 criminal offense 1o muzice willful false statements or mistepresentations to any
Drepartment or Agency in the United States 3= to amy matter within itz furisdiction.
TDHCA

Decembzer 2016
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Texas Department of Housing and Community Affairs
Owner Certification of Corrected Noncompliance

Developooenr Name:  Vicksburp CMTS ID: 980

The ahove wefeenced Demﬂnpmmt RS mnmmmd on 2732016 o determaine if the Dieve tois i
compliance with the requireznents of the Housing Tax Credit progeany. The seview sesntted in 2 finding of
aoncomplianee nnder Tile 10, Chaptes 18, Sobehapter Forelated to Complance Moewodeg, 10617,
Afficmarive hfadeeting Requitements. Please see atached Findinps Repout for details 25 v the specifie reason
foc which the newcompliaare was cited.

Under 10 TAC §2401(cl1), The Detartwent may sebar our Respawsible Pargy who bar wanvially or repeateddy aiolmed
any conditiow Suposd By the Dedarionet iv covneion aith tie adwinisretion of & Deparimsem pragravs, fedvding o matorind
or repeated violarior of o Jand w1z retriction sgreesvens (LUR A} reparding o develppment tuttoried mith 2 bowsing o crediy
aliveanion. Repeared falure to comply with the provisions presceibed in §10.617 may be comzidared 2 material
viclation of the TURA. Cuwners that repeatedly and matedally wiolate their LURA: will be recommended for
debacment from parkicipation in programs admsistered by the Departmant. A copy of §10.617 is attached to
ensuge onpoing comphance.

L , on behalf of ; am z duly authorized representative, who
is 50 authorived by reason of my pasition
as to heseby centify, as true and correct, that the above referenced

noneompliance related 1o §10617 has been corrected i the manner deseribed and thar all required
affiemiative marketing requitementz under §10.617 ace fully compliant with the rale. I ar the next onsite
review, there his not been an ownership transfer and thiz event of noncomplianece is cited again, I nnderstand
thar the owner will recomoended for debarment

Signamre of Avthorized Owaer Represeatative Date

W:mmg:'l‘iﬁeﬁ Becnan MIGEtheUﬂ.Caﬂamalm;n zmmmlmﬁmumm:hwii!ﬁlﬁﬂse stements ar misrepoesentations te 2oy

TDEICA
Lhfarch DT
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Attachment 3:

Texas Administrative Code

TITLE 10 COMMUNITY DEVELOPMENT

PART 1 TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
CHAPTER 10 UNIFORM MULTIFAMILY RULES

SUBCHAPTER E - POST AWARD AND ASSET MANAGEMENT REQUIREMENTS
RULE §10.406 Ownership Transfers (§2306.6713)

{a) Ownership Transfer Notification.r All multifamily Development Owners must provide written notice to
the Department at least thirty (30) calendar days priot to any sale, transfer, or exchange of the Development
or any portion of or Controlling intetest in the Development. Transfers that ate the result of an involuntary
removal of the general partner by the investment limited partner must be teported to the Department, as
soon as possible due to the sensitive timing and nature of this decision. If the Department determines that
the transfer, involuntaty removal, or replacement was due to a default by the General Partner under the
Limited Partnership Agreement, or other detrimental action that put the Development at risk of failure, staff
may make 2 recommendation to the Boatd for the debarment of the entity and/or its Principals and Affiliates
pursuant to the Department's debarment rule. In addition, a record of transfer involving Principals in new
ptoposed awards will be reported and may be taken into consideration by the Executive Award and Review
Committee, in accordance with §1.5 of this title {relating to Previous Participation Reviews), ptior to
recommending any new financing or allocation of credits.
(b) Requirement. Department approval must be requested for any new member to join in the ownership of a
Development. Exceptions include changes to the investment limited partner, non-controlling limited partner,
or othet partners affiliated with the investment limited partner, or changes resulting from foreclosure whetein
the lender or financial institution involved in the transaction is the resulting owner. Any subsequent transfer
of the Development will be required to adhere to the process in this section. Furthermore, a2 Development
Owner may not transfer an allocation of tax credits or ownership of a Development supported with an
allocation of tax credits to any Person or entity unless the Development Owner obtains the Executive
Director's prior, written approval of the transfer. The Executive Director may not unreasonably withhold
approval of the transfer requested in compliance with this section. Notwithstanding the foregoing, a
Development Owner shall be required to notify the Department but shall not be required to obtain Executive
Director approval when the transferee is an Affiliate of the Development Owner with no new members or
the transferee is 2 Related Party who does not Conttol the Development and the transfer is being made for
estate planning purposes.
{c) Transfers Prior to 8609 Issuance or Construction Completion. Transfers {other than those that do not
require Executive Director approval, as set forth in subsection (b) of this section) will not be approved ptior
to the issuance of IRS Form(s) 8609 (for Housing Tax Credits) or the completion of construction {for all
Developments funded through other Department programs) unless the Development Owner can provide
evidence that the need for the transfer is due to a hardship (ex. potential bankruptcy, removal by a partner,
etc.). The Development Owner must provide the Department with a written explanation describing the
hardship and a copy of any applicable agreement between the parties to the transfer, including any Third-
Party agreement.
(d) Non-Profit Organizations. If the ownership transfer request is to replace a nona-profit otrganization within
the Development ownership entity, the replacement non-profit entity must adhere to the requirements in
paragraph (1) or (2) of this subsection.

(1) If the LURA requires ownership or material participation in ownership by a Qualified Non-Profit
Otganization, and the Development received Tax Credits pursuant to §42(h)(5) of the Code, the transfetee

must be a Qualifted Non-Profit Organization that meets the requitements of §42(h)(5) of the Code and Texas

Government Code §2306.6706.
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(2) If the LURA requites ownership or material participation in ownership by a qualified non-profit

otganization, but the Development did not receive Tax Credits pursuant to §42(h)(5) of the Code, the
Development Owner must show that the transferee is a non-profit otganization that complies with the
LURA.
(¢) Historically Underutilized Business ("HUB") Organizations. If 2 HUB is the general partner of a
Development Owner and it (f) is being removed as the result of a default under the otganizational documents
of the Development Owner or (if) determines to sell its ownership interest, in either case, after the issuance of
8609s, the purchaser of that general partnership interest is not required to be a HIUB as long as the LURA
does not require such continual ownership or a matetial LURA amendment is approved. Such approval can
be obtained concurrent with Board approval described herein. All such transfers must be approved by the
Board and require that the Board find that:

(1) the selling HUB is acting of its own volition ot is being removed as the result of a default under the
organizational documents of the Development Owner;

(2) the participation by the HUB has been substantive and meaningful, or would have been substantial and
meaningful had the HUB not defaulted under the organizational documents of the Development Owner,
enabling it to realize not only financial benefit but to acquire skills relating to the ownership and operation of
affordable housing; and

(3) the proposed purchaser meets the Department's standards for ownership transfers
() Documentation Requited. A Development Owner must submit documentation requested by the
Department to enable the Department to understand fully the facts and circumstances that gave rise to the
need for the transfer and the effects of approval or denial. Documentation includes but is not limited to:

(1) a written explanation outlining the reason for the request;

(2) a list of the names of transferees and Related Parties;

(3) detailed information desctibing the experience and financial capacity of transferees and related parmes
holding an ownership interest of 10 percent ot greater in any Principal or Controlling entity;

(4) evidence and certification that the tenants in the Development have been notified in writing of the
proposed transfer at least thirty (30) calendar days prior to the date the transfer is approved by the
Department. The ownership transfer approval letter will not be issued until this 30 day petiod has expired.

(g) Within five (5) business days after the date the Depattment receives all necessary information under this
section, staff shall initiate a qualifications review of a transferee, in accordance with §1.5 of this title, to
determine the transferee's past compliance with all aspects of the Department's programs, LURAs and
eligibility under this chaptet.

(h) Credit Limitation. As it relates to the Housing Tax Credit amount further described in §11.4(a} of this title
(relating to Tax Credit Request and Award Limits), the credit amount will not be applied in circumstances
described in paragraphs (1) and (2) of this subsection: '

(1) in cases of transfers in which the syndicator, investor or limited partner is taking over ownership of the
Development and not merely replacing the general pattner; or

(2) in cases where the general partner is being replaced if the award of credits was made at least five (5) years
prior to the transfer request date.

() Penalties. The Development Owner must comply with any additional documentation requirements as
stated in Subchapter F of this chapter (relating to Compliance Monitoting). The Development Ownet, as on
record with the Department, will be liable for any penalties imposed by the Department even if such penalty
can be attributable to the new Development Owner unless such ownership transfer is approved by the
Department,

() Ownership Transfer Processing Fee. The ownership transfer request must be accompanied by
cotresponding ownership transfer fee as outlined in §10.901 of this chapter (telating to Fee Schedule).

Source Note: The provisions of this §10.406 adopted to be effective December 9, 2014, 39 TexReg 9518
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BOARD ACTION REQUEST
ASSET MANAGEMENT
April 27, 2017

Presentation, discussion, and possible action regarding an Ownership Transfer prior to IRS Form 8609
issuance or construction completion for Heritage Square Apartments (File No. 14023)

RECOMMENDED ACTION

WHEREAS, Heritage Square Apartments (the “Development”) received an award of 9%
Housing Tax Credits (“HTC”) in 2014 for the acquisition and rehabilitation of 40
multifamily units in Jacksonville, Cherokee County;

WHEREAS, the General Partner, K.F. Group, L.L.C. is solely owned by James W. Fieser,
James J. Fieser, and Diane S. Kinney each holding a 33.3% interest in the entity;

WHEREAS, there are two 50% Co-Developers, Fieser Development, Inc., solely owned by
James W. Fieser and K.F. Development Services, Inc., owned by James J. Fieser and Diane
S. Kinney, each holding a 50% interest in the entity.

WHEREAS, Diane S. Kinney, 33.3% principal of the General Partner, K.F. Group, L.L.C,
and 50% owner of K.F. Development Services, Inc., has requested to be removed from the
Ownership structures of both the Development Owner and Developer;

WHEREAS, no new entities or principals will be added to the ownership structure and

James W. Fieser and James J. Fieser will each remain as 50% owners in the General Partner,
K.F. Group, L.L.C,;

WHEREAS, James W. Fieser, who was used to meet the Experience Requirement in the
Application, and Fieser Development, Inc. will still serve as the sole Developer for the
Development; and

WHEREAS, the transfer of ownership is being requested prior to the issuance of IRS
Form(s) 8609 and the completion of construction and 10 TAC §10.406(e) requires that
parties reflected in the Application that have control must remain in the ownership structure
and retain such control, unless approved otherwise by the Board,;

NOW, therefore, it is hereby
RESOLVED, that the ownership transfer for Heritage Square Apartments is approved as

presented to this meeting, and the Executive Director and his designees are hereby,
authorized, empowered, and directed to take all necessary action to effectuate the foregoing.
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BACKGROUND

Heritage Square Apartments was approved in 2014 for the acquisition and rehabilitation of 40 multifamily
units located in Jacksonville, Cherokee County. The owner is requesting to remove Diane S. Kinney as a
33.3% principal of the General Partner, K.F. Group, L.LL.C. At Application, K.F. Group, L.I..C. had three
principals: James W. Fieser, James J. Fieser, and Diane S. Kinney each having a 33.3% ownership interest in
the entity. With this change, K.F. Group, L.L.C. will remain as the sole General Partner entity and James W.
Fieser and James J. Fieser will split the ownership 50/50 while Diane S. Kinney will be departing the
ownership structure. The reason for this request as provided by the Applicant is that Diane S. Kinney made
the decision to withdraw and terminate her membership from the ownership because she did not want any
liability for the project. There are no new entities or principals coming into the ownership structure.

Ownership Structure Approved at Application Ownership Structure after Amendment

) ( APPLICANT A

; ANT ( PLICA \
APPLICANT | ST,

K.F. HS 2014, L.TD. 47-1759178 ‘

]

( Special Member )
‘ CSGSLP, LLC ’

27-3972279

In addition to the ownership change, the owner has requested an amendment to the Application by
removing the 50% Co-Developer, K.FF. Development Services, Inc., solely owned by James J. Fieser (50%)
and Diane S. Kinney (50%) from the Developer structure. At Application, the Developer was comprised of
two 50% Co-Developers, Fieser Development, Inc., solely owned by James W. Fieser and K.F.
Development Services, Inc., solely owned by James J. Fieser (50%) and Diane S. Kinney (50%). The reason
for this request was that Diane S. Kinney wants to remove herself from all developer responsibilities
because she does not want any liability for the project. Furthermore, Diane S. Kinney, James J. Fieser, and
James W. Fieser executed a Termination Agreement on July 20, 2015, which removed K.F. Development
Services, Inc. as Co-Developer and confirmed Fieser Development Inc., solely owned by James W. Fieser
(75%) and James K. Fieser (25%) as the sole Developer for the project. James W. Fieser was used to meet
the Experience requirement in the 2014 Application, pursuant to 10 TAC §10.204(6) of the 2014 Uniform
Multifamily Rules. The change to the Developer does not require approval by the board, but is being
disclosed in this board action as it was a part of the Applicant’s request.
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Developer Approved at Application

Developer after Amendment

| Co-Developer | Co-Developer \'
’ Fieser Development, Inc. | K.F. Development Services, Inc.

| 50% L 50%

Mo TP VSR, e

[

NS S =

. . . =
James W. Fieser ] James J. Fieser ’ Diane S. Kinney
President | Co-President Co-President
100% Ownership i 50% Ownership ’ 50% Ownership J
/ S ) S

Fieser Development, Inc. I
Tax ID #76-0523828 ’
100%

}

| James W. Fieser James J. Fieser

President | Vice President |
75% Ownership \_25% Ownership /

Staff recommends approval of the requested change in ownership for Heritage Square Apartments.

Page 3 of 3




FIESER DEVELOPMENT, INC.

990 Village Square Drive
Suite G200

Tomball, Texas 77375
281-419-6114

March 10, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Dee Patience

221 East 11th Street

Austin, Texas 78701

RE: Amendment Requests

Dee,

I understand that Kent Bedell is out of the office this week. He had instructed us to submit our
Amendment Requests to you, since they needed to be received no later than March 13, 2017.

I have enclosed Amendment Requests for the following:
e K.F. Creekside, LTD. — Creekside Village Apartments, TDHCA #14024, CMTS #4998
e K.F.HP 2014, LTD. — Heritage Place Apartments, TDHCA #14025, CMTS #1011
K.F. HS 2014, LTD. — Heritage Square Apartments, TDHCA #14023, CMTS #862

Also included is an Amendment Fee of $2,500 with each request.

If you have questions or require additional information, please give me a call at 281-419-6114.

Sincerely, —

YWM\__ l s \ N
N C

Melissa Baughman ~

Sr. Project Coordinator

Sent via Fed Ex



FIESER DEVELOPMENT, INC.

990 Village Square Drive
Suite G200

Tomball, Texas 77375
281-419-6114

March 9, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Kent Bedell

221 East 11th Street

Austin, Texas 78701

RE: K.F. HS 2014, LTD. —- TDHCA #14023

Mr. Bedell,

Please accept this letter as my formal request to remove Diane S. Kinney as a principal of the
ownership of K.F. HS 2014, LTD., TDHCA #14023 and to request an amendment to remove the
Co-Developer, K.F. Development Services, Inc. from the Developer Structure.

Request to Remove a Principal from the Ownership

The reason for the removal of Diane S. Kinney as a principal of the general partner is that Ms.
Kinney, at a Special Meeting of all the Members of K.F. Group, L.L.C., a Texas Limited
Liability Company, (the “Company”) on December 31, 2014, requested withdrawal and
termination of her membership in the Company and requested that it be effective J anuary 1,
2015. Ms. Kinney unconditionally waived all claims to any and all present and future assets of
the Company. It was agreed upon by all Members. Attached is a copy of the Amendment to the
Operating Agreement of K.F. Group, L.L.C. that was executed on December 3 1,2014 as well as
a copy of the original Operating Agreement of K.F. Group, L.L.C. that was adopted on April 6%,
2913,

There was no indication at the time of Application or at Carryover that Diane S. Kinney had any
intention to withdraw or terminate herself as a principal of the general partner for the application
listed above. We did not note the change at 10% Test because the Ownership Structure of the
Applicant did not change. K.F. Group, L.L.C. was and still is the general partner. It was our
understanding that Members can change without any issue, but the Manager would have to be
approved. James W. Fieser is the Member and Manger of K.F. Group, L.L.C.

James W. Fieser was used as the experience for the Application.




The decision to withdraw and terminate her membership in the Company was a decision that

Diane S. Kinney made independently and of her own free will. Diane S. Kinney was not used as
the experience in the Application for K.F. HS 2014, LTD.

Diane S. Kinney’s withdrawal and termination had no financial impact to the project. I have
attached a No Financial Impact Statement for your review. A copy of the original and revised
Organizational Chart of the Applicant is attached.

Amendment to Application - Removal of Co-Developer from Development Structure

On September 24, 2014, a Co-Development Agreement was executed by James W. Fieser, Diane
S. Kinney and James J. Fieser agreeing to Co-Develop the acquisition and rehab of the multi-
family apartment community located at 1308 Jacksonville Square, Jacksonville, Cherokee
County, Texas.

The reason for removal of K.F. Development Services, Inc. as the Co-Developer of the
Application for K.F. HS 2014, LTD. was due to Diane S. Kinney requesting to remove herself
from all ownership responsibilities in the project. Ms. Kinney indicated that she did not want the
liability.

When Ms. Kinney requested to remove herself from all areas of the ownership structure, James
W. Fieser and James J. Fieser agreed to terminate the Co-Development Agreement. On July 20,
20135, a Termination Agreement was executed terminating the Co-Development Agreement dated
September 24, 2014 (the “Contract”) between Fieser Development, Inc. and K.F. Development
Services, Inc.

There was no indication at the time of Application or at Carryover that Diane S. Kinney had any
intention to remove herself from any ownership role in the project. This was a decision that Ms.
Kinney made independently.

Diane S. Kinney was not used as the experience in the Application for K.F. HS 2014, LTD.

Diane S. Kinney’s withdrawal and termination had no financial impact to the project. Please see
attached No Financial Impact Statement for your review.

Enclosed is our check in the amount of $2,500 for the Amendment to the Application for the
removal of the Co-Developer, K.F. Development Services, Inc.

If you have questions or need additional information, please give us a call at 281-419-6114.

Sipcerely,
ie
Vg S ool 2

James W. Fieser
resident



ATTACHMENTS

Operating Agreement of K_F. Group, L.L.C.

Amendment to the Operating Agreement of K.F. Group, L.L.C.

Financial Impact Statement — Withdrawal and Termination of Diane S. Kinney as
Member of K.F. Group, L.L.C.

Co-Development Agreement — K.F. HS 2014, LTD.

Termination Agreement — K.F. HS 2014, LTD.

Organizational Charts for Applicant/Owner

Organizational Charts for Developer
Financial Impact Statement — Removal of Co-Developer from Development Structure



OPERATING AGREEMENT
OF
K. F. GROUP, L.L.C.

This Company Agreement of this MANAGER MANAGED LIMITED LIABILITY COMPANY organized
pursuant to the Texas Business Organizations code, is entered into and shall become effective
as of the Effective Date by and among the Company and the persons executing this Agreement
as Members. It is the Members express intention to create a limited liability company in
accordance with the Act, as currently written or subsequently amended or redrafted.
Therefore, all provisions of this document shall be construed consistent with the afore
described intent of the Members. Accordingly, in consideration of the conditions contained
herein, he/she/they agree as follows:

ARTICLE |

Company Formation

1.1 FORMATION. The Members hereby form a Limited Liability Company ("Company")
subject to the provisions of state law as currently ineffect as of this date. Articles of
Organization shall be filed with the Texas Secretary of State.

1.2 REGISTERED OFFICE AND AGENT. The name and address of the initial Texas registered

agent for service of process shall be James W. Fieser, 26303 Oakridge Drive, Spring,
Texas

1.3 TERM. The Company shall continue for a perpetual period.

(a) Members whose capital interest as defined in Article 2.2 exceeds 50 percent vote for
dissolution; or

(b) Any event which makes it unlawful for the business of the Company to be carried on
by the Members; or

(c) Any other event causing dissolution of this Limited Liability Company under
applicable state laws.

1.4 CONTINUANCE OF COMPANY. Notwithstanding the provisions of ARTICLE 1.3, in the
event of an occurrence described in ARTICLE 1.3(c), if there are at least one remaining



1.5

1.6

1.7

1.8

2.1

2.2

3l

Member(s), said remaining Member)s) shall have the right to continue the business of
the Company.

BUSINESS PURPOSE. The Company shall conduct any and all lawful business deemed
appropriate to execute the company’s objectives.

PRINCIPAL PLACE OF BUSINESS. The location of the principal place of business of the
Company shall be 26303 Oakridge Drive, Spring, Texas.

THE MEMBERS. The name and address of each member are listed below at
Certification of Members. Members are the owners of this company.

ADMISSION OF ADDITIONAL MEMBERS. Except as otherwise expressly provided in the
Agreement, no additional members may be admitted to the Company through issuance
by the company of a new interest in the Company without the prior unanimous written
consent of the Members.

ARTICLE II

Capital Contributions

INITIAL CONTRIBUTIONS. The Members initially shall contribute to the Company capital
and the company shall keep record of the amount each contributed.

ADDITIONAL CONTRIBUTIONS. Except as provided in ARTICLE 6.2, no Member shall be
obligated to make any additional contribution to the Company's capital.

ARTICLE Il

Profits, Losses and Distributions

PROFITS/LOSSES. For financial accounting and tax purposes the Company's net profits
or net losses shall be determined on an annual basis and shall be allocated to the
Members in proportion to each Member's relative capital interest in the Company, and
as amended from time to time in accordance with Treasury Regulations.



3.2

4.1

4.2

4.3

4.4

4.5

ARTICLE IV

Management

MEMBERS. Members shall not take part in the operation of the Company's affairs,
unless they are elected Manager.,

POWERS OF MANAGER. The Managers as authorized by Members, will make decisions
as to (a) the sale, development lease or other disposition of the Company's assets; (b)
the purchase or other acquisition of other assets of all kinds; (c) the management of all
or any part of the Company's assets; (d) the borrowing of money and the granting of
security interests in the Company's assets; (e) the pre-payment, refinancing or
extension of any loan affecting the Company's assets; (f) the compromise or release of
any of the Company's claims or debts; and, (g) the employment of persons, firms or

exercise of their management powers, the Manager is authorized to execute and
deliver (a) all contracts, conveyances, assignments leases, sub-leases, franchise
agreements, licensing agreements, management contracts and maintenance contracts
covering or affecting the Company's assets; (b) all checks, drafts and other orders for
the payment of the Company's funds; (c) all promissory notes, loans, security

agreements and other similar documents; and, (d) all other instruments of any other
kind relating to the Company's affairs, whether like or unlike the foregoing.

representative shall have access to and may inspect and copy all books, records and
materials in the Manager's possession regarding the Company or its activities.

INDEMNIFICATION. The Company shall indemnify any person who was or is a party
defendant or is threatened to be made a party defendant, pending or completed action,
suit or proceeding, whether civil, criminal, administrative, or investigative (other than an




4.6

5.1

5.2

action by or in the right of the Company) by reason of the fact that he is or was a

Member of the Company, Manager, employee or agent of the Company, or is or was
serving at the request of the Company, for instant expenses (including attorney's fees),
judgments, fines, and amounts paid in settlement actually and reasonably incurred in
connection with such action, suit or proceeding if the Members determine that he acted
in good faith and in a manner he reasonably believed to be in or not opposed to the
best interest of the Company, and with respect to any criminal action proceeding, has
no reasonable cause to believe his/her conduct was unlawful. The termination of any
action, suit, or proceeding by judgment, order, settlement, conviction, or upon a plea of
"no lo Contendere" or its equivalent, shall not in itself create a presumption that the
person did or did not act in good faith and in 3 manner which he reasonably believed to
be in the best interest of the Company, and, with respect to any criminal action or
proceeding, had reasonable cause to believe that his/her conduct was lawful.

RECORDS. The Manager shall cause the Company to keep at its principal place of
business or at another location agreeable by the Members, the following:

(@) Acurrent list in alphabetical order of the full name and the last known street
address of each Member;

(b) A copy of the Certificate of Formation and the Company Operating Agreement and
all amendments;

(c) Copies of the Company's federal, state and local income tax returns and reports, if
any, for the three most recent years;

(d) Copies of any financial statements of the limited liability company for the three most
recent years.

ARTICLE V
Bookkeeping

BOOKS. The Manager shall maintain complete and accurate books of account of the
Company's affairs at the Company's principal place of business or at another location
agreeable by the Members. Such books shall be kept on such method of accounting as
the Manager shall select. The company's accounting period shall be the calendar year.

MEMBER'S ACCOUNTS. The Managers shall maintain separate capital and distribution

accounts for each member. Each member's capital account shall consist of his initial
capital contribution increased by:



(a) Any additional Capital contribution made by him/her;

(b) Credit balances transferred from his distribution account to his capital account;
and decreased by:

(a) Distributions to him/her in reduction of Company capital;
(b) The Member's share of Company losses if charged to his/her capital account.

5.3 REPORTS. The Managers shall close the books of account after the close of each
calendar year, and shall prepare and send to each member a statement of such
Member's distributive share of income and expense for income tax reporting purposes.

CERTIFICATION OF MANAGING MEMBER

The undersigned hereby agrees to serve as manager for this LLC.

Signed this 6th day of April, 2013,

/\
“\ / Signature James W. Fieser
Mar/aé‘l,ng Member ("Manager")

26303 Oakridge Drive

Spring, Texas



CERTIFICATION OF MEMBERS

The undersigned hereby agree, acknowledge and certify to adopt this Operating Agreement.

Signed this 6th day of April, 2013.

/ ‘
Z/H
MY | Signature James W. Fieser
Memberfmf
26303 Oakridge Drive
Spring, Texas
1§
A "' ! {f .'}\."n oA A A A .
;{ib%wm ~_ MMM gionature James J. Fieser
Méember j
26303 Oakridge Drive
/ .
/ f Spring, Texas
A
) Signature Diane S. Kinney
Member

26303 Oakridge Drive

Spring, Texas



AMENDMENT
to the
OPERATING AGREEMENT
OF

K.F.GROUP, L.L.C.

