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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
GOVERNING BOARD MEETING

AGENDA
9:00 AM
March 11, 2021

Meeting Location: In light of the March 13, 2020, disaster declaration by the Office of the Governor,
and the subsequent waivers of portions of Tex. Gov’t Code, Ch. 551*, this meeting of the TDHCA
Governing Board will be accessible to the public via the telephone and web link information, below.
In order to engage in two-way communication during the meeting, persons must first register (at no
cost) to attend the webinar via the link provided. Anyone who calls into the meeting without
registering online will not be able to ask questions or provide comments, but the meeting will still be
audible. A recording of the meeting will be made available to the public as soon as possible following
the meeting.

Governing Board Webinar registration:
https://attendee.gotowebinar.com/register/6928266171630811404

Dial-in number: +1 (631) 992-3221, access code 362-515-779 (persons who use the dial-in number
and access code without registering online will only be able to hear the Board meeting and will not
be able to ask questions or provide comments). Note, this meeting will be proceeding as a
videoconference under Tex. Gov’t Code §551.127, as modified by waiver.

If the GoToWebinar terminates prior to adjournment of the meeting (i.e. if the webinar session
“crashes”) the meeting will be recessed. A new link to the meeting will be posted immediately on
the TDHCA Board meetings web page (https://www.tdhca.state.tx.us/board/meetings.htm) along
with the time the meeting will resume. The time indicated to resume the meeting will be within six
hours of the interruption of the webinar. Please note that in this contingency, the original meeting
link will no longer function, and only the new link (posted on the TDHCA Board meetings web page)
will work to return to the meeting.

CALL TO ORDER
ROLL CALL Leo Vasquez, 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 liberty and justice for all.

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

Resolution Recognizing April as Fair Housing Month

* The list of Open Meeting laws subject to temporary suspension effective March 16, 2020, is available at:
https://www.texasattorneygeneral.qov/sites/default/files/images/admin/2020/Press/Open%20Meeting%20Laws%
20Subject%20t0%20Temporary%20Suspension.pdf



https://www.texasattorneygeneral.gov/sites/default/files/images/admin/2020/Press/Open%20Meeting%20Laws%20Subject%20to%20Temporary%20Suspension.pdf
https://www.texasattorneygeneral.gov/sites/default/files/images/admin/2020/Press/Open%20Meeting%20Laws%20Subject%20to%20Temporary%20Suspension.pdf
https://attendee.gotowebinar.com/register/6928266171630811404
https://www.tdhca.state.tx.us/board/meetings.htm

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 Tex. Gov’'t Code, Texas Open Meetings Act.
Action may be taken on any item on this agenda, regardless of how designated.

b)

d)

e)

f)

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

ASSET MANAGEMENT

Presentation, discussion, and possible action regarding a Material Amendment to the
Housing Tax Credit Land Use Restriction Agreement

02004 Williams Trace Apartments Cameron
03070 Bay Ranch Apartments Bay City
04018 Terrace Pines College Station
05164 Ridge Pointe Apartments Killeen

Presentation, discussion, and possible action regarding a Material Amendment to the
Housing Tax Credit Application

19410 Eisenhower I El Paso

Presentation, discussion, and possible action regarding a waiver of 10 TAC
§11.101(b)(4)(1) for Lago de Plata (HTC #19600)

Presentation, discussion, and possible action on loan modification for Mission Village
of Pecos (HOME #1002030)

MULTIFAMILY FINANCE

Presentation, discussion, and possible action regarding the issuance of Determination
Notices for 4% Housing Tax Credits

21406 Midpark Towers Dallas
21401 Cowan Place Fort Worth
20708 Copernicus Apartments San Antonio
20709 Watson Road San Antonio
RULES

Presentation, discussion, and possible action on an order adopting the repeal, and
new 10 TAC Chapter 2 Enforcement, Subchapter A General, Subchapter C
Administrative Penalties, and Subchapter D Debarment

CONSENT AGENDA REPORT ITEMS

ITEM 2: THE BOARD ACCEPTS THE FOLLOWING REPORTS:
Report on Activities Related to the Department’s Response to COVID-19 Pandemic

ACTION ITEMS

ITEM 3: EXECUTIVE
Executive Director’s Report

ITEM 4: INTERNAL AUDIT
Review and possible acceptance of the State Auditor’s Office audit of the TDHCA
Financial Statement

Rosalio Banuelos
Director of Asset
Management

Teresa Morales
Director of
Multifamily Bonds

Wendy Quackenbush
Director
of Compliance Monitoring

Brooke Boston
Deputy Director
of Programs

Bobby Wilkinson
Executive Director, TDHCA

State Auditor’s Office



b)

b)

b)

d)

Report on the meeting of the Internal Audit and Finance Committee

ITEM 5: DEPARTMENT OF POLICY & PUBLIC AFFAIRS
Media Analysis and Outreach Report January 2021

ITEM 6: SINGLE FAMILY & HOMELESS PROGRAMS

Presentation, discussion, and possible action on proposed amendments to 10 TAC
Chapter 7 Subchapter C, Section 7.33, Apportionment of ESG Funds, concerning the
Emergency Solutions Grants, and directing their publication for public comment in the
Texas Register

Presentation, discussion, and possible action on a transfer and change of final eligible
use for property purchased under the Neighborhood Stabilization Program to the City
of Dallas for creation and expansion of municipal parkland

ITEM 7: TEXAS HOMEOWNERSHIP

Housing Finance Activity Report

ITEM 8: BOND FINANCE

Presentation, discussion, and possible action on Resolution No. 21-017 authorizing
the filing of one or more applications for reservation with the Texas Bond Review
Board with respect to qualified mortgage bonds, authorizing state debt application,
and containing other provisions relating to the subject

Presentation, discussion, and possible action on Resolution No. 21-018 authorizing
the issuance, sale and delivery of Texas Department of Housing and Community
Affairs Residential Mortgage Revenue Bonds, Series 2021A and Residential Mortgage
Revenue Refunding Bonds, Series 2021B (Taxable), 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

Presentation, discussion, and possible action on Inducement Resolution No. 21-019
for Multifamily Housing Revenue Bonds Regarding Authorization for Filing
Applications for Private Activity Bond Authority

21610 Delafield Villas Dallas

Presentation, discussion, and possible action regarding the Issuance of Multifamily
Green Tax-Exempt Bonds (Green M-TEBS — Pineview at Grogan’s Mill Apartments)
Series 2021, Resolution No. 21-020, and a Determination Notice of Housing Tax
Credits

Presentation, discussion, and possible action regarding the Issuance of Multifamily
Green Tax-Exempt Bonds (Green M-TEBS — Ridgewood at Panther Creek
Apartments) Series 2021, Resolution No. 21-021, and a Determination Notice of
Housing Tax Credits

ITEM 9: MULTIFAMILY FINANCE

Presentation, discussion, and possible action on a Determination Notice for Housing
Tax Credits and an Award of Direct Loan Funds (#21407 Espero Austin at Rutland,
Austin)

Sharon Thomason
Chair of the Audit and
Finance Committee

Michael Lyttle
Director of
External Affairs

Abigail Versyp
Director of Single Family &
Homeless Programs

Abigail Versyp
Director of Single Family &
Homeless Programs

Cathy Gutierrez
Director of Texas
Homeownership

Monica Galuski

Director
of Bond Finance

Monica Galuski
Director
of Bond Finance

Teresa Morales
Director of
Multifamily Bonds

Marni Holloway
Director of
Multifamily Finance



b) Presentation, discussion, and possible action regarding the issuance of a Teresa Morales

Director of

Determination Notice for 4% Housing Tax Credits for Sandpiper Cove (#20705) in Multifamily Bonds
Galveston
ITEM 10: COMMUNITY AFFAIRS

a) Presentation, discussion, and possible action approving actions taken by the Executive Michael De Young

Director of
Community Affairs

Director, and authorizing the Executive Director to take further special actions to meet
the emergency needs of low-income Texans economically impacted by Winter Storm
Uri using federal funds administered by the Community Affairs Division

b) Presentation, discussion, and possible action on approval of the draft 2021
Department of Energy Weatherization Assistance Program state plan for public
comment

c) Presentation, discussion and possible action on the amendment of Community
Services Block Grant CARES Act discretionary contracts from the Texas Eviction
Diversion Pilot program to Community Services Block Grant CARES Act direct service
activities

d) Presentation, discussion, and possible action regarding termination of Galveston
County Community Action Council, Inc.’s Low Income Home Energy Assistance
Program Comprehensive Energy Assistance Program contracts and future funding;
award of 24.99% of the 2020 and CARES Act Comprehensive Energy Assistance
Program awards for the service area covered by Galveston County Community Action
Council, Inc., to temporary provider(s); and the authorization of staff to identify a
permanent provider(s), through release and subsequent award of a Request for
Application or through a direct designation, to administer the Comprehensive Energy
Assistance Program in Brazoria, Fort Bend, Galveston, and Wharton counties (the
areas served by Galveston County Community Action Council, Inc.)

e) Presentation, discussion, and possible action on initiation of proceedings to remove
the eligible entity status of Galveston County Community Action Council, Inc. and
terminate Community Services Block Grant contracts and future funding

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): Leo Vasg:‘?z
alr

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

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;

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;

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


jstremle
Highlight


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 11t 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 Nancy Dennis, at 512-475-3959 or Relay Texas at 1-800-735-2989, at least five 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 five days before the
meeting so that appropriate arrangements can be made.

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


http://www.tdhca.state.tx.us/
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION
MARCH 11, 2021

Presentation, discussion, and possible action regarding the issuance of a Determination Notice
for 4% Housing Tax Credits for Sandpiper Cove (#20705) in Galveston

RECOMMENDED ACTION

WHEREAS, an application for Sandpiper Cove, sponsored by The ITEX Group,
requesting 4% Housing Tax Credits (HTC) was submitted to the Department on
October 30, 2020;

WHEREAS, the Certification of Reservation from the Texas Bond Review Board was
issued on October 20, 2020, and will expire on April 18, 2021;

WHEREAS, the proposed issuer of the bonds is the Texas State Affordable Housing
Corporation;

WHEREAS, in accordance with 10 TAC §1.301(d)(1), the compliance history is
designated a Category 3 and deemed acceptable by Executive Award and Review
Advisory Committee (EARAC) with conditions as noted in Exhibit B; and

WHEREAS, EARAC recommends the issuance of a Determination Notice for
Sandpiper Cove;

NOW, therefore, it is hereby

RESOLVED, that the issuance of a Determination Notice of $1,721,660 in 4% HTC,
subject to underwriting conditions that may be applicable as found in the Real
Estate Analysis report posted to the Department’s website for Sandpiper Cove,
along with compliance conditions as noted Exhibit B, is hereby approved as
presented to this meeting.

BACKGROUND

General Information: The project proposes the acquisition and rehabilitation of 192 units located
at 3916 Winnie Street in Galveston, Galveston County. The multifamily development was
originally built in 1971, and a rehabilitation was completed after receiving an award of 9%
Housing Tax Credits (#70129) on December 19, 1990. The general population will continue to be
served and all of the units will be rent and income restricted at 60% of AMFI, which is consistent
with the existing restrictions in the Housing Tax Credit LURA. The Section 8 HAP contract is




expected to continue for all of the units as well. The Texas State Affordable Housing Corporation
is serving as the bond issuer.

The entire site is located in the 100-year floodplain. As part of the renovation, the applicant
proposes to build a 2,700 linear foot flood wall around the perimeter of the development. The
flood wall will be approximately one foot underground, and approximately six feet above ground
with approximately two fee of wrought iron fence on top to bring the wall height to eight feet.
There will be approximately eight (8) pedestrian gate openings and three (3) vehicle gate
openings, which would be closed off with flood gates ahead of a severe storm. Egress ladders
will be installed to allow resident evacuation out of the development once the flood wall has
been sealed shut. Since the community building is at the boundary line of the property, the flood
wall will terminate at each side of the building and flood gates would be installed to protect the
portion of the building that is not inside the flood wall. Additional information with respect to
the flood wall/gates can be found in the underwriting report attached hereto.

There are two Neighborhood Risk Factors (NRF) associated with Sandpiper Cove, relating to
poverty rate and blight, and an Undesirable Site Feature. Pursuant to the rule, if staff has
determined that sufficient mitigation under the rule was provided such that staff can find the site
eligible despite the presence of such factors, then a separate finding by the Board of eligibility is
not required. However, staff still believes the Board should be aware of these factors as it
considers an award and a description of each is included herein.

Poverty: The development is located in a census tract (246.00) that has a poverty rate of 57.4%,
according to the 2020 Site Demographic Characteristics Report, which exceeds the threshold of
40% allowed under 10 TAC §11.101(a)(3). The 2020 QAP allows for a resolution from the
Governing Body of the appropriate municipality or county that acknowledges the high poverty
rate and authorizes the development to move forward, to serve as acceptable mitigation for a
poverty rate that exceeds the threshold. A resolution from the City of Galveston has been
provided that meets the requirements of 10 TAC §11.101(a)(3)(D)(i).

Blight: The applicant disclosed that within 1,000 feet in proximity to Sandpiper Cove are two
structures that could be considered blight. The structures, an older home and small retail
building, appear to be vacant and have been boarded-up. The applicant noted that a dumpster
filled with construction debris is adjacent to the subject retail building, indicating that some work
has been occurring, and the home appears to have a notice from the City of Galveston posted on
the front door. The applicant believes that these structures are not characteristic of the
neighborhood, whose boundaries are defined as those of the census tract. Data obtained from
Neighborhood Scout by the applicant indicates that the general land use in the neighborhood
includes 37.8% single family homes and 59.6% multifamily, with 45.9% of the housing having
been built within the last 20 years. The applicant believes that while there are a limited number
of buildings that may be considered blight scattered throughout the neighborhood, the area is
generally maintained and there is evidence of repair and redevelopment. To illustrate this point,
the applicant identified three additional structures via Google Earth and visual inspection that
could have been considered blight, but these buildings have now been demolished and removed,



repair has been completed, or repair is in process. Staff believes this risk factor is sufficiently
mitigated and does not believe the two structures noted are of a nature and severity that should
render the site ineligible.

Undesirable Site Feature — High Voltage Transmission Line: The development site will be located
within 100 feet of an overhead high voltage transmission line, which violates 10 TAC
§11.101(a)(2)(D) of the 2020 QAP. The transmission line is located along the southern boundary
of the subject site. Pursuant to 10 TAC §11.101(a)(2) of the 2020 QAP, an exemption may be
granted for a rehabilitation development with ongoing and existing federal assistance from HUD,
USDA, or Veterans Affairs. The applicant has provided evidence that the existing property is
supported by financial and rental assistance from HUD. Staff recommends the exemption be
granted.

Organizational Structure: The Borrower is Galveston 3916 Winnie Street, LP, and includes the
entities and principals as illustrated in Exhibit A. The applicant’s portfolio is considered a
Category 3 and was approved by EARAC with conditions as noted in Exhibit B.

Public Comment: The Department has received letters of support from the following: Mayes
Middleton (State Representative); the U.S. Department of Housing and Urban Development (two
letters); Craig Brown (Mayor Pro Tem of the City of Galveston); Brian Maxwell (City Manager of
the City of Galveston); Anthony Brown (President, Board of Trustees with the Galveston
Independent School District); Jeffrey Sjostrom (President, Galveston Economic Development
Partnership); and Rev. Ray Pinard (Moody Methodist Church). The Department also received a
petition that was represented by the applicant to have been signed by residents who support the
proposed rehabilitation.

The Department received a letter of opposition from Ericka Bowman, of Texas Housers, on behalf
of the Tenants Council at Sandpiper Cove in Galveston. Eleven tenants expressed a desire to stop
the proposed rehabilitation of the project so that they may instead make a request to HUD for
safe living conditions. The tenants state that the property is damaged beyond minimum repair
and photographs of the present living conditions were provided, which reflect mold on the
ceilings and floors, water damage, and insect infestation. Also received in opposition is a letter
from Lone Star Legal Aid along with attachments as referenced therein.

Also worth noting is a pending law suit that was filed June 30, 2020 by the Sandpiper Residents
Association against HUD. HUD is the only defendant and the relief being sought is against HUD
— specifically to allow the residents to take their Housing Choice Vouchers and move elsewhere.
The property or the owners are not the subject of this suit. A copy of this law suit is included
herein as an exhibit referenced in the opposition letter from Lone Star Legal Aid.

All of the public comment received is included herein as Exhibit C.



EXHIBIT A



Galveston 3916 Winnie Street, LP
Owner
Mgr: ITEX Advisors, LLC

Galveston 3916 Winnie Street GP, LLC
0.01% General Partner
Megr: ITEX Advisors, LLC
Ability to exercise Control

TBD Syndicator
99.99% Member

ITEX Partners, LLC
70% Member
Mgr: The ITEX Group Management, LLC

Jeshurun Development, LLC
30% Member

The ITEX Group, LLC

80% Member ‘ ’

Christopher Akbari
20% Member

Raynold Richardson
100% Managing Member
Ability to exercise Control

Chris Akbari 2018 Family Dynasty Trust
70% Member

Christopher Akbari
30% Member

Christopher Akbari
Trustee

Co-Manager
Ability to exercise Control

Co-Manager

The ITEX Group Management, LLC

Ability to exercise Control

Mgr: The ITEX Group Management, LLC
Ability to exercise Control

\

Christopher A. Akbari The ITEX Group, LLC
50% Member 50% Member
Sole Manager

Ability to exercise Control

Mgr: ITEX Advisors, LLC
Ability to exercise Control

[

Mgr: The ITEX Group Management, LLC

ITEX Partners, LLC

The ITEX Group, LLC
80% Member

20% Member

|
Christopher A. Akbari

Chris Akbari 2018 Family Dynasty Trust
70% Member

Christopher Akbari
Trustee

Christopher A. Akbari
30% Member
Co-Manager

Ability to exercise Control

The ITEX Group Management, LLC
Co-Manager
Ability to exercise Control




EXHIBIT B

COMPLIANCE CONDITIONS

ITEX agrees to replace the existing management company, consultant, or management
personnel with another of its choosing, for any of their properties identified with new Events
of Noncompliance on any Audits notified from March 1, 2021 through December 31, 2022.

ITEX will hire a third party compliance auditor to review their existing portfolio on a quarterly
basis and have them provide reports and guidance to ITEX and independent reports to TDHCA
upon request, through December 31, 2022.

ITEX will hire a Director of Compliance and Asset Management at the corporate and
development level by July 1, 2021 to oversee the existing Affordable Housing Compliance
Department to ensure they continue to move forward on resolving compliance issues.

ITEX will actively engage with TDHCA compliance staff to use better processes and best
practices to reduce compliance issues through December 31, 2022.

Owner has designated the Senior Vice President of Property Management (until a new
Director of Compliance and Asset Management is hired) to receive Compliance
correspondence and provide timely responses to the Department on behalf of the proposed
Development and all other Developments subject to a TDHCA LURAs over which the Owner
has the power to exercise Control.