, the Members of K. F. Groy
ust 6, 2013, and governed by that Operating Agreement entered into by the initial

31,2014, do hereby resolve and confirm the following:

WHEREAS Diane S. Kinney, an initial Member of the Company, has requested
withdrawal and termination of her membership in the Company, to become
effective on January 1, 2015:

AND WHEREAS Diane S. Kinney unconditionally waives all claim to any and all
present and future assets of the Company;

AND WHEREAS the Company and its Members hereby agrees to i_nq.emnify.and
hold Diane S. Kinney harmless from any liability arising from its activities during
her membership in the Company;

NOW THEREFORE the Members of the Company unanimously agree to
terminate and end her membership effective January 1, 2015.

All other provisions of the Operating Agreement dated April 8, 2013 remain
in full force and effect.

Agreed to this 31st day of December 2014.

’gﬂ;m ws ‘a.;..‘;é‘iifwm Signature James W. Fieser
7'oer and Manager 26303 Oakridge Drive

y Spring, Texas 77380
{

{

/

i

e j y
/ /

] Signature Diane S. Kinney

Membelr~—" """ 7 26303 Oakridge Drive
) Spring, Texas 77380
-
- / Signature James J.. Fieser
Member /’ 26303 Oakridge Drive

-~ Spring, Texas 77380



Financial Impact Statement

The withdrawal and termination of Diane S. Kinney as a Member of K_F. Group, L.L.C., a Texas
limited liability company, formed on August 6, 2013, and governed by that Operating Agreement

entered into by the initial members on April 6, 2013, does not have any financial i impact on the
Company.

Signed this Qfl" day of March, 2017.

l\zczfs W. Fleser :
ber and Manager

K.F. Group, L.L.C.




CO-DEVELOPMENT AGREEMENT - K.F. HS 2014, LTD.

THIS CO-DEVELOPER AGREEMENT ("Agreement") is made and entered into this 24¢ day of
CP"Y"”W » 2014 by and among Fieser Development, Inc., a Texas corporation (the
"Developer™"), and K.F. Development Services, Inc., a Texas corporation (the "Co-Developer").

RECITALS

1. The Developer has special abilities and experience in developing affordable

housing projects eligible for low-income housing tax credits offered under the Internal Revenue
Code of 1986.

o The Partnership, K.F. HS 2014, LTD., desires to redevelop and rehabilitate a 40
unit multi-family apartment community with a street address of 1308 Jacksonville Square,
Jacksonville, Cherokee County, Texas (the "Project™).

3. Prior to the formation of the Partnership, Developer performed substantial
services in connection with the development of the Project.

4. The Developer desires to engage Co-Developer to complete the development and
to coordinate the construction of the Project.

S As consideration for the compensation payable to the Co-Developer hereunder,
the Co-Developer is willing to perform the services described herein and to guarantee
completion of the Project, as more particularly set forth herein.

AGREEMENTS

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants set forth
below, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agree as follows:

I Purpose of Agreement This Agreement specifies the services to be performed by
the Co-Developer for the Developer as an independent contractor. Capitalized terms not
otherwise defined herein shall have the meaning set forth in the Partnership Agreement. The Co-
Developer shall be responsible for ensuring the Project is constructed in a good and workmanlike
manner in accordance with the Plans.

2, Development Services The Co-Developer has performed the following
development services for the benefit of the Partnership:

(a) Obtaining local approvals for the construction of the Project;

(b) Negotiating the acquisition of the property on which the Project is to be
acquired and rehabilitated;



(©) Causing the Partnership to engage an architect to rehabilitate the Project;
and

(d)  Assisting the Partnership in developing financial pro formas for the
Project reflecting the reasonably anticipated cash distributions and tax
benefits to be recognized by the Partnership.

. Compensation The total compensation payable by the Partnership to the Developer as
consideration for the services described in Section 2 of this Agreement shall be a Developer Fee
paid by the Partnership, approved and funded through Churchill Stateside Group, LLC, its
affiliates, and/or assigns., (the "Developer Fee"). The estimated Developer Fee is $470,737.00,
subject to final adjustments by the Partnership, Churchill Stateside Group, LLC. 5% of the
Developer Fee actually received, less any un-reimbursable monies paid out by the Developer in
the pursuit of said property, shall be paid by the Developer to the Co-Developer.

The Developer Fee shall be paid as set forth in the Partnership agreement.

4. Term of Agreement The term of this Agreement shall begin on the date set forth below
and end when the Developer Fee has been paid in full,

5. Miscellaneous

A, Notices: Notices required under the Agreement shall be given in the manner
set forth in the Partnership Agreement.

B. Interpretation: This Agreement shall be interpreted and construed in a manner
that is consistent with the terms and provisions of the Partnership Agreement.

C. Amendment: This Agreement shall not be amended except in writing executed
by all parties.
D. Waiver: No waiver of any right under this Agreement shall be deemed effective

unless contained in a writing signed by all parties charged with such waiver, and no
waiver of any right arising from any breach or failure to perform shall be deemed to be a
waiver of any future such right or of any other right arising under this Agreement,

Es Severability: If any provision of this Agreement is or becomes invalid, illegal, or
unenforceable in any jurisdiction, such provision shall be deemed amended to conform to
applicable laws so as to be valid and enforceable or, if it cannot be so amended without
materially altering the intention of the parties, it shall be stricken and the remainder of
this Agreement shall remain in full force and effect.

F, Successors: This Agreement shall be binding upon, and shall inure to the benefit
of the parties hereto, their respective heirs, successors, and assigns, as the case may be.



£ Governing Law and Venue: This Agreement will be governed by the laws of the
State of Texas, and venue shall be, in al] cases, in the court of appropriate jurisdiction
located in Montgomery County, Texas.

H. Attorney Fees: Each party shall be responsible for paying any costs, including

attorney fees, incurred in connection with any dispute arising out of or related to the
subject matter of this Agreement. '

[Signatures on the following pages]



Signature Page to the
Co-Development Agreement
(Heritage Square Apartments, Cherokee County, Texas)

Executed, delivered and effective as of the date set forth above in this Agreement.

"Corporation"

Fieser Development, Inc.,
a Texas Corporation
By: "

A e RS T
/;Jarjs W. Fieser, President

|




Signature Page to the
Co-Development Agreement
(Heritage Square Apartments, Cherokee County, Texas)

Executed, delivered and effective as of the date set forth above in this Agreement.

"Co-Developer"

K.F. Development Services, Ing.
a Texas Corporation
By: "

Diane S. Kinney, Co

-President

ny M o
( Jarfxes J. Fieser, Co-President
“~J




TERMINATION AGREEMENT - K.F. HS 2014, LTD.

THIS TERMINATION AGREEMENT (the “Agreement”) is made and entered into this{f day
of July, 2015 (the “Effective Date”) between Fieser Development, Inc. (the “Developer”) and
KF. Development Services, Inc. (the “Co-Developer”),

RECITALS

A. Developer and Co-Developer are parties to that certain Co-Development
Agreement dated September 24, 2014 (the “Contract™) concerning the re-development of the
multi-family apartment community with street address of 1308 Jacksonville Square,
Jacksonville, Cherokee County, Texas (the “Project™). A copy of the Contract is attached to this
Agreement as Exhibit “A” and made a part hereof for all purposes.

B. Co-Developer has requested that the Contract be terminated, and Developer has
agreed to such termination.

AGREEMENTS

NOW, THEREFORE, in consideration of the mutual covenants and agreements
contained herein and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged and agreed, the parties hereto agree as follows:

L Termination. Developer hereby releases Co-Developer from any and all claims,
suits, or demands, which Developer may have by virtue of the execution of the Contract, Co-
Developer also hereby releases Developer from any and all rights, claims, suits, or demands
which Co-Developer may have by virtue of the execution of the Contract. Developer and Co-
Developer now declare the Contract NULL AND VOID and of no further force and effect.

z Binding Effect. This Agreement shall bind and inure to the benefit of all the
respective heirs, personal representatives, successors, and assigns of the parties hereto.

B8 Governing Law and Venue. This Agreement will be governed by the laws of the
State of Texas, and venue shall be, in all cases, in the court of appropriate jurisdiction located in
Montgomery County, Texas.

4. Attorney’s Fees. Each party shall be responsible for paying any costs, including
attorney fees, incurred in connection with any dispute arising out of or related to the subject
matter of this Agreement,

[Signatures on the following pages]

6012\057\Termination Agreement HERITAGE SQUARE



Signature Page
fo

Termination Agreement
(Southwood Apartments, Cherokee County, Texas)

Executed, delivered and effective as of the date set forth above in this Agreemeni.

“Developer”

Fieser Development, Inc.,
a Texas Corporation

By: ‘:}Amwm - w.;,"l;‘"'.a.ma,m‘)

(é J?}nes W. Fieser, President

A\

~J

HERITAGE SQUARE



Signature Page
to

Termination Agreement
(Southwood Apartments, Cherokee County, Texas)

Executed, delivered and effective as of the date set forth above in this Agreement.

“Co-Developer”

K.F. Development Services, Inc.,
a Texas Corporation

By: X
Diane S. Kihaey, Co-Présidest
B y: {\ o 7,_\{,.,.
James J. Fiesgr, Xo- resident
e
3

HERITAGE SQUARE



Exhibit “A”

Co-DeveIopment Agreement — K.F, HS 2014, LTD.

[ see attached ]

Exhibit “A”
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APPLICANT

K.F. HS 2014, LTD.

General Partner Limited Partner
K.F. Group, L.L.C. James W. Fieser
01% Ownership 99.99% Ownership
Managing Member Member Member
James W. Fieser James J. Fieser Diane S.Kinney

33.34 % Ownership 33.33% Ownership 33.33% Ownership




OWNER ORGANIZATIONAL CHART

APPLICANT
K.F. HS 2014, LTD.
47-1759178
General Partner Limited Partner Special Member
K.F. Group, L.L.C. SG Heritage Square, LLC CSG SLP, LILC
0.01% Ownership 9.99% Investment Membe
36-4769077 36-4825316 27-3972279
Managing Member Member
James W. Fieser James J. Fieser

50% Ownership 50% Ownership




Fom  Fpohcaton

DEVELOPER

Co-Developer Co-Developer
Fieser Development, Inc. 7 E(.F . Development Services, Inc.
L 50% J 50%
| , | -
James W. Fieser h James J. Fieser Diane S. Kinney
President Co-President Co-President

100% Ownership J 50% Ownership 50% Ownership
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DEVELOPER

Fieser Development, Inc.
Tax ID #76-0523828
100%

/ \

James W. Fieser James J. Fieser

President Vice President
75% Ownership 25% Ownership




Financial Impact Statement

The withdrawal and termination of K.F. Development Services, Inc. as the Co-Developer of the
Project, Heritage Square Apartments, has no financial impact.

Signed this ‘%’L- day of March, 2017.

/lew/ N ﬂ[ (S S
@.es W. Fieset
sident

Fieser Development, Inc., Developer




March 21, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Kent Bedell

221 East 11" Street

Austin, Texas 78701

i?E: K.F. HS 2014, LTD. — TDHCA #14023
Mr. Bedell,

Please accept this letter as my statement for withdrawing as a principal of the ownership of
K.F. HS 2014, LTD., TDHCA #14023 and request to be removed as Co-Developer, K.F.
Development Services, Inc. from the Developer Structure.

On December 31, 2014, | requested to be withdrawn and terminate membership in the
Company effective January 1, 2015. | made this decision of my own free will and with the

purpose of removing myself from all ownership responsibilities and eliminating personal
liability.

If you have any additional questions or would like to discuss further, please contact me at 713-
5908-3266.




BOARD ACTION REQUEST
ASSET MANAGEMENT
April 27, 2017

Presentation, discussion, and possible action regarding an ownership transfer prior to IRS Form 8609
issuance or construction completion for Creekside Village Apartments (File No. 14024)

RECOMMENDED ACTION

WHEREAS, Creekside Village Apartments (the “Development”) received an award of 9%
Housing Tax Credits (“HTC”) in 2014 for the acquisition and rehabilitation of 40
multifamily units in Jacksonville, Cherokee County;

WHEREAS, the General Partner, K.F. Group, L.L.C. is solely owned by James W. Fieser,
James J. Fieser, and Diane S. Kinney each holding a 33.3% interest in the entity;

WHEREAS, there are two 50% Co-Developers, Fieser Development, Inc., solely owned by
James W. Fieser and K.F. Development Services, Inc., solely owned by James J. Fieser and
Diane S. Kinney, each holding a 50% interest in the entity.

WHEREAS, Diane S. Kinney, 33.3% principal of the General Partner, K.F. Group, L.L.C,
and 50% owner of K.F. Development Services, Inc., has requested to be removed from the
Ownership structures of both the Development Owner and Developer;

WHEREAS, no new entities or principals will be added to the ownership structure and
James W. Fieser and James J. Fieser will each remain as 50% owners in the General Partner,
K.F. Group, L.L.C,;

WHEREAS, James W. Fieser, who was used to meet the Experience Requirement in the
Application, and Fieser Development, Inc. will still serve as the sole Developer for the
Development; and

WHEREAS, the transfer of ownership is being requested prior to the issuance of IRS
Form(s) 8609 and the completion of construction and 10 TAC §10.406(e) requires that
parties reflected in the Application that have control must remain in the ownership structure
and retain such control, unless approved otherwise by the Board,;

NOW, therefore, it is hereby

RESOLVED, that the ownership transfer for Creekside Village Apartments is approved as
presented to this meeting, and the Executive Director and his designees are hereby,
authorized, empowered, and directed to take all necessary action to effectuate the foregoing.
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BACKGROUND

Creekside Village Apartments was approved in 2014 for the acquisition and rehabilitation of 40 multifamily
units located in Jacksonville, Cherokee County. The owner is requesting to remove Diane S. Kinney as a
33.3% principal of the General Partner, K.F. Group, L.LL.C. At Application, K.F. Group, L.I..C. had three
principals: James W. Fieser, James J. Fieser, and Diane S. Kinney each having a 33.3% ownership interest in
the entity. With this change, K.F. Group, L.L.C. will remain as the sole General Partner entity and James W.
Fieser and James J. Fieser will split the ownership 50/50 while Diane S. Kinney will be departing the
ownership structure. The reason for this request as provided by the Applicant is that Diane S. Kinney made
the decision to withdraw and terminate her membership from the ownership because she did not want any
liability for the project. There are no new entities or principals coming into the ownership structure.

Ownership Structure Approved at Application Ownership Structure after Amendment
— = L\APPLIE 71
APPLICANT K.F. Creekside, LTD.
47-1748009
K.F. Crecksi e, LTD.
L de, LTD o 7777}

r T ‘ /__:l\ General Partner ) Limited Partner SichMcmher
g }—M | Limited Partner K.F. Group, L.L.C. °SG Heritage Square, LI1.C CSG SL]’:EJ‘?
(”’(’ 18\11» L || C. James W. Fieser 0.01% Ownership 9.99% Investment Membe:
o 70 Ownership
ship 99.99% Ownership 36-4769077 36-4825316 273972279
[ Managing Me: mh Member Me: mh F—%
Diane S. Kmnu
ip

J ames W. Fie Jmm, 1. Fieser ‘ Mand zing Member Munbex
James W. Fieser
% O
»\nu\h % Ownership & 33.33¢ ()vnursln; 0% Ownership e:)m/csoj Fieser
J wnership

In addition to the ownership change, the owner has requested an amendment to the Application by
removing the 50% Co-Developer, K.FF. Development Services, Inc., solely owned by James J. Fieser (50%)
and Diane S. Kinney (50%) from the Developer structure. At Application, the Developer was comprised of
two 50% Co-Developers, Fieser Development, Inc., solely owned by James W. Fieser and K.F.
Development Services, Inc., solely owned by James J. Fieser (50%) and Diane S. Kinney (50%). The reason
for this request was that Diane S. Kinney wants to remove herself from all developer responsibilities
because she does not want any liability for the project. Furthermore, Diane S. Kinney, James J. Fieser, and
James W. Fieser executed a Termination Agreement on July 20, 2015, which removed K.F. Development
Services, Inc. as Co-Developer and confirmed Fieser Development Inc., solely owned by James W. Fieser
(75%) and James K. Fieser (25%) as the sole Developer for the project. James W. Fieser was used to meet
the Experience requirement in the 2014 Application, pursuant to 10 TAC §10.204(6) of the 2014 Uniform
Multifamily Rules. The change to the Developer does not require approval by the board, but is being
disclosed in this board action as it was a part of the Applicant’s request.

Page 2 of 3




Developer Approved at Application

Developer after Amendment

~

Co-Developer |

K.F. Development Services, Inc.
L 50%

[

NS S =

. £ - =5
James W. Fieser ] James J. Fieser ’ Diane S. Kinney
President | Co-President Co-President
100% Ownership i 50% Ownership ’ 50% Ownership J
/ S ) S

| Co-Developer [
’ Fieser Development, Inc. |

| 50%
| S

Fieser Development, Inc. I
Tax ID #76-0523828 ’
100%

| James W. Fieser } James J. Fieser

President ) Vice President |
75% Ownership \_25% Ownership /

Staff recommends approval of the requested change in ownership for Creekside Village Apartments.

Page 3 of 3




FIESER DEVELOPMENT, INC.

990 Village Square Drive
Suite G200

Tomball, Texas 77375
281-419-6114

March 10, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Dee Patience

221 East 11th Street

Austin, Texas 78701

RE: Amendment Requests

Dee,

I understand that Kent Bedell is out of the office this week. He had instructed us to submit our
Amendment Requests to you, since they needed to be received no later than March 13, 2017.

I have enclosed Amendment Requests for the following:
e K. Creekside, LTD. — Creekside Village Apartments, TDHCA #14024, CMTS #4998
K.F. HP 2014, LTD. — Heritage Place Apartments, TDHCA #14025, CMTS #1011
e K.F.HS 2014, LTD. — Heritage Square Apartments, TDHCA #14023, CMTS #3862

Also included is an Amendment Fee of $2,500 with each request.

If you have questions or require additional information, please give me a call at 281-419-6114.

Sincerely, —

el ™
1Y /(w)’»lwg\- )
Melissa Baughman & _B

Sr. Project Coordinator

Sent via Fed Ex



FIESER DEVELOPMENT, INC.

990 Village Square Drive
Suite G200

Tomball, Texas 77375
281-419-6114

March 9, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Kent Bedell

221 East 11th Street

Austin, Texas 78701

RE: K.F. Creekside, LTD. - TDHCA #14025

Mr. Bedell,

Please accept this letter as my formal request to remove Diane S. Kinney as a principal of the
ownership of K.F. Creekside, LTD., TDHCA #14025 and to request an amendment to remove
the Co-Developer, K.F. Development Services, Inc. from the Developer Structure.

Request to Remove a Principal from the Ownership

The reason for the removal of Diane S. Kinney as a principal of the general partner is that Ms.
Kinney, at a Special Meeting of all the Members of K_F. Group, L.L.C., a Texas Limited
Liability Company, (the “Company”) on December 3 1, 2014, requested withdrawal and
termination of her membership in the Company and requested that it be effective January 1,
2015. Ms. Kinney unconditionally waived all claims to any and all present and future assets of
the Company. It was agreed upon by all Members. Attached is a copy of the Amendment to the

Operating Agreement of K.F. Group, L.L.C. that was executed on December 31, 2014 as well as
a copy of the original Operating Agreement of K_F. Group, L.L.C. that was adopted on April 6%,
2013,

There was no indication at the time of Application or at Carryover that Diane S. Kinney had any
intention to withdraw or terminate herself as a principal of the general partner for the application
listed above. We did not note the change at 10% Test because the Ownership Structure of the
Applicant did not change. K.F. Group, L.L.C. was and still is the general partner. It was our
understanding that Members can change without any issue, but the Manager would have to be
approved. James W. Fieser is the Member and Manger of K.F. Group, L.L.C.

James W. Fieser was used as the experience for the Application.




The decision to withdraw and terminate her membership in the Company was a decision that

Diane S. Kinney made independently and of her own free will. Diane S. Kinney was not used as
the experience in the Application for K.F. Creekside, LTD.

Diane S. Kinney’s withdrawal and termination had no financial impact to the project. I have
attached a No Financial Impact Statement for your review. A copy of the original and revised
Organizational Chart of the Applicant is attached.

Amendment to Application - Removal of Co-Developer from Development Structure

On September 24, 2014, a Co-Development Agreement was executed by James W. Fieser, Diane
S. Kinney and James J. Fieser agreeing to Co-Develop the acquisition and rehab of the multi-
family apartment community located at 1501 South Bolton, Jacksonville, Cherokee County,
Texas.

The reason for removal of K.F. Development Services, Inc. as the Co-Developer of the
Application for K.F. Creekside, LTD. was due to Diane S, Kinney requesting to remove herself
from all ownership responsibilities in the project. Ms. Kinney indicated that she did not want the
liability.

When Ms. Kinney requested to remove herself from all areas of the ownership structure, James
W. Fieser and James J. Fieser agreed to terminate the Co-Development Agreement. On J uly 20,
2015, a Termination Agreement was executed terminating the Co-Development Agreement dated
September 24, 2014 (the “Contract”) between Fieser Development, Inc. and K.F, Development
Services, Inc.

There was no indication at the time of Application or at Carryover that Diane S. Kinney had any
intention to remove herself from any ownership role in the project. This was a decision that Ms.
Kinney made independently,

Diane S. Kinney was not used as the experience in the Application for K.F. Creekside, LTD.

Diane S. Kinney’s withdrawal and termination had no financial impact to the project. Please see
attached No Financial Impact Statement for your review,

Enclosed is our check in the amount of $2,500 for the Amendment to the Application for the
removal of the Co-Developer, K.F. Development Services, Inc.

If you have questions or need additional information, please give us a call at 281-419-6114.

Sincerely,

b

James W' Fieser
resident




ATTACHMENTS

Operating Agreement of K_F. Group, L.L.C.

Amendment to the Operating Agreement of K.F. Group, L.L.C.

Financial Impact Statement — Withdrawal and Termination of Diane S. Kinney as
Member of K.F. Group, L.L.C.

Co-Development Agreement — K.F. Creekside, LTD.

Termination Agreement — K_F. Creekside, LTD.

Organizational Charts for Applicant/Owner

Organizational Charts for Developer

Financial Impact Statement — Removal of Co-Developer from Development Structure



OPERATING AGREEMENT
OF
K. F. GROUP, L.L.C.

Therefore, all provisions of this document shall be construed consistent with the afore
described intent of the Members. Accordingly, in consideration of the conditions contained
herein, he/she/they agree as follows:

ARTICLE |

Company Formation

1.1 FORMATION. The Members hereby form a Limited Liability Company ("Company")

1.2 REGISTERED OFFICE AND AGENT. The name and address of the initial Texas registered

13 TERM. The Company shall continye for a perpetual period.

(2) Members whose capital interest as defined in Articie 2.2 exceeds 50 percent vote for
dissolution; or

(b) Any event which makes it unlawful for the business of the Company to be carried on
by the Members; or

(c) Any other event causing dissolution of this Limited Liability Company under
applicable state Jaws,

14 CONTINUANCE OF COMPANY, Notwithstanding the provisions of ARTICLE 1.3,in the
event of an occurrence described in ARTICLE 1.3(c), if there are at least one remaining




Member(s), said rémaining Member)s) shall have the right to continue the business of
the Company,

1.5 BUSINESS PURPOSE. The Company shall conduct any and all lawful business deemed
appropriate to execute the company’s objectives.

1.6 PRINCIPAL PLACE OF BUSINESS. The location of the principal place of businegs of the
Company shall be 26303 Oakridge Drive, Spring, Texas.

1.7  THE MEMBERS, The Name and address of each member are listed below at
Certification of Members, Members are the owners of this company,

1.8 ADMISSION OF ADDITIONAL MEMBERS. Except as otherwise expressly provided in the

ARTICLE I

Capital Contributions

2.1 INITIAL CONTRIBUTIONS. The Members initially shall contribute to the Company capital
and the company shall keep record of the amount each contributed.

22 ADDITIONAL CONTRIBUTIONS, Except as provided in ARTICLE 6.2, no Member shall be
obligated to make any additional contribution to the Company's capital.

ARTICLE 111
Profits, Losses and Distributions

3.1 PROFITS/LOSSES. For financial accounting and tax purposes the Company's net profits



3.2

4.1

4.2

4.3

4.4

4.5

ARTICLE Iv

Management

MANAGEMENT OF THE BUSINESS, This company shall be managed by an elected
Manager. The initial electeqd Manager shall be James W. Fieser. Members holding a
majority of the Capital interests in the Company may elect a Manager as the Members
determine. The Manager wil| serve as the Manager of this company until a meeting of
members is held ang New Manager elected.

MEMBERS, Members shall not take part in the Operation of the Company's affairs,
unless they are elected Manager,

POWERS OF MANAGER. The Managers as authorized by Members, will make decisions
as to (a) the sale, development lease or other disposition of the Company's assets; (b)
the purchase or other acquisition of other assets of aJ| kinds; (c) the Management of 3|
Or any part of the Company's assets; (d) the borrowing of money and the granting of
security interests in the Company's assets; (e) the pre-payment, refinancing or
extension of any loan affecting the Company's assets; (f) the compromise or release of
any of the Company's claims or debts; and, (8) the employment of persons, firms or
corporations for the operation and Management of the company's business. In the
exercise of thejr management powers, the Manager is authorized to execute and
deliver (a) al| contracts, conveyances, assignments leases, sub-leases, franchise
agreements, Iicensing agreements, management contracts and Mmaintenance contracts
covering or affecting the Company's assets; (b) all checks, drafts and other orders for
the payment of the Company's funds; (c) all promissory notes, loans, security
agreements and other similar documents; and, (d) all other instruments of any other

kind relating to the Company's affairs, whether like or unlike the foregoing.



4.6

Sl

5.2

action by orin the right of the Company) by reason of the fact that he is or was a
Member of the Company, Manager, employee or agent of the Company, or is or was
serving at the request of the Company, for instant expenses (including attorney's fees),
judgments, fines, ang amounts paid in settlement actually and reasonably incurred in
Connection with such action, suit or Proceeding if the Members determine that he acteq

(b) A copy of the Certificate of Formation and the Company Operating Agreement and
all amendments;

(¢) Copies of the Company's federal, state and local income tax returns and reports, if
any, for the three MOost recent years;

(d) Copies of any financial statements of the limited liability company for the three most
recent years.