ITEX will require that at least on the of the following employees: VP of Operations, Compliance
Director, Compliance Auditor(s), Regional Manager(s), or Site Staff annually attend the
trainings listed and provide certifications to TDHCA upon request through December 31, 2022.

a. Housing Tax Credit Trainings sponsored by the Texas Apartment Association;
b. 1st Thursday Income Eligibility Training conducted by TDHCA;
c. Review one or more of the TDHCA Compliance Training Webinars:

i. 2012 Income and Rent Limits Webinar Video;
ii. 2012 Supportive Services Webinar Video;
iii.  Income Eligibility Presentation Video;
iv. 2013 Annual Owner’s Compliance Report (AOCR) Webinar Video;
v. Most current Tenant Selection Criteria Presentation;
vi.  Most current Affirmative Marketing Requirements Presentation;
vii.  Fair Housing Webinars (including but not limited to the 2017 FH Webinars)



REAL ESTATE ANALYSIS DIVISION

20705 Sandpiper Cove - Application Summary March 4, 2021

PROPERTY IDENTIFICATION RECOMMENDATION KEY PRINCIPALS / SPONSOR

Application # 20705 TDHCA Program Request Recommended
Development  |Sandpiper Cove LIHTC (4% Credit) $1,721,660 | $1,721,660 | $8,967/unit | $0.88

- * Christopher Akbari / ITEX Development, LLC (70% of Fee)
City / County Galveston / Galveston « Raynold Richardson / Jeshurun Development, LLC (30%)
Region/Area 6 / Urban
Population General
Set-Aside General
Activity Acquisition/Rehab (Built in 1971) Related Parties Contractor- Yes | Seller -

TYPICAL BUILDING ELEVATION/PHOTO UNIT DISTRIBUTION INCOME DISTRIBUTION

# Beds [ # Units | % Total || Income| # Units | % Total
- 0%|[ 30%
10 40%
92 50%
64 60%
24 b MR
" 100%| TOTAL

PRO FORMA FEASIBILITY INDICATORS
Pro Forma Underwritten Applicant's Pro Forma
Debt Coverage |@ 1.26|Expense Ratio  |@ 48.5%
Breakeven Occ. |@ 82.6%|Breakeven Rent $1,125
Average Rent $1,262 [B/E Rent Margin _[@ $137
Property Taxes $1,122/unit Exemption/PILOTl 0%
Total Expense $6,908/unit|Controllable | $3,399/unit

SITE PLAN MARKET FEASIBILITY INDICATORS
Gross Capture Rate (0% Maximum) |O 3.0%
Highest Unit Capture Rate N/A N/A N/A
Dominant Unit Cap. Rate N/A N/A N/A
ﬁ CHURCH ST Site Area: 7.07 Acres Premiums (160% Rents) N/A N/A
i e = e - - ; Rent Assisted Units 192| 100% Total Units
DEVELOPMENT COST SUMMARY
Costs Underwritten | TDHCA's Costs - Based on PCA
Avg.UnitSize |  821SF|  Density| 27.2/acre
Acquisition $88K/unit|  $16,627K
Building Cost | $61.66/SF| $51K/unit $9,714K
Hard Cost $76K/unit|  $14,393K
Total Cost $237K/unit| $45,102K
Developer Fee $5,248K| (25% Deferred)|  Paid Year: 5
Contractor Fee $2,015K| 30% Boost Yes
e eSS oo pesmemors/ ¢/ Wlsto worc [ s1oK] 0% |Fimshes/erture] s12x] 103
Building Shell | $22K| 29% [Amenities $3K| 4%
HVAC $12K| 16% |Total Exterior | $39K| 58%
Appliances $2K| 3% |Total Interior | $29K| 42%

20705 Sandpiper Cove Page 1 of 26 3/4/2021



CASH FLOW DEBT / GRANT FUNDS
Source [Term] Rate |  Amount [DCR

DEBT (Must Pay)
Source Term| Rate Amount | DCR
CitiBank - Tranche A 18/35 4.03%]| $20,500,000 [ 1.26

EQUITY / DEFERRED FEES

Source Amount
AHP $15,149,089
AHP - Federal Historic Equity $3,222,793
Foss - State Historic Equity $4,929,601
Galveston 3916 Winnie Street Developer, LLC $1,300,562
TOTAL EQUITY SOURCES $24,602,045
TOTAL DEBT SOURCES $20,500,000

TOTAL CAPITALIZATION]  $45,102,045

TOTAL DEBT (Must Pay) | $20,500,000 CASH FLOW DEBT / GRANTS [ $0 |

CONDITIONS

1 Receipt and acceptance before Determination Notice:
« Certification that the Owner will provide flood insurance coverage for the buildings and for the residents' personal property as long as the buildings remain in the floodplain.
2 Receipt and acceptance by Cost Certification:
a: Certification of comprehensive testing for asbestos ; that any appropriate abatement procedures were implemented; and that any remaining asbestos-containing materials are being
managed in accordance with an acceptable Operations and Maintenance (O&M) program.
b: Certification of comprehensive testing for lead-based paint; that any appropriate abatement procedures were implemented; and that any remaining lead-based paint is being
managed in accordance with an acceptable Operations and Maintenance (O&M) program.
c: Certification of comprehensive testing for mold; that any appropriate abatement procedures were implemented by a qualified abatement company; and that Mold, Moisture &
Minimization Plan has been implemented.
d: Certification that comprehensive soil and groundwater sampling and analysis was performed to determine the impact to the subject property from documented hazardous material
releases associated with transformers located at the subject property (as specified in the ESA), and that any recommended mitigation measures were fully implemented.
: If original plumbing is to remain in place, certification that testing for lead in the drinking water was performed, and that any recommended mitigation measures were fully implemented.

. Architect certification that a noise assessment was completed, and that all recommendations were implemented and the Development is compliant with HUD noise guidelines.

g: For any buildings remaining in the floodplain, documentation that flood insurance is in place at the property owner's expense covering both the buildings and the residents' personal
property; and certification from the owner that flood insurance for the buildings and for the residents' personal property will remain in force as long as the site remains a designated
floodplain.

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.

BOND RESERVATION / ISSUER AERIAL PHOTOGRAPH(s)
Issuer Texas State Affordable Housing Corporation
Expiration Date 4/18/2021
Bond Amount $37,500,000
BRB Priority Priority 3
Bond Structure Private Placement
% Financed with Tax-Exempt Bonds | 80.8%

RISK PROFILE

STRENGTHS/MITIGATING FACTORS
= 1100% of units covered under project-based HAP
contract at market rents
= |Gross Capture Rate of 3%
= |Existing occupied property poses no lease-up risk
= |Significant contingency
WEAKNESSES/RISKS
= |50 year old development may have less appeal
= |Older design limitations with all units (including 3, 4
and 5 bedroom floor plans) only having one
bathroom
= |Potential cost overruns if unknown rehabilitation issues
are present

AREA MAP

exas Oty

Ls Marcue

R
Hileheock 22

Gaypu Vista

T .’F.T—,s\vaslow

20705 Sandpiper Cove Page 2 of 26 3/4/2021



SN
- ‘\oU-_‘qu_q%\

o . L.
fé&f > Real Estate AnalysF Division
[ N 7% T Underwriting Report
B\ . March 4, 2021

::E::h\" .'r

DEVELOPMENT IDENTIFICATION

TDHCA Application #: 20705 Program(s): | 4% HTC

Sandpiper Cove

Address/Location: 3916 Winnie Street
City: Galveston County: Galveston Zip: 77550
Population: General Program Set-Aside: General Area: Urban
Activity: Acquisition/Rehab Building Type: Garden (Up to 4-story) Region: 6
Analysis Purpose: New Application - Initial Underwriting

ALLOCATION

REQUEST RECOMMENDATION
Interest Interest

TDHCA Program Amount Rate Amort Term Amount Rate Amort Term Lien
LIHTC (4% Credit) $1,721,660 $1,721,660

CONDITIONS
1 Receipt and acceptance before Determination Notice:

2

e Certification that the Owner will provide flood insurance coverage for the buildings and for the residents'
personal property as long as the buildings remain in the floodplain.

Receipt and acceptance by Cost Certification:

a: Certification of comprehensive testing for asbestos ; that any appropriate abatement procedures were
implemented; and that any remaining asbestos-containing materials are being managed in accordance with
an acceptable Operations and Maintenance (O&M) program.

b: Certification of comprehensive testing for lead-based paint; that any appropriate abatement procedures were
implemented; and that any remaining lead-based paint is being managed in accordance with an acceptable
Operations and Maintenance (O&M) program.

c: Certification of comprehensive testing for mold; that any appropriate abatement procedures were
implemented by a qualified abatement company; and that Mold, Moisture & Minimization Plan has been
implemented.

d: Certification that comprehensive soil and groundwater sampling and analysis was performed to determine the
impact to the subject property from documented hazardous material releases associated with transformers
located at the subject property (as specified in the ESA), and that any recommended mitigation measures were
fully implemented.

e: If original plumbing is to remain in place, certification that testing for lead in the drinking water was performed,
and that any recommended mitigation measures were fully implemented.

f:  Architect certification that a noise assessment was completed, and that all recommendations were
implemented and the Development is compliant with HUD noise guidelines.

g: For any buildings remaining in the floodplain, documentation that flood insurance is in place at the property
owner's expense covering both the buildings and the residents' personal property; and certification from the
owner that flood insurance for the buildings and for the residents' personal property will remain in force as long
as the site remains a designated floodplain.
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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.

SET-ASIDES

TDHCA SET-ASIDES for HTC LURA
Income Limit Rent Limit Number of Units
60% of AMI 60% of AMI 192

PROJECT SUMMARY

Renovation of an existing 192-unit, 2- story, garden style development built in 1971. Located on the northern part of
Galveston Island, subject is less than a quarter mile north of Hwy 87 where it transitions into IH 45, providing convenient
access to Houston and surrounding communities.

All 192 units are covered under an existing HAP contract that will be renewed based on updated market rents
concluded by a 6/19/2020 Rent Comparability Study prepared by Appraisal Unlimited, with confirmation that those
rents have been found acceptable by Southwest Housing Compliance Corporation (third party administrator).

The project is also expected to receive Federal and State Historic Tax Credits based on the following criteria:

* The District is locally significant under National Register Criterion A in the area of Community
Planning/Development as the first and only known example of Federal Housing Administration Section 221
(d)(3) private affordable housing in the City of Galveston dating to the mid-20th century period.

= The complex, originally called the Parkland Apartments, was developed from 1968-1970 by local developer,
Galveston Central Area Incorporated (GCA), in partnership with the Eliza and Harris Kempner Foundation, a local

non-profit organization.

= It was designed by Herbert Hudler Jr., a Galveston-based architect.

= Project was built to house low and moderate-income level family units, with preference given to
handicapped individuals, or single persons 62 years or older, or families displaced by government actions.

= It was a private sector response to the growing need for quality affordable family housing in Galveston at
a time when the City was experiencing a housing crisis and the local housing authority had ceased the
construction of housing complexes.

= The period of significance extends from 1968 to 1971.

Rehab scope of work is budgeted at $68K/unit. High occupancy will require temporary resident relocation during
renovation.

RISK PROFILE
STRENGTHS/MITIGATING FACTORS WEAKNESSES/RISKS
= [100% of units covered under project-based HAP = |50 year old development may have less appeal
contract at market rents

= |Gross Capture Rate of 3% = |Older design limitations with all units (including 3, 4
and 5 bedroom floor plans) only having one
bathroom

o |Existing occupied property poses no lease-up risk = |Potential cost overruns if unknown rehabilitation issues
are present

= |Significant contingency o
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DEVELOPMENT TEAM

PRIMARY CONTACTS

Name: Miranda Sprague Name:
Phone: (409) 853-3681 Phone:
Relationship: Applicant/Developer Relationship:

Michelle Harder
(409) 201-4462
Applicant/Developer

OWNERSHIP STRUCTURE

Galveston 3946 Winnis Strest, LF
Cwmer
Mgr: TEX Advisors, LLC

Galveston 3515 Winnie Street GF, LLC
0.01% Seneral Partner
Mgr: ITEX Adwisars, LLE
Ability to exercise Contr
T

ITEX Fartners, LLC
70% Member

Jeshurun Develcpment, LLC
30% Member
Mzr- The ITEX Group Management, LLC |

| The ITEX Group, LLC | | Christopher Akbari | Reyncid Richardson

20% Memoer 20% Member 100% Managing Memaer
| Ability to exercise Contral

TBD Syncicator
55 53% Member

Mpr: The TEX Groun Managament, LLC
Ability to exercise Control

l—|—|

Christopher & Akbari The TEX Group, LLT
50% Member 30% Member

Sole Manager

Apility to exercise Control

The MEX Group Management, LLC
Co-Manager
AEility to exercise Control

70% Memoer 30% Member
Ca-Manager
Ability to exercise Contro

‘ Chris Akbari 2018 Family Dynasty Trust ‘ Christopher Akbar

Ability to exercise Control

MEr: ITEX Advisors, LLC

Christopher Akbari
Trustes

Mgr: The ITEX Group Management, LLC

ITEX Fartners, LLC

The ITEX Growp, LLC
50% Membar

CRriztopher A ARDAN
20% Memaer

Chris Akbari 2018 Famify Dynasty Trust
70% Member

Christopher Akoeri
Trustes

Crristopher A. Akoari The ITEX Group Managsment, LLC
30% Member Co-Manager
Co-Manager

Ability to exercise Contro
Aility to exercise Contro

Sponsor, Developer, General Contractor and Cost Estimator are related entities.

ITEX has built a current portfolio of over 6,500 units encompassing over $800M in developments located in Texas,

Louisiana, Colorado and Arkansas. As part of their portfolio, they have been involved in the development of over

23 HTC properties in Texas.

For more information, visit itexgrp.com.
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DEVELOPMENT SUMMARY
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SITE PLAN

SITE PLAN SCHEMATIC

ﬁ CHURCH ST Site Area: 7.07 Acres

RESIDENTLOT 1 WINNIE ST {AV'E G) VISITOR LOTf RESIDENTLOT 2 KE)
65 SPACES 17 SPACES B5SPACES o m s e X/

Comments:

Site area is relatively flat with no on-site detention. Storm water flows into on-site inlets and catch basins with
underground piping connected to the municipal storm water management system. Entire site is located in the 100
year floodplain (Zone A).

There are 3 points of ingress/egress off of Winnie St. (Ave. G). The 2 resident lots have gated access while the
visitor/community center lot has open access. The 3 lots provide a total of 147 open surface spaces, available at no
charge to the residents. However, the parking ratio is only 0.8 spaces/unit.
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BUILDING PLAN (Typical)

Comments:

=
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Two-story, walk-up garden style buildings. Design does not have breezeways since buildings are not back loaded.
Two(2), three (3) and four (4) bedroom units are all non-rectangular. Ceiling height is 8 feet typical of this era
construction. Units do not have washer/dryer connections, but a laundry facility is located in the community center.

All units, including those with 3, 4 and 5 bedrooms, only have one (1) bathroom.

BUILDING ELEVATION (Typical)

Comments:
Built in 1971, subject is comprised of 24 two-story garden-style buildings with a stand-alone community center. All
buildings are wood-framed on reinforced concrete foundations with flat, built-up roofs. Exteriors are 85% brick veneer.

20705 Sandpiper Cove

Page 8 of 26

3/4/2021




RELOCATION PLAN

Renovation is expected to take approximately 15 months. Due to existing high occupancy and the scope of work, it
will be necessary to move some tenants off site. Residents will be moved off-site in Phases | and Ill to renovate those
entire buildings on time and within budget. This will allow tenants affected in Phases Il and IV to be moved directly
and permanently to a newly renovated unit on-site. Residents slated to be moved off-site will be provided a survey
well in advance of the start of the renovation to determine their needs, preferences and specific moving concerns
regarding their temporary relocation.

It is anticipated that approximately 25% of the residents will need to be temporarily moved off-site. All temporary
moves are anticipated to be for 4-6 months and all costs associated with the temporary moves will be covered by the
development.

The development entity will be responsible for providing benefits to any households who may become displaced as a
result of the project. However, no displacement is anticipated.
Sponsor has budgeted $768K ($4K/unit) to cover possible relocation expenses.

This budget assumes a pass through with respect to HAP funds for any apartment units leased for temporary
off-site housing resources and a minimal additional leasing cost per tenant to cover the costs associated with off-site
rental units.
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UNDESIRABLE SITE FEATURE(S)

¢ High voltage transmission line

Comments:

Pursuantto §11.101(a)(2) of the QAP, Applicant identified the presence of a high voltage transmission line with
centrifugal spun concrete support columns running along the southern boundary of the property along Winnie St. (Ave.
G).

The application requests an exemption based on the subject being a rehabilitation development with ongoing HUD
assistance. In conjunction, Applicant pointed out that the existing development is subject to a TDHCA land use
restriction agreement and has been subject to compliance requirements for the last 31 years. The Applicant went on
to state that they are "... unaware of any time during this period that the presence of these power lines caused any
kind of health or safety hazard for the tenants of Sandpiper Cove or was otherwise identified as a problem by TDHCA
compliance staff for any reason."

* 100% of site in Flood Zone A

Comments:

As part of the renovation, Applicant is going to build a 2,700 linear foot flood wall around the perimeter of the
development. The flood wall will be approximately one foot underground, and approximately six feet above ground
with approximately two feet of wrought iron fence on top to bring the wall height to eight feet. There will be
approximately eight (8) pedestrian gate openings and three (3) vehicle gate openings, which would be closed off
with flood gates ahead of a severe storm. Egress ladders will be installed to allow for resident evacuation out of the
development once the flood wall has been sealed shut. Since the community building is at the boundary line of the
property, the flood wall will terminate at each side of the building and flood gates would be installed to protect the
portion of the building that is not inside the flood wall.

In addition to the perimeter flood wall and gates, there will be shut offs to the existing on-site storm drains and manhole
covers will be placed over the drains ahead of severe storms to ensure no back flow will occur. To prevent flooding on
the property during excessive rain, there will be approximately eight sump pumps with emergency generators to run
them, allowing water to be relocated outside of the flood wall. Furthermore, an extensive and thorough Severe Storm
Plan will be implemented and provided to existing and new residents, and also provided to residents ahead of
expected severe storms that would result putting the plan into action.
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Since the development is receiving Historic credits, Applicant must receive Texas Historic Commission and National
Park Service approval in order to implement the flood wall and its components . The amendment request to both
entities will be filed to confirm approval.

Pursuant §11.101(a)(1) of the QAP, rehabilitation developments with existing and ongoing federal funding assistance
from HUD or USDA are exempt from the requirements imposed on new construction or reconstruction projects.

Since the site is in a flood zone, §11.302(g)(2)(B) requires that the Owner will provide flood insurance coverage for the
buildings and for the residents' personal property as long as the buildings remain in the floodplain.

BUILDING CONFIGURATION

Building Type 1 11 1.2 1.3 2 2.1 2.2 3 4 4.1 5.1 6.1 Total
Floors/Stories 2 2 2 2 2 2 2 2 2 2 2 2 Buildings
Number of Bldgs 4 2 1 1 5 1 1 1 5 1 1 1 24
Units per Bldg 12 12 12 12 8 8 8 4 4 4 2 10
Total Units 48 24 12 12 40 8 8 4 20 4 2 10 192
Avg. Unit Size (SF) 821 sf | Total NRA (SF) 157,552 | Common Area (SF)* 2,840
*Common Area Square Footage as specified on Architect Certification
SITE CONTROL INFO
Site Acreage: Development Site: 7.07 acres Density: 27.2  units/acre
Site Control: 7.066 Site Plan: 7.066 Appraisal: 7.066 ESA: 7.066
Control Type: Purchase and Sale Agreement Contract Expiration: 4/16/2021
Development Site: 7.07 acres Cost: $16,627,000 $86,599 per unit
Seller: Compass Pointe Apartments Texas, LLC
Buyer: ITEX Acquisitions, LLC

Assignee: Galveston 3916 Winnie Street GP, LLC

Related-Party Seller/Identity of Interest: No

Comments:

The original purchase price was $16,350,000. However, in the Third Amendment to the Purchase and Sale
Agreement, the price was increased by $277,000 to $16,627,000. The Third Amendment also extended the contract
expiration date from 12/31/20 to 4/16/21.

Seller likely increased the price due to the delay in closing as well as the pending increase in HAP rents that makes
the property more valuable.
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APPRAISED VALUE

Appraiser: Valbridge Property Advisors Date: 8/21/2020
Land as Vacant: 7.07 acres $1,920,000 Per Unit: $10,000

Existing Buildings: (as-is) $14,360,000 Per Unit: $74,792

Total Development: (as-is) $16,280,000 Per Unit: $84,792

Comments:

Land value was derived using the sales comparison approach. Five (5) comparable land sales were used in the
analysis ranging from 0.12 acres to 4.90 acres. Three (3) of the properties were single-family residential lots and two
(2) were industrial tracts. Adjustments were made for elapsed time from date of sale, location, size and floodplain
designation. At $10K/unit, concluded land value is higher than new construction developments recently
underwritten ($7.5K to $8.5K/unit). If more of a downward adjustment was made for subject land's higher acreage
while keeping total value constant, allocation to the buildings would increase. This would increase eligible basis
and the tax credit award. There would be no impact to the bonds.

Appraised value was derived using the income capitalization approach. Appraiser determined a 6.00% market
capitalization rate based on analysis of improved sales, the market, historic low interest rates and the subject, as
well as the consideration of any additional risk or benefit from the affordable restrictions. Ten (10) comparable
properties were used in the analysis. Three (3) out of the ten (10) comparable sales were restricted properties.
Nine (9) of the comparable properties were built from 1970 to 1981 and one (1) was built in 1940. Size ranged from
73 to 240 units.

The appraised value is based on the proposed increased HAP rents, which have been conditionally approved and
will take effect at Closing.
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SITE INFORMATION

Flood Zone: A Scattered Site? No

Zoning: Urban Neighborhood (UN) Within 100-yr floodplain? Yes

Re-Zoning Required? No Utilities at Site? Yes
Year Constructed: 1971 Title Issues? No

Current Uses of Subject Site:
192 unit general family development.

Surrounding Uses:

Subject is in a mixed-use area with vacant land and railroad tracks to the north, Wright Cuney Recreation Center
and single-family residences to the south, single-family residences and a cotton compress industrial building to the
east, and single-family residences between vacant industrial buildings to the west.

Other Observations:

Subject development is in the 100-year Floodplain and was built with slab-on grade. Surrounding single-family
residences were built with elevated pier and beam to mitigate flood potential.

HIGHLIGHTS of ENVIRONMENTAL REPORTS

Provider: Phase Engineering, Inc. Date: 3/6/2020

Recognized Environmental Conditions (RECs) and Other Concerns:

¢ |ndication of potential impact to the subject property as a result of past documented hazardous substance
release(s) from former transformers located at the subject property that may have contained PCBs.

¢ Asbestos containing materials.

* Lead-based paint.

¢ Recommended testing for lead in drinking water if original plumbing is to remain in place.

¢ Projected Day/Night Noise Level (DNL) of 72.4 decibels (dB) exceeds HUD threshold of 65 dB.

Comments:
Phase Engineering, Inc. stated that: "...additional appropriate investigation is necessary to detect the presence or
likely presence of hazardous materials and/or petroleum products at the subject property under conditions that
indicate an existing release or a material threat of a release. Further investigation including soil and groundwater

sampling and analysis would be necessary to determine likely impact to the subject property from documented
hazardous material releases associated with transformers located at the subject property."

Since the development was built in 1971, there is a likelihood that asbestos containing materials and lead-based
paint were used in construction. Report states that a separate asbestos inspection as well as a separate lead-
based paint inspection were being conducted. Applicant has budgeted $250K for asbestos abatement and $331K
for lead-based paint abatement.

Since the on-site buildings were constructed prior to 1986, testing for lead in the drinking water is recommended if
any of the existing plumbing systems are planned for use in future development of the subject property.

High DNL likely a result of proximity to Galveston Railway North and South located within 3,000 feet of subject
property.

A natural gas gathering pipeline operated by Wagner Oil Company traverses the northwest adjoining property
along with a sidetrack surface well and a plugged gas well. Also, a directional/ transmission line is indicated
traversing the subject property. However, these pipelines and wells do not pose any hazard concerns.
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MARKET ANALYSIS

Provider: Valbridge Date: 8/4/2020

Market Analyst calculates a Gross Capture Rate of 3%, which is below the 10% maximum. Underwriter reviewed the
market study for compliance. Capture rate limits do not apply to existing affordable housing that is at least 50%
occupied and that provides a leasing preference to existing tenants. The Subject property is covered by a Housing
Assistance Program contract, meaning that all households below the maximum income level are eligible. Subject is
currently 90% occupied.

OPERATING PRO FORMA

SUMMARY- AS UNDERWRITTEN (Applicant's Pro Forma)

NOI: $1,406,357 Avg. Rent: $1,262 Expense Ratio: 48.5%
Debt Service: $1,114,157 B/E Rent: $1,125 Controllable Expenses: $3,399
Net Cash Flow: $292,200 UW Occupancy: 92.5% Property Taxes/Unit: $1,122
Aggregate DCR: 1.26 B/E Occupancy: 82.6% Program Rent Year: 2020

All of the units are covered by a HAP contract. Applicant is seeking approval from HUD to terminate the existing
contract and renew under a 20 year Mark-Up-To-Market contract.

Applicant's Pro Forma rents are based on a 6/16/20 Rent Comparability Study (RCS) performed by Appraisals Unlimited.
Furthermore, concluded RCS rents were found to be acceptable by third party administrator Southwest Housing
Compliance Corporation (SHCC) as stated in their 8/11/20 letter submitted by Applicant.

Sponsor's Pro Forma reflects the anticipated increase in HAP rents outlined as follows:

Anticipated
Current Net Net HAP
Unit Type HAP Rent Rent Increase Variance
1BR/1BA $736 $915 $179 24%
2BR/1BA $995 $1,120 $125 13%
3BR/1BA $1,243 $1,390 $147 12%
4BR/1BA $1,312 $1,575 $263 20%
5BR/1BA $1,397 $1,970 $573 41%

Average Pro Forma rent based on the RCS is $108 higher than if the rents were only restricted by 60% AMI tax credit
rents.

Average RCS rents are also $108 higher than average rents concluded by Applicant's Market Study dated 8/04/20. If
those rents were used in the Pro Forma, DCR would drop to 1.07, indicating that the project would be infeasible.
However, HUD has typically approved conforming RCS concluded rents and these rents have also been found
acceptable by SHCC as stated above.

If the HAP contract was canceled and the development no longer had project-based rental assistance, the
underwriting analysis would have to be re-evaluated for feasibility and adjustment to the credit allocation could be
warranted.

Applicant provided a staffing plan budget of $1,088/unit that is consistent with other properties we have underwritten
so TDHCA's underwriting also used their estimate for payroll & payroll tax expense. Otherwise, TDHCA's analysis relied
heavily on historical operating expenses reported at the subject property.

Landlord paid water, sewer & trash expense was based on historical operations and is significantly higher than area
comparables ($963/unit vs. $708/unit). However, the renovation scope includes water saving fixtures, a new irrigation
system and a tenant water metering system which should reduce water expense.

Insurance expense is also significantly higher than area comparables ($1.21/sf vs. $0.86/sf) but includes flood coverage
since subject is in the 100 year floodplain.
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The Texas State Affordable Housing Corporation (TSAHC) is the Bond Issuer and has an annual Issuer Administration Fee
of 10 basis points. Applicant budgeted $22,500 as an operating expense based on 0.10% of the initial $22,500,000 in
bonds expected to be issued on this deal. However, TDHCA has reclassified the 10 basis point fee to be a component
of annual debt service.

Applicant also included TSAHC's annual Asset Oversight and Compliance Fee of $8,640 ($45/unit) as an annual
operating expense, TDHCA considers that fee a partnership expense and therefore removed it from operating
expenses.

Applicant's underwritten NOI is within 2.1% of TDHCA's estimate. Controllable expenses are comparable.

Lower than typical expense ratio is primarily facilitated by high RCS rents.

As presented, average rent with 1 month concession is $32 above break-even, but concessions should be unnecessary
since all units are covered under HAP contract.

Breakeven occupancy occurs with 33 units vacant (underwritten at 14).

Pro Forma exhibits feasibility for over 35 years with a permanent loan rate of 4.03% fixed. Rate could increase by 71
basis points (to 4.74%) before first year DCR would drop below the minimum 1.15 threshold.

As underwritten, long-term Pro Forma exhibits a 15 year residual cash flow of $4.8M after repayment of deferred
developer fee.

Related-Party Property Management Company: TBD

Revisions to Rent Schedule: | 0 | Revisions to Annual Operating Expenses: | 2 |
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DEVELOPMENT COST EVALUATION

SUMMARY- AS UNDERWRITTEN (TDHCA's Costs- Based on SCR)

Acquisition | $271,720/ac $86,599/unit $16,627,000 Contractor Fee $2,014,959
Off-site + Site Work $17,552/unit $3,369,912 Soft Cost + Financing $5,343,276
Building Cost $61.66/sf $50,595/unit $9,714,252 Developer Fee $5,248,230
Contingency 10.00% $6,815/unit $1,308,416 Reserves $1,476,000
Total Development Cost I $234,906/unit I $45,102,045 I Rehabilitation Cost I $68,095/unit
Qualified for 30% Basis Boost? Located in QCT with < 20% HTC units/HH

Acquisition:

Original Purchase and Sale Agreement (PSA) had a purchase price of $16,350,000. The contract has been
amended 3 times. The 1st Amendment recognizes the assignment from ITEX Acquisitions, LLC to Galveston 3916
Winnie Street GP, LLC, while the 2nd Amendment extended closing to 12/31/20. Finally, the 3rd Amendment
increased the purchase price by $277,000 to $16,627,000 and extended closing to 4/16/21.

Off-site:

Certified $10K ($52/unit) comprised of $2.5K for removal/replacement of concrete on top of curb over existing
storm drain inlet and $7.5K for connecting a 24" storm sewer line to that inlet.

Site Work:

Certified Site Work cost of $2.8M ($14.7K/unit) is comprised of $16K for fine grading (walks & asphalt preparation),
$330K for concrete (repair & replacement including ADA accessibility routes), $128K for paving (parking lot &
driveway repairs), $1.36M for on-site utilities and electrical (replace telecom utility lines, repair/unblock sewer lines,
new cold water supply lines and new main electrical distribution panel & wiring), $40K for bumper stops, striping &
signs, and $948K for construction of a flood wall around the perimeter of the property.

Budgeted amenity cost of $540K ($2.8K/unit) is comprised of $260K for landscaping, $130K for playground
equipment upgrades, $31K for fencing repairs and $119K for concrete trash enclosures, BBQ grills & picnic tables,
mail kiosk refurbishment and new gazebo.

Building Cost:

Pursuant to §11.302(e) of the QAP, TDHCA's underwritten costs are based on the estimates provided in the Scope
and Cost Review (SCR) for the proposed renovation scope of work.

Applicant's budgeted costs are also consistent with costs determined by the SCR provider.

Renovation must comply with Federal and State Historic guidelines. The following is an excerpt from the Historic
Preservation Certification Application:

"The rehabilitation of this property as described in the Historic Certification Application will meet the Secretary of
the Interior's Standards for Rehabilitation provided that the following condition(s) is/are met:

1. Community Center Floorplan: Details and evidence about past alterations to the floor plan In the community
center are needed to understand the impact of proposed revisions included in this application. Any walls that are
original to the building should be kept in place and minimally impacted by alterations.

2. Community Center Windows: The proposed window at the front elevation is inappropriate at such a prominent
location. There are presently alternate locations of windows that appear to be boarded up that may be used for
getting light into the community center .

3. Additions: The exterior cladding materials and detailing of the ADA additions should be very similar to (if not
match) the historic buildings. The historic buildings are simplistic, symmetrical, and experienced from all directions.
By detailing the additions to be similar to the existing buildings - with subtle variation - the visual impact of these
small additions will be minimized. Cladding details as well as final floor plans of the ADA addition revisions must be
submitted for review and approval."
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REHABILITATION COSTS /7 UNIT / % HARD COST

Site Work

$2,830,087

$14,740/unit

20%

Finishes/Fixtures

$2,758,459

$14,367/unit

19%

Building Shell

$4,162,030

$21,677/unit

29%

HVAC

$2,347,572

$12,227/unit

16%

Amenities

$539,825

$2,812/unit

4%

Appliances

$446,191

$2,324/unit

3%

Total Exterior

$7,531,942

$39,229/unit

58%

Total Interior

$5,552,222

$28,918/unit

42%

SCOPE & COST REVIEW

Provider:

Phase Engineering, Inc.

Date:

Site and Exterior renovations will include:

Off-Site Work
= Connect 24" storm sewer line to existing storm drain inlet
= Remove/replace concrete on top of curb over the inlet

Site & Amenity Improvements

= Sidewalk repair/replacement (including ADA accessibility routes)

= Parking lot & driveway repair

= Bumper stops, striping & signs

< New monument sign

= Replace telecom utility lines

¢ Repair/unblock sewer lines

= New cold water supply lines

< New main electrical distribution panel & wiring
= New floodwall around development perimeter
= Landscaping & new irrigation system

= Playground improvements

= Fencing repair/replacement

= New BBQ grills & picnic tables

< New concrete trash enclosures

= Maiil Kiosk refurbishment

< New gazebo

Community Building & Laundry Facility Renovation
= Interior/exterior painting

< New HVAC

= New hot water heating

= Replace plumbing

= New flooring

« Doors/windows

Building Envelope

= Brick pointing & minor repairs

= Siding & soffit repairs

= New exterior doors & hardware

« Lead-based paint abatement

= Exterior painting (all buildings)

= Repair metal stairs

= Roofing replacement (all buildings)
= Replace gutters, downspouts and splash blocks
= Install security system & cameras

= Install emergency lighting
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Interior renovations will include:
All units
= Asbestos abatement
= General drywall repairs
= Interior painting
< New interior doors & hardware
= New cabinets & countertops
= New appliances
= New flooring
< New ceramic tub surrounds
= New sinks, tubs, toilets, faucets and fixtures
< New hot and cold water plumbing pipes
= New bathroom exhaust fans
< New window coverings
= New HVAC air handlers & condenser units
< New thermostats
= Install water meters
< New water heaters
= New smoke/CO detectors
= New fire extinguishers
= Fire alarm system
= Fire suppression system
= Termite & pest control
= Convert/update selected units to current ADA standards
= Convert selected units to vision and hearing impaired units

Contingency:
Full 10% contingency is budgeted.
Soft Costs:
As expected on a rehab, A&E costs are lower than typical at $1.4K/unit, as are total soft costs at $10.8K/unit (only
4.59% of total development cost).
Reserves:
Sponsor's total capital reserves represent approximately 7 months of operating expenses and debt service.

No reserves are being transferred with the acquisition of the property.

Credit Allocation Supported by Costs:

Total Development Cost Adjusted Eligible Cost Credit Allocation Supported by Eligible Basis
$45,102,045 $40,223,781 $1,721,660
Related-Party Contractor: Yes
Related-Party Cost Estimator: Yes
Revisions to Development Cost Schedule: | 3 |
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UNDERWRITTEN CAPITALIZATION

BOND RESERVATION
Issuer Amount Reservation Date Priority
Texas State Affordable Housing Corporation $37,500,000 10/20/2020 Priority 3
Closing Deadline Bond Structure
4/18/2021 Private Placement
[Percent of Cost Financed by Tax-Exempt Bonds 80.8% |

Comments:

The tax exempt bonds are projected to finance approximately 81% of the aggregate basis of the development,
which significantly exceeds the minimum 50% requirement to qualify for 4% tax credits under IRC8§142.

TSAHC will charge an annual Asset Oversight and Compliance Fee of $8.6K ($45/unit).

Bonds will be privately placed.

INTERIM SOURCES
Funding Source Description Amount Rate LTC
CitiBank - Tranche A Tax Ex Bonds-Other Issuer $22,500,000 4.03% 50%
CitiBank - Tranche B Tax Ex Bonds-Other Issuer $8,000,000 2.95% 18%
CitiBank - Taxable Tranche C Conventional Loan $5,600,000 3.50% 13%
AHP HTC $3,029,818 $0.88 7%
Galveston 3916 Winnie Street Developer, LLC Deferred Developer Fee $5,488,342 0.00% 12%
$44,618,160 |  Total Sources

Comments:

The higher interim construction financing bridges the capitalization prior to when the remaining HTC equity, Federal

Historic Equity and State Historic Equity are funded.

PERMANENT SOURCES |
PROPOSED UNDERWRITTEN
Interest Interest
Debt Source Amount Rate Amort| Term Amount Rate Amort | Term LTC
CitiBank - Tranche A $20,500,000 | 4.03% 35 18 $20,500,000 | 4.03% 35 18 | 45%
| Total $20,500,000 $20,500,000
Comments:
Interim construction financing gets reduced by $15.6M before conversion through equity contributions.
TSAHC will charge a 10 basis point annual Bond Administration Fee.
PROPOSED UNDERWRITTEN
Equity & Deferred Fees Amount Rate | % Def Amount Rate % TC (% Def
AHP $15,149,089 | $0.88 $15,149,089 $0.88 34%
AHP - Federal Historic Equity $3,222,793 $3,222,793 7%
Foss - State Historic Equity $4,929,601 $4,929,601 11%
Galveston 3916 Winnie Street Developer, LLC $1,300,561 24.78% $1,300,562 2.88%|24.78%
| Total $24,602,045 $24,602,045
$45,102,045 | Total Sources |

Comments:

Project qualifies for Federal and State Historic Tax Credits. Applicant has received the requisite Part 1 and 2
approvals for the proposed building renovations. Part 1 and 2 approvals for the addition of the perimeter flood
wall are pending. The final Part 3 approval remains, but cannot be granted until after all project renovations are

completed.

The Federal Historic Equity proceeds of $3,222,793 have been excluded from eligible basis.
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Credit Price Sensitivity based on current capital structure |

$0.955[Maximum Credit Price before the Development is oversourced and allocation is limited

$0.651[Minimum Credit Price below which the Development would be characterized as infeasible

[Revisions to Sources Schedule: | 3 |

CONCLUSIONS

Recommended Financing Structure:

Gap Analysis:
Total Development Cost $45,102,045
Permanent Sources (debt + non-HTC equity) $28,652,394
Gap in Permanent Financing $16,449,651
Possible Tax Credit Allocations: Equity Proceeds Annual Credits
Determined by Eligible Basis $15,149,089 $1,721,660
Needed to Balance Sources & Uses $16,449,651 $1,869,466
Requested by Applicant $15,149,089 $1,721,660
RECOMMENDATION
Equity Proceeds Annual Credits
Tax Credit AIIocation| $15,149,089 $1,721,660
Deferred Developer Fee $1,300,562 (24.78% deferred)
Repayable in 5 year
Comments:

Credit allocation is limited to $1,721,660 as requested by Applicant.

Applicant's original credit request was calculated using an applicable percentage of 3.23% under the 2020
guidelines. The application schedules have since been revised pursuant to the Consolidated Appropriations Act for
2021, under Section 42(b)(3), whereby the applicable percentage for LIHTC allocations made after Dec. 31, 2020,
shall not be less than 4%.

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

Sandpiper Cove, Galveston, 4% HTC #20705

LOCATION DATA UNIT DISTRIBUTION 60% Average Income Pro Forma ASSUMPTIONS

CITY: Galveston #Beds | # Units | % Total | Assisted] MDL Income # Units | % Total Revenue Growth 2.00%

COUNTY: Galveston Eff - 0.0% 0 0 20% - 0.0% Expense Growth 3.00%

Area Median Income $78,800 1 10 5.2% 10 0 30% - 0.0% Basis Adjust 130%

PROGRAM REGION: 6 2 92 | 47.9% 92 0 40% - 0.0% Applicable Fraction 100%

PROGRAM RENT YEAR: 2020 3 64 | 33.3% 64 0 50% - 0.0% APP % Acquisition 4.00%

4 24| 12.5% 24 0 60% 192 | 100.0% APP % Construction 4.00%

5 2 1.0% 2 0 70% - 0.0% Average Unit Size 821 sf

80% - 0.0%
MR - 0.0%
TOTAL| 192 | 100.0% | 192 | - TOTAL 192 | 100.0%
UNIT MIX/ MONTHLY RENT SCHEDULE
RENT ASSISTED APPLICABLE PROGRAM APPLICANT'S TDHCA
HTC UNIT UNIT MIX RENT PRO FORMA RENTS PRO FORMA RENTS MARKET RENTS
Max Net Total Total Delta
Gross Gross # # # Gross Utility Program | Deltato Net Rent | Monthly Monthly | Rentper | Rent to Mkt

Type Rent Type Rent Units Beds Baths NRA Rent Allow Rent Max Rent psf | per Unit Rent Rent Unit psf Max Underwritten Analyst
TC 60% $887| Section 8 $999 9 1 1.0 576 $999 $84 $915 $0 $1.59 $915 $8,235 $8,235 $915 | $1.59 $0 $700 $1.22 $700
TC 60% $887| Section 8 $999 1 1 1.0 675 $999 $84 $915 $0 $1.36 $915 $915 $915 $915 | $1.36 $0 $700 [ $1.04 $700
TC 60% $1,065| Section 8 $1,242 87 2 1.0 720 $1,242 $122 $1,120 $0 $1.56 $1,120 $97,440 $97,440 $1,120 | $1.56 $0 $1,030 $1.43 $1,030
TC 60% $1,065| Section 8 $1,242 5 2 1.0 742 $1,242 $122 $1,120 $0 $1.51 $1,120 $5,600 $5,600 $1,120 | $1.51 $0 $1,030 | $1.39 $1,030
TC 60% $1,230| Section 8 $1,510 61 3 1.0 904 $1,510 $120 $1,390 $0 $1.54 $1,390 $84,790 $84,790 $1,390 | $1.54 $0 $1,260 $1.39 $1,260
TC 60% $1,230| Section 8 $1,510 3 3 1.0 943 $1,510 $120 $1,390 $0 $1.47 $1,390 $4,170 $4,170 $1,390 | $1.47 $0 $1,260 | $1.34 $1,260
TC 60% $1,372| Section 8 $1,745 23 4 1.0 1,038 $1,745 $170 $1,575 $0 $1.52 $1,575 $36,225 $36,225 $1,575 | $1.52 $0 $1,485 $1.43 $1,485
TC 60% $1,372| Section 8 $1,745 1 4 1.0 1,140 $1,745 $170 $1,575 $0 $1.38 $1,575 $1,575 $1,575 $1,575 | $1.38 $0 $1,485 $1.30 $1,485
TC 60% $1,514| Section 8 $1,791 1 5 1.0 1,129 $1,791 $91 $1,700 $0 $1.51 $1,700 $1,700 $1,700 $1,700 | $1.51 $0 $1,790 $1.59 $1,790
TC 60% $1,514| Section 8 $1,791 1 5 1.0 1,227 $1,791 $91 $1,700 $0 $1.39 $1,700 $1,700 $1,700 $1,700 | $1.39 $0 $1,790 | $1.46 $1,790
TOTALS/AVERAGES: 192 157,552 $0 $1.54 $1,262 | $242,350 | $242,350 | $1,262 $1.54 $0 $1,154 $1.41 $1,154

ANNUAL POTENTIAL GROSS RENT: $2,908,200 | $2,908,200
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STABILIZED PRO FORMA

Sandpiper Cove, Galveston, 4% HTC #20705

STABILIZED FIRST YEAR PRO FORMA

COMPARABLES APPLICANT TDHCA VARIANCE
Expense Rolling 12 Mos.
Database Comps 8/31/19 to 8/31/20 % EGI Per SF Per Unit Amount Amount Per Unit Per SF % EGI % $

POTENTIAL GROSS RENT $1.54 $1,262 | $2,908,200 | $2,908,200 $1,262 | $1.54 0.0% $0
Laundry, Vending, Pet Fees, Late Fees $20.00 $46,080
Total Secondary Income $20.00 $46,080 $20.00 | 0.0% $0
POTENTIAL GROSS INCOME $2,954,280 | $2,954,280 0.0% $0