ARTICLE v

Bookkeeping

capital contribution increased by:



(@) Any additional capital contribution mage by him/her:

(b) Credit balances transferred from his distribution account to his capital account;
and decreased by:

(a) Distributions to him/her in reduction of Company capital;

(b) The Member's share of Company losses if charged to his/her Capital account,

5.3 REPORTS. The Managers shall close the books of account after the close of each

CERTIFICATION OF MANAGING MEMBER

The undersigned hereby agrees to Serve as manager for this LLC.,

Signed this 6th day of Aprii, 2013.

A
Ve Signature James W. Fieser
Mar{aé‘l(ng Member ("Manager")

26303 Oakridge Drive

Spring, Texas



CERTIFICATION OF MEMBERS

i

; Signature James W. Fieser
Memberf/v

26303 Oakridge Drive

Spring, Texas

Signature

James J. Fieser

26303 Oakridge Drive

. f :
/’f«' {1' Spring, Texas
g0 " Signature
Member

Diane S. Kinney

26303 Oakridge Drive

Spring, Texas



AMENDMENT
to the

OPERATING AGREEMENT
OF
K. F. GROUP, L.L.cC.

withdrawal ang termination of her membership in the Company, to become
effective on January 1, 2015;

AND WHEREAS Diane S. Kinney unconditionally waives all claim to any and all
present and future assets of the Company;

AND WHEREAS the Company and its Members hereby agrees to indemnify ang

hold Diane §, Kinney harmless from any liability arising from its activities during
her membership in the Company:

All other Provisions of the Operating Agreement dated April 8, 2013 remain
in full force ang effect.

Agreed to this 31st day of December 2014

Signature James W. Fieser
26303 Oakridge Drive
Spring, Texas 77380

Signature Diane S, Kinney
26303 Oakridge Drive
Spring, Texas 77380

Signature James J.. Fieser
26303 Oakridge Drive
Spring, Texas 77380




Financial Impact Statement

Signed this_ 7H_ day of March, 2017,

es W. Fieser
ember and Manager
K.F. Group, L.L.C.



CO-DEVELOPMENT AGREEMENT - K.F. Creekside, LTD,

THIS CO-DEVELOPER AGREEMENT ( "Agreement") is made and entered into this ?i/ day of
m ,2014 by and among Fieser Development, Inc., a Texas corporation (the
"Developer"), and K.F, Development Services, Inc., a Texag corporation (the "Co-DeveIoper").

RECITALS

i The Developer has special abilities and experience in developing affordable

housing projects eligible for low-income housing tax credits offered under the Internal Revenue
Code of 1986.

Cherokee County, Texas (the "Project"),

3 Prior to the formation of the Partnership, Developer performed substantia]
services in connection with the development of the Project.

4, The Developer desires to engage Co-Developer to complete the development and
to coordinate the construction of the Project,

5. As consideration for the compensation payable to the Co-Developer hereunder,

the Co-Developer is willing to perform the services described herein and to guarantee
completion of the Project, as more particularly set forth herein,

AGREEMENTS

NOW, THEREF ORE, in consideration of the foregoing, the mutual covenants set forth
below, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agree as follows:

1, Purpose of Agreement This Agreement specifies the services to be performed by
the Co-Developer for the Developer as an independent contractor. Capitalized terms not
otherwise defined herein sha] have the meaning set forth in the Partnership Agreement. The Co-
Developer shall be responsible for ensuring the Project is constructed in a good and workmanlike
manner in accordance with the Plans.

2, Development Services The Co-Developer has performed the following
development services for the benefit of the Partnership:

(a) Obtaining loca] approvals for the construction of the Project;

(b) Negotiating the acquisition of the property on which the Project is to be
acquired and rehabilitated;



3,

(c) Causing the Partnership to engage an architect to rehabilitate the Project;
and

(d)  Assisting the Partnership in developing financial pro formas for the

Project reflecting the reasonably anticipated cash distributions and tax
benefits to be recognized by the Partnership.

Compensation The tota] compensation payable by the Partnership to the Developer as

consideration for the services described in Section 2 of this Agreement shall be a Developer Fee
paid by the Partnership, approved and funded through Churchill Stateside Group, LLC, its
affiliates, and/or assigns., (the "Developer Fee"). The estimated Developer Fee is $437,416.00,
subject to final adjustments by the Partnership, Churchill Stateside Group, LLC. 5% of the
Developer Fee actually received, less any un-reimbursable monies paid out by the Developer in
the pursuit of said property, shall be paid by the Developer to the Co-Developer.

The Developer Fee shall be paid as set forth in the Partnership agreement.

4.

Term of Agreement The term of this Agreement shall begin on the date set forth below

and end when the Developer Fee has been paid in full.

o

Miscellaneous

A. Notices: Notices required under the Agreement shall be given in the manner
set forth in the Partnership Agreement,

B. Interpretation: This Agreement shall be interpreted and construed in g manner
that is consistent with the terms and provisions of the Partnership Agreement.

Bt Amendment: This Agreement shall not be amended except in writing executed
by all parties.
D. Waiver: No waiver of any right under this Agreement shall be deemed effective

unless contained in a writing signed by all parties charged with such waiver, and no

F. Successors: This Agreement shall be binding upon, and shall inure to the benefit
of the parties hereto, their respective heirs, successors, and assigns, as the case may be.



G. Governing Law and Venye: This Agreement will be governed by the laws of the
State of Texas, and venue shall be, in all cases, in the court of appropriate jurisdiction
located in Montgomery County, Texas.

[Signatures on the following pages]



Signature Page to the

Co-Development Agreement
(Creekside Village Apartments, Cherokee County, Texas)

Executed, delivered and etfective as of the date set forth above in this Agreement.

"Corporation"

Fieser Development, Inc.,

a Texas Corporation
|

Ol ' i
By: . Yams v o F 2

Jaq;ies W. Fieser, President

I
i
I




Signature Page to the
Co-Development Agreement

(Creekside Village Apartments, Cherokee County,

Texas)

Executed, delivered ang effective as of the date set forth above in this Agreement

"Co-Developer"

K.F. Development Services, Inc.,
a Texas Corporation _— 1

By: : /"«\W v
Diane S. Iéh}'hey, Co-President
'\.

———

!

By: -

\

H
|
JamesJ Flefer Cé-PreSIdent

/ J
/




TERMINATION AGREEMENT - K F, Creekside, LTD.

THIS TERMINATION AGREEMENT (the “Agreement”) is made and entered into this 2 day
of July, 2015 (the “Effective Date”) between Fieser Development, Inc. (the “Developer”) and
K.F, Development Services, Inc. (the “Co-Developer”).

RECITALS

A, Developer and Co-Developer are parties to that certain Co-Development
Agreement dated September 24, 2014 (the “Contract”) concerning the re-development of the
multi-family apartment community with street address of 1501 South Bolton, Jacksonville,
Cherokee County, Texas (the “Project”), A copy of the Contract is attached to this Agreement as
Exhibit “A” and made 3 part hereof for all purposes.

B. Co-Developer has requested that the Contract be terminated, and Developer has
agreed to such termination.

AGREEMENTS

NOW, THEREFORE, in consideration of the mutual covenants and agreements
contained herein and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged and agreed, the parties hereto agree as follows:;

1. Termination, Developer hereby releases Co-Developer from any and all claims,
suits, or demands, which Developer may have by virtue of the execution of the Contract. Co-
Developer also hereby releases Developer from any and all rights, claims, suits, or demands
which Co-Developer may have by virtue of the execution of the Contract. Developer and Co-
Developer now declare the Contract NULL AND VOID and of no further force and effect.

2 Binding Effect. This Agreement shall bind and inure to the benefit of all the
respective heirs, personal Tepresentatives, successors, and assigns of the parties hereto,

5. Governing Law and Venue, This Agreement will be governed by the laws of the
State of Texas, and venue shall be, in all cases, in the court of appropriate jurisdiction located in
Montgomery County, Texas.

4, Attorney’s Fees. Each party shall be responsible for paying any costs, including
attorney fees, incurred in connection with any dispute arising out of or related to the subject
matter of this Agreement.

[Signatures on the following pages]
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Signature Page
to

Termination Agreement
(Creekside Village Apartments, Cherokee County, Texas)

Executed, delivered and effective as of the date set forth above in this Agreement,

“Developer”

Fieser Development, Inc.,
a Texas Corporation

wa o o &4%«1

‘ jxes W. Fieser, Pre51dent

CREEKSIDE VILLAGE



Signature Page
to

Termination Agreement
(Creekside Village Apartments, Cherokee County, Texas)

Executed, delivered and effective as of the date set forth above in this Agreement.

“Co-Developer”

K.F. Development Services, Inc.,
a Texas Corporation

By: .
Diane S. Kl"nney
By: e
o §
James J. Z&gs;iCoj resident
3

CREEKSIDE VILLAGE



Exhibit “A”

Co-Development Agreement — K F. Creekside, LTD.

[ see attached ]

Exhibit “A”



hm #’///C’a"ﬁ alA)

APPLICANT

K.F. Creekside, LTD.

General Partner Limited Partner
K.F. Group, L.L.C. James W. Fieser
.01% Ownership 99.99% Ownership

James W. Fieser James J. Fieser Diane S.Kinney

Managing Member Member Member
33.34 % Ownership 33.33% Ownership 33.33% Ownership
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OWNER ORGANIZATIONAL CHART

APPLICANT
K.F. Creekside, LTD.

47-1748009

General Partner Limited Partner Special Member
K.F. Group, L.L.C. SG Heritage Square, LI.C CSGSLP, LLC
0.01% Ownership 9.99% Investment Membe
36-4769077 36-4825316 27-3972279
Managing Member Member

James W. Fieser James J. Fieser
50% Ownership 50% Ownership




From Fpplication

DEVELOPER

Co-Developer Co-Developer
Fieser Development, Inc. K.F. Development Services, Inc.
L 50% J 50%
| , 1
James W. Fieser ) James J. Fieser Diane S. Kinney
President Co-President Co-President
100% Ownership J 50% Ownership 50% Ownership




Ff@k 467[ éf'}li tg Catron

DEVELOPER
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Financial Impact Statement
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-Developer of the
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March 21, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Kent Bedell

221 East 11t Street

Austin, Texas 78701

RE: K.F. Creekside, LTD. — TDHCA #14024

Mr. Bedell,

Please accept this letter as my statement for withdrawing as a principal of the ownership of
K.F. Creekside, LTD., TDHCA #14024 and request to be removed as Co-Developer, K.F.
Development Services, Inc. from the Developer Structure.

On December 31, 2014, | requested to be withdrawn and terminate membership in the
Company effective January 1, 2015. | made this decision of my own free will and with the
purpose of removing myself from all ownership responsibilities and eliminating personal

liability.

If you have any additional questions or would like to discuss further, please contact me at 713-
598-3266.

Sincerell, /{

’
[

Diarie S. Kinney




BOARD ACTION REQUEST
ASSET MANAGEMENT
April 27, 2017

Presentation, discussion, and possible action regarding an ownership transfer prior to IRS Form 8609
issuance or construction completion for Heritage Place Apartments (File No. 14025)

RECOMMENDED ACTION

WHEREAS, Heritage Place Apartments (the “Development”) received an award of 9%
Housing Tax Credits (“HTC”) in 2014 for the acquisition and rehabilitation of 40
multifamily units in Jacksonville, Cherokee County;

WHEREAS, the General Partner, K.F. Group, L.L.C. is solely owned by James W. Fieser,
James J. Fieser, and Diane S. Kinney each holding a 33.3% interest in the entity;

WHEREAS, there are two 50% Co-Developers, Fieser Development, Inc., solely owned by
James W. Fieser and K.F. Development Services, Inc., solely owned by James J. Fieser and
Diane S. Kinney, each holding a 50% interest in the entity.

WHEREAS, Diane S. Kinney, 33.3% principal of the General Partner, K.F. Group, L.L..C,
and 50% owner of K.F. Development Services, Inc., has requested to be removed from the
Ownership structures of both the Development Owner and Developer;

WHEREAS, no new entities or principals will be added to the ownership structure and
James W. Fieser and James J. Fieser will each remain as 50% owners in the General Partner,
K.F. Group, L.L.C,;

WHEREAS, James W. Fieser, who was used to meet the Experience Requirement in the
Application, and Fieser Development, Inc. will still serve as the sole Developer for the
Development; and

WHEREAS, the transfer of ownership is being requested prior to the issuance of IRS
Form(s) 8609 and the completion of construction and 10 TAC §10.406(e) requires that
parties reflected in the Application that have control must remain in the ownership structure
and retain such control, unless approved otherwise by the Board,;

NOW, therefore, it is hereby

RESOLVED, that the ownership transfer for Heritage Place Apartments is approved as
presented to this meeting, and the Executive Director and his designees are hereby,
authorized, empowered, and directed to take all necessary action to effectuate the foregoing.
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BACKGROUND

Heritage Place Apartments was approved in 2014 for the acquisition and rehabilitation of 40 multifamily
units located in Jacksonville, Cherokee County. The owner is requesting to remove Diane S. Kinney as a
33.3% principal of the General Partner, K.F. Group, L.LL.C. At Application, K.F. Group, L.I..C. had three
principals: James W. Fieser, James J. Fieser, and Diane S. Kinney each having a 33.3% ownership interest in
the entity. With this change, K.F. Group, L.L.C. will remain as the sole General Partner entity and James W.
Fieser and James J. Fieser will split the ownership 50/50 while Diane S. Kinney will be departing the
ownership structure. The reason for this request as provided by the Applicant is that Diane S. Kinney made
the decision to withdraw and terminate her membership from the ownership because she did not want any
liability for the project. There are no new entities or principals coming into the ownership structure.

Ownership Structure Approved at Application

Ownership Structure after Amendment
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In addition to the ownership change, the owner has requested an amendment to the Application by
removing the 50% Co-Developer, K.FF. Development Services, Inc., solely owned by James J. Fieser (50%)
and Diane S. Kinney (50%) from the Developer structure. At Application, the Developer was comprised of
two 50% Co-Developers, Fieser Development, Inc., solely owned by James W. Fieser and K.F.
Development Services, Inc., solely owned by James J. Fieser (50%) and Diane S. Kinney (50%). The reason
for this request was that Diane S. Kinney wants to remove herself from all developer responsibilities
because she does not want any liability for the project. Furthermore, Diane S. Kinney, James J. Fieser, and
James W. Fieser executed a Termination Agreement on July 20, 2015, which removed K.F. Development
Services, Inc. as Co-Developer and confirmed Fieser Development Inc., solely owned by James W. Fieser
(75%) and James K. Fieser (25%) as the sole Developer for the project. James W. Fieser was used to meet
the Experience requirement in the 2014 Application, pursuant to 10 TAC §10.204(6) of the 2014 Uniform
Multifamily Rules. The change to the Developer does not require approval by the board, but is being
disclosed in this board action as it was a part of the Applicant’s request.
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Staff recommends approval of the requested change in ownership for Heritage Place Apartments.
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Staff recommends approval of the requested change in ownership for Heritage Place Apartments.
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FIESER DEVELOPMENT, INC.

990 Village Square Drive
Suite G200

Tomball, Texas 77375
281-419-6114

March 10, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Dee Patience

221 East 11th Street

Austin, Texas 78701

RE: Amendment Requests

Dee,

I understand that Kent Bedell is out of the office this week. He had instructed us to submit our
Amendment Requests to you, since they needed to be received no later than March 13, 2017.

I have enclosed Amendment Requests for the following:
e K.F. Creekside, LTD. — Creekside Village Apartments, TDHCA #14024, CMTS #4998
e K.F.HP 2014, LTD. — Heritage Place Apartments, TDHCA #14025, CMTS #1011
K.F. HS 2014, LTD. — Heritage Square Apartments, TDHCA #14023, CMTS #862

Also included is an Amendment Fee of $2,500 with each request.

If you have questions or require additional information, please give me a call at 281-419-6114.

Sincerely,

VY =

Melissa Baughman S
Sr. Project Coordinator

Sent via Fed Ex



FIESER DEVELOPMENT, INC.

990 Village Square Drive
Suite G200

Tomball, Texas 77375
281-419-6114

March 9, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Kent Bedell

221 East 11th Street

Austin, Texas 78701

RE: K.F. HP 2014, LTD. — TDHCA #14025

Mr. Bedell,

Please accept this letter as my formal request to remove Diane . Kinney as a principal of the
ownership of K.F. HP 2014, LTD., TDHCA #14025 and to request an amendment to remove the
Co-Developer, K.F. Development Services, Inc. from the Developer Structure.

Request to Remove a Principal from the Ownership

The reason for the removal of Diane S. Kinney as a principal of the general partner is that Ms.
Kinney, at a Special Meeting of all the Members of K_F. Group, L.L.C., a Texas Limited
Liability Company, (the “Company”) on December 3 1, 2014, requested withdrawal and
termination of her membership in the Company and requested that it be effective January 1,
2015. Ms. Kinney unconditionally waived all claims to any and all present and future assets of
the Company. It was agreed upon by all Members. Attached is a copy of the Amendment to the
Operating Agreement of K.F. Group, L.L.C. that was executed on December 3 1, 2014 as well as

a copy of the original Operating Agreement of K_.F. Group, L.L.C. that was adopted on April 6™,
2013.

There was no indication at the time of Application or at Carryover that Diane S. Kinney had any
intention to withdraw or terminate herself as a principal of the general partner for the application
listed above. We did not note the change at 10% Test because the Ownership Structure of the
Applicant did not change. K.F. Group, L.L.C. was and still is the general partner. It was our
understanding that Members can change without any issue, but any change in the Manager would
have to be approved. James W. Fieser is the Member and Manger of K.F. Group, L.L.C.

James W. Fieser was used as the experience for the Application.




The decision to withdraw and terminate Diane S. Kinney’s membership in the Company was a

decision that Ms. Kinney made independently and of her own free will. Diane S. Kinney was not
used as the experience in the Application for K.F. HP 2014. LTD.

Diane S. Kinney’s withdrawal and termination had no financial impact to the project. [ have
attached a No Financial Impact Statement for your review. A copy of the original and revised
Organizational Chart of the Applicant is attached.

Amendment to Application - Removal of Co-Developer from Development Structure

On September 24, 2014, a Co-Development Agreement was executed by James W. Fieser, Diane
S. Kinney and James J. Fieser agreeing to Co-Develop the acquisition and rehab of the multi-
family apartment community located at 1220 Heritage Drive, Jacksonville, Cherokee County,
Texas.

The reason for removal of K.F. Development Services, Inc. as the Co-Developer of the
Application for K.F. HP 2014, LTD. was due to Diane S. Kinney requesting to remove herself

from all ownership responsibilities in the project. Ms. Kinney indicated that she did not want the
liability.

When Ms. Kinney requested to remove herself from all areas of the ownership structure, James
W. Fieser and James J. Fieser agreed to terminate the Co-Development Agreement. On July 20,
2015, a Termination Agreement was executed terminating the Co-Development Agreement dated
September 24, 2014 (the “Contract”) between Fieser Development, Inc. and K.F. Development
Services, Inc.

There was no indication at the time of Application or at Carryover that Diane S. Kinney had any
intention to remove herself from any ownership role in the project. This was a decision that Ms.
Kinney made independently.

Diane 8. Kinney was not used as the experience in the Application for K.F. HP 2014, LTD.

Diane S. Kinney’s withdrawal and termination had no financial impact to the project. Please see
attached No Financial Impact Statement for your review.

Enclosed is our check in the amount of $2,500 for the Amendment to the Application for the
removal of the Co-Developer, K.F. Development Services, Inc.

If you have questions or need additional information, please give us a call at 281-419-6114.




ATTACHMENTS

Operating Agreement of K.F. Group, L.L.C.

Amendment to the Operating Agreement of K_F. Group, L.L.C.

Financial Impact Statement — Withdrawal and Termination of Diane S. Kinney as
Member of K.F. Group, L.L.C.

Co-Development Agreement — K.F. HP 2014, LTD.

Termination Agreement — K.F. HP 2014, LTD.

Organizational Charts for Applicant/Owner

Organizational Charts for Developer

Financial Impact Statement — Removal of Co-Developer from Development Structure




OPERATING AGREEMENT
OF
K. F. GROUP, L.L.C.

This Company Agreement of this MANAGER MANAGED LIMITED LIABILITY COMPANY organized
pursuant to the Texas Business Organizations code, is entered into and shall become effective
as of the Effective Date by and among the Company and the persons executing this Agreement
as Members. It is the Members express intention to create a limited liability company in
accordance with the Act, as currently written or subsequently amended or redrafted.

Therefore, all provisions of this document shall be construed consistent with the afore
described intent of the Members. Accordingly, in consideration of the conditions contained
herein, he/she/they agree as follows:

ARTICLE I

Company Formation

1.1 FORMATION. The Members hereby form a Limited Liability Company ("Company")
subject to the provisions of state law as currently ineffect as of this date. Articles of
Organization shall be filed with the Texas Secretary of State.

1.2 REGISTERED OFFICE AND AGENT. The name and address of the initial Texas registered
agent for service of process shall be James W. Fieser, 26303 Oakridge Drive, Spring,
Texas

1.3 TERM. The Company shall continue for a perpetual period.

(@) Members whose capital interest as defined in Article 2.2 exceeds 50 percent vote for
dissolution; or

(b) Any event which makes it unlawful for the business of the Company to be carried on
by the Members; or

(c) Any other event causing dissolution of this Limited Liability Company under
applicable state laws.

1.4 CONTINUANCE OF COMPANY. Notwithstanding the provisions of ARTICLE 1.3, in the
event of an occurrence described in ARTICLE 1.3(c), if there are at least one remaining
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1.6

1.7

1.8

2.1

2.2

M

Member(s), said remaining Member)s) shall have the right to continue the business of
the Company.

BUSINESS PURPOSE. The Company shall conduct any and all lawful business deemed
appropriate to execute the company’s objectives.

PRINCIPAL PLACE OF BUSINESS. The location of the principal place of business of the
Company shall be 26303 Oakridge Drive, Spring, Texas.

THE MEMBERS. The name and address of each member are listed below at
Certification of Members, Members are the owners of this company.

ADMISSION OF ADDITIONAL MEMBERS. Except as otherwise expressly provided in the
Agreement, no additional members may be admitted to the Company through issuance

by the company of a new interest in the Company without the prior unanimous written
consent of the Members.

ARTICLE II

Capital Contributions

INITIAL CONTRIBUTIONS. The Members initially shall contribute to the Company capital
and the company shall keep record of the amount each contributed.

ADDITIONAL CONTRIBUTIONS. Except as provided in ARTICLE 6.2, no Member shall be
obligated to make any additional contribution to the Company's capital.

ARTICLE Il

Profits, Losses and Distributions

PROFITS/LOSSES. For financial accounting and tax purposes the Company's net profits
or net losses shall be determined on an annual basis and shall be allocated to the
Members in proportion to each Member's relative capital interest in the Company, and
as amended from time to time in accordance with Treasury Regulations.
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4.1

4.2

4.3

4.4

4.5

ARTICLE IV

Management

(a) the sale, development lease or other disposition of the Company's assets; (b)
the purchase or other acquisition of other assets of all kinds; (c) the management of all
Orany part of the Company's assets; (d) the borrowing of money and the granting of
Security interests in the Company's assets: (e) the pre-payment, refinancing or
extension of any loan affecting the Company's assets; (f) the compromise or release of
any of the Company's claims or debts; and, (g) the employment of persons, firms or
corporations for the operation and management of the company's business. In the

agreements, licensing agreements, management contracts and maintenance contracts
covering or affecting the Company's assets; (b) all checks, drafts and other orders for

the payment of the Company's funds; (c) all promissory notes, loans, security
agreements and other similar documents; and, (d) all other instruments of any other
kind relating to the Company's affairs, whether like or unlike the foregoing.

INDEMNIFICATION. The Company shall indemnify any person who was oris a party
defendant or is threatened to be made a party defendant, pending or completed action,
suit or proceeding, whether civil, criminal, administrative, or investigative (other than an
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5:1
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action by or in the right of the Company) by reason of the fact that he is or was a
Member of the Company, Manager, employee or agent of the Company, or is or was
serving at the request of the Company, for instant expenses (including attorney's fees),
judgments, fines, and amounts paid in settlement actually and reasonably incurred in
connection with such action, suit or proceeding if the Members determine that he acted

be in the best interest of the Company, and, with réspect to any criminal action or
proceeding, had reasonable cause to believe that his/her conduct was lawful,

(a) A current list in alphabetical order of the fyl| name and the last known street
address of each Member;

(b) A copy of the Certificate of Formation and the Company Operating Agreement and
allamendments;

(c) Copies of the Company's federal, state and local income tax returns and reports, if
any, for the three most recent years;

(d) Copies of any financial statements of the limited liability company for the three most
recent years.

ARTICLE Vv

MEMBER'S ACCOUNTS. The Managers shall maintain séparate capital and distribution
accounts for each member. Each member's capital account shall consist of his initia|
capital contribution increased by:



(a) Any additional capital contribution made by him/her;

(b) Credit balances transferred from his distribution account to his capital account;
and decreased by:

(a) Distributions to him/her in reduction of Company capital;
(b) The Member's share of Company losses if charged to his/her capital account,

5.3 REPORTS. The Managers shall close the books of account after the close of each
calendar year, and shall prepare and send to each member a statement of such
Member's distributive share of income and expense for income tax reporting purposes.

CERTIFICATION OF MANAGING MEMBER

The undersigned hereby agrees to serve as manager for this LLC.

Signed this 6th day of April, 2013.

iy
‘(2’2{} - Signature James W, Fieser
Mar{aéqng Member ("Manager")

26303 Oakridge Drive

Spring, Texas



CERTIFICATION OF MEMBERS

The undersigneg hereby agree, acknowledge and certify to adopt this Operating Agreement,

Signed this 6th day of April, 2013

]

é;f‘{y? H

W.‘h’ Signature James W. Fieser
Memberf/v

26303 Oakridge Drive

Spring, Texas

[

' " TR
;'ﬁ/U,M/M k. YY)

" Signature James J. Fieser
Mgmber /
26303 Oakridge Drive
f .
/,‘ q Spring, Texas
: K
:}’:?- i
Al lk‘*\«
B ” 1 " signature Diane S. Kinney
Member

26303 Oakridge Drive

Spring, Texas



AMENDMENT
to the

OPERATING AGREEMENT
OF
K. F. GROUP, L.L.C.