Vacancy & Collection Loss 7.5% PGI (221,571) (221,571) 7.5% PGI| 0.0% -

Rental Concessions - - 0.0% -
EFFECTIVE GROSS INCOME $2,732,709 |$2,732,709 0.0% $0
General & Administrative $79,019 | s412/Unit $63,412 | $330/Unit $98,427 | $513/Unit 2.32% $0.40 $330 $63,429 $63,412 $330 $0.40 2.32% 0.0% 17
Management $78,672 | 5.1% EGI $75,498 | 2.8% EGI $61,648 | 2.3% EGI 5.00% $0.87 $712 $136,635] $136,635 $712 $0.87 5.00% 0.0% -
Payroll & Payroll Tax $259,961 | $1,354/Unit $248,161 | $1,293/Unit $143,108 [ $745/unit 7.65% $1.33 $1,088 $208,940] $208,940 $1,088 | $1.33 7.65% 0.0% -
Repairs & Maintenance $141,707 | $738/Unit $165,566 | $862/Unit $184,326 | $960/Unit 5.13% $0.89 $729 $140,061] $124,800 $650 $0.79 4.57% 12.2% 15,261
Electric/Gas $41,031 | $214/Unit $35,188 | $183/Unit $54,262 | $283/unit |  1.99% $0.34 $283 $54,262 $54,262 $283 [ $0.34 1.99% 0.0% -
Water, Sewer, & Trash $120,521 | $628/Unit $134,996 | $703/Unit $185,847 | $968/Unit 6.80% $1.18 $968 $185,849] $185,847 $968 $1.18 6.80% 0.0% 2
Property Insurance $76,584 | $0.49 /st $135,363 | $0.86 /sf $191,094 | s$1.21/sf 6.99% $1.21 $995 $191,094] $191,094 $995 |  $1.21 6.99% 0.0% -
Property Tax (@100%)  2.261973 $146,787 | $765/Unit $81,936 | $427/uUnit $65,760 | $343/Unit 7.89% $1.37 $1,122 $215,514] $259,655 $1,352 | $1.65 9.50% -17.0% (44,141)
Reserve for Replacements 2.11% $0.37 $300 $57,600 $57,600 $300 $0.37 2.11% 0.0% -
Cable TV 0.00% $0.00 $0 $0 $0 $0 [ $0.00 0.00% 0.0% -
Supportive Services 0.18% $0.03 $26 $5,000 $5,000 $26 | $0.03 0.18% 0.0% -
TDHCA Compliance fees ($40/HTC unit) 0.28% $0.05 $40 $7,680 $7,680 $40 | $0.05 0.28% 0.0% -
Bond Trustee Fees 0.18% $0.03 $26 $5,000 $5,000 $26 $0.03 0.18% 0.0% -
Security 2.02% $0.35 $288 $55,288 $55,288 $288 $0.35 2.02% 0.0% -
Issuer Admin Fee 0.00% $0.00 30 $0 $0 $0 [ $0.00 0.00% 0.0% -
TSAHC Fees 0.00% $0.00 $0 $0 $0 $0 [ $0.00 0.00% 0.0% -
TOTAL EXPENSES 48.54% $8.42 $6,908| $1,326,352 |$1,355,213 $7,058 | $8.60 49.59% -2.1%| $  (28,861)
NET OPERATING INCOME ("NOI") 51.46% $8.93 $7,325| $1,406,357 | $1,377,496 $7,174 | $8.74 50.41% 21%|$ 28,861
ICONTROLLABLE EXPENSES $3,399/Unit $3,319/Unit
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CAPITALIZATION / TOTAL DEVELOPMENT BUDGET / ITEMIZED BASIS

Sandpiper Cove, Galveston, 4% HTC #20705

DEBT / GRANT SOURCES

APPLICANT'S PROPOSED DEBT/GRANT STRUCTURE

AS UNDERWRITTEN DEBT/GRANT STRUCTURE

Cumulative DCR Cumulative
DEBT (Must Pay) Fee uw App Pmt Rate Amort Term Principal Principal Term Amort Rate Pmt DCR LTC
CitiBank - Tranche A 0.10% 1.26 1.29 1,093,657 4.03% 35 18 $20,500,000 | $20,500,000 18 35 4.03% $1,114,157 1.26 45.5%
$1,093,657 TOTAL DEBT / GRANT SOURCES| $20,500,000 | $20,500,000 TOTAL DEBT SERVICE| $1,114,157 1.26 45.5%
INET CASH FLOW $283,839 $312,700 | APPLICANT NET OPERATING INCOME $1,406,357 | $292,200 [NET CASH FLOW
EQUITY SOURCES
APPLICANT'S PROPOSED EQUITY STRUCTURE AS UNDERWRITTEN EQUITY STRUCTURE
Annual Credit Credit Annual Credits
EQUITY / DEFERRED FEES DESCRIPTION % Cost Credit Price Amount Amount Price Annual Credit % Cost per Unit Allocation Method
AHP LIHTC Equity 33.6%| $1,721,660 0.88 $15,149,089 | $15,149,089 $0.88 $1,721,660 33.6% $8,967 Applicant Request
AHP - Federal Historic Equity 7.1% $3,222,793 | $3,222,793 7.1%
Foss - State Historic Equity 10.9% $4,929,601 | $4,929,601 10.9%
Galveston 3916 Winnie Street Developer, LL{Deferred Developer Fees 2.9% (24.8% Deferred) $1,300,561 | $1,300,562 (24.8% Deferred) 2.9%| Total Developer Fee: |  $5,248,230
Additional (Excess) Funds Req'd 0.0% $0 0.0%)
TOTAL EQUITY SOURCES 54.5% $24,602,045 | $24,602,045 54.5%
TOTAL CAPITALIZATION | $45,102,045 | $45,102,045 | 15-Yr Cash Flow after Deferred Fee:|  $4,789,013
DEVELOPMENT COST / ITEMIZED BASIS
APPLICANT COST / BASIS ITEMS TDHCA COST / BASIS ITEMS COST VARIANCE
Eligible Basis Eligible Basis
New Const. New Const.
Acquisition Rehab Total Costs Total Costs Rehab Acquisition % $
Land Acquisition $10,213 / Unit| $1,960,924 | $1,920,000 [$10,000 / Unit 2.1% $40,924
Building Acquisition $14,666,076 $76,386 / Unit| $14,666,076 | $14,707,000 [$76,599 / Unit $14,666,076 -0.3% ($40,924)
Off-Sites $0 $52 / Unit $10,000 $10,000 |$52 / Unit $0 0.0% $0
Site Work $2,820,087 $14,688 / Unit| $2,820,087 | $2,820,087 [$14,688 / Unit $2,820,087 0.0% $0
Site Amenities $539,825 $2,812 / Unit $539,825 $539,825 |$2,812 / Unit $539,825 0.0% $0
Building Cost $9,714,252 $61.66 /sf $50,595/Unit|  $9,714,252 $9,714,252 |$50,595/Unit  [$61.66 /sf $9,714,252 0.0% $0
Contingency $1,307,416 |10.00% 10.00%| $1,308,416 $1,308,416 |10.00% 10.00%| $1,307,416 0.0% $0
Contractor Fees $2,013,419 |14.00% 14.00%| $2,014,959 $2,014,959 |14.00% 14.00%| $2,013,419 0.0% $0
Soft Costs 0| $1,294,418 $10,794 / Unit| $2,072,418 $2,072,418 [$10,794 / Unit $1,294,418 $0 0.0% $0
Financing 0| $2,621,708 $17,036 / Unit| $3,270,858 | $3,270,858 |$17,036 / Unit $2,621,708 $0 0.0% $0
Developer Fee $2,199,911| $3,046,669 |15.00% 15.00%| $5,248,230 | $5,248,230 |15.00% 15.00%| $3,046,669 | $2,199,911 0.0% $0
Reserves 7 Months|  $1,476,000 | $1,476,000 |7 Months 0.0% $0
TOTAL HOUSING DEVELOPMENT COST (UNADJUSTED BASIS)| $16,865,987 | $23,357,794 $234,906 / Unit| $45,102,045 | $45,102,045 |$234,906 / Unit $23,357,794 | $16,865,987 0.0% $0
Acquisition Cost $0 $0
Contingency $0 $0
Contractor's Fee $0 $0
Financing Cost $0
Developer Fee $0 ($0) $0
Reserves $0
ADJUSTED BASIS / COST] $16,865,987 | $23,357,794 $234,906/unit| $45,102,045 | $45,102,045 |$234,906/unit $23,357,794 | $16,865,987 0.0% $0
TOTAL HOUSING DEVELOPMENT COSTS BASED ON 3RD PARTY SCR/CNAI $45,102,045 I
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CAPITALIZATION / DEVELOPMENT COST BUDGET / ITEMIZED BASIS ITEMS

Sandpiper Cove, Galveston, 4% HTC #20705

CREDIT CALCULATION ON QUALIFIED BASIS

Applicant TDHCA
Construction Construction
Acquisition Rehabilitation Acquisition Rehabilitation
ADJUSTED BASIS $16,865,987 $23,357,794 $16,865,987 $23,357,794
Deduction of Federal Grants $0 ($3,222,793) $0 ($3,222,793)
TOTAL ELIGIBLE BASIS $16,865,987 $20,135,001] $16,865,987 $20,135,001
High Cost Area Adjustment 130%) 130%)
TOTAL ADJUSTED BASIS $16,865,987 $26,175,501 $16,865,987 $26,175,501
Applicable Fraction 100.00% 100.00% 100.00% 100.00%
TOTAL QUALIFIED BASIS $16,865,987 $26,175,501 $16,865,987 $26,175,501
Applicable Percentage 4.00% 4.00% 4.00% 4.00%
ANNUAL CREDIT ON BASIS $674,639 $1,047,020 $674,639 $1,047,020
CREDITS ON QUALIFIED BASIS $1,721,660 $1,721,660

ANNUAL CREDIT CALCULATION BASED

FINAL ANNUAL LIHTC ALLOCATION

ON TDHCA BASIS Credit Price  $0.8799 Variance to Request
Method Annual Credits Proceeds Credit Allocation Credits Proceeds
Eligible Basis $1,721,660 $15,149,089
Needed to Fill Gap $1,869,466 $16,449,651
Applicant Request $1,721,660 $15,149,089 $1,721,660 $0 $0
50% Test for Bond Financing for 4% Tax Credits
Tax-Exempt Bond Amount $30,500,000 Percent Financed by Applicant TDHCA
Applicant | TDHCA AR EeGs 80.8% 80.8%
Land Cost $1,960,924 | $1,920,000
Depreciable Bldg Cost $35,767,741 |  $35,808,665 amount aggregate basis can |  $23,271,335 |  $23,271,335
Aggregate Basis for 50% Test $37,728,665 | $37.728,665 increase before 50% test fails| g 79, 61.7%
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Long-Term Pro Forma

Sandpiper Cove, Galveston, 4% HTC #20705

Growth
Rate Year 1 Year 2 Year 3 Year 4 Year 5 Year 10 Year 15 Year 20 Year 25 Year 30 Year 35

EFFECTIVE GROSS INCOME 2.00% $2,732,709 | $2,787,363 | $2,843,110 | $2,899,973 | $2,957,972 | $3,265,840 | $3,605,751 | $3,981,041 | $4,395,391 | $4,852,867 | $5,357,957
TOTAL EXPENSES 3.00% $1,326,352 | $1,364,777 | $1,404,326 | $1,445,035| $1,486,936 | $1,715,603 | $1,979,841 | $2,285,228 | $2,638,219 | $3,046,289 | $3,518,092
NET OPERATING INCOME ("NOI") $1,406,357 | $1,422,587 | $1,438,784 | $1,454,938 | $1,471,037 | $1,550,237 | $1,625,910 | $1,695,813 | $1,757,172 | $1,806,577 | $1,839,865
EXPENSE/INCOME RATIO 48.5% 49.0% 49.4% 49.8% 50.3% 52.5% 54.9% 57.4% 60.0% 62.8% 65.7%
MUST -PAY DEBT SERVICE

TOTAL DEBT SERVICE $1,114,157 | $1,113,884 | $1,113,601 | $1,113,305 | $1,112,998 | $1,111,261 | $1,109,136 | $1,106,538 | $1,103,362 | $1,099,477 | $1,094,727
DEBT COVERAGE RATIO 1.26 1.28 1.29 1.31 1.32 1.40 1.47 1.53 1.59 1.64 1.68
ANNUAL CASH FLOW $292,200 $308,702 $325,183 $341,633 $358,039 $438,977 $516,774 $589,275 $653,810 $707,100 $745,138
Deferred Developer Fee Balance $1,008,363 $699,660 $374,477 $32,844 $0 $0 $0 $0 $0 $0 $0
CUMULATIVE NET CASH FLOW $0 $0 $0 $0 $325,194 | $2,359,084 | $4,789,013 | $7,592,996 | $10,736,768 | $14,170,930 | $17,827,550
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MAYES MIDDLETON
*

STATE REPRESENTATIVE = DISTRICT 23

January 22, 2021

Leo Vasquez, Chair

Texas Department of Housing & Community Affairs
221 E. 11th Street

Austin, Texas 78701

Re: Sandpiper Cove 3916 Winnie Street, Galveston, Texas 77550 Letter of Suppott for the LIHTC. Funding

Dear Mr. Vasquez,

This letter is to express my support for a 4% Low-Income Housing Tax Credit application with
the Texas Department of Housing and Community Affaits (TDHCA) for the rehabilitation of
Sandpiper Cove Apartments. Sandpiper Cove, located at 3916 Winnie Street, Galveston, Texas,
is a I92-unit Project-Based Voucher Section 8 development for low-income family population.
The multi-family development was built in 1969 and is comptised of 1, 2, 34 and 5 bedroom
units.

Leading the redevelopment plans for Sandpipet Cove is a collaborative effort between The ITEX
Group, Jeshutun Development and ]. Allen Management Company. The patrtnership plans to
rehabilitate the development, which has fallen into disrepair, as evidenced by Sandpiper Cove's
most recent HUD Real Estate Assessment Center failing inspection score of 33 out of 100 in
May 2019. Dilapidated buildings, health and safety issues, and crme are a few of the many
concerns regarding the current condition of the development.

The ITEX Group, Jeshurun Development and J. Allen Management Company have partnered on
a number of multifamily housing developments in an effort to preserve and maintain affordable
housing options across Texas, with plans to do the same for Sandpiper Cove.

The proposed rehabilitation has gatnered the support of the cominunity and serves some of the
most vulnerable populations in Galveston and the county more btoadly. For these reasons, I am
in full support of the application for funding. | '

Sincerely,

My M IS—

Mayes Middleton _
Texas State Representative
House District 23

CAPITOL OFFICE: P.O. BOX 2910 «» AUSTIN, TEXAS 78768-2910 = (512) 463-0502 » FAX (512) 936-4260
GALVESTON: 2101 MECHANIC STREET, SUITE 245 » GALVESTON, TEXAS 77550
WALLISVILLE: 20136 B I-10, WALLISVILLE, TEXAS 77597 « (MAIL) PO, BOX 15, WALLISVILLE, TEXAS 77597

MAYES.MIDDLETON@HOUSE. TEXAS.GOV
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City of Galveston

October 1, 2020

Mr. David Long

President

Texas State Affordable Housing Corporation
2200 E. MLK Jr. Blvd.

Austin, Texas 78702

Re: Sandpiper Cove Support
Dear Mr. Long,

This letter is to express my support for a bond allocation from the Texas State Affordable
Housing Corporation (TSAHC) for the rehabilitation of Sandpiper Cove Apartments. Sandpiper
Cove, located at 3916 Winnie Street, Galveston, Texas, is a 192-unit Project-Based Voucher
Section 8 development for a low-income family population. The multi-family development was
built in 1969 and is comprised of 1,2,3,4 and 5 bedroom units.

Leading the redevelopment plans for Sandpiper Cove is a collaborative effort between The ITEX
Group, Jeshurun Deveclopment and J. Allen Management Company. The partnership plans to
rehabilitate the development, which has fallen into disrepair, as evidenced by Sandpiper Cove's
most recent HUD Real Estate Assessment Center failing inspection score of 33 out of 100 in
May 2019. Dilapidated buildings, health and safety issues, and crime are a few of the many
concerns regarding the current condition of the development. The proposed request for financing
by the partnership will be utilized to bring the property to code as well as provided upgraded
amenities for the residents to enjoy.

The ITEX Group, Jeshurun Development and J. Allen Management Company have partnered on
a number of multifamily housing developments in an effort to preserve and maintain affordable
housing options across Texas, with plans to do the same for Sandpiper Cove.

The proposed rehabilitation has garnered the support of the community and serves some of the
most vulnerable populations in Galveston and the county more broadly. For these reasons, I am
in full support of the application for funding.

Thank you for your consideration, and if I can be of further assistance, please reach me at

craighrown(@galvestontx.gov and 409-797-3510.

Sincerely,

, I(-Eéﬁanuklwi

Craig Bfown, Mayor Pro Tem
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_ City of Galveston

(EX AS- OFFICE OF THE CITY MANAGER
PO Box 779 | Galveston, TX 77553-0779
May 7, 2020 citymanager@galy .20V | 409-797-3520

Mr. David Long, President

Texas State Affordable Housing Corporation
2200 E. MLK Ir. Blvd.

Austin, TX 78702

Dear Mr. Long,

I write to express my support for abond allocation from the Texas State Affordable Housing
Corporation for the rehabilitation ofSandpiper Cove Apartments. SandpiperCove, located at
3916 WinnieStreet, Galveston, TX,isa192-unit, Project-Based VoucherSection 8
developmentforalow-incomefamily population. The multi-family development was built
in 1969 and is comprised of 1, 2, 3, 4 and 5 bedroom configurations.

Leading the redevelopment plans of Sandpiper Cove isa joint effort between The ITEX Group,
Jeshurun Development and J. Allen Management Company. The partnership plans to
rehabilitate the development, which has fallen into disrepair, as evidenced by Sandpiper Cove's
most recent HUD Real Estate Assessment Center failing inspection score of 33 out of 100 in
May 2019. Dilapidated buildings, health and safety issues, and crime are a few of the many
concerns regarding the current condition of the complex. The proposed request for financing
by the partnership will be utilized to bring the property to code as well as provide upgraded
amenities for the residents to enjoy.

The ITEX Group, Jeshurun Development and J. Allen Management Company have partnered on
a number of multifamily housing complexes in an effort to preserve and maintain affordable
housing options across Texas, with plans to do the same for Sandpiper Cove.

The proposed rehabilitation has garnered the support of the community and serves some of
the most vulnerable populations in Galveston and the county more broadly. For these reasons,
I'am in full support of the application for funding.

Thank you for your consideration, and if 1 can be of any further assistance, please do not

hesitate to call me at (409)797-3520 or email at citymanager @galvestontx.gov .

Sincerely,

Brian Maxwell, City Manager
City of Galveston
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February 25, 2021

Texas Department of Housing & Community Affairs
Attn: Bobby Wilkinson, Executive Director

Via email: Bobby.Wilkinson@tdhca.state.tx.us

221 E. 11" Street

Austin, Texas 78701

Re:  Compass Pointe Apartments aka Sandpiper Cove / TX24M000018
3916 Winnie Street, Galveston, Texas 77550
Letter of Support for LIHTC Funding

Dear Mr. Wilkinson,

This letter is to confirm the U.S. Department of Housing and Urban Development’s (HUD) support
for rehabilitation of Compass Pointe Apartments (the “Development”). HUD was informed of the
proposed sale of the Development and transfer of the Housing Assistance Payments (HAP) Contract to
Galveston 3916 Winnie Street, LP (the “Proposed Owner”) and has been working closely with all
participants to ensure an efficient and positive transition for the property and residents.

The Development was built in 1969 and is located at 3916 Winnie Street, Galveston, Texas. There
are 192 units within 24 residential buildings and a community building. The market for affordable housing
is very limited on Galveston Island, and this Development is the only Project Based Section 8 housing on
the Island. Therefore, itis vital and HUD is committed to, retaining and preserving this affordable housing
on Galveston Island. HUD has no intention of terminating the affordable housing assistance to this
Development, given the confidence HUD has in the Proposed Owner, who has a proven track record of
successfully obtaining and turning around other similarly distressed and troubled affordable properties.
This further warrants our support of rehabilitating the Development to provide decent, safe, and sanitary
housing for the residents.

HUD has had serious concerns with the physical issues at the Development. Due to the multiple
violations at the Development, HUD required the current owner, Compass Pointe Apartments Texas, LLC,
to contract with a third-party property management company. This management company, J. Allen
Management (the “Property Manager”), began in April 2020 and has worked tirelessly to properly address
resident concerns and HUD’s requirements. This Property Manager will continue as manager upon the
Proposed Owner’s purchase of the Development.

HUD is aware of the concerns related to the potential of flooding at the Development. The
Proposed Owner has indicated specific measures will be put in place to mitigate this concern. Such
measures include adding a 2,700 linear ft flood wall around the perimeter of the Development, with water
pumps that will remove the water from the interior of the wall so that within the walls it does not flood.

Fort Worth Regional Office Kansas City Satellite Office

307 W. 7" St. Suite 1000 400 State Avenue, Suite 300
Fort Worth, Texas 76102 Kansas City, Kansas 66101
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This plan is contingent upon historical approval with SHPO and NPS. Additionally, the pedestrian and
vehicle entrances/exits will have flood gates put in place when major events are expected to occur. There
will also be covers for the drainage grates throughout the property so that the backflow does not occur.