We, the Members of K. F. Group, LL.C. 1 Texas Limited Liability Company, formed on
August 6, 2013, ang governed by that Operating Agreement entered into by the initial

members on April 6, 201 3, at a Special Meeting of all the Members held on December
31,2014, do hereby resolve ang confirm the following:

1. WHEREAS Diane 8. Kinney, an initial Member of the Company, has requested

withdrawal ang termination of her membership in the Company, to become
effective on January 1, 2015;

AND WHEREAS Diane S. Kinney unconditionally waives all ¢claim to any and all
present and future assets of the Company:

her membership in the Company:

NOwW THEREFORE the Members of the Company unanimously agree to
terminate and end her membership effective January 1, 2015.

2. All other provisions of the Operating Agreement dated April 6, 2013 remain
in full force and effect.

Agreed to this 31st day of December 2014.

! (}m» il )% Signature James W. Fieser
Mey’oer and Manager 26303 Oakridge Drive
\.. 1 / Spring, Texas 77380

- /|
/ a
A /| Signature Diane S. Kinney
Membep~—" " A 26303 Oakridge Drive
\| Spring, Texas 77380
)
f / Signature James J.. Fieser
Member [ | 26303 Oakridge Drive
¢ 7 / Spring, Texas 77380



Financial Impact Statement




CO-DEVELOPMENT AGREEMENT - K.F. HP 2014, LTD.

THIS CO-DEVELOPER AGREEMENT ("Agreement") is made and entered into this ‘é‘l day of
M, 2014 by and among Fieser Development, Inc., a Texas corporation (the
"Developer"), and K.F. Development Services, Inc., a Texas corporation (the "Co-Developer").

RECITALS

L The Developer has special abilities and experience in developing affordable
housing projects eligible for low-income housing tax credits offered under the Internal Revenue
Code of 1986.

2 The Partnership, K.F. HP 2014, LTD., desires to redevelop and rehabilitate a 40
unit multi-family apartment community with a street address of 1220 Heritage Drive,
Jacksonville, Cherokee County, Texas (the "Project").

o Prior to the formation of the Partnership, Developer performed substantial
services in connection with the development of the Project.

4. The Developer desires to engage Co-Developer to complete the development and
to coordinate the construction of the Project.

- 8 As consideration for the compensation payable to the Co-Developer hereunder,
the Co-Developer is willing to perform the services described herein and to guarantee
completion of the Project, as more particularly set forth herein.

AGREEMENTS

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants set forth
below, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agree as follows:

I Purpose of Agreement This Agreement specifies the services to be performed by
the Co-Developer for the Developer as an independent contractor. Capitalized terms not
otherwise defined herein shall have the meaning set forth in the Partnership Agreement. The Co-
Developer shall be responsible for ensuring the Project is constructed in a good and workmanlike
manner in accordance with the Plans.

2. Development Services The Co-Developer has performed the following
development services for the benefit of the Partnership:

(a)  Obtaining local approvals for the construction of the Project;

(b) Negotiating the acquisition of the property on which the Project is to be
acquired and rehabilitated;



&

(©) Causing the Partnership to engage an architect to rehabilitate the Project;
and

(d) Assisting the Partnership in developing financial pro formas for the
Project reflecting the reasonably anticipated cash distributions and tax
benefits to be recognized by the Partnership.

Compensation The total compensation payable by the Partnership to the Developer as

consideration for the services described in Section 2 of this Agreement shall be a Developer Fee
paid by the Partnership, approved and funded through Churchill Stateside Group, LLC, its
affiliates, and/or assigns., (the "Developer Fee"). The estimated Developer Fee is $481,264.00,
subject to final adjustments by the Partnership, Churchill Stateside Group, LLC. 5% of the
Developer Fee actually received, less any un-reimbursable monies paid out by the Developer in
the pursuit of said property, shall be paid by the Developer to the Co-Developer.

The Developer Fee shall be paid as set forth in the Partnership agreement.

4.

Term of Agreement The term of this Agreement shall begin on the date set forth below

and end when the Developer Fee has been paid in full.

-3

Miscellaneous

A. Notices: Notices required under the Agreement shall be given in the manner
set forth in the Partnership Agreement.

B. Interpretation: This Agreement shall be interpreted and construed in a manner
that is consistent with the terms and provisions of the Partnership Agreement.

c. Amendment: This Agreement shall not be amended except in writing executed
by all parties.
D. Waiver: No waiver of any right under this Agreement shall be deemed effective

unless contained in a writing signed by all parties charged with such waiver, and no
waiver of any right arising from any breach or failure to perform shall be deemed to be a

waiver of any future such right or of any other right arising under this Agreement.

E Severability: If any provision of this Agreement is or becomes invalid, illegal, or
unenforceable in any jurisdiction, such provision shall be deemed amended to conform to
applicable laws so as to be valid and enforceable or, if it cannot be so amended without
materially altering the intention of the parties, it shall be stricken and the remainder of
this Agreement shall remain in full force and effect.

F. Successors: This Agreement shall be binding upon, and shall inure to the benefit
of the parties hereto, their respective heirs, successors, and assigns, as the case may be.



. Governing Law and Venue: This Agreement will be governed by the laws of the
State of Texas, and venue shall be, in all cases, in the court of appropriate jurisdiction
located in Montgomery County, Texas.

H.  Attorney Fees: Each party shall be responsible for paying any costs, including
attorney fees, incurred in connection with any dispute arising out of or related to the
subject matter of this Agreement.

[Signatures on the following pages]
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TERMINATION AGREEMENT — K.F. HP 2014, LTD,

THIS TERMINATION AGREEMENT (the “Agreement”) is made and entered into thiSo?_‘_’ day
of July, 2015 (the “Effective Date”) between Fieser Development, Inc. (the “Developer”) and
K.F. Development Services, Inc. (the “Co-Developer™).

RECITALS

A. Developer and Co-Developer are parties to that certain Co-Development
Agreement dated September 24, 2014 (the “Contract”) concerning the re-development of the
multi-family apartment community with street address of 1220 Heritage Drive, Jacksonville,
Cherokee County, Texas (the “Project”). A copy of the Contract is attached to this Agreement as
Exhibit “A” and made a part hereof for all purposes.

B. Co-Developer has requested that the Contract be terminated, and Developer has
agreed to such termination,

AGREEMENTS

NOW, THEREFORE, in consideration of the mutual covenants and agreements
contained herein and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged and agreed, the parties hereto agree as follows:

1. Termination. Developer hereby releases Co-Developer from any and all claims,
suits, or demands, which Developer may have by virtue of the execution of the Contract. Co-
Developer also hereby releases Developer from any and all rights, claims, suits, or demands
which Co-Developer may have by virtue of the execution of the Contract. Developer and Co-
Developer now declare the Contract NULL AND VOID and of no further force and effect,

2 Binding Fffect. This Agreement shall bind and inure to the benefit of all the

respective heirs, personal representatives, successors, and assigns of the parties hereto.

3. Governing Law and Venue. This Agreement will be governed by the laws of the
State of Texas, and venue shall be, in all cases, in the court of appropriate jurisdiction located in
Montgomery County, Texas.

4, Attorney’s Fees. Each party shall be responsible for paying any costs, including
attorney fees, incurred in connection with any dispute arising out of or related to the subject
matter of this Agreement,

[Signatures on the following pages]
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a Texas Corporation
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{ J?ﬂ-nes W. Fieser, President
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“Co-Developer”

K.F. Development Services, Inc.,
a Texas Corporation

[
By: :
Diane S. Kinney, Co= ident
b
By: A |
James J. Ei‘ése&; Co rgsident
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(N
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Exhibit “A”

Co-Development Agreement — K.F. HP 2014, LTD.

[ see attached ]

Exhibit “A”



From Flpplication

APPLICANT
K.F. HP 2014, LTD.

General Partner Limited Partner
K.F. HP 2014, L.L.C. James W. Fieser
0.01% Ownership 99.99% Ownership
Managing Member Member Member
James W. Fieser James J. Fieser Diane S.Kinney

33.34 % Ownership 33.33% Ownership 33.33% Ownership




From Cost lodsloedinr

OWNER ORGANIZATIONAL CHART

APPLICANT
K.F. HP 2014, LTD.
47-1769367
General Partner Limited Partner Special Member
K.F. Group, L.L.C. SG Heritage Square, LLC CSG SLP, LLC
0.01% Ownership 9.99% Investment Membe
36-4769077 36-4825316 27-3972279
Managing Member Member
James W. Fieser James J. Fieser

50% Ownership 50% Ownership




Pf‘Dm APP/}&,‘/"DA/

DEVELOPER

Co-Developer Co-Developer
Fieser Development, Inc. K.F. Development Services, Inc.
L 50% J 50%

|

James W. Fieser James J. Fieser Diane S. Kmney
President Co-President Co-President

100% Ownership 50% Ownership 50% Ownership




DEVELOPER

Fieser Development, Inc.
Tax ID #76-0523828
100%

/ _\

James W. Fieser
President
75% Ownership

James J. Fieser
Vice President

25% Ownership




Financial Impact Statement

The withdrawal and termination of K.F. D

evelopment Services, Inc. as the Co- -Developer of the
Project, Heritage Place Apartments, has n

o financial impact,

Signed this qﬂ"’ day of March, 2017.

-

es W. Fieser!
sident

Fieser Development, Inc., Developer




March 21, 2017

Texas Department of Housing and Community Affairs
Asset Management Division

Attn: Kent Bedell

221 East 11" Street

Austin, Texas 78701

RE: K.F. HP 2014, LTD. - TDHCA #14025

Mr. Bedell,

Please accept this letter as my statement for withdrawing as a principal of the ownership of
.F. HP 2014, LTD., TDHCA #14025 and request to be removed as Co-Developer, K.F.
Development Services, Inc. from the Developer Structure.

On December 31, 2014, | requested to be withdrawn and terminate membership in the
Company effective January 1, 2015. | made this decision of my own free will and with the
purpose of removing myself from all ownership responsibilities and eliminating personal
liability.

If you have any additional question or would like to discuss further, please contact me at 713-
598-3266

Sincerel

Diane S. Kinney
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BOARD ACTION REQUEST
ASSET MANAGEMENT

APRIL 27, 2017

Presentation, discussion, and possible action regarding a material amendment to the Housing Tax
Credit (“HTC”) Application of Silverleaf at Mason in Mason (HTC #16057)

RECOMMENDED ACTION

WHEREAS, in 2016 Silverleaf at Mason (the “Development”) received an award of
9% Housing Tax Credits for the construction of 49 units of multifamily housing for
the elderly population in Mason, Mason County;

WHEREAS, recent changes in the market pricing for Housing Tax Credits have
resulted in a reduced credit price for the subject Development falling from $0.99 to
$0.806, impacting the feasibility of the Development as originally proposed;

WHEREAS, as a result of the reduced credit pricing and in an effort to keep the
Development viable the Applicant has requested approval to amend its application
by reducing the total number of units from 49 to 45 and reducing the number of
residential buildings from 12 to 11;

WHEREAS, as a result of the reduced credit pricing and a delay in construction
startup the Applicant has also requested a 60-day extension to the 10% Test
submission deadline until August 29, 2017;

WHEREAS, the changes proposed represent material alterations requiring Board
approval, including a modification of the number of units or bedroom mix of units
and a modification of the residential density of at least 5 percent as described in Tex.
Gov’t Code §2306.6712 and 10 TAC §10.405(a)(3)(B) and (F), and the Applicant has
complied with the amendment requirements in 10 TAC §10.405(a); and

WHEREAS, the changes to the application do not negatively affect the
Development aside from providing fewer units, nor do the changes negatively
impact the viability of the transaction, or affect the amount of tax credits awarded;

NOW, therefore, it is hereby

RESOLVED, that the requested material application amendment and 60-day
extension to the 10% Test submission deadline for Silverleaf at Mason are approved
as presented to this meeting and the Executive Director and his designees are each
authorized, directed, and empowered to take all necessary action to effectuate the
foregoing.
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BACKGROUND

Silverleaf at Mason was submitted and approved for a 9% HTC allocation during the 2016 cycle to
construct 49 new multifamily units for the elderly population in Mason. The Department received a
material amendment request from the Applicant’s representative, Ben Dempsey of StoneLeaf
Companies, dated March 13, 2017, requesting approval to change the Application in efforts to keep
the transaction viable after a downturn in equity pricing for the Development.

The Application for Silverleaf at Mason was underwritten and approved at a credit price of $0.99
offered by National Equity Fund (“NEF”). The Applicant signed the LOI from NEF and
proceeded to provide the requested due diligence. However, the Applicant’s letter explains that, due
to unforeseen and negative trends in tax credit equity markets, NEF informed the Applicant that
they could no longer honor the agreed LOI. The Applicant further states that while they have
continued to engage with other equity providers the drastic reduction in pricing has resulted in the
need to make changes to the Application in order to keep it financial feasible. Among the changes
being proposed is a reduction in the number of market rate units from five to one, and a reduction
in the number of residential buildings from 12 to 11.

Finally, the Applicant’s letter requests a 60-day extension to the 10% Test submission deadline,
citing reasons for the need for the extension including a delay in construction startup, which has yet
to begin, as well as the reduced equity pricing for the Development.

Staff discussed the progress of this Development to date with the Mike Sugrue of Stoneleaf
Companies and learned that discussions continue with potential equity investors for this transaction.
In fact, Mr. Sugrue informed staff that the letter provided by Michel Associates, LTD. for a
proposed credit price of $0.86, has been pulled from the transaction. Mr. Sugrue indicated that they
continue to receive other offers from other investors, with offers ranging between $0.82 and $0.86.
On April 5, 2017, an offer from RBC Capital Markets was received by the Applicant offering a
credit price of $0.85, and the Applicant confirmed to staff that they are proceeding with this latest
offer from RBC. Mr. Sugrue also discussed with the staff the need for the extension to meeting the
10% Test requirements, citing that while taking down the land will certainly assist them in meeting
this requirement, additional time is needed for the Applicant to spend 10% of the costs needed. Mr.
Sugrue informed staff that they have until June 15, 2017, to close on the land and he wants to be
sure not only that he has an equity investor in order to proceed, but that the offer presented by any
investor makes the best business sense for all parties to move forward with.

A comparison of all changes identified in the Applicant’s amendment request is summarized below:
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16057- Silverleaf at Mason
Material Amendment as defined in Tex. Gov’t Code §2306.6712 and 10 TAC §10.405(a)(4)(B),(D) & (F)

Original

Amended

Site acreage = 8.00 acres
Density = 6.12 units/acte

12 residential buildings
49 units

42,250 Net Rentable Square Feet

Subject Building

Total Parking = 85 spaces

Covered
Uncovered
Clubhouse

= 49 spaces

25 spaces
11 spaces

| eg&le JD

LTS

15'SETBACK

@

==y

HM@

U_é;m@ Fe e

5 SETBACK

__——COVERED PARKING

8.00
{E?\ Acres

TR ‘1

§' SETBACK

352.15"

S B89'36'05" W

N 00'23'55" W

97951

UNIT DISTRIBUTION

# Beds | # Units | % Total | Assisted | Income | # Units | % Total

Eff 0.0% 0 30% 4 8.2%

1 27 | 55.1% 0 40% - 0.0%

2 22| 44.9% 0 50% 9 18.4%

3 0.0% 0 60% 31 63.3%

4 0.0% 0 MR 5 10.2%
TOTAL 49 100.0% TOTAL 49 | 100.0%

Site acreage = 8.00 acres

Density = 5.62 units/acte (-8%)

11 residential buildings
45 units

Total Parking = 76 spaces

Covered
Uncovered
Clubhouse

38,750 Net Rentable Square Feet (-8.% decrease)

Four (4) unit building
was eliminated here.

= 45 spaces
= 23 spaces
= 8 spaces

i UNIT DISTRIBUTION

# Beds | # Units | % Total | Assisted| Income | # Units | % Total
Eff 0.0% 0 30% 4 8.9%
1 25| 55.6% 0 40% -| 0.0%
2 20| 44.4% 0 50% 9| 20.0%
3 0.0% 0 60% 31| 689%
4 0.0% 0 MR 1 22%

TOTAL| 45 100.0% TOTAL 45 | 100.0%
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Staff has reviewed the original application, underwriting report and concluded that the changes
would not have adversely affected the selection of the Application or its score. Real Estate Analysis
(“REA”) has re-evaluated the transaction pursuant to Tex. Gov’t Code 2306.6712(b) and an analysis
of this Application with the changes proposed is included after this Board Action Request. REA has
concluded that the Development remains feasible and continues to support the credit allocation
previously awarded to this Development.

Staff recommends approval of the material application amendment as presented herein, and

approval of a 60-day extension to the 10% Test submission deadline. The new 10% Test deadline
for Silverleaf at Mason will be August 29, 2017.
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Real Estate Analysis Division

April 11, 2017
Addendum to Underwriting Report
TDHCA Application #: 16057 Program(s): | 9% HTC |
| SilverLeaf at Mason Apartments |
Address/Location: South of Austin Street and East of Ranck Avenue
City: Mason County: Mason Zip: 76856
APPLICATION HISTORY
Report Date PURPOSE
04/11/17 Amendment Memo-April 2017
11/30/16 Carryover Memo
09/22/16 Credit Recommendation Amendment
07/06/16 Original Underwriting Report
ALLOCATION
Previous Allocation RECOMMENDATION
TDHCA Program Amount Rate | Amort | Term Amount Rate | Amort | Term | Lien
LIHTC (Annual) $500,000 $500,000
CONDITIONS STATUS

1 Receipt and acceptance by Carryover:

e Provide written statements from the lender and equity provider that must indicate that they each have
performed an independent market analysis (market study and/or appraisal) and that based on that
analysis they intend to move forward with processing their applications. Documentation sufficient to
understand their analysis must be provided including a demand and rent analysis. The statements must
include a description of the other due diligence that they each have performed in general including
review of plans or other typical due diligence items. They must include a statement describing their
approval process and timelines as well as their anticipated closing timeline if approved. The market
reviews must be independent of the Applicant’s market study and the reviews must also include an
independent review of the Applicant’s report specifically the market area definition and rental rate
projections. Copies of the market analysis and/or appraisals should be attached. Updates to the
financing terms must be included.

Comments:
Applicant provided letters and corresponding documentation from Bank of Oklahoma, National Equity
Fund and Bonneville Mortgage that complied with the terms of the condition.

Status: Condition cleared.
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2 Receipt and acceptance by Cost Certification:

At cost certification, an architect or engineer certification indicating that the development is not within
the 100 year floodplain; or that the finished ground floor elevation for each building is at least one foot
above the floodplain and that all drives, parking and amenities are not more than 6 inches below the

floodplain.

Status: Pending.
Should any terms of the proposed capital structure change or if there are material changes to the overall
development plan or costs, the analysis must be re-evaluated and adjustment to the credit allocation

and/or terms of other TDHCA funds may be warranted.

MARCH 2017 AMENDMENT SUMMARY

At application in 2016, Raymond James had provided a term sheet with credit pricing of $0.92. When
Applicant was awarded the tax credits for Region 12 Rural, National Equity Fund ("NEF") offered a price of

$0.99. However, with concerns over an expected rise in interest rates, NEF indicated that they would no

longer offer that level of credit pricing on the deal. Subsequently, Applicant obtained its current offer from

RBC at a credit price of $0.85.

Lower pricing affects project feasibility, prompting Applicant to propose a reduction in the number of units
from 49 to 45. The originally proposed number of program units will remain the same while the number of
market rate units will be reduced from five (5) down to one (1). Feasibility is maintained with the

corresponding reduction in project cost.

With the resulting delay in construction startup, Applicant has also requested a 60 day extension for the 10%

Test due date.

ORIGINAL SITE PLAN

A3-2

:5:'\} L Trai] R()ad TOTAL 12 42,250 S.F.
TRAIL ROAD e ——————— SO T e st
;x ‘}\ \ l_:—"—"[’:‘" { Z —"rt 7 = 5 SETBACK
m I | @L_]. @ @ L @ \=  —COVERED FARKING !
o | H AN =i (BT £l INE2Eon el :
25 eN—,m | oo NV .
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& I R — . | TR d }
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< (No On-Site Detention Required)( 7

REVISED SITE PLAN

| Four (4) unit building
| was eliminated here.

. Trail Road

]
s

\ ..!., ey

[T\ﬂ Uu 'sltu l‘lcluntlun Ruqu irml}

Austin Ave. (State Hwy 29E)

16057 SilverLeaf at Mason 20f8 41117



Comments:

Parking has also been reduced from 85 to 76 spaces (1.7/unit), still exceeding Code requirement of 1.5/unit.
Parking includes 45 carport spaces and 31 uncovered. All spaces will be provided to tenants at no
additional fee.

ANALYSIS

Sources of Funds

Applicant's originally contemplated permanent financing was a $1,868,150 conventional loan from Bank of
Oklahoma underwritten at 5.50% with payments based on a 30 year amortization and a 15 year maturity.

At Carryover, the financing proposal changed to a $1,778,454 USDA 538 permanent loan from Bonneville
Mortgage underwritten at 3.65% plus a 50 basis point USDA Guarantee Fee, with payments based on a full 40
year amortization corresponding to the loan's 40 year term.

Current financing contemplates a $1,866,295 USDA 538 permanent loan from Bonnevile Mortgage
underwritten at 4.00% plus a 50 basis point USDA Guarantee Fee, with payments based on a full 40 year
amortization and 40 year maturity. Equity of $4,249,575 priced at $0.85, is to be provided by RBC Capital
Markets with deferred developer fee covering the remainder of project cost.

Development Cost

The elimination of one of the originally planned four (4) unit buildings reduces total development cost by
approximately $500K. However, the reduced cost does not have a negative impact on the original
$500,000 credit allocation.

Operating Pro Forma

Original underwriting assumed full program rents on all restricted units and 60% rents on market rate units.
Applicant has now assumed that max program rents are achieved on 30% and 50% units, while rents on 60%
units as well as the one market rate unit are projected around $60 less than maximum 60% rents. Offsetting
the lower rent assumptions is the utility allowance structure now being proposed. Prior underwriting
inadvertently assumed that tenants would be paying for trash collection. However, it is now being reflected
that the landlord pays for trash, as is typical. The utility allowances being used here are those derived from
the TDHCA approved HUD model used in original underwriting.

As underwritten, feasibility is achieved with a 1.16 DCR and 61% expense ratio, thereby exhibiting leeway to
use the projected lower rents if needed to bolster demand.

Assuming even lower rents with one month's concession on 60% and market rate units would result in
average rents dropping $5 below breakeven. However, the need for concessions is diminished by
underwritten rents already being 21% below market.

Breakeven occupancy occurs with 6 units vacant (underwritten at 3).

At $4,075/unit, operating expenses are somewhat lower than typical, so the low rent assumptions are what
result in the 61% expense ratio. However, as underwritten, the DCR is projected to exceed 1.15 for 30 years.

Recommendation

Applicant's revisions to the building configuration, unit mix and capital structure do not affect the feasibility
conclusion. As a result, no change in the credit allocation is being recommended at this time.

Underwriter: Gregg Kazak
Manager of Real Estate Analysis: Thomas Cavanagh
Director of Real Estate Analysis: Brent Stewart
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UNIT MIX/RENT SCHEDULE

SilverLeaf at Mason Apartments, Mason, 9% HTC #16057

LOCATION DATA UNIT DISTRIBUTION Applicable Pro Forma ASSUMPTIONS
CITY: Mason #Beds | #Units | % Total | Assisted | Income | # Units | 9% Total Programs Revenue Growth 2.00%
COUNTY: Mason Eff -1 0.0% 0 30% 4] 8.9% 9% Housing Tax Credits Expense Growth 3.00%
1 25| 55.6% 0 40% - 0.0% Basis Adjust 130%
PROGRAM REGION: 12 2 20 | 44.4% 0 50% 9 20.0% Applicable Fraction 97.42%
3 - 0.0% 0 60% 31 68.9% APP % Acquisition 3.37%
4 - 0.0% 0 MR 1 2.2% APP % Construction 9.00%
TOTAL 45 100.0% -| TOTAL 45| 100.0% Average Unit Size 861 sf
UNIT MIX / MONTHLY RENT SCHEDULE
APPLICABLE PROGRAM APPLICANT'S TDHCA
HTC UNIT MIX RENT PRO FORMA RENTS PRO FORMA RENTS MARKET RENTS
Max Net Total Total Delta
# # # Gross Utility Program | Deltato Net Rent Monthly Monthly Rent per Rent to Mkt
Type Gross Rent | Units Beds Baths NRA Rent Allow Rent Max Rent psf | per Unit Rent Rent Unit psf Max Underwritten Analyst
TC 30% $343 2 1 1 750 $343 $46 $297 $0 $0.40 $297 $594 $594 $297 | $0.40 $0 $929 $1.24 $705
TC 50% $573 5 1 1 750 $573 $46 $527 $0 $0.70 $527 $2,635 $2,635 $527 | $0.70 $0 $629 $0.84 $705
TC 60% $687 13 1 1 750 $687 $46 $641 ($58) $0.78 $583 $7,579 $7,579 $583 | $0.78 ($58) $629 $0.84 $705
TC 60% $687 5 1 1 750 $687 $40 $647 ($58) $0.79 $589 $2,945 $2,945 $589 | $0.79 ($58) $629 $0.84 $705
TC 30% $412 2 2 1 1,000 $412 $57 $355 ($0) $0.36 $355 $710 $710 $355 | $0.36 ($0) $759 $0.76 $825
TC 50% $687 4 2 1 1,000 $687 $57 $630 ($0) $0.63 $630 $2,520 $2,520 $630 | $0.63 ($0) $759 $0.76 $825
TC 60% $825 13 2 1 1,000 $825 $57 $768 ($66) $0.70 $702 $9,126 $9,126 $702 | $0.70 ($66) $759 $0.76 $825
MR 1 2 1 1,000 $0 $57 NA $0.76 $759 $759 $759 $759 | $0.76 NA $759 $0.76 $825
TOTALS/AVERAGES: 45 38,750 ($42) $0.69 $597 $26,868 $26,868 $597 | $0.69 ($42) $700 $0.81 $758
[ANNUAL POTENTIAL GROSS RENT: $322,416 | $322,416 |
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STABILIZED PRO FORMA

SilverLeaf at Mason Apartments, Mason, 9% HTC #16057

STABILIZED FIRST YEAR PRO FORMA

COMPARABLES APPLICANT TDHCA VARIANCE
Selected Carryover |Original Underwriting| Carryover
Database Comps %EGI | Per SF | Per Unit Amount 11/30/2016 7/06/2016 11/30/2016 | Amount Per Unit | Per SF | %EGI % $
POTENTIAL GROSS RENT $0.69 $597 $322,416 $322,008 $371,928 $371,928 $322,008 $322,416 $597 $0.69 0.0% $0
laundry/vending $7.22 $3,900 $5,880 $5,880
nsf & late $1.67 $900 $1,200 $1,200
$0.00 $0 $0 $0

Total Secondary Income $8.89 $7,080 $7,080 $4,800 $8.89 | 0.0% $0
POTENTIAL GROSS INCOME $327,216 $329,088 | $379,008 [ $379,008 $329,088 | $327,216 0.0% $0

Vacancy & Collection Loss 7.5% PGI (24,541) (24,682) ($28,426) ($28,426) ($24,682) (24,541) 7.5% PGIl 0.0% -

Rental Concessions - - 0.0% -
EFFECTIVE GROSS INCOME $302,675 $304,406 | $350,582 | $350,582 $304,406 | $302,675 0.0% $0
General & Administrative $23,109 | $514/Unit $15,033 $334 | 5.42% $0.42 $364 $16,400 $15,800 $15,800 $15,033 $15,033 $15,033 $334 |  $0.39 4.97% 9.1% 1,367
Management $26,503 [ 7.9% EGI $16,902 $376 | 4.01% $0.31 $270 $12,150 $12,250 $17,500 $17,529 $15,220 $15,134 $336 | $0.39 5.00% | -19.7% (2,984)
Payroll & Payroll Tax $37,591 [ $835/Unit $50,768 $1,128 | 18.34% $1.43 $1,233 $55,500 $58,500 $61,000 $59,883 $59,883 $50,768 $1,128 | $1.31 16.77% 9.3% 4,732
Repairs & Maintenance $25,728 | $572/Unit $30,122 $669 | 8.19% $0.64 $551 $24,800 $28,200 $28,200 $29,400 $29,400 $27,000 $600 | $0.70 8.92% -8.1% (2,200)
Electric/Gas $12,098 [ $269/Unit $4,839 $108 |  1.98% $0.15 $133 $6,000 $6,000 $6,000 $4,839 $4,839 $4,839 $108 [ $0.12 1.60% 24.0% 1,161
Water, Sewer, & Trash $19,860 [ $441/Unit $23,998 $533 |  7.93% $0.62 $533 $24,000 $23,000 $23,000 $23,313 $23,313 $23,998 $533 |  $0.62 7.93% 0.0% 2
Property Insurance $15,215 | $0.39 /sf $13,255 $295 | 3.80% $0.30 $256 $11,500 $12,500 $12,500 $13,255 $13,255 $13,255 $295 |  $0.34 4.38% -13.2% (1,755)
Property Tax (@ 100%) 1.7645 $21,866 | $486/Unit $9,836 $219| 6.61% $0.52 $444 $20,000 $25,000 $20,000 $25,995 $19,416 $20,944 $465 |  $0.54 6.92% -4.5% (944)
Reserve for Replacements $12,227 | s$272/unit $14,992 $333| 3.72% $0.29 $250 $11,250 $12,250 $12,250 $12,250 $12,250 $11,250 $250 | $0.29 3.72% 0.0% -
Supportive Services $6,146 $137 | 0.00% $0.00 $0 $0 $0 $0 $0 $0 $0 $0| $0.00 0.00% 0.0% -
TDHCA LIHTC/HOME Compliance Fees $926 21| 0.58% $0.05 $39 $1,760 $1,800 $1,800 $1,760 $1,760 $1,760 $39 | $0.05 0.58% 0.0% -
TOTAL EXPENSES $202,676 60.58% | $4.73 $4,075| $ 183,360 | $ 195,300 | $198,050 [ $203,258 | $ 194,369 | $ 183,980 $4,088 | $4.75 60.78% -0.3% (620)
NET OPERATING INCOME ("NOI") 39.42% $3.08 $2,651| $119,315 $109,106 | $152,532 | $147,325 $110,037 | $118,694 $2,638 [ $3.06 39.22% 0.5% $620
CONTROLLABLE EXPENSES $2,816/Unit $2,684/Unit]  $2,735/Unit|  $2,703/Unit] $2,703/Unit $2,703/Unit
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CAPITALIZATION / TOTAL DEVELOPMENT BUDGET / ITEMIZED BASIS

SilverLeaf at Mason Apartments, Mason, 9% HTC #16057

DEBT / GRANT SOURCES
APPLICANT'S PROPOSED DEBT/GRANT STRUCTURE AS UNDERWRITTEN DEBT/GRANT STRUCTURE
Cumulative DCR Carryover Original Underwriting Carryover Cumulative
DEBT (Must Pay) Fee uw App Pmt Rate Amort Term Principal Principal Principal Principal Principal Principal Term Amort Rate Pmt DCR LTC
Bonneville Mortgage 0.50% 1.15 1.19 100,682 4.50% 40 40 $1,866,295 $1,778,454 $1,868,150 $1,868,150 $1,778,454 | $1,866,295 40 40 4.00% $102,931 1.16 29.9%
CASH FLOW DEBT / GRANTS
City of Mason In-Kind Contribution | 1.18 | _ 119 50| 0.00% 0 0 $10,000 $10,000 0 o | oo 1.16 0.2%
$100,682 TOTAL DEBT / GRANT SOURCES| $1,876,295 $1,778,454 $1,868,150 $1,868,150 $1,778,454 $1,876,295 TOTAL DEBT SERVICE $102,931 1.16 30.1%
INET CASH FLOW $18,012 | $18,633 APPLICANT  NET OPERATING INCOMEl $119,315 $16,384 [NET CASH FLOW
EQUITY SOURCES
APPLICANT'S PROPOSED EQUITY STRUCTURE | AS UNDERWRITTEN EQUITY STRUCTURE
— — A ]
Annual Credit Carryover Original Underwriting Carryover Credit Cregir::i»er
EQUITY / DEFERRED FEES DESCRIPTION % Cost Credit Price Amount Applicant Applicant TDHCA TDHCA Amount Price Annual Credit % Cost Unit Allocation Method
RBC Capital Markets LIHTC Equity 68.1%| $500,000 0.85 $4,249,575 $4,949,505 $4,599,540 $4,599,540 $4,949,505| $4,249,575 $0.85 $500,000 68.1% $11,111 Previous Allocation
StoneLeaf Development Partners | Deferred Developer Fees 2.2% (14% Deferred) $139,302 $40,180 $168,449 $139,979 $11,710 $114,034 (12% Deferred) 1.8%] Total Developer Fee: |  $970,000
Additional (Excess) Funds Req'd -0.4% ($25,268) ($28,470) ($28,470) $0 $0 $0 0.0%
TOTAL EQUITY SOURCES 69.9% $4,363,609 $4,961,215 $4,739,519 $4,739,519| $4,961,215 $4,363,609 69.9% 15-Year Cash Flow:| $308,041
[roTAL caPITALIZATION | $6.230,004 | 36,730,669 | $6.607.669 | $6.607.660 | $6.739,660 | $6.230,904 | | 15-vr cash Flow after Deferred Fee:|  $104,007
DEVELOPMENT COST / ITEMIZED BASIS
APPLICANT COST / BASIS ITEMS TDHCA COST / BASIS ITEMS COST VARIANCE
Eligible Basis Carryover Original Underwriting Carryover Eligible Basis
New Const. New Const.
Acquisition Rehab Total Costs Applicant Applicant TDHCA TDHCA Total Costs Rehab Acquisition % $
Land Acquisition $1,778 / Unit $80,000 $80,000 $80,000 $80,000 $80,000 $80,000 [$1,778 / Unit 0.0% $0
Off-Sites $0 $ / Unit $0 $0 $0 $0 $0 $0 [$/ Unit $0 0.0% $0
Site Work $591,200 $13,138 / Unit $591,200 $591,200 $591,200 $591,200 $591,200 $591,200 [$13,138 / Unit $591,200 0.0% $0
Site Amenities $50,000 $1,111 / Unit $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 |$1,111 / Unit $50,000 0.0% $0
Building Cost $2,712,110 $69.99 /sf| $60,269/Unit| $2,712,110 $2,957,080 $2,957,080 $2,988,031 $2,988,031| $2,823,459 [$62,744/Unit  [$72.86 /sf $2,823,459 -3.9%( ($111,349)
Contingency $260,000 |7.75% 7.75% $260,000 $280,350 $280,350 $254,046 $254,046 $242,526 |7.00% 7.00%| $242,526 7.2% $17,474
Contractor Fees $505,862 |14.00% 14.00% $505,862 $543,009 $543,009 $543,009 $543,009 $505,862 [13.65% 13.65%| $505,862 0.0% $0
Soft Costs 0 $373,000 $8,733 / Unit $393,000 $383,000 $383,000 $383,000 $383,000 $393,000 |$8,733 / Unit $373,000 $0 0.0% $0
Financing 0| $361,000 $11,844 / Unit $533,000 $665,000 $533,000 $533,000 $665,000 $533,000 [$11,844 / Unit $321,000 $0 0.0% $0
Developer Fee $0 $970,000 [19.99% 19.99% $970,000 $1,028,500 $1,028,500 $1,020,457 $1,026,120 $970,000 (19.77% 19.50%| $956,874 $0 0.0% $0
Reserves $3,778 / Unit $170,000 $190,000 $190,000 $165,272 $143,934 $143,456 |$3,188 / Unit 18.5% $26,544
TOTAL HOUSING DEVELOPMENT COST (UNADJUSTH $0 | $5,823,172 $139,226 / Unit| $6,265,172 $6,768,139 $6,636,139 $6,608,015] $6,724,339 $6,332,503 |$140,722 / Unit $5,863,920 $0 -1.1% ($67,331)
Acquisition Cost $0 $0 $0
Contingency ($25,268) ($25,268) ($28,470)
Contractor's Fee ($3,536)
Interim Interest ($40,000)
Developer Fee $0 ($13,126) $0 $0
Reserves $0 $0
ADJUSTED BASIS / COST $0 | $5,741,241 $138,665/unit| _$6,239,904 $6,739,669 $6,636,139 $6,608,015 $6,724,339 $6,332,503 I$140,722/unit $5,863,920 $0 I -1.5%| ($92,599)
TOTAL HOUSING DEVELOPMENT COSTS (Applicant's Uses are within 5% of TDHCA Estimate): I $6,239,904 I
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CAPITALIZATION / DEVELOPMENT COST BUDGET / ITEMIZED BASIS ITEMS

SilverLeaf at Mason Apartments, Mason, 9% HTC #16057

CREDIT CALCULATION ON QUALIFIED BASIS
Applicant TDHCA
Construction Construction
Acquisition Rehabilitation Acquisition Rehabilitation
ADJUSTED BASIS $0 $5,741,241 $0 $5,863,920
Deduction of Federal Grantq $0| $0) $0, $0J
TOTAL ELIGIBLE BASIS $0 $5,741,241 $0 $5,863,920]
High Cost Area Adjustment 130%! 130%
TOTAL ADJUSTED BASIS $0 $7,463,613 $0 $7,623,097
Applicable Fraction 97.42% 97.42% 97.42% 97.42%
TOTAL QUALIFIED BASIS $0 $7,271,004 $0 $7,426,371
Applicable Percentage 3.37% 9.00% 3.37% 9.00%
ANNUAL CREDIT ON BASIY $0 $654,390! $0 $668,373
CREDITS ON QUALIFIED BA $654,390 $668,373
ANNUAL CREDIT CALCULATION FINAL ANNUAL LIHTC ALLOCATION
BASED ON APPLICANT BASIS Credit Price  $0.8499 Variance to Request
Method Annual Credits Proceeds Credit Allocation Credits Proceeds
Eligible Basis $654,390 $5,561,762 -—--
Needed to Fill Gap $513,417 $4,363,609
Previous Allocatir $500,000 $4,249,575 $500,000 $0 $0

Development Cost/SF

Application TDHCA
Acquisition & Hard Costs $104.65 $108.72
Hard Costs $104.65 $108.72
Building Costs $69.99 $72.86

Total Points Claimed:

12
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BUILDING COST ESTIMATE

CATEGORY FACTOR | UNITS/SF | PER SF| AMOUNT
Base Cost: Fourplex 38,750 SF $67.08 2,599,325
Adjustments
Exterior Wall Finish 0.80% 0.54 $20,795
Elderly 3.00% 2.01 77,980
9-Ft. Ceilings 3.10% 2.08 80,579
Roof Adjustment(s) 4.90 189,731
Subfloor (2.98) (115,475)
Floor Cover 2.84 110,050
Breezeways $0.00 0 0.00 0
Balconies $25.24 6,961 4.53 175,696
Plumbing Fixtures $990 20 0.51 19,800
Rough-ins $485 90 1.13 43,650
Built-In Appliances $1,725 45 2.00 77,625
Exterior Stairs $2,250 0 0.00 0
Heating/Cooling 2.14 82,925
Enclosed Corridors $50.27 0 0.00 0
Carports $11.94 7,290 2.25 87,043
Garages 0 0.00 0
Comm &/or Aux Bldgs $91.84 2,729 6.47 250,642
Elevators 0 0.00 0
Other: Mail Room $50.27 125 0.16 6,284
Fire Sprinklers $2.47 41,479 2.64 102,453
SUBTOTAL 98.30 3,809,102
Current Cost Multiplier 0.99 (0.98) (38,091)
Local Multiplier 0.88 (11.80) (457,092)
TOTAL BUILDING COSTS 85.52| $3,313,919
Plans, specs, survey, bldg permits 3.30% (2.82)[ ($109,359)
Contractor's OH & Profit 11.50% (9.83) (381,101)
NET BUILDING COSTS $62,744/unit | $72.86/sf| $2,823,459
41117




Long-Term Pro Forma

SilverLeaf at Mason Apartments, Mason, 9% HTC #16057

Growth Rate  Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 | Year 15 | Year20 | Year25 | Year 30 | Year 35 | Year 40

EFFECTIVE GROSS INCOME 2.00% $302,675 | $308,728 | $314,903 | $321,201 | $327,625 | $361,724 | $399,373 | $440,940 | $486,833 | $537,503 | $593,447 | $655,214
TOTAL EXPENSES 3.00% $183,360 | $188,739 | $194,278 | $199,979 | $205,850 | $237,911 | $275,002 | $317,918 | $367,577 | $425,044 | $492,500 | $570,942
NET OPERATING INCOME ("NOI") $119,315 | $119,989 | $120,625 | $121,221 | $121,775 | $123,814 | $124,371 | $123,022 | $119,256 | $112,459 | $100,947 | $84,271
MUST -PAY DEBT SERVICE

Bonneville Mortgage $102,931 | $102,835 | $102,734 | $102,630 | $102,521 | $101,907 | $101,157 | $100,241 | $99,124 | $97,759 | $96,092 | $94,058
TOTAL DEBT SERVICE $102,931 | $102,835 | $102,734 | $102,630 | $102,521 | $101,907 | $101,157 | $100,241 | $99,124 | $97,759 | $96,092 | $94,058
ANNUAL CASH FLOW $16,384 | $17,154 | $17,891 | $18,592 | $19,254 | $21,907 | $23,214 | $22,781 | $20,133 | $14,701 $4,855 ($9,786)
CUMULATIVE NET CASH FLOW $16,384 | $33,538 | $51,429 | $70,021 | $89,275 | $193,974 | $308,041 | $423,595 | $530,546 | $616,154 | $662,189 | $644,569
DEBT COVERAGE RATIO 1.16 1.17 1.17 1.18 1.19 1.21 1.23 1.23 1.20 1.15 1.05 0.90
EXPENSE/INCOME RATIO 60.6% 61.1% 61.7% 62.3% 62.8% 65.8% 68.9% 72.1% 75.5% 79.1% 83.0% 87.1%
Deferred Developer Fee Balance | $97,650 | $80,496 | $62,604 | $44,012 | $24,758 $0 $0 $0 $0 $0 $0 $0
Residual Cash Flow | $0 $0 $0 $0 $0 | $21,907 | $23,214 | $22,781 | $20,133 | $14,701 $4,855 ($9,786)
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From: MIKE @stoneleafcompanies.com
To: Raquel Morales

Cc: Robbye Meyer; Victoria Sugrue; Ben Dempsey
Subject: RE: Silverleaf at Mason Amendment

Date: Friday, April 07, 2017 9:33:35 AM
Attachments: SilverLeaf at Mason LOI Issued 4-5-17.pdf
Raguel,

Y es, we want to move forward and the letter from RBC is attached. We have alittle
negotiation to do with them, but we are generally in agreement and they have committed to
close on their line, if need be.

Thanks for your assistance with this Raquel,

Mike Sugrue
Stonel eaf Companies
1920 S 3rd St.
Mabank, TX 75147
0-903-887-4344
M-903-340-1766

--------- Original Message ---------

Subject: Silverleaf at Mason Amendment

From: "Raquel Morales" <raquel.morales@tdhca.state.tx.us>

Date: 4/7/17 9:19 am

To: "MIKE@stonel eafcompanies.com” <MIKE@stonel eaf companies.com>
Cc: "Robbye Meyer" <robbyemeyer@gmail.com>

Hi Mike,

Thanks for leaving me the voicemail yesterday. As soon as you have that letter from
RBC available can you send to us so that we can include in your amendment request?
Just to confirm, you will likely proceed with the offer from RBC versus the one from
Michel & Associates that you provided with the amendment, and you still want to
proceed with the amendment request. | think we can work with that and finalize but
need the letter from RBC.

Let me know if you have any questions. Thanks!


mailto:MIKE@stoneleafcompanies.com
mailto:raquel.morales@mail.tdhca.state.tx.us
mailto:robbyemeyer@gmail.com
mailto:victoria@stoneleafcompanies.com
mailto:ben@stoneleafcompanies.com

Royal Bank of Canada

RBC Capita[ Markets® Tax Credit Equity Group

\ Cleveland, Ohio, 44102

Telephone: (216) 875-2626

RBC ® Fax: (216) 875-2612
April 5, 2017

StoneLeaf Development Partners, LLC
1920 South 3" Street

Mabank, TX 75147

Attn: Mike Sugrue

Re: SilverLeaf at Mason
Mason, TX

Dear Mike:

Thank you for providing us the opportunity to submit a proposal on SilverLeaf at Mason (the “Project™). This
letter serves as our mutual understanding of the business terms regarding the acquisition of an ownership interests in
SilverLeaf at Mason, LLC, a Texas limited liability company (the “Company”). RBC Tax Credit Equity, LLC, its
successors and assigns (“RBC™) will acquire a 99.99% interest, and RBC Tax Credit Manager Il, Inc. (“RBC
Manager”) will acquire a .001% interest (collectively, the “Interest”) in the Company.

1. Project and Parties Involved.

€)) The Project, located in the City of Mason, County of Mason, State of Texas will consist of 12 new
garden style buildings having 45 apartment units for rent to Seniors 55+. In addition, there will be
one community building. Within the Project 44 units will be occupied in compliance with the low-
income housing tax credit (“LIHTC”) requirements of Section 42 of the Internal Revenue Code and
one unit will be market rate.

(b) The parties involved with the Project are as follows:

(i) Managing Member. The Managing Member is SilverLeaf at Mason GP, LLC, a single
purpose, taxable entity which is owned 100% by StonelLeaf Homes of Distinction, LLC.

(i)  Developer. The developers are 80% StoneLeaf Development Partners, LLC and 20%
Stoneleaf Homes of Distinction, LLC, collectively referred to herein as “Developer.”

(ili)  Guarantors. Subject to RBC's review and approval of financial statements, the Guarantors
are the Developer, StonelLeaf Development Partners, LLC, StoneLeaf Homes of Distinction,
LLC, Mike Sugrue, Victoria Sugrue, Ben Dempsey, and other entities deemed necessary by
RBC, on a joint and several basis.

2. Investment Amount. The Interest in the Company will be acquired for a total capital contribution of
$4,249,575. This capital contribution is based on the Project receiving the tax credits described in Paragraph 3 and
represents $0.85 per tax credit dollar. This pricing assumes both the Developer and the Managing Member use cash
basis accounting for tax purposes. Further, the pricing assumes depreciable basis of $5,649,094 consisting of 100%
of residential depreciation of $4,715,394 being taken over 27.5 years, 100% of depreciation on site improvements of
$641,200 being taken over 15 years, and 100% of depreciation on personal property of $292,500 being taken over 5
years with the Project being placed in service between December, 2017 and June, 2018. The capital contribution,
subject to adjustments set forth in Paragraph 5 below, will be payable to the Company in installments as set forth on
Exhibit A.
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3. LIHTC. The Project has received a reservation of 2016 LIHTC in the amount of $500,000 annually. The
total LIHTC anticipated to be delivered to the Company is $5,000,000. The LIHTC will be available to the
Company beginning in January, 2018. It is expected that RBC will be allocated a total LIHTC amount of
$4,999,500 (the “Projected LIHTC™) during the credit period in the following amounts: $361,708 in 2018,
$499,950 annually in each of the years 2019 through 2027 and $138,242 in 2028. Any decision to delay the
commencement date of the LIHTC period beyond 2018 is subject to RBC's consent.

4. Funding Sources. We assume the Project will receive funding on the terms and conditions listed on
Exhibit B. Any change in those funding sources or their terms and conditions are subject to RBC’s consent.

5. Adjustments.

@) Downward Capital Adjustment. The amount of LIHTC to be allocated to RBC during the credit
period (“Certified LIHTC”) will be determined promptly following receipt of cost certification from
the accountant and Form 8609. If the Certified LIHTC is less than Projected LIHTC, RBC’s capital
contributions will be reduced by an amount (the “Downward Capital Adjustment”) equal to the
product of (i) $.87 multiplied by (ii) the difference between Projected LIHTC and Certified LIHTC.

(b) Late Delivery Adjustment. The amount of LIHTC allocated to RBC for 2018 will be determined at
the time the Project is fully leased. If the amount of the LIHTC allocated to RBC for calendar year
2018 is less than the amounts shown in Paragraph 3, RBC’s capital contribution shall be reduced by
an amount (the “Late Delivery Adjustment”) equal to the difference between the amount shown in
Paragraph 3 (adjusted for any Downward Capital Adjustment) and the amount of the LIHTC
allocated to RBC for calendar year 2018 less the present value (using a 10% discount rate) of the
additional LIHTC projected to be received in 2028.

(c) Payment by Managing Member. If the Downward Capital Adjustment and the Late Delivery
Adjustment exceed the total of all unfunded capital contributions, then the Managing Member will
make a payment to the Company equal to the amount of such excess, and the Company will
immediately distribute such amount to RBC as a return of its capital contribution. Except to the
extent otherwise stated herein, this payment will not give rise to any right as a loan or capital
contribution or result in any increase in the Managing Member’s capital account.

(d) Early Delivery Adjustment. The amount of LIHTC allocated to RBC for 2018 will be determined at
the time the Project is fully leased. If the amount of the LIHTC allocated to RBC for calendar year
2018 is more than the amounts shown in Paragraph 3, RBC’s capital contribution shall be increased
by an amount (the “Early Delivery Adjustment”) equal to the difference between the amount shown
in Paragraph 3 (adjusted for any Downward Capital Adjustment) and the amount of the LIHTC
allocated to RBC for calendar year 2018, multiplied by 40%. This additional capital contribution
will be paid by RBC at the time of its final capital contribution and will be applied first to any
deferred developer fee, with any remaining amounts released to Net Cash Flow. The Early Delivery
Adjustment will not exceed 5% of the total capital contribution

() Upward Capital Adjustment. If the Certified LIHTC is more than the Projected LIHTC, RBC will
pay an additional capital contribution (the “Upward Capital Adjustment™) equal to the product of (i)
$0.83 multiplied by (ii) the difference between the Certified LIHTC and the Projected LIHTC. This
additional capital contribution will be paid by RBC at the time of its final capital contribution and
will be applied first to any deferred developer fee, with any remaining amounts released to Net Cash
Flow. The aggregate of the Early Delivery Adjustment and Upward Capital Adjustment will not
exceed 5% of the total capital contribution.
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6. Managing Member Obligations. Any amounts advanced by the Managing Member for the obligations set

forth below will not be considered as loans or capital contributions reimbursable or repayable by the Company
unless otherwise stated herein.

@)

(b)

(©

(d)

(€

®

Construction Completion. The Managing Member is responsible for construction completion in

accordance with approved plans and specifications and will pay for any construction costs, costs to
achieve permanent loan closing, repayment of all construction financing and costs necessary to fund
reserves required to be funded at or before permanent loan closing.

Operating Deficits.

(i) Pre-Stabilization. The Managing Member will fund operating deficits until the date (the
“Stabilization Date”) which is the first day of the month following a 3-month period (such 3-
month period to commence after the permanent loan closing) in which the Project has
maintained an average 1.15 debt service coverage ratio; and

(i)  Post-Stabilization. Commencing with the Stabilization Date and continuing until the Release
Date (defined below), the Managing Member will fund operating deficits of up to $150,000.
Any funds paid by the Managing Member under this Paragraph 6(b)(ii) shall be treated as an
unsecured loan to the Company with interest at the rate of 0% per annum, to be repaid out of
cash flow, refinancing, sale and liquidation proceeds as provided in Paragraph 9 hereof.

The “Release Date” is the later of:
(A) the fifth anniversary of the Stabilization Date,
(B) the date the Project has achieved an average debt service coverage ratio of 1.15 for
the 12-month period immediately prior to the Release Date, and
(C) the date the Project has achieved a 1.15 debt service coverage ratio for each of the
3 months immediately prior to the Release Date.

Notwithstanding the foregoing, if, as of the Release Date, the aggregate balance of the
Operating Reserve and O&M Reserve described in Section 7(a) and 7(d) is less than
$145,270, this obligation shall continue until the aggregate balance in the Operating Reserve
and O&M Reserve is equal to or greater than $145,270.

LIHTC Shortfall or Recapture Event. To the extent not already addressed by the Downward Capital
Adjustment or the Late Delivery Adjustment, if the actual amount of LIHTC for any year is less than
Projected LIHTC (unless due to a change of law), the Managing Member will make payments to
RBC of an amount equal to the shortfall or recapture amount, plus related costs and expenses
incurred by RBC.

Repurchase. The Managing Member will repurchase RBC’s interest upon the occurrence of certain
events described in the Project Entity Agreement.

Environmental Indemnity. The Managing Member will indemnify RBC against any losses due to
environmental condition at the Project.

Developer Fee. The Managing Member will guarantee payment of any developer fee remaining
unpaid at the end of the LIHTC compliance period.
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(9)

Guarantors. The Guarantors will guarantee all of the Managing Member’s obligations set forth in
the Project Entity Agreement. The Guarantors will maintain a net worth and liquidity level as
determined by RBC after review of the Guarantors’ financial statements but in no event a net worth
of less than $5,00,000, of which $1,000,000 will be liquid.