As referenced herein, HUD is committed to preserving the affordable housing in this area. In
addition to HUD’s support, the Proposed Owner has also secured community support from the City of
Galveston’s Mayor and City Manager, the Galveston Independent School District’s School Board
President, the City of Galveston’s Chamber of Commerce, State Representative Mayes Middleton, and
Moody Church.

However, the approval from the Texas Department of Housing and Community Affairs (TDHCA)
for funding of Low Income Housing Tax Credits (LIHTC) is necessary to complete the preservation of
the Development to ensure better living conditions for the residents.

Thank you for your consideration of the submitted proposal. Should you have any questions or
would like to discuss HUD’s support further, please feel free to reach to me or Christie Newhouse,
Division Director of Asset Management at Christie.M.Newhouse@hud.gov or 817-978-5972.

Sincerely,

Mary V. Walsh
Director
Multifamily Housing Southwest Region
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January 7, 2021

Texas Department of Housing & Community Affairs
Attn: Leo Vasquez, Chair

221 E. 11" Street

Austin, Texas 78701

Re: Sandpiper Cove aka Compass Pointe/800021321
3916 Winnie Street, Galveston, Texas 77550
Letter of Support for LIHTC Funding

Dear Mr. Vasquez,

This letter is to confirm the U.S. Department of Housing and Urban Development’s (HUD) support for
rehabilitation of Sandpiper Cove (the “Development”). In March 2020, HUD was informed of the proposed sale of
the Development and transfer of the Housing Assistance Payments (HAP) Contract to Galveston 3916 Winnie
Street, LP (the “Proposed Owner”).

The Development was built in 1969 and is located at 3916 Winnie Street, Galveston, Texas. There are 192
units within 24 residential buildings and a community building. The market for affordable housing is very limited
on Galveston Island. Therefore, it is vital to retain and preserve affordable housing on Galveston Island, which
further warrants our support of rehabilitating the Development to provide decent, safe, and sanitary housing for the
residents.

HUD has had serious concerns over the physical issues at the Development. Due to the violations the current
owner, Compass Pointe Apartments Texas, LLC, contracted a new third party property manager, J. Allen
Management (the “Property Manager”), in April 2020 to properly address HUD’s requirements. This Property
Manager will continue as manager upon the Proposed Owner’s purchase of the Development.

The Property Manager has provided biweekly updates to HUD since their takeover and HUD can confirm
the Property Manager has worked diligently to resolve outstanding concerns and violations. However, the approval
from the Texas Department of Housing and Community Affairs (TDHCA) for funding is necessary in completing
the preservation of the Development to ensure better living conditions.

In addition to HUD’s support, the Proposed Owner has secured community support from the City of
Galveston’s Mayor and City Manager, the Galveston Independent School District’s School Board President, the
City of Galveston’s Chamber of Commerce, State Representative Mayes Middleton, and Moody Church.

If you have any questions, please feel free to reach me at Michael. A.Gamez@hud.gov or 817-978-9419.

Sincerely,

Michael Gamez

Resolution Specialist Branch Chief
Fort Worth Regional Office Kansas City Satellite Office
307 W. 7" St. Suite 1000 400 State Avenue, Suite 300
Fort Worth, Texas 76102 Kansas City, Kansas 66101
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October 28,2020

Mr. David Long, President

Texas State Affordable Housing Corporation
2200 E. MLK Jr. Blvd.

Austin, Texas 78702

Re: Sandpiper Cove Support
Dear Mr. Long,

I served as President of the Board of Trustees of the Galveston Independent School District. This letter is
to express my support for a bond allocation from the Texas State A ffordable Housing Corporation (TSAHC)
for the rehabilitation of Sandpiper Cove Apartments. Sandpiper Cove, located at 3916 Winnie Street,
Galveston, Texas, is a 192-unit Project-Based Voucher Section 8 development for a low-income family
population. The multi-family development was built in 1969 and is comprisedof 1,2,3.4 and 5 bedroom
units.

Leading the redevelopment plans for Sandpiper Cove is a collaborative effort between The ITEX Group,
Jeshurun Development and J. Allen Management Company. The partnership plans to rehabilitate the
development, which has fallen into disrepair, as evidenced by Sandpiper Cove's most recent HUD Real
Estate Assessment Center failing inspection score of 33 out of 100 in May 2019. Dilapidated buildings,
health and safety issues, and crime are a few of the many concerns regarding the current condition of the
development. The proposed request for financing by the partnership will be utilized to bring the property
to code as well as provided upgraded amenities for the residents to enjoy.

The ITEX Group, Jeshurun Development and J. Allen Management Company have partnered on a number
of multifamily housing developments in an effort to preserve and maintain affordable housing options
across Texas, with plans to do the same for Sandpiper Cove.

The proposed rehabilitation has garnered the support of the community and serves some of the most
vulnerable populations in Galveston and the county more broadly. For these reasons, [ am in full suppont
of the application for funding.

Thank you for your consideration, and if I can be of further assistance, please reach me at
AnthonyBrown@gisd.org and (409) 795-2022.

Sincerely,

Ol

~ AnthonyP. Brown
President, Board of Trustees
Galveston Independent School District

3504 Avenue T
Galveston, TX 77550
{409}766 5121



May 28, 2020

Mr. David Long, President

Texas State Affordable Housing Corporation
2200 E. MLK Jr. Blvd.

Austin, TX 78702

RE: Letter Supporting the rehabilitation of Sandpiper Cove Apartments in Galveston, Texas

Dear Mr. Long,

I am writing to express support for an allocation from the Texas State Affordable Housing
Corporation for the rehabilitation of Sandpiper Cove Apartments.

Located at 3916 Winnie Street in Galveston, this complex is comprised of 192 units — Project-
Based Voucher Section 8 development for low-income family populations. This multi-family
development was built in 1969 and is comprised of 1, 2, 3, 4 and 5 bedroom configurations.

This redevelopment will be coordinated between The ITEX Group, Jeshurun Development and
the J. Allen Management Company. This partnership has proposed the rehabilitation of this
development. Rehabilitation is greatly needed as this development has fallen into disrepair, as
evidenced by the most recent HUD Real Estate Assessment Center failing inspection (33 out of
100 in May 2019). Dilapidated buildings, health and safety issues, and crime are a few of the
many concerns regarding the current condition of this complex. The proposed request for

financing by the partnership will be utilized to bring the property to code and upgrading of the
amenities available within this development.

The Galveston Economic Development Partnership is a private non-profit, membership based
organization. Through the years we have been able to see first-hand, the professionalism and
commitment of the ITEX Group through their successful adaptive reuse of the former Jean LaFitte
building that sat vacant for many years. Sandpiper Cove is a development that could be
transformed into an asset for the community and this rehabilitation has received broad based
support as a part of strategic reinvestment that would improve services for some of our most
vulnerable population.

Thank you for your consideration, and if | can be of any further assistance, please do not hesitate
to contact me at 409-770-0216, or by email at sjostrom@gedp.ora.

RespecﬁW }
T f;é%

Jeffrey Sjostrom
President

P.O. BOX 80&; . GALVESTON, TEXAS 77553 409-770-0216
www.gedp.org
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May 1, 2020

Mr. David Long, President

Texas State Affordable Housing Corporation
2200 E MLK Blvd.

Austin, Texas 78702

Dear Mr. Long,

Please regard this letter as our documented support for the rehabilitation of
Sandpiper Cove, located at 3916 Winnie Street in Galveston, Sandpiper Cove is a 192
unit, Project-Based Voucher Section 8 development for a low-income family population.
The multi-family development was built in 1969 and is comprised of 1,2, 3.4, and §

bedroom configurations.

Moody United Methodist Church has been serving the needs of Galveston Citizens for
over 175 years. Several of our Church members reside at Sandpiper Cove. The
rehabilitation of this development which is entering its 51% year in operation is much
needed and will enhance the lives of some of the most vulnerable populations in
Galveston and Galveston County more broadly. For these reasons, [ am in full support of

the application for funding.
Please feel free to contact me with any questions.

Rev. Ray Pinard
Associate Pastor

Moody Methodist Church
EIN: 746-000914

2803 53'“ Street = Galveston, Texas 77551 www.moody.org ¢ info@moody.org * 409-744-4526
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Sandpiper Cove Apartments

What do you think about the rehabilitation of Sandpiper Cove /
Compass pointe Apartments? This is what | think:

“I am also a resident living in #25 and | am all for rehabbing Sandpiper
Cove apartments for the safety of our children, seniors, and families. |
have been living here through three different names of this property,
so that tells you that | have been here for at least 25 years. It matters
to me that we have a decent place to live. Companies like restaurants
- who deliver and even some family members is scared to come here
because of our past way of living ahd the way it has been here. |
believe that the new management company should have the
opportunity to change this apartment complex for the better. | know
that | am not the only one who see new lights put on the buildings so
that we could see at night. | have also noticed that there are

' companies like the a/c company, the electric company, and plurribing
company here all of the time steadily working on stuff.

Please read this...if we all corporate together, we could get this
community back together and feel safe. Please sign this if you agree
with me. | have signed first just to let you know that | am serious.”

Thanks,
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From: Michael Lyttle
To: Teresa Morales

Subject: FW: Sandpiper Cove photographs
Date: Friday, January 8, 2021 5:33:12 PM
Attachments: Sandpiper Cove Apartments - Photographs.pdf

From: Ericka Bowman <ebowman2926@gmail.com>
Sent: Friday, January 8, 2021 4:48 PM

To: Michael Lyttle <michael.lyttle@tdhca.state.tx.us>
Subject: Fwd: Sandpiper Cove photographs

Hello Mr. Lyttle,

| am submitting comments on behalf of Tenants at Sandpiper Cove. They have
provided me with written consent to submit their comments to be placed on the
record for the upcoming January 14th Board Meeting.

We, the Tenants Council at Sandpiper Cove in Galveston, have withessed multiple
developers come and lay out their plans for re-development and each time we have
been bamboozled. We have heard many promises and have seen many plans and
each time we are left disappointed and still living in painted-over and tar-filled
hazardous conditions.

This property is terribly damaged beyond minimum repair. Refurbishing won’t do!
How many times must we be asked to believe in a process that never serves us
fairly? We believe that those in a position to change the process must look at
history and make decisions based on proof and facts. Things must be done
differently if they aren't working for those in need, because we the tenants are the
ones suffering.

We understand what we are asking. We ask that you understand why. We ask that
you take in consideration of what has happened in the past. We ask that you hear
our request for an opportunity for our families to live in safe conditions.

We know that this request will stop the proposal, BUT by doing so we believe that it
will open up the ONLY opportunity for us to be able to request tangible safe living
conditions from HUD and, hopefully, in the future make owners and developers
understand that tax credits are to be used to provide safe homes for families and
that minimum bandaging will not be tolerated.

Some of us have been here for 10 years. Some of us for 40. And, during this time,
new owners, new developers and new managers have come and gone, and the
conditions have continuously grown worse.

We have attached a few photos from our homes, and we hope that you not only
see a disgrace in the neglect of management, but also the disgrace in those that
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Sandpiper Cove Apartments - Mold and Insect Infestation






Sandpiper Cove Apartments — Mold on Walls and Ceilings





Sandpiper Cove Apartments — Mold on Walls and Ceilings





Sandpiper Cove Apartments — Mold on Walls and Floors





Sandpiper Cove Apartments — Mold and Damage to Floors





Sandpiper Cove Apartments — Water Damage to Walls





Sandpiper Cove Apartments — Exterior Sewage Overflow





Sandpiper Cove Apartments — Exterior Sewage Overflow





Sandpiper Cove Apartments — Water Damage and Mold on Walls





Sandpiper Cove Apartments — Mold in Elderly Woman’s Apartment





Sandpiper Cove Apartments — Mold and Water Damage in Elderly Woman’s Apartment





Sandpiper Cove Apartments — Mold and Water Damage in Elderly Woman’s Apartment






Sandpiper Cove Apartments — Mold in Elderly Woman’s Apartment





Sandpiper Cove Apartments — Flooding During Heavy Rains
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had been given significant funding and promised to you numerous amount of times
to redevelop our housing, but failed to do so.

Below are our names:

Antonette Gray
Emily Hunter

Rays had a Simpson
Jessica Blanks
Cynthia Minix
Carlika Johnson
Tina Harris

Larry Brooks
Adrienne Littlejohn
Carr Smith

Ericka Bowman

Ericka Bowman
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Sandpiper Cove Apartments - Mold and Insect Infestation
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Sandpiper Cove Apartments — Mold on Walls and Floors



Sandpiper Cove Apartments — Mold and Damage to Floors



Sandpiper Cove Apartments — Water Damage to Walls
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Sandpiper Cove Apartments — Water Damage and Mold on Walls



Sandpiper Cove Apartments — Mold in Elderly Woman’s Apartment
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PAUL FURRH, JR.
Attorney at Law
Chief Executive Officer

ROSLYN O. JACKSON
Directing Attorney

MARTHA OROZCO
Project Director
Directing Attorney

Lone Star Legal Aid

Equitable Development Initiative

AMY DINN
KIMBERLY BROWN MYLES
Managing Attorneys

RODRIGO CANTU
CAROLINE CROW
HEEJIN HWANG
ASHEA JONES
AMANDA POWELL
VELIMIR RASIC
RICHARD H. VINCENT
Staff Attorneys

CHASE PORTER
Equal Justice Works Fellow

Mailing Address:
P.O Box 398
Houston, Texas 77001-0398

713-652-0077 x 8108
800-733-8394 Toll-free

March 4, 2021

Texas Department of Housing and Community Affairs via e-mail
PO Box 13941
Austin, TX 78711

RE: Compass Pointe Apartments 4% Housing Tax Credit Application
I. Introduction

Lone Star Legal Aid is submitting these comments on behalf of a current client and
Compass Pointe Apartments (also known as “Sandpiper Cove”) resident with a vested interest in
the outcome of the presently pending application for Texas Department of Housing and
Community Affairs (“TDHCA”) 4% tax credits and bonds. The current Compass Pointe
Apartments owner applied for these credits and the matter is scheduled for the Board’s
consideration on February 11, 2021.

Lone Star Legal Aid is a non-profit legal services law firm that offers civil legal aid to
eligible, low-income Texans. Lone Star Legal Aid serves 72 counties in Texas and four in
Arkansas. Our service area has nearly 1.5 million income-eligible Texas residents. For reasons
listed below, on behalf of our client, we submit these public comments in opposition to the tax
credit application.

Adverse Neighborhood and Property Conditions

We have serious concerns about undesirable neighborhood conditions in the area
Compass Pointe is located in as well as insufficient mitigation measures proposed by the
applicant to address the same. The pending application lists only two undesirable neighborhood
conditions, (1) that the property is located in a census tract with a poverty level greater than 40%
and (2) there are two blighted structures in the area. There is no mitigation plan in place for the

Serving the East Region of Texas since 1948
Beaumont, Belton, Bryan, Clute, Conroe, Galveston, Houston, Longview, Nacogdoches, Paris, Richmond, Texarkana, Tyler, Waco
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serious concern of the property being located in a high-poverty area. The applicant includes a
City of Galveston resolution which is required in order to apply for low income housing tax
credits, but otherwise proposes no mitigating strategy to reduce or eliminate undesirable features.
The resolution itself does not provide any measures to address the high level of poverty in the
area. Furthermore, applicant claims the blighted structures near the property have no impact on
the project and does not propose any mitigation measures for this adverse condition either.

While the cited neighborhood violent crime rate according to neighborhoodscout.com is
11 per 1,000 and hence below the standard that would require the applicant to undertake crime
reducing measures, it is still above average for the City of Galveston. Again, the applicant
proposes nothing to address this concern. Compass Pointe residents will continue to be exposed
to a high crime rate with no possibility of moving to safer areas of the city. The application
merely pays lip service to regulatory requirements without actually providing for any reasonable
resolution benefitting the residents.

High crime and endemic poverty are not even the only concerns unaddressed by the
property owner’s application. The physical condition of the entire property is far below
acceptable and presents hazards to human life and safety. The abhorrent conditions at Compass
Pointe also form the basis for a federal lawsuit against the United States Department of Housing
and Urban Development (“HUD”), which is currently pending in the District of Columbia
federal court. A true and correct copy of the complaint filed in that matter is attached hereto as
Exhibit 1. The property is in a serious state of disrepair and has failed several HUD-mandated
inspections, which in turn led to the lawsuit filed on behalf of current residents who wish to
move to habitable housing but are forced to stay on the property as their housing subsidy is tied
to Compass Pointe. The application contains no proposals on remediating serious conditions on
the property dangerous to resident life and health, including widespread mold. Residents report
mold and microorganism growth inside apartments in both exterior and interior surfaces, further
worsened by leaky roofs and moisture seeping into inhabited areas. Mold is far from the only
health and safety hazard Compass Pointe residents are forced to live with. According to the
inspection report, violations at the property include exposed electrical wires, missing smoke
detectors, roach infestations and inoperable electric systems.

Despite shocking conditions on the property, the application does not even mention the
existence of mold, its effects on residents’ health or these other dangers to human life and health.
The applicant is well-aware of the presence of these hazards. A HUD-mandated Real Estate
Assessment Center (“REAC”) inspection in 2019 resulted in a failing score of 33(c). Such a low
REAC score is an indication that conditions at Compass Pointe pose an imminent health and
safety risk to tenants. To quote the inspector’s report, “[a] physical Inspection score below 60
indicates that the owner may not be fulfilling his/her contractual obligations to HUD and that the
residents may not be receiving the quality of housing to which they are entitled.” A true and
correct copy of the inspection report is attached hereto as Exhibit 2. The inspection found a total
of 122 health and safety deficiencies in the 24 buildings and units inspected. According to the
report, a full inspection of all apartments is projected to uncover a total of 878 health and safety
deficiencies, including 192 life-threatening ones at the property. Among these deficiencies, the
report lists insect/roach infestations, damaged foundations, mold/mildew observed,
blocked/unusable fire and/or emergency exits, electrical hazards including exposed wires,
missing/inoperable smoke detectors and inoperable or non-lockable windows. The hazards listed
are merely those observed from a small sample of 24 inspected units; nevertheless, the property
fell well below a passing grade. While the applicant pledges to make some improvements to the
property, the most serious threats to tenant health such as mold, remain unaddressed.
Meanwhile, clients are forced to endure these substandard conditions on a daily basis, with little
recourse or no option of safer housing. These unacceptable conditions were further confirmed

2



by a Management and Occupancy Review completed in 2019, which also found the conditions at
the property to be unsatisfactory. A true and correct copy is attached hereto for your review.

High Incidence of Crime

Applicant relies on the rate of violent crime being somewhat lower than required by
regulation to avoid implementing mitigation measures.  Nevertheless, Compass Pointe
Apartments is plagued by unacceptable levels of criminal incidents and property owner has done
little or nothing to address this concern. The property lacks functioning security cameras,
operational gates and fencing. Residents complain of broken windows and doors that cannot be
secured and present safety hazards by inviting criminal activity. Galveston Police Department
data marks the property as unsatisfactory and requests upgrades to be made. Since the 2019
inspection found unacceptable levels of crime at and near the property, Compass Pointe has
continued to be one of the areas in Galveston with the highest rate of law enforcement assistance
requests. There is no reason to believe that this situation will improve when the property owner
does not even attempt to address or rectify the problems plaguing the property.

The high instance of violent and serious crimes at and near the premises has been a
continuing threat to resident health and safety. In the time period between January 1, 2018 and
December 31, 2019, Compass Pointe has experienced 75 assaults, 76 burglaries, 120 weapon
offenses, 10 robberies/armed robberies, 12 fires and 8 sexual assaults. Even though the
incidence of violent crime at or near the premises may be lower than required for mitigation, it is
alarming to note that owner does not propose any steps to reduce threats to resident safety.

Conclusion

For the reasons stated above, Lone Star Legal Aid, on behalf of its Compass Pointe
resident client, submits these comments in opposition to the property owner’s application for tax
credits. The unacceptable physical conditions and unaddressed crime rate at the site do not have
a mitigation plan and cannot be satisfactorily addressed by the proposal submitted. TDHCA
should deny the application as it is inadequate to ensure low-income residents of Compass Pointe
can live in habitable housing and a safe, crime-free community.

Respectfully Submitted,

/s/ Kimberly Brown Myles

Kimberly Brown Myles

Managing Attorney

Lone Star Legal Aid

Equitable Development Initiative
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COMPLAINT

I. Introduction

1. Plaintiffs are current residents of Compass Pointe Apartments (a/k/a Sandpiper Cove
Apartments), located at 3916 Winnie St, Galveston, TX 77550. This privately owned apartment
complex is subsidized through a contract between the owner and the U.S. Department of Housing
and Urban Development (HUD) under HUD’s Project Based Rental Assistance (PBRA) program.
HUD provides approximately two million dollars ($2,000,000.00) in annual rent subsidies to the
owner for the 192 PBRA units at the complex. The PBRA tenants further pay approximately
$319,000 in annual rent for the 192 PBRA units.

2. Despite the federal investment in and subsidies for the owners of the apartment, the unit,
project, site, and neighborhood conditions at Sandpiper Cove Apartments are dangerous and unfit
for family life and the presence of children. HUD’s contract with the property owner provides that
HUD will only pay the subsidy for units that are decent, safe and sanitary as required by law and
applicable regulations. HUD has violated the law by withholding the relief necessary to assist the
Plaintiffs with moving to decent, safe and sanitary housing. This complaint requests judicial relief
requiring HUD to provide each plaintiff with the assistance needed to obtain housing in better
condition, including a Tenant Protection VVoucher. The law does not require that HUD terminate
the owner’s Housing Assistance Payment (HAP) contract with HUD before or as a result of
providing the relocation assistance. HUD has the legal authority to continue the HAP contract in

effect and provide the relocation assistance! which can include the issuance of Tenant Protection

! FURTHER CONSOLIDATED APPROPRIATIONS ACT, 2020, PL 116-94, December 20, 2019, 133 Stat 2534;
CONSOLIDATED APPROPRIATIONS ACT, 2019, PL 116-6, February 15, 2019, 133 Stat 13, Public and Indian

4
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Vouchers.? Alternatively, and without waiving the foregoing, Plaintiffs request that court order
HUD to transfer the PBRA contract to decent, safe and sanitary housing units within the City of
Galveston or Galveston County.

3. HUD conducted a physical inspection and issued a summary report for Sandpiper Cove on
or about May of 2019. This inspection was performed by a HUD-certified inspector habitability
standards at the complex and was performed pursuant to HUD regulations at 24 CFR Part 5 and
Part 200. The property obtained a failing score of 33c out of a possible 100 points. HUD issued
a Notice of Default on May 15, 2019 to the owner of Sandpiper Cove. HUD informed the owner
that the owner was in default of the statutory and contractual obligation to maintain the project in
a decent, safe, and sanitary condition. Over a year later, the owner has so far failed to make repairs
necessary to obtain a passing grade on required physical inspections and make the property
habitable. Plaintiffs and Sandpiper Cove tenants continue to live in conditions of known imminent
health and safety risks. Since the inspection, there have been electric outages at the property,
overflowing sewage and other electrical failures associated with lack of or deferred maintenance.
Physical conditions that have contributed to a high crime rate at the project include a lack of
security cameras, inoperable or broken gates and fences. A significant percentage of individual
units remain without doors and windows with locks, lack basic sanitary equipment including sinks,
toilets, showers, heaters, operable air conditioning units and refrigerators that work. There is
widespread mold and other microorganism growth inside the apartments, on both exterior and

interior surfaces. Some roofs leak and moisture seeps into inhabited areas.

Housing Tenant-Based Rental Assistance (2)

2 FURTHER CONSOLIDATED APPROPRIATIONS ACT, 2020, PL 116-94, December 20, 2019, 133 Stat 2534;
CONSOLIDATED APPROPRIATIONS ACT, 2019, PL 116-6, February 15, 2019, 133 Stat 13, Public and Indian
Housing Tenant-Based Rental Assistance (2)

5
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4. On September 5, 2019, Plaintiffs specifically asked HUD that they wished to be rehoused
and transferred out of the horrible conditions at Sandpiper and asked for HUD assistance finding
another unit. HUD refused to provide plaintiffs and the tenants with another unit or with a voucher.
Instead of providing the requisite assistance to tenants, HUD continues to keep the assistance
contract in effect and subsidizes substandard, dangerous apartment units. It has been over a year
since HUD found the owner in default of the obligation to provide decent, safe, and sanitary
housing at Sandpiper Cover, and the tenants continue to remain in horrific conditions that pose
imminent health and safety risks to them. HUD has not provided Plaintiffs with the relief they
requested, which is voucher assistance necessary to obtain housing in decent, safe and sanitary
conditions or transfer of the PBRA subsidy to a decent, safe and sanitary location.

5. HUD’s withholding the assistance to help Plaintiffs relocate is final agency action in
violation of the relevant law. Agency action is defined to include an agency “sanction.” 5 U.S.C.
8551(13). The Administrative Procedures Act (APA) defines “sanction” as including an agency’s
“withholding of relief.” 5 U.S.C.A. § 551(10)(B). “Relief is defined as the “grant of...
assistance... or remedy.” 5 U.S.C.A. 8551(13)(A). The relevant law and regulations require HUD
to provide the relief of assistance for relocation once HUD has determined that property owner is
in violation of the HAP contract and the owner has not corrected the deficiencies set out in the
notice, and HUD continues to keep the contract in effect and is paying rent to the owner under the
contract.> Each of requirements for the provision of relocation assistance is met, yet HUD
continues to withhold the assistance, which is the relief provided by law under these conditions.

HUD’s withholding the relocation assistance and the relief provided by law is final agency action

3 CONSOLIDATED APPROPRIATIONS ACT, 2019, PL 116-6, February 15, 2019, 133 Stat 13, Public and Indian
Housing Tenant-Based Rental Assistance (2); 24 C.F.R. § 886.323(¢e ).

6
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and judicially reviewable. 5 U.S.C. 8 551(13); 5 U.S.C. § 551 (10)(B), 5 U.S.C. 13(A).
6. The project is located in a predominantly minority census tract. The tract is 16% White
non-Hispanic, 59% Black or African-American and 24% Hispanic. The project is located in a
census tract in which 57.4% of people are below poverty as reported by the 2016 U.S. Census
American Community Survey data. 71.4% of the children under 6 years of age are below poverty
and 74.9% of all children under 18 years of age are below poverty according to the same report.
7. HUD’s refusal to provide the relocation assistance perpetuates racial segregation and
imposes severe injuries on the predominantly Black or African-American and a completely
minority population, the tenants at the complex. HUD pays for decent, safe and sanitary PBRA
housing at predominantly White non-Hispanic locations near Galveston County while refusing to
require decent, safe, and sanitary housing at Sandpiper Cove. HUD’s actions violate the
discriminatory intent standard of the Fair Housing Act and the 5" Amendment of the U.S.
Constitution. HUD’s actions violate its obligation under 42 U.S.C. § 3608(e)(5) to prevent federal
funding of low income housing in units, projects, and conditions that perpetuate racial segregation
and that are not part of an ongoing and effective housing and community revitalization effort.
There is no such effort underway for these units.
8. Plaintiffs seek injunctive relief requiring HUD to provide Plaintiffs with the assistance
necessary to obtain housing in decent, safe and sanitary conditions or in the alternative, that the
court order HUD to transfer the PBRA subsidy to decent, safe and sanitary housing within the City
of Galveston or Galveston County.

II.  Jurisdiction and Venue
9. This court has jurisdiction under 42 U.S.C. §1331 and 42 U.S.C. § 3613(a)(1)(A). The

right to judicial review of the claim for HUD’s violation of 42 U.S.C. § 3608(e)(5) and of the claim
;
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that HUD’s withholding relief is arbitrary, capricious, an abuse of discretion, or otherwise not in
accordance with law and the waiver of sovereign immunity for these claims is pursuantto 5 U.S.C.
8§ 702, 706. The waiver of sovereign immunity for the claim that HUD’s withholding relief
violates 42 U.S.C. § 3604(a) is pursuant to 5 U.S.C. § 702. The right to judicial review and the
absence of sovereign immunity for the claim that HUD officials are violating the equal protection
principle included in the Fifth Amendment to the United States Constitution is constitutional.
Sovereign immunity does not bar a suit to enjoin unconstitutional actions by a federal officer.
Larson v. Domestic and Foreign Commerce Corp., 337 U.S. 682, 690-91 (1948); Pollack v.
Hogan, 703 F.3d 117, 120 (D.C. Cir. 2012).

10.  The venue is appropriate pursuant to 28 U.S.C. § 1391(b)(1).

III. Parties

A. Plaintiffs
11.  The Plaintiffs are the Sandpiper Residents Association, Larry Bernard Brooks, Sr. and
Betty Ann Dergin.
12. Plaintiffs are current residents of Sandpiper Cove Apartments for whom the Defendant
United States Department of Housing and Urban Development (HUD) pays a subsidy to the
owners of the apartments under the Project Based Rental Assistance (PBRA) program. Each
Plaintiff except the Sandpiper Residents Association also pays 30% of their adjusted household
income as tenant’s share of the rent, in accordance with regulations. Sandpiper Residents
Association is a tenant association established in accordance with federal regulations to protect the

rights of Sandpiper Cove residents. 24 C.F.R. § 245.110 et. seq.

B. Defendant
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13.  The Defendant United States Department of Housing and Urban Development (HUD) is
an executive agency of the United States government. HUD’s withholding of the required
relocation assistance is a final agency action for which there is no other adequate remedy in a court.
Only HUD is obligated under the law to provide the assistance. A lawsuit against the owner cannot
provide this relief. HUD’s withholding the relief in the form of the assistance to obtain decent,
safe and sanitary housing is final agency action.

IV. HUD’s final agency action is demonstrated by HUD’s withholding the
required assistance and relief to Plaintiffs and the other tenants who wish to
relocate

14. HUD issued a Notice of Default to the owner of Sandpiper Cove based on the owner’s
violations of the obligation to provide decent, safe and sanitary housing in May 2019. This
occurred after the 2019 HUD REAC inspection, which showed serious issues at the property and
indicated that Sandpiper Cove Apartments fell far below the minimum acceptable standard of
habitability. The failing inspection itself triggered a necessity to issue a Notice of Default and
obligates HUD to enforce its own regulations. The Notice of Default, constituting a formal notice
by the Secretary of the United States Department of Housing & Urban Development was issued
on May 15, 2019 and notified the property owners of their HAP contract default. The Sandpiper
Cove Apartments owner has so far not undertaken necessary steps to cure violations identified in
the 2019 HUD REAC inspection. HUD continues to leave the project-based contract, the Housing
Assistance Payment contract, in place. HUD continues to pay for housing that HUD has
determined is not decent, safe, and sanitary. The conditions at Sandpiper Cove in the units and at
the site pose serious imminent health and safety risks to the tenants on a daily basis. HUD continues
to withhold the relief for assistance to Plaintiffs and the other tenants who wish to relocate. HUD’s

withholding the relief for or assistance to Plaintiffs and the other tenants who wish to relocate is
9
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final agency action.

A. Chronology showing HUD final agency action withholding assistance and relief to
Plaintiffs

15. The contract between HUD and Sandpiper Cove Apartments owner for the payment of the
federal subsidy funds is the Housing Assistance Payment contract (HAP). The most recent HAP
basic renewal contract was signed in February 2012 for a period of 20 years. The owner is Compass
Pointe Apartments Texas Ltd. The current owner was assigned that contract from the previous
owner Sandpiper Cove Apartments, LLC in March 2015. The assignment incorporates all of the
obligations of the original HAP contract.

16.  The HAP contract provides that HUD will only make payments to the owner for units
occupied by eligible families leasing, decent, safe, and sanitary units from the owner. HAP
contract, Section 14(a), April 19, 1984. If the Contract Administrator (HUD or a third party acting
for HUD) determines that the owner has failed to maintain units in decent, safe, and sanitary
condition, HUD may abate the housing assistance payments and use the amounts for the purpose
of relocating or rehousing assisted residents in other housing. The original HAP contract requires
the owner to maintain and operate the contract units, unassisted units if any, and related facilities
to provide decent, safe and sanitary housing and provides for tenant relocation if the units are not
maintained in decent, safe and sanitary condition. HAP contract, Section 26(b)(2)(b).

17. HUD approved the renewal of the HAP contract for a twenty-year term in 2012. The

Renewal Contract is a HAP contract. HAP Renewal, Section 4(a)(1). Except as specifically

modified by the Renewal Contract, all provisions of the expiring HAP contract are renewed. HAP

Renewal, Section 5a. The owner warrants that the units to be leased by the owner under the

Renewal Contract are in decent, safe and sanitary condition (as defined and determined in

10
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accordance with HUD regulations and procedures), and shall be maintained in such condition

during the term of the Renewal Contract. HAP Renewal, Section 7b. The renewal states:
Housing assistance payments shall only be paid to the Owner for contract units occupied
by eligible families leasing decent, safe and sanitary units from the Owner in accordance
with statutory requirements, and with all HUD regulations and other requirements. If the
Contract Administrator determines that the Owner has failed to maintain one or more
contract units in decent, safe and sanitary condition, and has abated housing assistance
payments to the Owner for such units, the Contract Administrator may use amounts
otherwise payable to the Owner pursuant to the Renewal Contract for the purpose of
relocating or rehousing assisted residents in other housing. 4.d.(2).

18. HUD appointed Southwest Housing Compliance Corporation (SHCC) to be the Project

Based Contract Administrator (PBCA) acting on HUD’s behalf under the terms of the HAP

contract.

B. The 2019 REAC inspection report found that units and conditions that constitute
imminent health and safety risks to residents

19. A HUD Real Estate Assessment Center (REAC) physical inspection of Sandpiper Cove
was completed on or about May 8, 2019. The final report was issued on May 9, 2019.

20.  The report included results of inspections of the physical conditions, appearance and
security at Sandpiper Cove Apartments.

21.  The final inspection score was Unsatisfactory, with a score of 33c out of a possible 100.
According to HUD regulations, a Physical Inspection score below 60 is failing and indicates that
the owner may not be fulfilling his/her contractual obligations to HUD and that the residents may
not be receiving the quality of housing to which they are entitled.

22.  The failing inspection score was based on numerous shortcomings, including the site,
building exteriors, building systems, common areas and unit evaluations. HUD’s Inspector
observed a total of 122 health and safety deficiencies in 24 buildings and 24 actually inspected

units. The report estimates that an inspection of all units and all buildings would have resulted in
11
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a total of 878 health and safety deficiencies on the property. The inspection also found a total of
73 non-life threatening deficiencies on the property (535 projected). 31 deficiencies were deemed
life-threatening (199 projected). Finally, 18 deficiencies involved smoke extinguishers on the
property (144 projected). ldentified systemic deficiencies are varied, and involve everything from
exposed foundations, missing/inoperable smoke detectors, damaged/missing roof components,
leaky plumbing, insect/roach infestations and mold/mildew observed. Other deficiencies include
missing/damaged stoves, inoperable/not lockable windows, missing/broken outlets and obstructed
accessibility/escape routes.

23. HUD’s REAC Inspection found missing or inoperable window locks that present safety
concerns. Kitchen appliances were found to be deteriorated to the point of replacement, some
entry doors have damaged frames and will not lock, presenting an obvious safety hazard. Multiple
dead and live roaches were observed across the property and in inspected units. The inspector also
found evidence of water infiltration leading to mold and mildew infestation, by itself a violation
of HUD regulations and a threat to tenant health and safety.

24.  The Compass Pointe/Sandpiper Cove management company responded to the failing
REAC score primarily with cosmetic changes, announcing a change in on-site management and a
new vice-president of operations for the property. While the property owner announced
renovations in the future, those repairs are stated to be contingent upon funding that has not been
secured. The Owner recognized approximately 2000 work orders have been made by tenants for
conditions that currently exist on the property and inside all units. As a token concession and
incentive to not cancel the HAP contract, property owner temporarily suspended management fees
on the property, a provision covered by the contract in situations where a property does not satisfy

HUD’s habitability standards.
12



Case 1:20-cv-01783 Document 1 Filed 06/30/20 Page 13 of 50

25.  The failing REAC score of 33c was based on the extensive list of irregularities and
shortcomings uncovered during the Sandpiper Cove inspection. The lower-case letter "c" is given
if one or more exigent/fire safety violations are found, as these call for immediate attention or
remedy. Deficiencies found on the property were serious enough to warrant large cash outlays to
address and are categorized as capital improvements, not merely repairs. These health and safety
violations include exposed electrical wires, missing smoke detectors, roach infestations and
inoperable electrical systems.

26.  These health and safety violations remain in effect today over one year after HUD notified

the owner of the violations.

C. HUD has known of the imminent health and safety risks at Sandpiper Cove since at
least 2016 when a HUD contractor found conditions that were imminent health and
safety risks to residents

217. HUD has known that the units pose an imminent health and safety risks to tenants at
Sandpiper Cove since at least 2016. HUD knew that the project, units, and neighborhood were not
decent, safe, or sanitary from the 2016 Management and Occupancy Review of Sandpiper.

28. HUD’s contractor SHCC conducted a Management and Occupancy Review of Sandpiper
Cove beginning on September 15, 2016. The report was issued on October 14, 2016.

29.  The Management Review included inspections of the physical conditions, appearance and
security at Sandpiper Cove Apartments.

30.  The Review found General Appearance and Security Unsatisfactory. Follow-up and
monitoring of Project Inspections was also rated Unsatisfactory. Leasing and Occupancy as well
as General Management Practices were found to be Unsatisfactory. Maintenance and Standard

Operating Procedures fared a little better, being rated Below Average. In all instances, SHCC

required corrective action to be taken within 30 days.
13
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31.  The finding of Unsatisfactory Appearance was based on graffiti, deep cracks in buildings
and parking lot as well as corroded exterior stairwells. The Security rating was based on criminal
activity that had occurred at the property within the previous twelve months. The calls for police
assistance included 910 calls for service within this time period, including 41 calls for Personal
Assaults, 36 calls for Weapons Offenses, 29 for Auto Theft, 3 for Sexual Assault, 3 for Structure
Fire, 21 for Break-Ins and 14 for Criminal Mischief. The report found that the property owner
contracts for off-duty police personnel patrol four days a week for four to five hours per day;
however these patrols typically end on or before 11pm. The Report found these current efforts not
to be sufficient to deter significant criminal activity at the property.

32.  The review rated Project Inspections Unsatisfactory because of a blocked egress to only
windows in bedrooms, outlets missing covers, holes in walls, damaged entry door frames and
damaged frames inside apartments.

33.  The review found insufficient oversight of the property staff by the management agent to
ensure the property is maintained in decent, safe and sanitary condition and HUD’s leasing and
occupancy requirements were properly implemented.

34, In the 2016 Management Occupancy Review inspection, SHCC required a number of
crime/safety corrective actions to be taken. Owner/Agent was to perform an assessment of the
safety program at the property to include, but not be limited to, reviewing the concerns outlined in
the findings, implement an action plan to improve the safety program at the property and decrease
the level and severity of criminal activity occurring on-site. A copy of the plan must be forwarded
to SHCC. The plan was to address key participants, including the owner/agent, Galveston Police
Department, residents, local agencies and resources. The Owner/Agent was to provide a signed

certification that the action plan would be implemented throughout the coming year and
14
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periodically reviewed and adjusted for effectiveness. The 2019 MOR asserts that insufficient
actions had been taken to address the crime and safety issues at the complex. The 2019 MOR notes
that this issue is a “repeat finding from the 2016 report.”

35. HUD did not require the owner to provide decent, safe, and sanitary housing for the tenants
at Sandpiper Cove after this 2016 report. HUD did not eliminate the imminent health and safety
risks to tenants that were present at this time and that continue to be present.

36. HUD’s contractor conducted another Management and Occupancy Review of Sandpiper
in 2019. HUD knows the 2019 Review resulted in another Unsatisfactory rating and the projects
were not decent, safe or sanitary. The 2019 Review continued to show that units and conditions at

Sandpiper present imminent health and safety risks to the tenants.

D. May 15, 2019 HUD Notice of Default to owner of Sandpiper Cove/Compass Pointe
37. HUD sent a Notice of Default to the owner of Sandpiper Cove Apartments on May 15,
2019. The Notice of Default stated:

This letter constitutes formal notice by the Secretary of the U.S. Department of Housing
and Urban Development that Compass Pointe Texas Ltd. (“Owner”), owner of Compass
Pointe Apartments Texas (“Project™), is in default of the above-referenced project-based
housing assistance payments (“HAP”) Contract, as authorized under section 8 of the United
States Housing Act of 1937 (“Act”). 42 U.S.C. § 1437f.

On May 8, 2019, HUD’s Real Estate Assessment Center (“REAC”) inspected the Project,
which resulted in a score of 33c. The inspection report, which HUD has made available to
the Owner, identified serious deficiencies that demonstrate that the Owner is in default of
its statutory, contractual, and/or regulatory duties to maintain the Project in decent, safe
and sanitary condition.
HUD based this Notice of Default on the May 8, 2019 Real Estate Assessment Center inspection.
Deficiencies found in the report include missing/inoperable smoke detectors, insect/roach

infestations, leaky plumbing, including faucet and pipes, clogged drains, missing, damaged or

inoperable range and stove holes in ceiling/walls and damaged frames/threshold/lintels/trim. The
15
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May 15, 2019 Notice of Default is addressed to Compass Pointe Texas Ltd. as the Owner.
Attention: Frank Sinito

127 Public Square

Cleveland, OH 44114

Project is referred to as Compass Pointe Apartments Texas and the HUD HAP Contract Number

is listed as TX24M000018.

E. The Notice of Default is final agency action from which legal consequences flow.

38. The Notice of Default is the product of HUD’s decision-making process, including the

inspections. The Notice of Default is not merely tentative or interlocutory in nature. HUD states

that issuing a Notice of Default is the prerequisite for HUD action to remedy the conditions

constituting the default:
Notwithstanding the provisions of Section 222, NOVs/NODs are legal notices required
under our business agreements, and they provide the basis for any enforcement action taken
by HUD if the compliance requirements in the notices are not met. Therefore, the notices
must be accurate and include all elements required under the business agreements,
regardless of the minimum requirements stated in this Notice. HUD Notice: H 2018-08,
Issued: October 29, 2018, page 4.