7. Reserves.

(@)

(b)

(©

(d)

(€)

Operating Reserves. An operating reserve in the amount of $107,944 will be established and
maintained by the Managing Member concurrent with RBC’s third capital contribution.
Withdrawals from the operating reserve will be subject to RBC’s consent. Prior to the Release Date,
the balance of the Operating Reserve shall not be reduced to less than $72,635. Expenditures from
operating reserves will be replenished from available cash flow as described in Paragraph 9(b)
below.

Replacement Reserves. The Company will maintain a replacement reserve, and make contributions
on an annual basis equal to the greater of (i) $250 per unit and (ii) the amount required by the USDA
permanent lender which is anticipated to be $275 per unit. The amount of the contribution will
increase annually by 3%. An initial deposit to the replacement reserve of $7,875 will be made no
later than substantial completion. Annual contributions will commence upon substantial completion.

Rent-up Reserves. The Managing Member will establish a rent-up reserve in an amount not less
than $25,000 prior to RBC’s second capital contribution. The rent-up reserve will be used to cover
operating deficits during initial lease-up, and any unused balance will be released to cash flow upon
funding of RBC’s final capital contribution. The rent-up reserve is not an RBC requirement but has
been included per the Developer’s projections.

O&M Reserve. The Managing Member will establish an O&M reserve in an amount not less than
$37,326 (2% of the balance of the USDA 538 loan) on or prior to funding of the USDA permanent
loan, per the requirements of the USDA lender. Withdrawals from the O&M reserve will be subject
to RBC’s consent.

Conversion Reserve. The Managing Member will establish a conversion reserve in an amount not
less than $125,390 (2% of development costs) concurrent with RBC’s first capital contribution. The
conversion reserve will be used to ensure the USDA guarantee will be in effect throughout
conversion from construction financing to permanent financing and will be released back to the
Managing Member once the USDA permanent loan is funded, subject to the requirements of the
USDA lender. Withdrawals from the conversion reserve will be subject to RBC’s consent.

8. Fees and Compensation. The following fees will be paid by the Company for services rendered in

organizing, developing and managing the Company and the Project.

(@)

Developer Fee. The Developer will earn a developer fee of $970,000 projected to be paid as
follows:

(i)  $150,000 (15.46%) concurrent with RBC’s first capital contribution;
(i) $200,000 (20.62%) concurrent with RBC’s second capital contribution;
(iii)  $331,862 (34.21%) concurrent with RBC’s third capital contribution;

(iv)  $125,000 (12.89%) concurrent with RBC’s final capital contribution; and
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(b)

(©

(d)

(v) $163,138 (16.82%) is deferred and paid from net cash flow.

The deferred portion of the developer fee shall accrue interest at 8% per annum commencing as of
the date of RBC’s final capital contribution. If the deferred portion of the developer fee as of the
closing is higher than currently projected, the scheduled payments of developer fee at RBC’s third
capital contribution and final capital contribution will, in the aggregate, not be less than $456,862.
Payment of the deferred fee will be subordinate to all other Company debt as well as operating
expense and reserve requirements

Incentive Management Fee. An incentive management fee will be payable to the Managing Member
on an annual basis in an amount equal to 90% of net cash flow as set forth on Paragraph 9(b) below.

Property Management Fee. The property management fee is underwritten at 5.00% of gross rental
revenues. The management agent and the terms of the property management agreement are subject
to the prior approval of RBC. If the management agent is an affiliate of any Guarantor, its fee will
be subordinated to payment of operating costs and required debt service and reserve payments.
Subject to a due diligence review, it is anticipated that Alpha Barnes will serve as the initial
management agent.

Asset Management Fee. The Company will pay RBC Manager an annual asset management fee of
$5,000 which will increase by 3% annually. The asset management fee will be paid quarterly in
advance commencing with the first anniversary of the closing date.

Tax Benefits and Distributions.

@)

(b)

(©

Tax Benefits. Tax profits, tax losses, and tax credits will be allocated 99.99% to RBC, .001% to
RBC Manager and .009% to the Managing Member.

Net Cash Flow Distributions. Distributions of net cash flow (cash receipts less cash expenditures,
payment of debt service, property management fee and asset management fee), will be made as
follows:

(i)  to RBC in satisfaction of any unpaid amounts due under Paragraphs 5 and 6 above and for
any other amounts due and owing to RBC;

(i)  to RBC Manager for any unpaid asset management fees;

(iii) to the operating reserve such that the operating reserve and O&M reserve maintain a
combined balance of $145,270;

(iv) tothe payment of any unpaid developer fee;
(v)  tothe payment of any debts owed to the Managing Member or its affiliates;

(vi) 90% of the remaining cash flow to the Managing Member as an incentive management fee;
and

(vii) the balance to the Managing Member, RBC and RBC Manager in accordance with their
percentage interests described in Paragraph 9(a).

Distributions upon Sale, Liquidation or Refinance. Net proceeds resulting from any sale, liquidation
or refinance will be distributed as follows:
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(i)  to payment in full of any Company debts except those due to RBC, RBC Manager or the
Managing Member and/or their affiliates;

(if)  to the setting up of any required reserves for contingent liabilities or obligations of the
Company;

(iii)  to RBC, in satisfaction of any unpaid amounts due under Paragraphs 5 and 6 above and for
any other amounts due and owing to RBC;

(iv) to RBC Manager for any unpaid asset management fees;
(v)  to RBC for any excess or additional capital contributions made by it;

(vi) to the payment of any debts owed to the Managing Member or its affiliates including any
unpaid developer fee;

(vii) to RBC Manager, 1% of such proceeds as a capital transaction administrative fee;

(viii) to RBC in an amount equal to any projected federal income tax incurred as a result of the
transaction giving rise to such proceeds; and

(ix) the balance, 90% to the Managing Member, 9.99% to RBC and .01% to RBC Manager.

10.  Construction. The Managing Member will arrange for a fixed or guaranteed maximum price construction
contract in the anticipated amount of $3,863,759. The Contractor’s obligations will be secured by a letter of credit
in an amount not less than 15% of the amount of the construction contract or a payment and performance bonds in
an amount not less than the amount of the construction contract. The Project will establish an owner’s construction
contingency held outside of the construction contract in the amount of $193,188 (5.00% of the construction costs),
or such other amount as RBC may reasonably require following its review of construction documents, but in no
event less than 5.00% of the construction contract. RBC, may, in its sole discretion, engage a construction
consultant (i) to review plans and specifications and (ii) evaluate the construction progress by providing monthly
reports to the Company. The cost of the construction consultant will be paid by the Company.

11. Due Diligence, Opinions and Projections.

(@) Due Diligence: The Managing Member will provide RBC with all due diligence items set forth on its
due diligence checklist, including but not limited to, financial statements for the Guarantors, schedule
of real estate owned and contingent liabilities, plans and specifications, a current appraisal, a current
(less than 6 months old) market study commissioned by RBC which demonstrates that proforma rent
levels on the 60% AMI LIHTC and market rate units are supported by the comps and have a minimum
10% advantage to the achievable market rent levels concluded by the market analyst, a current (less
than 6 months old) Phase I environmental report, rent and expense data from comparable properties,
site/market visit and title and survey. The Managing Member agrees to reasonably cooperate with
RBC (including signing such consents as may be necessary) in obtaining background reports on the
Developer, Guarantors and other Project entities as determined by RBC.

(b)  Legal Opinions. The Managing Member's counsel will deliver to RBC a local law opinion satisfactory
to RBC. RBC’s counsel will prepare a tax opinion and the Managing Member agrees to cooperate to
provide all necessary documentation requested by RBC's counsel.
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12.

(©

(d)

Diligence Reimbursement. The Company will reimburse RBC $75,000 toward the costs incurred by

RBC in conducting its due diligence review and for the costs and expenses of RBC’s counsel in
connection with the preparation of the tax opinion. RBC may deduct this amount from its first capital
contribution.

Projections. The projections to be attached to the Project Entity Agreement and that support the Tax
Opinion will be prepared by RBC based on projections provided by the Managing Member. RBC’s
projections will include development sources and uses, calculation of eligible basis, operating and
construction period cash flow analysis, 15-year operating projection, 30-year debt analysis and 15-year
capital account analysis.

Closing Contingencies. RBC's obligation to close on the purchase of the Interest will be contingent upon

RBC’s receipt, review and approval of all due diligence including the items set forth on its due diligence checklist
as well as the following:

13.

14,

(@)

(b)

(©

Project Entity Documents. Preparation and execution of RBC's standard Project Entity Agreement
and other fee agreements containing representations and warranties, covenants, consent rights, and
indemnities, each on terms and conditions satisfactory to RBC.

Information and Laws. No adverse change in the information you have provided to us, no adverse
change in market conditions and no adverse change in existing law.

Closing Date. The closing occurring on or before June 30, 2017.

Termination and Confidentiality.

(@)

(b)

Termination Date. Once executed by both the Managing Member and the Guarantors and
countersigned by RBC, this letter shall be a binding agreement and will remain in effect until the
120" day (the “Termination Date”) after the date it is signed by the Managing Member. In
recognition of the time which will be expended and the expenses which will be incurred by RBC in
connection with the transaction contemplated hereby, the Managing Member agrees that, until the
Termination Date, neither it nor any of its officers, employees, agents, or affiliates will solicit,
entertain or negotiate with respect to any inquiries or proposals relating to the acquisition of an
interest in the Company or the equity syndication of the Company or the Project without the prior
written approval of RBC. In the event the Managing Member enters into an arrangement with a
party other than RBC prior to the Termination Date, RBC will be entitled to pursue all remedies
available to it. If RBC elects not to acquire the Interest based on the failure of any of the closing
contingencies, the Managing Member and RBC will be mutually released from the terms and
conditions contained in this letter.

Confidentiality. The Managing Member agrees to keep the terms and conditions contained in this
letter confidential and not to disclose the terms to any third party (other than attorneys and
accountants of the Company) without the express prior written approval of RBC.

Withdrawal of Letter of Intent. Unless executed by the Managing Member and Guarantors prior to April

17, 2017 (“Withdrawal Date”), this Letter of Intent shall be considered withdrawn by RBC and void. Each
party shall be responsible for their own costs and expenses incurred to that date. RBC may extend the
Withdrawal Date in writing delivered to the Managing Member.
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15.

Additional Items.

€)) Reporting Obligations. The Managing Member will cause to be furnished to RBC on a prompt basis
customary monthly, quarterly and annual financial statements and rent rolls for the Company,
together with audited financial statements and tax returns and monthly construction reports.

(b) Countersigning Requirements. Before this letter will be countersigned, the items set forth in
Exhibit C must be delivered to RBC.

(Remainder of page intentionally left blank)
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If the foregoing is in accordance with your understanding of the terms and conditions, please indicate your
acceptance on the enclosed copy and return it to the undersigned. This Letter of Intent will not be binding on RBC
until countersigned by an authorized signatory on behalf of RBC following your execution of this letter.

Very truly yours,

o L0

Name: Dan Kierce
Title: Director

The undersigned approves and accepts the terms of this Letter of Intent.
MANAGING MEMBER:

By:

Its:
Date:

GUARANTORS:

By:
Its:
Date:

By:
Its:
Date:

By:
Its:
Date:

RBC acknowledges and accepts the above signature of the Managing Member and the Guarantors. This binding
Letter of Intent was accepted by RBC on , 2017.

By:

Name:

Title:
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EXHIBIT A
CAPITAL CONTRIBUTIONS

Conditions Amount Anticipated
Funding Date

i) 15.00% upon the later of: $637,436 June 1, 2017
(@) the execution of the Operating Agreement,
(b) closing of the financing sources described in
Exhibit B, and
(c) receipt and approval of all due diligence items on
RBC's due diligence checklist.

ii) 35.00% upon the later of: $1,487,351 July 1, 2018

(a) receipt of final Certificates of Occupancy for all of
the units,

(b) receipt of an architect's certificate of substantial
completion,

(c) receipt of a preliminary cost certification
accompanied by a Managing Member certification,
and

(d) July 1, 2018.

iii) 47.06% upon the later of: $1,999,788 January 1, 2019

() receipt of a final cost certification from an
independent certified public accountant,

(b) achievement of 100% qualified occupancy,

(c) construction loan repayment,

(d) funding of the USDA permanent loan,

(e) 90 days at 90% occupancy & 90 days of a 1.15
Debt Service Coverage Ratio, and

(f) January 1, 2019.

iv) 2.94% upon the later of: $125,000 April 1, 2019
(a) achievement of the Stabilization Date,
(b) receipt of the IRS Form 8609, and
(c) April 1,2019.

Total: $4,249,575
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EXHIBIT B
SOURCES

CONSTRUCTION LOAN

Lender (Not Related): Bank of Oklahoma (or another lender acceptable to RBC)
Source: Conventional
Amount: $4,299,031
Interest Rate: 3.98% Variable (LIBOR+250 bps + 50bps underwriting cushion)
Payments: Interest only payments due monthly, balance due at maturity
Maturity Date: 24 months from Initial Close
Collateral: First Mortgage on Project during construction

Other loan terms:

TBD

PERMANENT LOAN

Lender (Not Related):

Bonneville (or another lender acceptable to RBC)

Source:

USDA 538

Amount:

$1,866,295

Interest Rate:

4.5% all in rate per developer projections (assuming 4% Fixed + 0.5%
annual USDA Guarantee Fee); also, assuming a 24 month forward rate
lock

Amortization:

40 years

Payments anticipated to commence:

June 1, 2019

Hard Payment Amount:

$93,600 annually based on Projections plus a 0.50% annual USDA
Guarantee Fee

Maturity Date:

40 years from funding

Non-recourse to:

All Partners

Requirements for Funding:

A. DSC ratio of 1.15 to 1.00 for 3 months
B. 3 months of 90% occupancy
C. Resizing of up to 5% is permitted to achieve DSC

D. TBD
Collateral: First Mortgage on Project
Other loan terms: TBD
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EXHIBIT C
COUNTERSIGNING REQUIREMENTS

MANAGING MEMBER, DEVELOPER AND GUARANTORS

Financial Statements (3 full years plus current year interim)

Federal Tax Returns (3 years)

Schedule of Real Estate Owned

Schedule of Contingent Liabilities

Background Questionnaire for Developer

FEIN for entities; credit release form for individuals

Verification of Liquid Assets (Bank or Brokerage Statement)

@O IN|oO g W INE

Organization Chart

DEVELOPMENT DOCUMENTS

Lo

Market Study (w/in 6 months)

2. Operating Expense Comparables (3x)

TAX CREDIT DOCUMENTATION

1. Tax Credit Application and Exhibits







Raquel Morales

Director of Asset Management

Texas Department of Housing and Community Affairs
221 E. 11th Street | Austin, TX 78701

Office: 512.475.2109

Fax: 512.475.4420

Any person receiving guidance from TDHCA staff should be mindful that, as set forth inl0 TAC Section
11.1(b)there are important limitations and caveats (Also see 10 TAC §10.2(b)).

About TDHCA

The Texas Department of Housing and Community Affairs is committed to expanding fair housing
choice and opportunities for Texans through the administration and funding of affordable housing
and homeownership opportunities, weatherization, and community-based services with the help of
for-profits, nonprofits, and local governments. For more information about fair housing, funding
opportunities, or services in your area, please visitwww.tdhca.state.tx.usor theLearn about Fair

Housing in Texaspage.


http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=10&pt=1&ch=11&rl=1
http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=10&pt=1&ch=11&rl=1
http://info.sos.state.tx.us/pls/pub/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=10&pt=1&ch=10&rl=2
http://www.tdhca.state.tx.us/
http://www.tdhca.state.tx.us/housing-center/fair-housing/index.htm
http://www.tdhca.state.tx.us/housing-center/fair-housing/index.htm

Royal Bank of Canada

RBC Capital Markets® Tax Credit Equity Group

\ Cleveland, Ohio, 44102

Telephone: (216) 875-2626

RBC ® Fax: (216) 875-2612
April 5, 2017

StoneLeaf Development Partners, LLC
1920 South 3" Street

Mabank, TX 75147

Attn: Mike Sugrue

Re: SilverLeaf at Mason
Mason, TX

Dear Mike:

Thank you for providing us the opportunity to submit a proposal on SilverLeaf at Mason (the “Project™). This
letter serves as our mutual understanding of the business terms regarding the acquisition of an ownership interests in
SilverLeaf at Mason, LLC, a Texas limited liability company (the “Company”). RBC Tax Credit Equity, LLC, its
successors and assigns (“RBC”) will acquire a 99.99% interest, and RBC Tax Credit Manager II, Inc. (“RBC
Manager”) will acquire a .001% interest (collectively, the “Interest”) in the Company.

1. Project and Parties Involved.

(a) The Project, located in the City of Mason, County of Mason, State of Texas will consist of 12 new
garden style buildings having 45 apartment units for rent to Seniors 55+. In addition, there will be
one community building. Within the Project 44 units will be occupied in compliance with the low-
income housing tax credit (“LIHTC”) requirements of Section 42 of the Internal Revenue Code and
one unit will be market rate.

(b) The parties involved with the Project are as follows:

(i) Managing Member. The Managing Member is SilverLeaf at Mason GP, LLC, a single
purpose, taxable entity which is owned 100% by StoneLeaf Homes of Distinction, LLC.

(ii)) Developer. The developers are 80% StoneLeaf Development Partners, LLC and 20%
Stoneleaf Homes of Distinction, LLC, collectively referred to herein as “Developer.”

(i) Guarantors. Subject to RBC's review and approval of financial statements, the Guarantors
are the Developer, StoneLeaf Development Partners, LLC, StoneLeaf Homes of Distinction,
LLC, Mike Sugrue, Victoria Sugrue, Ben Dempsey, and other entities deemed necessary by
RBC, on a joint and several basis.

2. Investment Amount. The Interest in the Company will be acquired for a total capital contribution of
$4,249,575. This capital contribution is based on the Project receiving the tax credits described in Paragraph 3 and
represents $0.85 per tax credit dollar. This pricing assumes both the Developer and the Managing Member use cash
basis accounting for tax purposes. Further, the pricing assumes depreciable basis of $5.649,094 consisting of 100%
of residential depreciation of $4,715,394 being taken over 27.5 years, 100% of depreciation on site improvements of
$641.200 being taken over 15 years, and 100% of depreciation on personal property of $292.500 being taken over 5
years with the Project being placed in service between December, 2017 and June, 2018. The capital contribution,
subject to adjustments set forth in Paragraph 5 below. will be payable to the Company in installments as set forth on
Exhibit A.
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3. LIHTC. The Project has received a reservation of 2016 LIHTC in the amount of $500,000 annually. The
total LIHTC anticipated to be delivered to the Company is $5,000,000. The LIHTC will be available to the
Company beginning in January, 2018. It is expected that RBC will be allocated a total LIHTC amount of
$4,999,500 (the “Projected LIHTC™) during the credit period in the following amounts: $361,708 in 2018,
$499,950 annually in each of the years 2019 through 2027 and $138,242 in 2028. Any decision to delay the
commencement date of the LIHTC period beyond 2018 is subject to RBC's consent.

4. Funding Sources. We assume the Project will receive funding on the terms and conditions listed on
Exhibit B. Any change in those funding sources or their terms and conditions are subject to RBC’s consent.

5. Adjustments.

@) Downward Capital Adjustment. The amount of LIHTC to be allocated to RBC during the credit
period (“Certified LIHTC”) will be determined promptly following receipt of cost certification from
the accountant and Form 8609. If the Certified LIHTC is less than Projected LIHTC, RBC’s capital
contributions will be reduced by an amount (the “Downward Capital Adjustment”) equal to the
product of (i) $.87 multiplied by (ii) the difference between Projected LIHTC and Certified LIHTC.

(b) Late Delivery Adjustment. The amount of LIHTC allocated to RBC for 2018 will be determined at
the time the Project is fully leased. If the amount of the LIHTC allocated to RBC for calendar year
2018 is less than the amounts shown in Paragraph 3, RBC’s capital contribution shall be reduced by
an amount (the “Late Delivery Adjustment”) equal to the difference between the amount shown in
Paragraph 3 (adjusted for any Downward Capital Adjustment) and the amount of the LIHTC
allocated to RBC for calendar year 2018 less the present value (using a 10% discount rate) of the
additional LIHTC projected to be received in 2028.

(c) Payment by Managing Member. If the Downward Capital Adjustment and the Late Delivery
Adjustment exceed the total of all unfunded capital contributions, then the Managing Member will
make a payment to the Company equal to the amount of such excess, and the Company will
immediately distribute such amount to RBC as a return of its capital contribution. Except to the
extent otherwise stated herein, this payment will not give rise to any right as a loan or capital
contribution or result in any increase in the Managing Member’s capital account.

(d) Early Delivery Adjustment. The amount of LIHTC allocated to RBC for 2018 will be determined at
the time the Project is fully leased. If the amount of the LIHTC allocated to RBC for calendar year
2018 is more than the amounts shown in Paragraph 3, RBC’s capital contribution shall be increased
by an amount (the “Early Delivery Adjustment”) equal to the difference between the amount shown
in Paragraph 3 (adjusted for any Downward Capital Adjustment) and the amount of the LIHTC
allocated to RBC for calendar year 2018, multiplied by 40%. This additional capital contribution
will be paid by RBC at the time of its final capital contribution and will be applied first to any
deferred developer fee, with any remaining amounts released to Net Cash Flow. The Early Delivery
Adjustment will not exceed 5% of the total capital contribution

() Upward Capital Adjustment. If the Certified LIHTC is more than the Projected LIHTC, RBC will
pay an additional capital contribution (the “Upward Capital Adjustment™) equal to the product of (i)
$0.83 multiplied by (ii) the difference between the Certified LIHTC and the Projected LIHTC. This
additional capital contribution will be paid by RBC at the time of its final capital contribution and
will be applied first to any deferred developer fee, with any remaining amounts released to Net Cash
Flow. The aggregate of the Early Delivery Adjustment and Upward Capital Adjustment will not
exceed 5% of the total capital contribution.
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6. Managing Member Obligations. Any amounts advanced by the Managing Member for the obligations set

forth below will not be considered as loans or capital contributions reimbursable or repayable by the Company
unless otherwise stated herein.

@)

(b)

(©

(d)

(€

®

Construction Completion. The Managing Member is responsible for construction completion in

accordance with approved plans and specifications and will pay for any construction costs, costs to
achieve permanent loan closing, repayment of all construction financing and costs necessary to fund
reserves required to be funded at or before permanent loan closing.

Operating Deficits.

(i) Pre-Stabilization. The Managing Member will fund operating deficits until the date (the
“Stabilization Date”) which is the first day of the month following a 3-month period (such 3-
month period to commence after the permanent loan closing) in which the Project has
maintained an average 1.15 debt service coverage ratio; and

(i)  Post-Stabilization. Commencing with the Stabilization Date and continuing until the Release
Date (defined below), the Managing Member will fund operating deficits of up to $150,000.
Any funds paid by the Managing Member under this Paragraph 6(b)(ii) shall be treated as an
unsecured loan to the Company with interest at the rate of 0% per annum, to be repaid out of
cash flow, refinancing, sale and liquidation proceeds as provided in Paragraph 9 hereof.

The “Release Date” is the later of:
(A) the fifth anniversary of the Stabilization Date,
(B) the date the Project has achieved an average debt service coverage ratio of 1.15 for
the 12-month period immediately prior to the Release Date, and
(C) the date the Project has achieved a 1.15 debt service coverage ratio for each of the
3 months immediately prior to the Release Date.

Notwithstanding the foregoing, if, as of the Release Date, the aggregate balance of the
Operating Reserve and O&M Reserve described in Section 7(a) and 7(d) is less than
$145,270, this obligation shall continue until the aggregate balance in the Operating Reserve
and O&M Reserve is equal to or greater than $145,270.

LIHTC Shortfall or Recapture Event. To the extent not already addressed by the Downward Capital
Adjustment or the Late Delivery Adjustment, if the actual amount of LIHTC for any year is less than
Projected LIHTC (unless due to a change of law), the Managing Member will make payments to
RBC of an amount equal to the shortfall or recapture amount, plus related costs and expenses
incurred by RBC.

Repurchase. The Managing Member will repurchase RBC’s interest upon the occurrence of certain
events described in the Project Entity Agreement.

Environmental Indemnity. The Managing Member will indemnify RBC against any losses due to
environmental condition at the Project.

Developer Fee. The Managing Member will guarantee payment of any developer fee remaining
unpaid at the end of the LIHTC compliance period.
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(9)

Guarantors. The Guarantors will guarantee all of the Managing Member’s obligations set forth in
the Project Entity Agreement. The Guarantors will maintain a net worth and liquidity level as
determined by RBC after review of the Guarantors’ financial statements but in no event a net worth
of less than $5,00,000, of which $1,000,000 will be liquid.

7. Reserves.

(@)

(b)

(©

(d)

(€)

Operating Reserves. An operating reserve in the amount of $107,944 will be established and
maintained by the Managing Member concurrent with RBC’s third capital contribution.
Withdrawals from the operating reserve will be subject to RBC’s consent. Prior to the Release Date,
the balance of the Operating Reserve shall not be reduced to less than $72,635. Expenditures from
operating reserves will be replenished from available cash flow as described in Paragraph 9(b)
below.

Replacement Reserves. The Company will maintain a replacement reserve, and make contributions
on an annual basis equal to the greater of (i) $250 per unit and (ii) the amount required by the USDA
permanent lender which is anticipated to be $275 per unit. The amount of the contribution will
increase annually by 3%. An initial deposit to the replacement reserve of $7,875 will be made no
later than substantial completion. Annual contributions will commence upon substantial completion.

Rent-up Reserves. The Managing Member will establish a rent-up reserve in an amount not less
than $25,000 prior to RBC’s second capital contribution. The rent-up reserve will be used to cover
operating deficits during initial lease-up, and any unused balance will be released to cash flow upon
funding of RBC’s final capital contribution. The rent-up reserve is not an RBC requirement but has
been included per the Developer’s projections.

O&M Reserve. The Managing Member will establish an O&M reserve in an amount not less than
$37,326 (2% of the balance of the USDA 538 loan) on or prior to funding of the USDA permanent
loan, per the requirements of the USDA lender. Withdrawals from the O&M reserve will be subject
to RBC’s consent.

Conversion Reserve. The Managing Member will establish a conversion reserve in an amount not
less than $125,390 (2% of development costs) concurrent with RBC’s first capital contribution. The
conversion reserve will be used to ensure the USDA guarantee will be in effect throughout
conversion from construction financing to permanent financing and will be released back to the
Managing Member once the USDA permanent loan is funded, subject to the requirements of the
USDA lender. Withdrawals from the conversion reserve will be subject to RBC’s consent.

8. Fees and Compensation. The following fees will be paid by the Company for services rendered in

organizing, developing and managing the Company and the Project.

(@)

Developer Fee. The Developer will earn a developer fee of $970,000 projected to be paid as
follows:

(i)  $150,000 (15.46%) concurrent with RBC’s first capital contribution;
(i) $200,000 (20.62%) concurrent with RBC’s second capital contribution;
(iii)  $331,862 (34.21%) concurrent with RBC’s third capital contribution;

(iv)  $125,000 (12.89%) concurrent with RBC’s final capital contribution; and
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(b)

(©

(d)

(v) $163,138 (16.82%) is deferred and paid from net cash flow.

The deferred portion of the developer fee shall accrue interest at 8% per annum commencing as of
the date of RBC’s final capital contribution. If the deferred portion of the developer fee as of the
closing is higher than currently projected, the scheduled payments of developer fee at RBC’s third
capital contribution and final capital contribution will, in the aggregate, not be less than $456,862.
Payment of the deferred fee will be subordinate to all other Company debt as well as operating
expense and reserve requirements

Incentive Management Fee. An incentive management fee will be payable to the Managing Member
on an annual basis in an amount equal to 90% of net cash flow as set forth on Paragraph 9(b) below.

Property Management Fee. The property management fee is underwritten at 5.00% of gross rental
revenues. The management agent and the terms of the property management agreement are subject
to the prior approval of RBC. If the management agent is an affiliate of any Guarantor, its fee will
be subordinated to payment of operating costs and required debt service and reserve payments.
Subject to a due diligence review, it is anticipated that Alpha Barnes will serve as the initial
management agent.

Asset Management Fee. The Company will pay RBC Manager an annual asset management fee of
$5,000 which will increase by 3% annually. The asset management fee will be paid quarterly in
advance commencing with the first anniversary of the closing date.

Tax Benefits and Distributions.

@)

(b)

(©

Tax Benefits. Tax profits, tax losses, and tax credits will be allocated 99.99% to RBC, .001% to
RBC Manager and .009% to the Managing Member.

Net Cash Flow Distributions. Distributions of net cash flow (cash receipts less cash expenditures,
payment of debt service, property management fee and asset management fee), will be made as
follows:

(i)  to RBC in satisfaction of any unpaid amounts due under Paragraphs 5 and 6 above and for
any other amounts due and owing to RBC;

(i)  to RBC Manager for any unpaid asset management fees;

(iii) to the operating reserve such that the operating reserve and O&M reserve maintain a
combined balance of $145,270;

(iv) tothe payment of any unpaid developer fee;
(v)  tothe payment of any debts owed to the Managing Member or its affiliates;

(vi) 90% of the remaining cash flow to the Managing Member as an incentive management fee;
and

(vii) the balance to the Managing Member, RBC and RBC Manager in accordance with their
percentage interests described in Paragraph 9(a).

Distributions upon Sale, Liquidation or Refinance. Net proceeds resulting from any sale, liquidation
or refinance will be distributed as follows:
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(i)  to payment in full of any Company debts except those due to RBC, RBC Manager or the
Managing Member and/or their affiliates;

(if)  to the setting up of any required reserves for contingent liabilities or obligations of the
Company;

(iii)  to RBC, in satisfaction of any unpaid amounts due under Paragraphs 5 and 6 above and for
any other amounts due and owing to RBC;

(iv) to RBC Manager for any unpaid asset management fees;
(v)  to RBC for any excess or additional capital contributions made by it;

(vi) to the payment of any debts owed to the Managing Member or its affiliates including any
unpaid developer fee;

(vii) to RBC Manager, 1% of such proceeds as a capital transaction administrative fee;

(viii) to RBC in an amount equal to any projected federal income tax incurred as a result of the
transaction giving rise to such proceeds; and

(ix) the balance, 90% to the Managing Member, 9.99% to RBC and .01% to RBC Manager.

10.  Construction. The Managing Member will arrange for a fixed or guaranteed maximum price construction
contract in the anticipated amount of $3,863,759. The Contractor’s obligations will be secured by a letter of credit
in an amount not less than 15% of the amount of the construction contract or a payment and performance bonds in
an amount not less than the amount of the construction contract. The Project will establish an owner’s construction
contingency held outside of the construction contract in the amount of $193,188 (5.00% of the construction costs),
or such other amount as RBC may reasonably require following its review of construction documents, but in no
event less than 5.00% of the construction contract. RBC, may, in its sole discretion, engage a construction
consultant (i) to review plans and specifications and (ii) evaluate the construction progress by providing monthly
reports to the Company. The cost of the construction consultant will be paid by the Company.

11. Due Diligence, Opinions and Projections.

(@) Due Diligence: The Managing Member will provide RBC with all due diligence items set forth on its
due diligence checklist, including but not limited to, financial statements for the Guarantors, schedule
of real estate owned and contingent liabilities, plans and specifications, a current appraisal, a current
(less than 6 months old) market study commissioned by RBC which demonstrates that proforma rent
levels on the 60% AMI LIHTC and market rate units are supported by the comps and have a minimum
10% advantage to the achievable market rent levels concluded by the market analyst, a current (less
than 6 months old) Phase I environmental report, rent and expense data from comparable properties,
site/market visit and title and survey. The Managing Member agrees to reasonably cooperate with
RBC (including signing such consents as may be necessary) in obtaining background reports on the
Developer, Guarantors and other Project entities as determined by RBC.

(b)  Legal Opinions. The Managing Member's counsel will deliver to RBC a local law opinion satisfactory
to RBC. RBC’s counsel will prepare a tax opinion and the Managing Member agrees to cooperate to
provide all necessary documentation requested by RBC's counsel.



SilverLeaf at Mason

April 5, 2017

Page 7

12.

(©

(d)

Diligence Reimbursement. The Company will reimburse RBC $75,000 toward the costs incurred by

RBC in conducting its due diligence review and for the costs and expenses of RBC’s counsel in
connection with the preparation of the tax opinion. RBC may deduct this amount from its first capital
contribution.

Projections. The projections to be attached to the Project Entity Agreement and that support the Tax
Opinion will be prepared by RBC based on projections provided by the Managing Member. RBC’s
projections will include development sources and uses, calculation of eligible basis, operating and
construction period cash flow analysis, 15-year operating projection, 30-year debt analysis and 15-year
capital account analysis.

Closing Contingencies. RBC's obligation to close on the purchase of the Interest will be contingent upon

RBC’s receipt, review and approval of all due diligence including the items set forth on its due diligence checklist
as well as the following:

13.

14,

(@)

(b)

(©

Project Entity Documents. Preparation and execution of RBC's standard Project Entity Agreement
and other fee agreements containing representations and warranties, covenants, consent rights, and
indemnities, each on terms and conditions satisfactory to RBC.

Information and Laws. No adverse change in the information you have provided to us, no adverse
change in market conditions and no adverse change in existing law.

Closing Date. The closing occurring on or before June 30, 2017.

Termination and Confidentiality.

(@)

(b)

Termination Date. Once executed by both the Managing Member and the Guarantors and
countersigned by RBC, this letter shall be a binding agreement and will remain in effect until the
120" day (the “Termination Date”) after the date it is signed by the Managing Member. In
recognition of the time which will be expended and the expenses which will be incurred by RBC in
connection with the transaction contemplated hereby, the Managing Member agrees that, until the
Termination Date, neither it nor any of its officers, employees, agents, or affiliates will solicit,
entertain or negotiate with respect to any inquiries or proposals relating to the acquisition of an
interest in the Company or the equity syndication of the Company or the Project without the prior
written approval of RBC. In the event the Managing Member enters into an arrangement with a
party other than RBC prior to the Termination Date, RBC will be entitled to pursue all remedies
available to it. If RBC elects not to acquire the Interest based on the failure of any of the closing
contingencies, the Managing Member and RBC will be mutually released from the terms and
conditions contained in this letter.

Confidentiality. The Managing Member agrees to keep the terms and conditions contained in this
letter confidential and not to disclose the terms to any third party (other than attorneys and
accountants of the Company) without the express prior written approval of RBC.

Withdrawal of Letter of Intent. Unless executed by the Managing Member and Guarantors prior to April

17, 2017 (“Withdrawal Date”), this Letter of Intent shall be considered withdrawn by RBC and void. Each
party shall be responsible for their own costs and expenses incurred to that date. RBC may extend the
Withdrawal Date in writing delivered to the Managing Member.
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15.

Additional Items.

€)) Reporting Obligations. The Managing Member will cause to be furnished to RBC on a prompt basis
customary monthly, quarterly and annual financial statements and rent rolls for the Company,
together with audited financial statements and tax returns and monthly construction reports.

(b) Countersigning Requirements. Before this letter will be countersigned, the items set forth in
Exhibit C must be delivered to RBC.

(Remainder of page intentionally left blank)
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If the foregoing is in accordance with your understanding of the terms and conditions, please indicate your
acceptance on the enclosed copy and return it to the undersigned. This Letter of Intent will not be binding on RBC
until countersigned by an authorized signatory on behalf of RBC following your execution of this letter.

Very truly yours,

o L0

Name: Dan Kierce
Title: Director

The undersigned approves and accepts the terms of this Letter of Intent.
MANAGING MEMBER:

By:

Its:
Date:

GUARANTORS:

By:
Its:
Date:

By:
Its:
Date:

By:
Its:
Date:

RBC acknowledges and accepts the above signature of the Managing Member and the Guarantors. This binding
Letter of Intent was accepted by RBC on , 2017.

By:

Name:

Title:
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EXHIBIT A
CAPITAL CONTRIBUTIONS

Conditions Amount Anticipated
Funding Date

i) 15.00% upon the later of: $637,436 June 1, 2017
(@) the execution of the Operating Agreement,
(b) closing of the financing sources described in
Exhibit B, and
(c) receipt and approval of all due diligence items on
RBC's due diligence checklist.

ii) 35.00% upon the later of: $1,487,351 July 1, 2018

(a) receipt of final Certificates of Occupancy for all of
the units,

(b) receipt of an architect's certificate of substantial
completion,

(c) receipt of a preliminary cost certification
accompanied by a Managing Member certification,
and

(d) July 1, 2018.

iii) 47.06% upon the later of: $1,999,788 January 1, 2019

() receipt of a final cost certification from an
independent certified public accountant,

(b) achievement of 100% qualified occupancy,

(c) construction loan repayment,

(d) funding of the USDA permanent loan,

(e) 90 days at 90% occupancy & 90 days of a 1.15
Debt Service Coverage Ratio, and

(f) January 1, 2019.

iv) 2.94% upon the later of: $125,000 April 1, 2019
(a) achievement of the Stabilization Date,
(b) receipt of the IRS Form 8609, and
(c) April 1,2019.

Total: $4,249,575
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EXHIBIT B
SOURCES

CONSTRUCTION LOAN

Lender (Not Related): Bank of Oklahoma (or another lender acceptable to RBC)
Source: Conventional
Amount: $4,299,031
Interest Rate: 3.98% Variable (LIBOR+250 bps + 50bps underwriting cushion)
Payments: Interest only payments due monthly, balance due at maturity
Maturity Date: 24 months from Initial Close
Collateral: First Mortgage on Project during construction

Other loan terms:

TBD

PERMANENT LOAN

Lender (Not Related):

Bonneville (or another lender acceptable to RBC)

Source:

USDA 538

Amount:

$1,866,295

Interest Rate:

4.5% all in rate per developer projections (assuming 4% Fixed + 0.5%
annual USDA Guarantee Fee); also, assuming a 24 month forward rate
lock

Amortization:

40 years

Payments anticipated to commence:

June 1, 2019

Hard Payment Amount:

$93,600 annually based on Projections plus a 0.50% annual USDA
Guarantee Fee

Maturity Date:

40 years from funding

Non-recourse to:

All Partners

Requirements for Funding:

A. DSC ratio of 1.15 to 1.00 for 3 months
B. 3 months of 90% occupancy
C. Resizing of up to 5% is permitted to achieve DSC

D. TBD
Collateral: First Mortgage on Project
Other loan terms: TBD
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EXHIBIT C
COUNTERSIGNING REQUIREMENTS

MANAGING MEMBER, DEVELOPER AND GUARANTORS

Financial Statements (3 full years plus current year interim)

Federal Tax Returns (3 years)

Schedule of Real Estate Owned

Schedule of Contingent Liabilities

Background Questionnaire for Developer

FEIN for entities; credit release form for individuals

Verification of Liquid Assets (Bank or Brokerage Statement)

@O IN|oO g W INE

Organization Chart

DEVELOPMENT DOCUMENTS

Lo

Market Study (w/in 6 months)

2. Operating Expense Comparables (3x)

TAX CREDIT DOCUMENTATION

1. Tax Credit Application and Exhibits
















Rent Schedule

Self Score Total:| 125
ivate Activity Bond Priority (For Tax-Exempt Bond Developments ONL
Unit types must be entered from smallest to largest based on “# of Bedrooms” and “Unit Size”, then within the same “# of Bedrooms” and “Unit Size” from lowest to
highest “Rent Collected/Unit”.

Rent Designations (select from Drop down menu)
MF Direct Unit Size
. Loan Units . . Other/ .| #of Bed- | #of (Net Total Net Program Tenar‘1t‘ Paid Rent Total
HTC Units HTF Units |MRB Units X # of Units Rentable - Utility Collected Monthly
(HOME Subsidy rooms | Baths |Rentable Sq. Rent Limit |
Sq. Ft. Allow. /Unit Rent
Rent/Inc) Ft.)
(A) (B) (A) x(B) (E) (A) x (E)
TC 30% 2 1 10 750 1,500 343 43 300 600
TC 50% 5 1 10 750 3,750 573 43 530 2,650
TC 60% 13 1 10 750 9,750 629 43 586! 7,618
MR 0 1 10 750 0 629 0 629 -
TC 30% 2 2 10 1000 2,000 412 54 358 716
TC 50% 4 2 10 1000 4,000 687 54 633 2,532
TC 60% 13 2 10 1000 13,000 759 54 705, 9,165
MR 1 2 10 1000 1,000 759 0 759 759
TC 60% 5 1 10 750 3,750 629 39 590 2,950
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
0 -
TOTAL 45 38,750 26,990
Non Rental Income $7 22| per unit/month for: laundry/vending 325
Non Rental Income 1 67|per unit/month for: nsf & late 75
Non Rental Income 0 00|per unit/month for:
+ TOTAL NONRENTAL INCOMH $8.89| per unit/month 400
= POTENTIAL GROSSMONTHLY INCOME 27,390
- Provision for Vacancy & Collection Loss % of Potential Gross Income: 7 50% (2,054)
- Rental Concessions (enter as a negative number) Enter as a negative value
= EFFECTIVE GROSSMONTHLY INCOME 25,336
x 12 = EFFECTIVE GROSS ANNUAL INCOME 304,029

85141.075 3/13/17 3:16 PM




Rent Schedule (Continued)

% of LI

% of Total

HOUSING
TRUST
FUND

HTF30%
HTF40%
HTF50%
HTF60%
HTF80%
HTF LI Total
MR

MR Total |

HTF Total

HOME

30%

LH/50%
HH/60%
HH/80%
HOME LI Total
EO

MR

MR Total

HOME Total

OTHER

Total OT Units

OJO|O O O O O O O OJOo|O O O O O O O O

% of LI % of Total
TC30% 9.1% 9% 4
TC40% 0
TC50% 20.5% 20% 9
HOUSING TC60% 70% 69% 31
TAX HTC LI Total 44
CREDITS EO 0
MR 1
MR Total 1
Total Units 45
MRB30% 0
MRB40% 0
MORTGAGE MRB50% 0
REVENUE MRB60% 0
BOND MRB LI Total (0]
MRBMR 0
MRBMR Total (0]
MRB Total 0
0 0
1 25
BEDROOMS 2 20
3 0
4 0
5 0

ACQUISITION + HARD

Cost Per Sq Ft $106.30
HARD

Cost Per Sq Ft $106.30
BUILDING

Cost Per Sq Ft S 69.99

Total Points claimed:
12

Applicants are advised to ensure that figure is not rounding down to the
maximum dollar figure to support the elected points.




Utility Allowances [§10.614]

Applicant must attach to this form documentation from the source of the “Utility Allowance” estimate used in completing the Rent

Schedule provided in the Application Packet. Where the Applicant uses any method that requires Department review, such review

must have been requested prior to submission of the Application. This exhibit must clearly indicate which utility costs are included in
the estimate.

Note: If more than one entity (Sec. 8 administrator, public housing authority) is responsible for setting the utility allowance(s) in the area
of the development location, then the selected utility allowance must be the one which most closely reflects the actual expenses.

If an independent utility cost evaluation is conducted it must include confirming documentation from all the relevant utility providers.

If other reductions to the tenant rent is required such as the cost of flood insurance for the tenant's contents, documentation for these
reductions to gross rent should also be attached.

Energy Source of Utility Allowance &
Utility Who Pays Source 0BR 1BR 2BR 3BR 4BR Effective Date
Heating| Tenant Electric S 20|$ 21 HUD Worksheet
Cookina Tenant Electric S 2|$ 3 HUD Worksheet
Other Electric| Tenant S 10|$ 14 HUD Worksheet
Air Conditioning| Tenant Electric S 4SS 8 HUD Worksheet
Water Heater| Tenant Electric S 6|S 8 HUD Worksheet
Water
Sewer
Trash
Flat Fee
Other|
Total Paid by Tenant S - S 421S$ 54|88 - S -
Other (Describe)













ANNUAL OPERATING EXPENSES

General & Administrative Expenses

Accounting S 6,000
Advertising S 2,000
Legal fees S 3,600
Leased equipment S
Postage & office supplies S 1,800
Telephone S 1,800
Other Credit/leasing software S 1,200
Other describe S
Total General & Administrative Expenses: 16,400
Management Fee: Percent of Effective Gross Income: 4.00% 12,150
Payroll, Payroll Tax & Employee Benefits
Management S 28,000
Maintenance S 20,000
Other tax & benefits S 7,500
Other describe
Total Payroll, Payroll Tax & Employee Benefits: 55,500
Repairs & Maintenance
Elevator S
Exterminating S 2,400
Grounds S 6,000
Make-ready S 6,000
Repairs S 8,000
Pool S
Other supplies S 2,400
Other describe S
Total Repairs & Maintenance: 24,800
Utilities (Enter Only Property Paid Expense)
Electric Alpha Barnes S 6,000
Natural gas S
Trash City of Mason S 6,500
Water/Sewer City of Mason S 17,500
Other describe S
Other describe S
Total Utilities: 30,000
Annual Property Insurance: Rate per net rentable square foot: $ 0.30 11,500
Property Taxes:
Published Capitalization Rate: Source: Carson County CAD
Annual Property Taxes S 20,000
Payments in Lieu of Taxes S
Total Property Taxes: 20,000
Reserve for Replacements: Annual reserves per unit: $ S 250 11,250
Other Expenses
Cable TV S
Supportive Services (Staffing/Contracted Services) S inc
TDHCA Compliance fees S 1,760
TDHCA Bond Administration Fees (TDHCA as Bond Issuer Only)  $
Security S
Other describe S
Other describe S
Total Other Expenses: 1,760
TOTAL ANNUAL EXPENSES Expense per unit: $ 4075 183,360
Expense to Income Ratio: 60.31%
NET OPERATING INCOME (before debt service) 120,669
Annual Debt Service
DESCRIBE S 100,682
S
S
S
TOTAL ANNUAL DEBT SERVICE Debt Coverage Ratio: 1.20 100,682
NET CASH FLOW 19,987




15 Year Rental Housing Operating Pro Forma

All Programs Must Complete the following:

The pro forma should be based on the operating income and expense information for the base year (first year of stabilized occupancy using today’s best estimates of market rents, restricted rents, rental
income and expenses), and principal and interest debt service. The Department uses an annual growth rate of 2% for income and 3% for expenses. Written explanation for any deviations from these growth
rates or for assumptions other than straight-line growth made during the proforma period should be attached to this exhibit.

INCOME YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S5 YEAR 10 YEAR 15
POTENTIAL GROSS ANNUAL RENTAL INCOME $323,880 $330,358 $336,965 $343,704 $350,578 $387,067 $427,353
Secondary Income S 4,800 | $ 4,896 | S 4,994 | S 5,094 | $ 5,196 | $ 5736 S 6,333
POTENTIAL GROSS ANNUAL INCOME $328,680 $335,254 $341,959 $348,798 $355,774 $392,803 $433,686
Provision for Vacancy & Collection Loss ($24,651) ($25,144) ($25,647) ($26,160) ($26,683) ($29,460)} ($32,526)
Rental Concessions S0
EFFECTIVE GROSS ANNUAL INCOME $304,029 $310,110 $316,312 $322,638 $329,091 $363,343 $401,160
EXPENSES
General & Administrative Expenses $16,400 $16,892 $17,399 $17,921 $18,458 $21,398 $24,806
Management Fee S 12,150 | $ 12,393 | $ 12,641 | $ 12,894 | $ 13,152 8 $ 14,5208 $ 16,032
Payroll, Payroll Tax & Employee Benefits S 55,500 | $ 57,165 | S 58,880 | $ 60,646 | S 62,466 | S 72,415 S 83,949
Repairs & Maintenance S 24,800 | $ 25,544 | S 26,310 | $ 27,100 | S 27,913 $ 32,358 S 37,512
Electric & Gas Utilities $ 6,000 | $ 6,180 | $ 6,365 | $ 6,556 | $ 6,753 | $ 7,829 ¢ 9,076
Water, Sewer & Trash Utilities $ 24,000 | $ 24,720 | $ 25,462 | ¢ 26,225 | $ 27,012 $ 31,315 $ 36,302
Annual Property Insurance Premiums S 11,500 | $ 11,845 | $ 12,200 | $ 12,566 | $ 12,943 $ 15,005 | $ 17,395
Property Tax S 20,000 | $ 20,600 | S 21,218 | S 21,855 | S 22,510 S 26,095 $ 30,252
Reserve for Replacements S 11,250 | $ 11,588 | $ 11,935 | $ 12,293 | $ 12,662 | $ 14,679 $ 17,017
Other Expenses $ 1,760 | $ 1,813 | $ 1,867 | $ 1,923 | $ 1,981 $ 2,296 | $ 2,662
TOTAL ANNUAL EXPENSES $183,360 $188,739 $194,278 $199,979 $205,850 $237,911 $275,002
NET OPERATING INCOME $120,669 $121,370 $122,034 $122,659 $123,241 $125,432 $126,158
DEBT SERVICE
First Deed of Trust Annual Loan Payment $100,682 $100,682 $100,682 $100,682 $100,682 $100,682 $100,682
Second Deed of Trust Annual Loan Payment
Third Deed of Trust Annual Loan Payment
Other Annual Required Payment
Other Annual Required Payment
ANNUAL NET CASH FLOW $19,987 $20,688 $21,352 $21,977 $22,559 $24,750 $25,476
CUMULATIVE NET CASH FLOW $19,987 $40,675 $62,028 $84,004 $106,563 $224,836 $350,400
Debt Coverage Ratio 1.20 1.21 1.21 1.22 1.22] 1.25 1.25

Other (Describe)

Other (Describe)

By signing below | (we) are certifying that the above 15 Year pro forma, is consisstent with the unit rental rate assumptions, total operating expenses, net operating income, and debt
service coverage based on the bank's current underwriting parameters and consistent with the loan terms indicated in the term sheet and preliminarily considered feasible pending
further diligence review. The debt service for each year maintains no less than a 1.15 debt coverage ratio. (Signature only required if using this pro forma for points under §11.9(e)(1)

relating to Financial Feasibility)

Phone:

Email:

Signature, Authorized Representative, Construction or Printed Name Date

Permanent Lender



Development Cost Schedule

Self Score Total: 125

This Development Cost Schedule must be consistent with the Summary Sources and Uses of Funds Statement. All Applications must complete the total
development cost column and the Tax Payer Identification column. Only HTC applications must complete the Eligible Basis columns and the Requested
Credit calculation below:

TOTAL DEVELOPMENT SUMMARY
Total Eligible Basis (If Applicable) Scratch Paper/Notes
Cost Acquisition | New/Rehab.
ACQUISITION
Site acquisition cost 80,000
Existing building acquisition cost |
Closing costs & acq. legal fees
Other (specify) - see footnote 1
Other (specify) - see footnote 1
Subtotal Acquisition Cost $80,000 SO SO
OFF-SITES’
Off-site concrete
Storm drains & devices
Water & fire hydrants
Off-site utilities
Sewer lateral(s)
Off-site paving
Off-site electrical
Other (specify) - see footnote 1
Other (specify) - see footnote 1
Subtotal Off-Sites Cost S0 $0| S0
SITE WORK®
Demolition
Asbestos Abatement (Demolition Only)
Detention
Rough grading 100,000 100,000
Fine grading 15,000 15,000
On-site concrete 35,000 35,000
On-site electrical 25,000 25,000
On-site paving 205,000 205,000
On-site utilities 205,000 205,000
Decorative masonry
Bumper stops, striping & signs 6,200 6,200
Other (specify) - see footnote 1
Subtotal Site Work Cost $591,200 SO $591,200
SITE AMENITIES
Landscaping 50,000 50,000
Pool and decking
Athletic court(s), playground(s)
Fencing
Other (specify) - see footnote 1
Subtotal Site Amenities Cost $50,000 SO $50,000




BUILDING COSTS*:

Concrete

Masonry

Metals

Woods and Plastics

Thermal and Moisture Protection

Roof Covering

Doors and Windows

BUILDING COSTS (Continued):

Finishes

Specialties

Equipment

Furnishings

Special Construction

Conveying Systems (Elevators)

Mechanical (HVAC; Plumbing)

Electrical

Individually itemize costs below:

Detached Community Facilities/Building

Carports and/or Garages

Lead-Based Paint Abatement

Asbestos Abatement (Rehabilitation Only)

Structured Parking

Commercial Space Costs

Other (specify) - see footnote 1
Subtotal Building Costs

TOTAL BUILDING COSTS & SITE WORK
(including site amenities)

Contingency
TOTAL HARD COSTS

OTHER CONSTRUCTION COSTS
General requirements (<6%)
Field supervision (within GR limit)
Contractor overhead (<2%)
G & A Field (within overhead limit)
Contractor profit (<6%)

TOTAL CONTRACTOR FEES

TOTAL CONSTRUCTION CONTRACT

7.75%

6.00%

2.00%

6.00%

134,030 134,030
100,000 100,000

25,000 25,000

776,080 776,080

49,000 49,000

100,000 100,000

111,000 111,000

150,000 150,000

15,000 15,000

102,000 102,000

50,000 50,000

490,000 490,000

395,000 395,000

180,000 180,000

35,000 35,000
$2,712,110 so|  $2,712,110

| $3,353,310] so|  $3,353,310]
$260,000 $260,000
$3,613,310 so| 43,613,310
216,798 216,798

72,266 72,266

216,798 216,798
$505,862 30 $505,862

| $4119172] so|  $4119172|

6.00%

2.00%

6.00%




SOFT COSTS®

Architectural - Design fees

Architectural - Supervision fees

Engineering fees

Real estate attorney/other legal fees

Accounting fees

Impact Fees

Building permits & related costs

Appraisal

Market analysis

Environmental assessment

Soils report

Survey

Marketing

Hazard & liability insurance

Real property taxes

Personal property taxes

Other (specify) - see footnote 1

Other (specify) - see footnote 1

Other (specify) - see footnote 1
Subtotal Soft Cost

FINANCING:

CONSTRUCTION LOAN(S)®

Interest

Loan origination fees

Title & recording fees

Closing costs & legal fees

Inspection fees

Credit Report

Discount Points

Other (specify) - see footnote 1

Other (specify) - see footnote 1

PERMANENT LOAN(S)

Loan origination fees

Title & recording fees

Closing costs & legal

Bond premium

Credit report

Discount points

Credit enhancement fees

Prepaid MIP

Other (specify) - see footnote 1

Other (specify) - see footnote 1

BRIDGE LOAN(S)

Interest

Loan origination fees

Title & recording fees

Closing costs & legal fees

Other (specify) - see footnote 1

Other (specify) - see footnote 1

65,000 65,000
20,000 20,000
55,000 55,000
50,000 50,000
25,000 25,000
10,000 10,000
10,000 10,000
9,000 9,000
8,500 8,500
6,000 6,000
9,500 9,500
25,000 25,000
20,000
70,000 70,000
10,000 10,000
$393,000 $0 $373,000
180,000 180,000
66,000 66,000
30,000 30,000
30,000 30,000
15,000 15,000
40,000
30,000
30,000




OTHER FINANCING COSTS®

Tax credit fees

Tax and/or bond counsel

Payment bonds

Performance bonds

Credit enhancement fees

Mortgage insurance premiums

Cost of underwriting & issuance

Syndication organizational cost

Tax opinion

Other (specify) - see footnote 1

Other (specify) - see footnote 1
Subtotal Financing Cost

DEVELOPER FEES®
Housing consultant fees*
General & administrative
Profit or fee
Subtotal Developer Fees 19.99%

RESERVES
Rent-up
Operating
Replacement
Escrows

Subtotal Reserves

20,000
40,000
40,000 40,000
12,000
$533,000 50 $361,000
220,000 220,000
220,000 220,000
530,000 530,000
$970,000 $0 $970,000] 19.99%
25,000
145,000
$170,000 $0] 30




TOTAL HOUSING DEVELOPMENT COSTS® | $6,265,172 $0| $5,823,172

The following calculations are for HTC Applications only.