39. Even an administrative appeal that results in a higher score does not require HUD to

withdraw the Notice of Default. 1d.

40. The Notice is final on its face. The owner is in default and the time to cure has expired.

The Notice of Default sets out the legal consequences flowing from the Notice.
If the Owner fails to take the necessary corrective actions required by this Notice of Default
of Housing Assistance Payments (HAP) Contract letter, the Secretary will, without further
notice, declare the Owner in default of the HAP contract and will seek any and all available
remedies, including but not limited to, acceleration of the outstanding principal
indebtedness, foreclosure, abatement of the Housing Assistance Payments (HAP) Contract
or any other appropriate remedies.

41. HUD has already entered an adverse finding with legal consequences against the owner

and the manager of the project based on the findings in the Notice of Default.
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42. HUD had already entered an adverse finding with legal consequences against the owner
and the manager of the project, based on the findings in the Notice of Default. As a result of the
unsatisfactory REAC score, Compass Pointe Apartments Texas Ltd. and its principals were
flagged in HUD’s Active Partners Performance System (APPS): Compass Pointe Apartments

Texas LLC — Owner Entity. These flags may adversely affect the Owner’s and Management

Agent’s eligibility for participation in HUD programs, under HUD’s Previous Participation

Certification procedure, by constituting a standard for disapproval.

43. HUD’s regulation further sets out legal consequences flowing from the Notice of Default.
24 C.F.R. § 886.323(e) — Failure to maintain decent, safe and sanitary units. If HUD
notifies the owner that he/she has failed to maintain a dwelling unit in decent, safe and
sanitary condition, and the owner fails to take corrective action within the time prescribed
in the notice, HUD may exercise any of its rights or remedies under the contract, or
Regulatory Agreement, if any, including abatement of housing assistance payments (even
if the family continues to occupy the unit) and rescission of the sale. If, however, the family
wishes to be rehoused in another dwelling unit, HUD shall provide assistance in finding
such a unit for the family. 24 C.F.R. § 886.323(e).

44.  The owner has failed to take corrective action pursuant to the Notice of Default. Plaintiffs

remain in conditions that pose imminent health and safety risks.

F. The deficiencies identified in the May 15, 2019 Notice of Default have not been cured
in the specified time period and the units pose an imminent and substantial risk to
health and safety of the tenants

45.  The deficiencies set out in the May 15, 2019 Notice of Default have not been cured within
the sixty-day period as required. These deficiencies remain in place. HUD refuses to require the
owner to address the serious health and safety deficiencies at the property and continues to pay the
owner for housing that is not decent, safe or sanitary and poses imminent health and safety risks
to the tenants.

46.  There have been no corrective measures implemented to remediate health and safety
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hazards to tenants. Mold remains in the units. Insect infestations continue to plague the residents.
Electrical problems persist months following the inspection and doors/windows are still damaged
and are still in need of repair.

47.  The lack of standard electrical equipment fails to meet HUD’s definition of decent, safe,
or sanitary housing. 24 C.F.R. 8§ 5.703.

48.  There has been no repair or remediation of mold in the units and on building exteriors.
49.  Air conditioning units are not operational in certain units.

50.  Since the May 15, 2019 Notice of Default, mold presence at the property has worsened.
Tenants have filed repeated repair requests with property management and complained to the City
of Galveston and HUD, however the mold has not been addressed. The mold is a result of frequent
water leaks in residents’ apartments and broken air conditioning units which cause moisture to
accumulate in and around walls. Incessant exposure to mold causes residents to have trouble
breathing, in addition to eye, throat and skin irritations. HUD received three mold-related
complaints from Sandpiper Cove residents since October 2019 alone. Instead of removing the
mold-infested sheetrock, property management paints over the mold, which invariably returns.
51.  The property has continued deteriorating since the May 15, 2019 Notice of Default. There
is a widespread pest problem, as cockroaches and other insects thrive in vacant and occupied
apartments with little or no pest control to alleviate the conditions.

52.  There are still no functioning smoke detectors in some units, a condition that presents a
substantial hazard to tenant health and safety.

53.  The leaks in some apartments are so severe tenants are forced to place towels on window
sills when it rains in order to absorb incoming water. The leaky air conditioning units at the

complex frequently fail, leaving tenants in hot and humid apartments.
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54, In March 2019, 66 of the 192 units on the property lost power for nearly four days.
Management did not provide an explanation for the extended outage. A generator allowed
management to restore power, but not to all affected buildings. Out of six buildings, only five
received power as the unit was not strong enough to provide electricity to all six. For the duration
of the outage, tenants had no electricity, power to their refrigerators, wall outlets or ovens.
Residents in the building that remained without power were forced to move out in order to have
electricity.

55.  The entire complex again suffered a power outage in the summer of 2019 lasting several
days; residents escaped their unbearably hot homes by spending time in the public library and
community center.

56.  Complaints of unbearable conditions on the property continue without abatement. Reports
of blocked and overflowing drains, tubs leaking black or discolored water and leaky ceilings with
holes are a recurring feature as residents attend city council meetings seeking help. As the city
council does not have oversight power over the HAP contract, Sandpiper Cove residents’ efforts
are fruitless.

57.  The property crime rate consistently places Sandpiper Cove in the top five locations for
police response on the island. This negative record has been persisting for years. Dissatisfied with
crime conditions at the complex, Galveston’s City Manager petitioned HUD to enforce housing

standards at the property or force a sale to a new private owner.

G. HUD is withholding the relief of assistance for plaintiffs and the Sandpiper
Cove/Compass Pointe tenants to relocate to decent, safe, and sanitary housing

58. HUD has continued to ensure that the project based contract, the Housing Assistance
Payment contract, remains in effect and has continued to pay the owner for the units.
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59. HUD has not provided any assistance for Plaintiffs or other Sandpiper Cove/Compass
Pointe tenants to relocate from the property despite being requested to do so on September 5, 2019.
The Plaintiffs requested that HUD rehoused them another location with a voucher or by transfer to
another location that met decent, safe, and sanitary requirements. HUD refused to do so.

60. HUD?’s regulation requires that HUD shall provide this relocation assistance when there
has been a notice of default and when the owner fails to take corrective action within the time
specified by the notice. 24 C.F.R. 8 886.323(e). The requirement for HUD to provide the assistance
is mandatory.

61. HUD is continuing to make payments to the owner under the HAP contract for units and
conditions that are not decent, safe, or sanitary. HUD continues to keep the project based contract
for Sandpiper Cove in effect.

62. HUD is not going to provide relocation assistance to Plaintiffs.

63. HUD’s withholding of relief for Plaintiffs by not providing any relocation assistance has
legal consequences. The owner continues to be paid. The Plaintiffs do not receive relocation
assistance.

64.  Congress has provided the funding and authorization for HUD to provide relocation
assistance to tenants such as Plaintiffs who are living in units that pose imminent health and safety
risks. The Appropriations Acts of 2020 and of 2019 both state rental assistance is available to
transfer the tenants where the owner has received a Notice of Default and the units pose an imminent
health and safety risk.

That the Secretary may provide section 8 rental assistance from amounts made available
under this paragraph for units assisted under a project-based subsidy contract funded under

the “Project-Based Rental Assistance” heading under this title where the owner has
received a Notice of Default and the units pose an imminent health and safety risk to
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residents. 4
In this case, the owner of Sandpiper has received a Notice of Default, the owner has not corrected
the deficiencies, and the units continue to pose an imminent health and safety risk to Plaintiffs and
the other residents. HUD is required to provide relocation assistance to tenants who wish to be
rehoused after an owner has received a Notice of Default and not corrected the problems within

time set out in the notice. HUD is withholding the relocation assistance relief to Plaintiffs.

H. HUD’s response to Plaintiffs’ demand letter indicates it will continue funding the
complex

65.  On September 5, 2019, Plaintiffs sent a letter to HUD, informing the agency of the
conditions in the units and on the property that pose imminent health and safety risks to the tenants.
Plaintiffs requested that HUD provide tenant protection vouchers for the tenants because of the
imminent health and safety risks these conditions pose to the residents. On or about December 2,
2019, HUD responded to Plaintiffs’ correspondence, confirming the failing REAC score the
property obtained in the most recent HUD inspection.

66. HUD informed Plaintiffs that Compass Pointe Apartments Texas LLC, the owner of
Sandpiper Cove, responded to HUD’s Notice of Default by providing a plan to improve the
property’s physical condition. The owner plans to either pursue a sale of the property to a buyer
who would rehabilitate it or to refinance the rehabilitation and preservation of Sandpiper Cove
itself. HUD further informed Plaintiffs that either the sale or financing would be completed by the

end of 2019. The only enforcement action HUD acknowledged undertaking so far is requiring the

* FURTHER CONSOLIDATED APPROPRIATIONS ACT, 2020, PL 116-94, December 20, 2019, 133 Stat 2534;
CONSOLIDATED APPROPRIATIONS ACT, 2019, PL 116-6, February 15, 2019, 133 Stat 13, Public and Indian
Housing Tenant-Based Rental Assistance (2)

21



Case 1:20-cv-01783 Document 1 Filed 06/30/20 Page 22 of 50

owner to change on-site management.

67. HUD’s letter makes it clear that HUD is not providing the tenants with tenant protection
vouchers and relocation assistance. No actions have been taken by the owner to address the
imminent health and safety risks the unequal and dangerous conditions pose to the residents. The
owner has not addressed the physical conditions of the property or made any improvements to the
property. The plaintiffs and tenants continue to be forced to live in units that HUD admits are not
decent, safe, or sanitary while HUD lets the owner pursue a sale. Under the law, HUD can pursue
its contractual remedies against the owner without forcing the tenants to reside in conditions that
are imminent health and safety risks. HUD has chosen to withhold this relief from plaintiffs and

the tenants.

I. The Owner is attempting to sell the Sandpiper Cove Apartments and raise the
Maximum Permissible Rents on the property in violation of HUD’s civil rights laws
or site selection standards

68. On or about May 22, 2020, J. Allen Management, on behalf of the owner, issued a Notice
to Residents of Intention to Submit to HUD for Approval of an Increase in Maximum Permissible
Rents. The Notice also stated that the property was going to be purchased by Galveston 3916
Winnie Street, LP.

69.  The Notice cites that the proposed increase in rent is needed from HUD to completely
rehabilitate the units, including: repairs to the plumbing, electrical, HVAC and other integral
systems. Additionally, the Notice admits that there are repairs needed to bring the property into
compliance with the Americans with Disabilities Act.

70. The proposed increase in rents is insufficient to completely rehabilitate the complex “down

to the sheetrock” as described in the Notice. Moreover, demolition of the units will not bring the
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units into compliance with HUD’s civil rights laws or site selection standards. These units will
remain located in a densely minority, low income census tract. The units will continue to be subject
to high crime and lack access to many basic amenities. The Notice does not indicate when the
Owner will come into compliance with the imminent health and safety hazards cited in the Notice
of Default and it is further evidence that tenants will remain subject to these dangerous conditions
unless they are issued tenant protection vouchers.

V. HUD’s withholding any assistance to help Plaintiffs relocate is final agency
action that is arbitrary, capricious, an abuse of discretion and is not in
accordance with the relevant law

71. Agency action is defined to include an agency sanction. 5 U.S.C. §551(13).°

The APA defines sanction as including an agency withholding of relief. 5 U.S.C. § 551
(10)(B). Relief is defined as the grant of . . . assistance . . . or remedy. 5 U.S.C. § 551 (13)(A).
Trudeau v. Fed. Trade Commission, 384 F. Supp. 2d 281, 289 (D.D.C. 2005), aff’d, 456 F.
3d 178 (D.C. Cir 2006).).

72. Both the 2020 and the 2019 Appropriations Act and the HUD regulation 24
C.F.R. § 886.323(e) require HUD to provide the relief of assistance for relocation upon the
occurrence of specifiedevents. Bothauthoritiesinclude the sametwoevents:

= the issuance of a Notice of Default, and

« the failure of the owner to cure the deficiencies set out in the notice,

= 2020 and 2019 Appropriations Act, 24 C.F.R. 8 886.323(e).

5(3) “Agency action” includes the whole or a part of an agency rule, order, license, sanction,
relief, orthe equivalent or denial thereof, or failureto act; 5U.S.C.A. " 551 (13). (emphasis
added.)
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73. Both of these events have occurred. HUD has issued a Notice of Default. The owner
did not remedy the deficiencies within the time specified. HUD continues to make payments
under the HAP while the tenants continue to live in conditions of imminent health and safety
risk. Even though the predicate for the relief is satisfied, HUD is withholding the relief of
relocation assistance for the tenants.

74.  The HUD regulation specifically requires HUD to provide relocation assistance to
tenants who want to be rehoused after a notice of default and the failure of the owner to comply
within the time specified in the notice:

If a family wishes to be rehoused in another dwelling unit, HUD shall provide
assistance in finding such a unit for the family. 24 C.F.R. § 886.323(e).

This event has occurred. With the September 5, 2019 letter to HUD, Plaintiffs have clearly
expressed their wish to be rehoused with a voucher as have other tenants. Despite the predicate
being met, HUD has withheld the assistance. The Plaintiffs and other tenants also requested
assistance to relocate including voucher assistance in the public comments provided to
Galveston officials in 2018.

75. HUD’s sanction, the withholding of relief, is final. HUD’s sanction is stated to be the
product of HUD’s full consideration of the facts and it has legal consequences. U.S. Army
Corps of Engineers v. Hawkes Co., Inc., U.S. 136 S.Ct. 1807, 1813-1814 (2016) citing Bennett
v. Spear, 520 U.S. 154, 177-178 (1997).

76. HUD is continuing to keep the project based contract at Sandpiper Cove Apartments
in effect. HUD is not going to provide relocation assistance or enforce its own regulations to
ensure necessary renovations and rehabilitation of the property take place.

77. HUD’s action withholding a remedy that provides Tenant Protection Vouchers or
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other assistance in finding another dwelling unit in decent, safe, and sanitary condition was
outside the scope of HUD’s discretion. HUD’s withholding the remedy is arbitrary, capricious,
an abuse of discretion and otherwise not in accordance with law. Senate Manor Properties,
LLC v. U.S. Dep't of Hous. & Urban Dev., 2008 WL 5062784, at *1 (S.D. Ind. 2008) (HUD
decision to abate PBRA subsidies was justified).
78. HUD’s own regulation limits its discretion once an owner has been given a Notice of
Default and has failed to cure the violations. HUD may exercise any of its contract or
regulatory agreement rights. But whatever choice HUD exercises, if a family wishes to be
rehoused in another dwelling unit, HUD shall provide assistance in finding such a unit for the
family. 24 C.F.R. 8 886.323(e) (Emphasis added). HUD’s withholding any assistance to help
Plaintiffs relocate is final agency action that is arbitrary, capricious, an abuse of discretion and
is not in accordance with the relevant law
VI. The Sandpiper Cove residents live in dangerous and unfit conditions

A. High number of crimes at the Apartment
79.  The high number of violent and serious crimes committed on the Sandpiper Cove
Apartment premises victimizes the apartment residents. In 2016, HUD's agent, Southwest found
that the failure to provide adequate security from criminal activity violated HUD’s housing quality
standards, the governing contract requiring the owner to provide decent, safe, and sanitary housing
(Section 2.5), HUD Handbook 4350.3REV-1, CHG-4, 8-1, C, and HUD Handbook 7460.4-
Security Planning for HUD-Assisted Multifamily Housing Handbook: Chapter2, (5)(c-e). SHCC
found the level of criminal activity at the property was a condition in noncompliance with HUD

guidelines. The review based its finding on service requests made to the Galveston Police
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Department from 10/3/2015 through 10/3/2016. The review required corrective actions to
"improve the safety program at the property and decrease the level and severity of criminal activity
occurring on-site.” The owner did not implement corrective actions and HUD continued to find
high level of criminal activity.

80. Data obtained pursuant to an open records request from the Galveston Police Department
indicates that crime statistics at or near the property have significantly worsened since 2016. From
January 1, 2018 through December 31, 2019, the following serious offenses occurred at or in the
immediate vicinity of Sandpiper Cove:

o Weapon Offenses - 120

. Assault - 75

. Narcotics Violation - 53

J Robbery- 4

o Burglary- 76

. Terroristic Threats - 58

J Disturbance - 504

. Trespassing- 188

. Suspicious Activity/Person — 844

. Theft- 124

. Structural Fire - 12

. Criminal Mischief - 98

. Sexual Assault -8

. Armed/Aggravated Robbery - 6
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81.  The owner did not cure the condition of non-compliance. The 2019 MOR cites that the
owner stated that they would implement an action plan to address safety issues and periodically
assess its effectiveness. The SHCC did not receive the owner’s action plan and has received no
response from the owner regarding this condition of non-compliance since December of 2016.
82.  The Plaintiffs continue to be subjected to this violation of the HUD requirement to
provide decent, safe, and sanitary housing. The high number of serious crimes constitute a
hazard to the tenants and their families.

83. HUD knows that Sandpiper Cove is a place where persons (who do not live at the
complex) habitually go to commit crimes and has taken no action to remedy the unsafe
conditions. These multiple incidents of high crime violate the State law common nuisance
statute. Tex. Civ. Prac. & Rem. Code § 125.0015. The repeated criminal activity subjects
tenants to unsafe living conditions. This repeated violation of state law by the owner is a
reason alone for HUD to provide tenants with the relief of housing away from Sandpiper
Cove.

84.  The HUD Multifamily Security Manual finds that the fear of crime is exacerbated by the
fear and insecurity caused by the often-justified fear of retaliation by criminals reported to the
police or to management. Pages 51-52. Exposure to violence can harm a child's emotional,

psychological and even physical development.

B. Many of units cannot be made physically secure
85. HUD requires the units receiving its rental subsidy to keep all doors and windows
"functionally adequate, operable, and in good repair . . . ." 24 C.F.R. § 5.703(d)(1). The high

crime activity at the apartments exacerbates the need for functionally adequate, operable, and in
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good repair doors, windows, door locks, and window locks. The failure to provide operable locks
on windows and doors is a consistent finding of non-compliance with the obligation to provide

decent, safe, and sanitary housing.

C. The units and other areas are not free from mold
86. HUD requires the units and common areas to be free from mold in order to be decent,
safe, and sanitary.
87.  The dwelling units and common areas must have proper ventilation and be free of
mold, odor (e.g., propane, natural gas, methane gas), or other observable deficiencies. 24
C.F.R. § 5.703(f).
88.  The units and common areas at Sandpiper Cove Apartments have open and obvious
colonies of mold with the resulting foul odor. The mold colonies were found to be an open
violation of the decent, safe, and sanitary regulation in the 2019 REAC inspection.
89. HUD states that the presence of mold as a serious health and safety issue.
Even a small amount of mold or mildew can be potentially dangerous,
especially if it is allowed to increase in size. The presence of mold or mildew
should be identified, and the cause should be determined and corrected. Because
mold/mildew has been recognized as a serious health and safety issue, it is also
recorded as poor air quality. 77 FR 47708, 47713, 8/9/2012.
90. Mold and mildew continue to be present. The 2019 REAC inspection found:
Observed mold/mildew inside units.
Level 3 Health & Safety deficiency — mold/mildew observed in every building
inspected. Evidence of water infiltration or other moisture producing condition that
causes mold, or mildew greater than or equal to 1 square foot of mold/mildew.
Mold/mildew observed in bathrooms and living areas in every unit inspected.

91. HUD is paying the owner for units that are not decent, safe, and sanitary housing and

that pose imminent health and safety risks to the tenants.
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D. The housing provided in return for the HUD and tenant rent payments is not decent,
safe, and sanitary

92. HUD and the tenants have been paying substantial amounts of rent to the owner of the
Sandpiper Cove Apartments. Despite the rent payments, HUD has not assured that the owner
provide decent, safe, and sanitary housing.
93. The HUD inspections consistently find the presence of unit, project and site
conditions that violate the owner’s obligation to provide decent, safe, and sanitary housing.
94.  These and other conditions in noncompliance with HUD requirements for decent, safe,
and sanitary housing affecting each Plaintiff are set out in this complaint.
VII.  Plaintiffs' facts

95. Sandpiper Residents Association (SRA) is a tenant association established in accordance
with federal regulations to protect the rights of Sandpiper Cove residents. 24 C.F.R. § 245.110 et.
seq. It is comprised solely of current residents of Sandpiper Cove Apartments, all of whom
receive a HUD housing subsidy. Sandpiper Residents Association has standing to bring suit on
behalf of the tenants as its members would otherwise have standing to sue in their own right, the
interests it seeks to protect are germane to the organization's purpose;, and because neither the
claim asserted nor the relief requested requires the participation in the lawsuit of each of the
individual members. The injury to Sandpiper Residents Association members is directly related
to the reason they joined the organization, namely to obtain decent, safe and sanitary housing.
Sandpiper Residents Association members have standing to sue in their own right, as they are
directly injured by defendant’s acts and/or omissions.