Deduct From Basis:

Federal grants used to finance costs in Eligible Basis

Non-qualified non-recourse financing

Non-qualified portion of higher quality units §42(d)(5)

Historic Credits (residential portion only)

Total Eligible Basis S0 $5,823,172
**High Cost Area Adjustment (100% or 130%) 130%
Total Adjusted Basis S0 $7,570,124
Applicable Fraction 98%
Total Qualified Basis | $7,418,722 S0 $7,418,722
Applicable Percentage6 7.99%
Credits Supported by Eligible Basis | $592,756 S0 $592,756

(May be greater than actual request)

Name of contact for Cost Estimate: Michael Sugrue

Phone Number for Contact: 903-887-4244

Footnotes:

! An itemized description of all "other" costs must be included at the end of this exhibit.
2 All Off-Site costs must be justified by a Third Party engineer in accordance with the Department's format provided in the Offsite Cost Breakdown form.

3 (HTC Only) Site Work expenses, indirect construction costs, developer fees, construction loan financing and other financing costs may or may not be
included in Eligible Basis. Site Work costs must be justified by a Third Party engineer in accordance with the Department's format provided in the Site Work
Cost Breakdown form.

* (HTC Only) Only fees paid to a consultant for duties which are not ordinarily the responsibility of the developer, can be included in Eligible Basis.
Otherwise, consulting fees are included in the calculation of maximum developer fees.

* (HTC Only) Provide all costs & Eligible Basis associated with the Development.
6 (HTC Only) Use the appropriate Applicable Percentages as defined in §10.3 of the Uniform Mutifamily Rules.



Financing Narrative and Summary of Sources and Uses

Describe all sources of funds. Information must be consistent with the information provided throughout the Application (i.e. Financing Narrative, Term Sheets and Development Cost

Schedule).
Construction Period Permanent Period
. . .. . . Lien Lien
Financing Participants Funding Description . .
Position . - Position
Loan/Equity Amount Interest Loan/Equity Interest| Amort- [Term| Syndication
auity Rate (%) Amount Rate (%)| ization [ (Yrs) Rate
Debt
Multifamily Direct Loan
TDHCA (Repayable) $0| 0.00% S - 0.00% 30 0
Multifamily Direct Loan

TDHCA (Deferred Forgivable) S0[ 0.00% S - 0.00% 0 0
TDHCA Mortgage Revenue Bond S0[ 0.00% S - 0.00% 0 0
BOK Financial $3,500,000| 4.00% 30 2
Bonneville S 1,866,295 | 4.50% 40 40 1st
Third Party Equity
Michael Associates HTC| S 500,000 | $ 2,364,765 S 4,299,570 0.86
Grant
Deferred Developer Fee
StonelLeaf Development Partners S 400,407 S 99,307
Other

Total Sources of Funds| $ 6,265,172 S 6,265,172

Total Uses of Funds S 6,265,172

term sheets.

Briefly describe the complete financing plan for the Development, including a discussion of the sources of funds. The information must be consistent with all other
documentation in this section. Provide sufficient detail so that the reader can understand all terms related to each source that are not readily apparent above or in the

It is contemplated that Bank of Oklahoma (BoK) will make a construction loan of approximately $3,500,000 at approximately 4.00% interest only with a 30 amortization
and a 2 year term. This along with the $4,299,570 equity from the syndicator, and approximately $99,307 deferred developer fee will be sufficient to complete the
construction and lease up to stabilization of the property.




© BOK FINANCIAL

LISA E. ALBERS

Senior Vice President

Community Development Banking Group
Phone: 918-588-6420

Fax: 918-895-8102

March 13, 2017

Mr. Michael Sugrue
StonelLeaf Companies
1820 S. 3¢ St.
Mabank, Texas, 75147

Mr. Sugrue,

On behalf of BOKF, N.A. dba Bank of Texas, N.A. (the Bank) it is our pleasure to offer the following
financing terms for the new construction of the 45-unit multi-family development in Mason, Texas named
SilverLeaf at Mason. The terms presented below are indicative of a loan structure we would like to
pursue and are based on the information provided by you and our underwriting assumptions.

Borrower: SilverLeaf at Mason, LLC

Loan Amount:
Construction Loan:  $3,500,000 converting non-revolving advancing line of credit. This is based on
the following factors occurring prior to funding: a project budget of $6,265,172
and receipt of an allocation of 9% LIHTC from TDHCA.

Maturity:
Construction Loan: Twenty-four (24) months from closing. Monthly interest payments will be due
during construction.

Collateral: First mortgage on the project which consists of 45-units; the assignment of all
leases and rents, contracts, plans and specifications of the project.

Interest Rate: Will float at LIBOR plus 300 basis points. This tranche will be interest only and
will be completely paid off when the loan converts to the permanent [oan.

Origination Fee:
Construction Loan: A non-refundable fee of 1% of the Construction loan will be payable at closing.

Payment Terms:
Construction Loan: Monthly interest payments will be due during construction.

Prepayment Penalty:
Construction Loan: None

Services provided Bank of Albuquerque, Bank of Arizona, Bank of Arkansas, Bank of Kansas City, Bank of Oklahoma, Bank of Texas, Colorado State
Bank and Trust, doing business as BOKF, NA
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Guaranty;

Construction Loan: SilverLeaf at Mason, GP, LLC, StonelLeaf Development Partners, Michael and

Sources of Funds:

Use of Loan
Proceeds:

Disbursement
Of Loan Funds:

Appraisal:

Environmental
Report(s):

Mortgage Title
Insurance:

Survey:

Victoria Sugrue and Ben Dempsey will provide an unlimited guaranty of the loan
amount during construction.

Proceeds from the sale of an allocation of 9% LIHTC from the Syndicator of
which a minimum of fifteen percent (15%) must be payable at closing. The
identity of the equity investor and pay-in schedule must be disclosed and
acceptable to the Bank.

The Loan proceeds will be used exclusively to construct the 45 units at the
project in Mason, Texas.

Disbursement of Loan proceeds will occur no more than monthly, following the
Bank’s receipt and acceptance of written advance requests. Requests should be
based on the final approved project budget and the progress of the construction
of the Project, and subject to a third party inspecting review. Advance requests
shall be accompanied by support documentation, lien waivers, and date down
endorsements.

Funding is contingent on the Bank’s receipt of an acceptable self-contained
appraisal report stating the Market Value of the Project, prepared by a Bank-
approved MAI. The loan amount is subject to a maximum 75% loan-to-value.

Prior to closing, Borrower will provide the Bank with a Phase | environmental
audit, prepared by a licensed environmental engineer, approved by the Bank,
reflecting the Project’s real property to be free and clear of any environmental
hazard on, under, or around the subject.

Prior to closing, the Bank requires receipt of a commitment for mortgage title
insurance in an amount equal to the maximum loan amount, issued by a Bank-
approved fitle insurance company, listing no liens other than those which are to
be paid off prior to or at closing. There are to be no exceptions other than routine
utility easements and restrictions, and the current year's taxes not yet due. The
Bank shall be named as the insured mortgagee.

Prior to closing, the Bank requires receipt of a minimum ALTA survey of the
Project, in form and content acceptable to the Bank, showing all easements,
encroachments or any other item which may affect the Bank's lien position. The
survey must be satisfactory to delete the survey exception in the morigage title
insurance commitment.



Flood Insurance:

Insurance:

Governmental
Approvals:

Utilities:

Plans &
Specifications:

General
Contractor:

Construction
Contract:

Assignment of
Project Documents:

A foundation survey must be received prior to the commencement of any vertical
improvements. All surveys are to be performed by a Texas registered land
surveyor acceptable to the Bank. All surveys must be certified as true and
correct to the Bank, title insurance company and the Borrower.

If any improvements (existing and/or proposed) on the Project are or will be
located in an area identified by the U. S. Department of Housing and Urban
Development (H.U.D.) as an area having "special flood hazards", flood insurance
must be purchased and maintained in the amount of the Loan.

At or before closing, the Borrower will provide evidence of Property, Casualty and
General Liability insurance coverage and in some cases may require other
property specific coverage. Construction loan must, also, be covered by Builder's
Risk coverage including Workers Compensation. Insurance policies must be
provided by companies mesting a criterion of being, at minimum, A.M. Best rated
A, size category VIl or being Lloyd's of London or be covered under a FAIR plan,
if it is the only coverage available at a reasonable cost. The named insured is to
be the Borrower and in all cases the Bank (Mortgagee) shall be named as an
additional insured and Loss Payee.

Borrower shall provide the Bank with evidence of all necessary governmental
approvals for the Project, including but not limited to, zoning and building permits.

Borrower shall provide evidence to the Bank of the availability, at the Project, of
all utilities service necessary for the construction and operation of the Project
including, but not limited to water, electric, natural gas, telephone and sanitary
sewer.

Prior to Closing, the Bank requires copies of all Borrower's final building plans
and specifications with architect's certification. The Borrower agrees that no
changes will be made in the plans and specifications without the prior written
consent of the Bank.

The general contractor to be used to construct the Project shall be subject to the
approval of the Bank, prior to Loan closing.

A certified copy of the final fixed price bonded construction contract will be
provided to the Bank prior to closing. The Bond must be from an insurer rated A-
VIl by A.M. Best Company or AA or higher by Standard and Poor.

As additional coliateral the Borrower will assign to the Project Funding Sources,
which will include the Bank, the Borrower’s interest in the architect's drawings,
other plans and specifications and the construction contract.



inspecting
Architect:

Other Encumbrances:

Assignment:

Guarantor Financial
Statements:

Pending
Litigation:

Ownership

Change:

Representation
of Fact:

Opinion of
Counsel:

Preparation of
Loan Documents:

Take-Out
Assurances:

The Bank will engage an independent project architect approved by the Bank, to
perform a pre-construction review and cost analysis in addition to monthly
construction progress and draw request reviews during the construction of the
Project. All costs for services rendered by the inspecting architect are to be paid
for by the Borrower.

No other encumbrances will be placed on the collateral without the prior written
approval of the Bank.

This commitment can not be assigned without the prior written consent of the
Bank.

Guarantors will provide the Bank with annual financial statements, including
balance sheet including contingent liabilities, income and expense statement, tax
returns and any additional supporting information reasonably requested by the
Bank.

Borrower shall certify to the Bank that no litigation or proceedings are pending or
threatened which might adversely affect the Borrower's or the Guarantor's ability
to perform under the terms of this agreement or the loan documents.

Ownership of the Borrower shall not change during the term of the Loan without
the prior written consent of the bank.

This commitment is subject to the accuracy of all information and representations
submitted with or in support of the application for the Loan.

Prior to or at closing, the Bank requires a legal opinion of Borrower's counsel
which will provide a legal opinion confirming that all matters pertaining to the
Project and Loan are valid, enforceable and in accordance with the intended
terms and do nof violate any laws.

The Bank’s legal counsel will prepare the loan documents at the expense of the
Borrower.

Prior to closing of the Construction Loan, written assurances, which obligate a
funding source to pay-down the Construction Loan, must be in place. The
assurances will obligate the funding source to restrict proceeds in the amount of
the required pay-down and set forth a date no later than the maturity date of the
Construction Loan in which the proceeds will be funded to the Bank.
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Developer Fee:

Debt Service
Coverage:

Related Deposit
Accounts:

Expenses:

Other
Requirements:

A portion of the Developer Fee may be paid at closing. The remaining will be
funded once the equity installment is paid.

Beginning with the first calendar year following the year in which the Construction
Loan is converted to the Permanent Loan, the Borrower will maintain a minimum
1.20 to 1.00 annual debt service coverage ratio (DSCR) on the Collateral during
each calendar year.

The related deposit accounts for this project will be maintained at the Bank, this
will include:

Construction Account

Operating Account

Lease Up Reserve

Replacement Reserve

Operating Reserve

Tax and Insurance Escrow

Borrower will pay all expenses associated with the Loan. The expenses shall
include but not be limited to; attorney's fees, lender's title insurance policy,
appraisal, environmental report, survey and mortgage tax (where allowed by
law), and engineer or inspector fees. Any costs incurred for this financing will be
the responsibility of the Borrower to pay. Please be advised that it is the
Borrower’s sole responsibility to pay these costs irrespective of whether the loan
closes or not.

The subject requirements are intended to set out the primary terms and
conditions of the Loan, but are not all-inclusive. This commitment is subject to
review by the Bank’s legal counsel, and the Bank reserves the right to
reasonable require other mutually agreeable conditions and documents
necessary to establish, perfect, and maintain the contemplated Loan, including
but not limited to loan agreement, note, mortgage, assignment of leases and
security agresment,

According to the Bank Secrecy Act, the Bank is required to obtain, verify and
record certain identifying information as part of our due diligence process. To
comply with this we must ask for specific identifying information including Name,
Address and other information that will allow us to verify your identity.
Additionally, we may request other identifying documents in order to meet the
verification requirements.

The terms and conditions of this letter will expire August 1, 2017.



Thank you for the opportunity to consider financing this project. Please let me know if | can answer any
additional questions.

A
Best I?egards,

' (5iz«. (L JML/

E. Albers
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BOARD ACTION REQUEST
ASSET MANAGEMENT
APRIL 27, 2017

Presentation, discussion, and possible action regarding a material amendment to the Housing Tax
Credit (“HTC”) Application for Tuscany Park at Arcola (HTC #16105)

RECOMMENDED ACTION

WHEREAS, Tuscany Park at Arcola (the “Development”) received an award of 9%
Housing Tax Credits in 2016 to construct 96 new units in the City of Arcola in Fort
Bend County;

WHEREAS, the Applicant has requested approval for changes to the Application
including a modification to the plat map due to shifts in the site boundary and a
significant modification to the site plan that includes the relocation of the main
access to the Development, the addition of a detention pond, adjustments to the
location of the buildings, clubhouse, and amenities, and a reduction of the total
number of parking spaces;

WHEREAS, Board approval is required for a significant modification of the site
plan under 10 TAC §10.405(a)(4)(A), and the Applicant has complied with the
amendment requirements in 10 TAC §10.405(a); and

WHEREAS, the requested changes do not negatively affect the Development,
impact the viability of the transaction, impact the scoring of the application or affect
the amount of tax credits awarded;

NOW, therefore, it is hereby

RESOLVED, that the requested material application amendment for Tuscany Park
at Arcola is approved as presented to this meeting and the Executive Director and
his designees are each authorized, directed, and empowered to take all necessary
action to effectuate the foregoing.

BACKGROUND

Tuscany Park at Arcola was approved for a 9% HTC allocation during the 2016 competitive cycle to
construct 96 new multifamily units in the City of Arcola (“the City”) in Fort Bend County (“the
County”). The representative for the Applicant, Sarah Andre, submitted a request seeking approval
to modify the site boundary and the site plan.
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Ms. Andre explains that the design team encountered some City and site-specific requirements that
were not anticipated at the time of application. These requirements led to changes to the site
boundary and the site plan. Specifically, during the plat approval process, the City required the
minimum offset distance for the new street intersection on South Post Oak Road to be 400’ from
Highway 6. This changed the alignment of the north property line that was assumed during the
application phase. The City also required the land sellers to widen the dedicated Right-of-Way on
South Post Oak Road, which impacted the alignment of the property line along the road. In order to
keep the original nine acres (as committed in the application), the other two sides of the boundary
were adjusted accordingly. The revised plat remains at nine acres. A comparison of the original and
revised site boundary lines is included below.

Site Boundarv Lines
Blue line-original site boundary.
Red line-revised site boundary.

-

Also, in order to take advantage of the median cross from South Post Oak Road, and to facilitate the
access of vehicles coming from Highway 6, the main access to the Development was changed to
come from the new proposed road. The original main access is now considered a secondary access.

In addition, per City and County requirements, an on-site detention pond was added to manage
surface drainage. The site design then had to be reconfigured to accommodate the on-site detention
facilities. Changes were made to the positioning of the buildings, driveways, and sidewalks. The
clubhouse and amenities were centralized to permit easier access for all the residents. The number of
total parking spaces was reduced from 229 to 196 spaces, including 18 detached garages. The
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acreage, the density, the number of buildings, the number of detached garages, the number of units,
and the unit mix and sizes remain the same.

Ms. Andre states that the changes do not affect the development costs or impact the financing
amounts, sources, terms, or conditions. Additionally, the Owner’s explains that the need for the
proposed modifications was not reasonably foreseeable or preventable because they did not
anticipate the City and County requirements.

Staff has reviewed the original application, underwriting report and the information provided with
the amendment request and has concluded that the changes would not have adversely affected the
selection of the Application or its score. Further, staff has confirmed that and the changes have no
impact to the tax credit allocation at this time.

A comparison of the changes identified in the Applicant’s amendment request is summarized on the
following page:
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16105- Tuscany Park at Arcola
Material Amendment as defined in Tex. Gov’t Code §2306.6712 and 10 TAC §10.405(a)(4)

Original Amended
Site acreage = 9.00 acres Total Parking = 229 spaces Site acreage = 9.00 acres Total Parking = 197 spaces
Density = 10.7 units/acte Covered = 18 spaces Density = 10.7 units/acte Covered = 18 spaces
Uncovered = 201 spaces Uncovered = 169 spaces
6 residential buildings Clubhouse = 10 spaces 6 residential buildings Clubhouse = 10 spaces
96 units 96 units
80,800 Net Rentable Square Feet 80,800 Net Rentable Square Feet

Revised Site Plan

Application Site Plan
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Staff recommends approval of the changes presented herein.
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Arcola TP Partners, Ltd.

¢/o the NRP Group LLC -200 Concord Plaza, Suite 900 -San Antonio, TX 78216
Office 210-487-7878 -Fax 210-487-7880

February 3, 2017

Lucy Trevino

Asset Manager

Texas Department of Housing and Community Affairs
221 East 11th Street

Austin, TX 78701

Re: TDHCA # 16105 - Tuscany Park at Arcola
Dear Ms. Trevino,

During the design development of the Tuscany Park at Arcola, the design team
encountered some City and site-specific requirements that we did not anticipate at the
time of application, which has necessitated changes to the site boundary and the site
plan.

It is important to mention that none of the proposed changes affects the number of
points received by the application. The acreage, the number of units and the unit mix
and sizes remain the same.

Boundary changes:

* The City of Arcola during the plat approval process required the minimum offset
distance for the new street intersection on South Post Oak Road to be 400" from
Highway 6. This changed the alignment of the north property line that was
assumed during the application phase

* The City of Arcola also required the land sellers to widen the dedicated ROW on
South Post Oak Road. This impacted the alignment of the property line along the
road.

* In order to keep the original 9 acres, the other boundaries were adjusted as a
result of the required plat approval conditions. Please refer to attached
boundary survey and Exhibit A which overlays the original site boundary and
the revised site boundary.



Arcola TP Partners, Ltd.

¢/o the NRP Group LLC -200 Concord Plaza, Suite 900 -San Antonio, TX 78216
Office 210-487-7878 -Fax 210-487-7880

Site plan changes:

* In order to take advantage of the median cross from South Post Oak Rd, and to
facilitate the access of vehicles coming from Highway 6, the main access to the
development was changed to come from the new proposed road. The original
main access is now considered a secondary access. Please refer to the attached
site plan submitted at application and the revised site plan.

* An on-site detention pond was added to manage surface drainage per City and
County requirements. The original proposal from the land seller and purchase
agreement was to provide detention off site in a master pond, controlled by the
land seller. That was no longer an option once the seller began his platting
process thus we had to reconfigure our site design to provide our own on site
detention facilities.

* Adjustments to the building’s positions were made to provide space for the
detention pond.

* The clubhouse and amenities were centralized to permit easier access for all the
residents.

* The number of total parking spaces was reduced from 229 spaces to 173 to allow
room for the detention pond. This still meets all local code requirements as well
as TDHCA guidelines regarding parking. The new parking ratio is now 1.8
spaces per unit.

Additionally, minor changes were made to the positioning of buildings, driveways,
sidewalks, etc. and should be considered part of normal design adjustments and this
amendment request.

It should be noted that none of the design changes were made in an effort to reduce
costs or the functionality of the property.

Although we believe that the changes are not substantial, if you consider it necessary
for the notification to be approved by the Board we would like the amendment to be
considered on the March 234 board meeting.



Arcola TP Partners, Lid.

¢/o the NRP Group LLC -200 Concord Plaza, Suite 900 -San Antonio, TX 78216
Office 210-487-7878 - Fax 210-487-7880

Respectfully,

Arcola TP Partners, Ltd., a Texas limited partnership
By: Arcola General 96, LLC, a Texas limited liability company
By: East 43rd St. LLC, a Texas limited liability company, its
Sole Member

w52

Sarah André, Sole Member

cc. Raquel Morales.
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SURVEY RECEIVED 1-17-2017 Exhibit A

RESERVE ACRES sa. FT USE CURVE | RADIUS | DELTA ANGLE | ARC LENGTH CHORD BEARING | CHORD LENGTH
C1 125.00° | 42°49°50” 93.44° S 380841 E 91.28’
A 8.818 384,109 UNRESTRICTED c2 2070.00° | 21°38744” 782.02° N 52°16°01° E 777.37°
C3 25.00° 784717 34.38° N 80°50°18” E | 31.73
] SPACE /ACCESS i 1L i o .
B 0.1821 7,931 LANDSCAPE /OPEN / C4 485.00 11°44°19 99.37 N 653813” W | 99.19
c 2.904 126,495 COMMERCIAL C5 415.00° | 10°37728” 76.95° S 66'11'38” E 76.84°
D 0.1607 7,000 LANDSCAPE /OPEN SPACE/ACCESS C6 300.00° | 11°40°40” 61.14° N 5502'34” W | 61.04°
c7 308.40° | 22°'18°08”" 120.04° S 6021'18" E 119.29°
E 147 ,208 DETENTION /DRAINAGE PURPOSES i 08 ‘ 18 <
o1 224 / C8 395.00 11°43°38 80.85 N 65°38°34” W | 80.71
F LANDSCAPE /OPEN SPACE/ACCESS c9 25.00° 97°20°35" 42.47° N 11°0627° W | 37.55°
G LANDSCAPE /OPEN SPACE/ACCESS C10 2070.00° | 07°57°02” 287.24° S 3335'19°” W | 287.01° 99 99
ci1 2080.00° | 0823°11” 304.45° S 335511” W | 304.18
C12 25.00° 44°29°13" 19.41° N 37°32°08” W | 18.93 R ESER
C13 25.00° 52°5122" 23.06° N 11°08°09” E | 22.25° L E E
LINE | BEARING DISTANCE
PUBLIC ROAD RIGHT—OF—WAY L1 N 1643746 W 72.39° AND ASSOCIATES
2 N 59°33°36” W 108.84°
DDITIONAL ROW T—OF—WAY =l i
A RICH L3 N 71°37°52"° W 112.94 8601 RANCH ROAD 2222
S. POST OAK RD RIGHT-OF—WAY L4 N 76°3837° W 89.00° BUILDING I, SUITE 290
TOTAL 30.69 1,336,956 L5 N 71°58°29” W 117.47° AUSTIN, TX 78730
L6 N 7025 14° W 84.12°
= ; (512) 345-8477
t; g ??;S’gg” E gsgg, www.leeandassociates.net
TDHCA SUBMITTAL SURVEY Lo TN 71750257 W |~ 55.16
L10 | N 74°11°34” E 35.40°
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