96. Sandpiper Residents Association was formed to protect and promote Sandpiper Cove

tenants’ interest in obtaining and maintaining decent, safe and sanitary housing at the
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property. Since its formation, SRA has been involved in several actions intended to publicize the
habitability concerns on the property and obtain assistance with remediation of physical
hazards. The Association contacted local media outlets to report poor physical conditions at the
property and make the residents’ plight public. The Houston Chronicle, a major Houston-area
newspaper, published several articles focusing on dangerous conditions at Sandpiper Cove and
residents’ efforts to obtain assistance. The Association has also been involved in filing
complaints with the Southwest Housing Compliance Corporation (“SHCC”), which is tasked with
inspecting PBRA properties, including Sandpiper Cove and ensuring compliance with HUD
habitability standards. SRA continues to monitor conditions at the property and contact elected
officials, SHCC, HUD and local media as necessary to bring attention to issues affecting tenant
health and safety on the property. The Association has meetings during which residents may
bring up any complaints or requests for assistance. In its efforts to assist residents, SRA has
previously addressed the Galveston City Council to bring habitability complaints at Sandpiper
Cove to its attention. Yet despite SRA’s efforts to alert relevant agencies, including HUD,
Defendant has not responded to the Association’s requests for providing decent, safe, and sanitary
housing.
97. Furthermore, neither the claims asserted nor the relief requested requires the participation
of Sandpiper Residents Association members in the lawsuit. Sandpiper Residents Association
seeks injunctive relief, and it can reasonably be supposed that the remedy, if granted, will inure to
the benefit of those members of the association actually injured.
98. Sandpiper Residents Association was formed to protect and promote Sandpiper Cove
tenants’ interest in obtaining and maintaining decent, safe and sanitary housing at the property. The

members are majority Black tenants at Sandpiper. Since its formation, SRA has been involved in
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several actions intended to publicize the habitability concerns on the property and obtain assistance
with remediation of physical hazards. The Association contacted local media outlets to report poor
physical conditions at the property and make the residents’ plight public. The Houston Chronicle,
a major Houston-area newspaper published several articles focusing on dangerous conditions at
Sandpiper Cove and residents’ efforts to obtain assistance. The Association has also been involved
in filing complaints with the Southwest Housing Compliance Corporation (“SHCC”), which is
tasked with inspecting PBRA properties, including Sandpiper Cove and ensuring compliance with
HUD standards. The Association continues to monitor conditions at the property and contacts
elected officials, SHCC, HUD and local media as necessary to bring attention to issues affecting
tenant health and safety on the property. SRA has regular meetings during which residents may
bring up any complaints or requests for assistance. In its efforts to assist residents, SRA has
previously addressed the Galveston City Council to bring habitability complaints at Sandpiper
Cove to its attention. Yet despite SRA’s efforts to alert relevant agencies, including HUD,
Defendant has not responded to the Association’s requests for providing decent, safe, and sanitary
housing.

99. Plaintiff Larry Bernard Brooks Sr. resides at Sandpiper Cove. Part of his rent is paid under
HUD’s Project-Based Section 8 Rental Assistance contract. Mr. Brooks is Black or African
American. He moved to Sandpiper Cove in 2011. He lives alone in a two-bedroom unit. Mr.
Brooks is disabled and supports himself through Supplemental Security Income (*SSI”) of
$771/month. He has never been cited for any infractions at the complex. Mr. Brooks lost valuable
possessions as a result of physical conditions at Sandpiper Cove. Recently, an electric transformer
malfunctioned and Mr. Brooks’ television set was damaged by the resulting power surge. There

is mold in the apartment and a noticeable odor in the unit. He regularly cleans visible areas with
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cleaning solutions to limit the spread of spores but the mold returns. Mr. Brooks is concerned
about long-term health impacts of being exposed to mold in the apartment and is afraid for his
safety as a result of electrical malfunctions. Mr. Brooks’ limited income precludes him from
moving elsewhere without the assistance of a tenant protection voucher.

100. Plaintiff Betty Ann Dergin has lived at Sandpiper Cove since the early 1980s. She lives in
a 3-bedroom apartment with her adult son and minor grandson. Ms. Dergin is Black or African
American. Ms. Dergin and her son are both disabled and disability benefits are their sole source of
income. There are numerous habitability issues in their apartment, including water leaks, defective
plumbing and roof problems. Slugs regularly enter the kitchen through the sink. Frequent power
surges inside the living room have damaged electronic devices so family them to an outside plug
to avoid additional losses. Ms. Dergin is tired of the poor conditions at Sandpiper Cove. She has
mold in her apartment that cannot be removed regardless how often she cleans her home. Ms.
Dergin seeks to move to a decent, safe and sanitary unit but cannot do so without the assistance of
a tenant protection voucher.

VIII.  VIII. HUD’s decision to withhold Tenant Protection Vouchers as a form of
relocation assistance is final agency action that violates the Fair Housing Act
and the Constitution

101. HUD has the authority under the law to provide a specific remedy for Plaintiffs. Because
HUD has issued the Notice of Default and the units continue to pose an imminent health and safety
risk to residents, HUD can issue Tenant Protection VVouchers to Plaintiffs and the other tenants.
FURTHER CONSOLIDATED APPROPRIATIONS ACT, 2020, PL 116-94, December 20, 2019,
133 Stat 2534; CONSOLIDATED APPROPRIATIONS ACT, 2019, PL 116-6, February 15, 2019,
133 Stat 13, Public and Indian Housing Tenant-Based Rental Assistance (2). The prerequisites are

met. HUD issued the Notice of Default. The units pose an imminent health and safety risk to
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residents. HUD does not have to terminate the HAP contract with the owner in order to provide
these vouchers. HUD can pay for the vouchers from the funds already appropriated. Id. If the HAP
is not terminated, the vouchers are relocation vouchers and sunset when the current participant
leaves the voucher program. If the HAP is terminated, the vouchers are replacement vouchers and
remain available for re-use in the community. HUD Notice PIH 2018-09.

102. HUD has made the final decision to withhold this relief from Plaintiffs. The decision has
legal consequences. Plaintiffs do not receive the voucher assistance that could be used for
relocation. The facts show that HUD’s decision to withhold the relief is based on the
discriminatory purpose to maintain racial segregation and to disadvantage a group of minority
households. The use of discretion to accomplish intentional racial discrimination violates both
the U.S. Constitution, 42 U.S.C. § 3604(a), and 42 U.S.C. § 3608(e)(5). N.A.A.C.P. v. Sec'y of
Hous. & Urban Dev., 817 F.2d 149, 157 (1st Cir. 1987); Clients' Council v. Pierce, 711 F.2d

1406, 1425 (8th Cir. 1983).

103. HUD’s withholding the relief of Tenant Protection vouchers or the other assistance in
finding another dwelling unit in decent, safe, and sanitary conditions is illegal final agency
action based on the following facts:

A. It makes decent, safe, and sanitary housing unavailable because of race as shown by
the facts shown in this complaint as summarized below and showing the circumstantial

evidence of HUD’s intent to discriminate on the basis of race and ethnicity.

1) The action disadvantages a predominantly minority group, the tenants at Sandpiper
Cove Apartments, by causing them to live in units, a project, and a neighborhood that poses an

imminent health and safety risk to them and to their families. HUD reports that over 88% of the
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tenants at Sandpiper Cove are Black and Hispanic.

2) The action subjects the minority group to continued residence in units, a project, and
a neighborhood that is substantially unequal to the unit, project, and neighborhood conditions
for the majority White non-Hispanic Project Based Rental Assistance projects in nearby
metropolitan areas. There are several comparable Project Based Rental Assistance properties
in adjacent Brazoria County that are in substantially better physical condition and without the
health and safety hazards present at Sandpiper Cove. They are majority White, non-Hispanic.
These properties are habitable and do not present imminent health hazards to residents.

3) HUD’s action is contrary to the substantive norm requiring it to assure that the
tenants residing in Project Based Rental Assistance are receiving decent, safe, and sanitary
housing. 24 C.F.R. 88886.323 (a), (d), (e).

4) HUD’s action is contrary to the substantive norm that once HUD notifies the owner
that he/she has failed to maintain a dwelling unit in decent, safe, and sanitary condition and the
owner fails to take corrective action within the time prescribed in the notice, HUD shall provide
assistance in finding a unit in decent, safe, and sanitary condition for each family that “wishes
to be rehoused in another dwelling”. . .. 24 C.F.R. § 886.323(e).

5) HUD’s action is contrary to the procedural norm that once HUD notifies the owner
that he/she has failed to maintain a dwelling unit in decent, safe, and sanitary condition, and the
owner fails to take corrective action within the time prescribed in the notice, further payments
for the units violate the Housing Assistance Payment Contract between HUD and the owner.

(2) Housing assistance payments shall only be paid to the Owner for contract units
occupied by eligible families leasing decent, safe and sanitary units from the Owner in
accordance with statutory requirements and with all HUD regulations and other
requirements. Project-based Section 8 HOUSING ASSISTANCE PAYMENTS BASIC

RENEWAL CONTRACT MULTI-YEAR TERM.
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6) HUD’s action is contrary to the procedural and substantive HUD obligation in the
administration of the HAP contract with the owner of Sandpiper Cove, Compass Pointe, LLC
to take and require meaningful actions that:

= address significant disparities in housing needs and in access to opportunity,

= replace segregated living patterns with truly integrated and balanced living patterns,

= transform racially and ethnically concentrated areas of poverty into areas
of opportunity,

and

= foster and maintain compliance with civil rights and fair housing laws.

42 U.S.C. 83608(e)(5); N.A.A.C.P. v. Sec'y of Hous. & Urban Dev., 817 F.2d 149, 156 (1st Cir.
1987); Shannon v. U.S. Dep't of Hous. & Urban Dev., 436 F.2d 809, 819, 821-822 (3d Cir. 1970).
HUD?’s refusal to provide plaintiffs with the grant of assistance necessary to obtain decent, safe,
and sanitary housing in site and neighborhood conditions substantially equivalent to the conditions
in which majority White non-Hispanic occupied PBRA projects are located is the failure to provide
the assistance that would address the significant disparities, segregated living patterns in racially
concentrated areas of poverty, and comply with civil rights and fair housing laws.

IX. HUD’s breach of its obligation to pay the owner only for units that are

decent, safe, and sanitary is based at least in part on the race of Plaintiffs and
the other tenants

102. Plaintiffs will show the following facts that give rise to an inference of discrimination by
HUD.
103. HUD contracts with private landlords to provide affordable housing to low income

tenants through the PBRA program. Pursuant to the contract, HUD makes payments to the
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landlord to rent the units to eligible low income tenants. HUD has the contractual authority to
require that the landlord comply with the HUD housing quality standards that govern this housing
program.

104. Plaintiffs are Black or African American. Sandpiper Cove is located in a 16% White non-
Hispanic census tract. Sandpiper Cove's units are 87% occupied by Black or African American
households. HUD is paying for housing that is provided by the owner to Plaintiffs but which is
not decent, safe, and sanitary housing.

105. Plaintiffs entered into a lease for the HUD subsidized PBRA housing at Sandpiper Cove
that, had it met the HUD housing quality standards, would have provided them and their families
with decent, safe, and sanitary housing. The Plaintiffs' lease for the HUD subsidized PBRA
housing at Sandpiper Cove would have provided them and their families with equal neighborhood
living conditions without conditions that adversely affect the health, safety, and general welfare
of residents.

106. The unit, project, and site conditions that do not comply with minimum standards for
decent, safe, and sanitary housing.

107.  The living conditions that adversely affect the Plaintiffs and other Sandpiper Cove tenants
are factors that adversely affect the health, safety, and general welfare of residents, and cannot
be mitigated by HUD.

108. HUD pays for decent, safe, and sanitary housing for similarly situated, disproportionately
White non-Hispanic low income PBRA tenants in majority White, non-Hispanic census tracts.

These PBRA units include the PBRA projects in Brazoria County which the county adjacent to
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Galveston County where Sandpiper Cove is located.

109. The rents for the assisted units at the projects in Brazoria County are comparable to the
rents for the assisted units at Sandpiper Cove. The unit, site, and project conditions at other PBRA
projects are decent, safe, and sanitary.

110. HUD does not make the disproportionately White tenants in the Brazoria County PBRA
projects live in conditions that present imminent health and safety risks to the residents. HUD
does not require those tenants to reside in conditions of imminent health and safety risks in order
to “preserve” the affordable housing units.

111.  When Plaintiffs and residents at Sandpiper Cove asked HUD to be rehoused after the
Notice of Default and the owner’s non-compliance HUD refused to provide the relocation
assistance. One reason given by HUD for the refusal to relocate the Sandpiper residents was that
HUD wanted to preserve the affordable housing units at Sandpiper.

112. HUD’s payments to the owner of Sandpiper Cove for units that are not decent, safe, and
sanitary is not based on any legitimate, non-discriminatory reason and is final agency action.
113. HUD has no statutory or regulatory authority for paying to provide Plaintiffs with housing
that is not the decent, safe, and sanitary housing required by the relevant housing quality
standards. HUD has no statutory or regulatory authority for paying to provide Plaintiffs with
housing in locations with neighborhood living conditions that are free from high crime and other

conditions that adversely affect the health, safety, and general welfare of the area residents.

A. The additional evidence showing the existence of Village of Arlington Heights factors
supports the finding of intentional discrimination

114.  The U.S. Supreme Court set out a list on non-exclusive factors that may provide
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circumstantial evidence showing racial discrimination was a motivating factor in government
decisions affecting the availability and location of housing. Vill. of Arlington Heights v. Metro
Hous. Dev. Corp., 429 U.S. 252, 265-268 (1977). The following evidence shows the existence
of Arlington Heights factors that support the inference of intent. The facts show that HUD
intentional support for racial segregation is longstanding in duration and pervades HUD's
administration of the PBRA program in the City of Galveston.

115.  Sandpiper Cove apartment complex in the City of Galveston is located in a
predominantly minority census tract. It is further adversely affected by various unequal
neighborhood living conditions. Sandpiper Cove is disproportionately occupied by Black or
African American low-income tenants. Several similar PBRA projects in White, non-Hispanic
Brazoria County and surrounding census tracts that would offer Plaintiffs a racially integrated
housing opportunity in equal neighborhood conditions are restricted to elderly tenants only.
116. Brooks Manor is a similar PBRA complex located in Brazoria County. However, the
tenant community is 79% White Non-Hispanic. The most recent REAC inspection score was 87c.
Its buildings are in better physical condition, with well-maintained common areas, lawns and a
children’s playground in operable condition and located in a census tract with a lower crime rate.
117.  Alvin Memorial is another comparable PBRA property located in adjacent Brazoria
County. Its residents are 66% White Non-Hispanic. The most recent REAC inspection score was
92b. The property is in superior physical condition than Sandpiper Cove and units visibly appear
to be decent, safe and sanitary. Property maintenance is conducted regularly and the crime rate

in the census tract is lower than that Sandpiper Cove is located in.

38



Case 1:20-cv-01783 Document 1 Filed 06/30/20 Page 39 of 50

118.  Magnolia Acres is a comparable PBRA property in adjacent Brazoria County. The
complex’s tenant population is 69% White Non-Hispanic. The most recent REAC inspection
score is 94b. The complex is decent, safe and sanitary. It is a gated, fenced in community with
66 units featuring a children’s playground. The property is in better physical condition than
Sandpiper Cove. The property is zoned to better-performing public schools than any that

Sandpiper Cove residents may enroll in.

B. The historical background of the racial segregation and unequal conditions
affecting PBRA and other HUD assisted housing in Galveston reveals a series of
actions taken for invidious purposes.

119.  HUD’s administration of Galveston’s public housing system and the PBRA program has
perpetuated segregation in the city since the early 20" century. HUD’s administration of the
PBRA program at Sandpiper Cove continues the segregation of the low income Black and
Hispanic tenants in Galveston today.

120.  HUD’s public housing was purposefully constructed and concentrated in an industrial
area known as Galveston’s Sixth Ward. According to census data, this area was historically black.
Four public housing facilities were built in the area, including: Oleander Homes (1943), Palm
Terrace (1943), Magnolia Homes (1953) and Cedar Terrace (1953).

121. In 1971, HUD approved the subsidy associated with Sandpiper Cove Apartments.

122. In 1997, residents and applicants for public housing administered by Galveston
Housing Authority (GHA) filed suit against the agency for failing to remedy the segregation
related to the administration of the City’s Public Housing Program. Plaintiffs’ claims alleged

violations of the 5" and 14" Amendments and Title VI and Title V111 of the Civil Rights Act.
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HUD knows of the racial segregation of GHA public housing. In 1997, HUD found GHA in
violation of Title VI of the Civil Rights Act.

123. The parties entered into a consent decree to resolve Plaintiffs’ claims.

124, As a result, the Galveston Housing Authority was ordered to deconcentrate the families
living in GHA public housing. However, the properties were never properly desegregated.

125. In 2008, Hurricane lke struck Galveston Island and significantly damaged all four of
the Galveston Housing Authority properties. GHA demolished all 569 units. GHA promised to
rebuild them each unit and add over 1500 units over the next 10 years. GHA abandoned that plan
after significant public opposition.

126.  In October 2009, Texas Low Income Housing Service and Texas Appleseed filed a Fair
Housing complaint with HUD against the State of Texas’ Amendment to its Action Plan for
Hurricane Disaster Relief Block Grant Funds. The Complaint asserted that the State of Texas and
the City of Galveston failed to adequately address the impediments to Fair Housing as required
to receive Block Grant funds.

127. In May 2010, a Conciliation Agreement was executed between the parties. The
Agreement advised that the recipients of the CDBG Disaster Relief funds must identify and
address all impediments to Fair Housing. The City of Galveston received 20 million dollars of
the funds to rebuild family and senior public housing.

128.  Over ten years has elapsed since the dissemination of the funds to the City of Galveston
to rebuild public housing and only half of the units have been constructed. The other half of the

public housing units have been proposed to be rebuilt in the Sixth Ward area of Galveston that is
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already densely concentrated with public housing.

129.  The continued concentration of GHA public housing and PBRA housing in the Sixth
Ward of Galveston violates Federal Civil Rights laws and HUD site selection regulations.

130.  The unequal neighborhood conditions affecting HUD’s PBRA housing in minority
concentrated areas include high crime, high poverty including high childhood poverty, distressed
neighborhoods, poor drainage, flooding, segregated and unequal schools, and lack of childhood
opportunities.

131. The injuries particularly to children from these conditions of racial segregation are
foreseeable and were foreseen by HUD.

Racially or ethnically concentrated areas of poverty merit special attention because the
costs they impose extend far beyond their residents, who suffer due to their limited access
to high-quality educational opportunities, stable employment, and other prospects for
economic success. Because of their high levels of unemployment, capital disinvestment,
and other stressors, these neighborhoods often experience a range of negative outcomes
such as exposure to poverty, heightened levels of crime, negative environmental health
hazards, low educational attainment, and other challenges that require extra attention and
resources from the larger communities of which they are a part. Consequently,
interventions that result in reducing racially and ethnically concentrated areas of poverty
hold the promise of providing benefits that assist both residents and their communities.
Affirmatively Furthering Fair Housing; Proposed Rule,78 Fed Reg 43710, 43714, July
19, 2013.

132. HUD's site selection regulations prohibiting the concentration of HUD assisted housing
in minority concentrated, low income areas with unequal living conditions were first enacted in
1972. 37 Fed. Reg. 203 (1972). The existing racial segregation in HUD assisted housing in the
City of Galveston was funded and approved by HUD decisions in violation of HUD's site

selection regulations. HUD provided the Sandpiper Cove with the original HUD assistance and
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continued to renew the Housing Assistance Payments contract despite HUD’s site selection

regulations prohibiting housing in minority concentrated and low-income areas.

C. HUD's decisions to renew the PBRA contracts for Sandpiper Cove Apartments were
made in violation of HUD substantive standards are consistent with and show the
existence of discriminatory intent

133.  HUD has made several decisions to enter into, and continue renewing PBRA contracts
with Sandpiper Cove Apartments since 1984. These decisions were made in violation of the
HUD regulatory standards for acceptable housing. 24 C.F.R. 8 5.703. These decisions are
consistent with and supportive of the racially segregative purpose to segregate Black or African
American families and provide them with unequal facilities. HUD's failure to affirmatively
further fair housing with regard to the PBRA program and Sandpiper Cove Apartments is the
violation of a substantive standard that is consistent with discriminatory intent.

134. HUD has the legal obligation under 42 U.S.C. § 3608(e)(5) to affirmatively further fair
housing:

- address significant disparities in housing needs and in access to opportunity,

replace segregated living patterns with truly integrated and balanced living patterns,

- transform racially and ethnically concentrated areas of poverty into areas of
opportunity, and

- foster and maintain compliance with civil rights and fair housing laws. N.A.A.C.P.
v. Sec'y of Hous. & Urban Dev., 817 F.2d 149, 156 (1st Cir. 1987); Shannon v. U.S. Dep't
of Hous. & Urban Dev., 436 F.2d 809, 819, 821-822 (3d Cir. 1970); 24 C.F.R. 8 5.150, §
5.152; HUD, Affirmatively Further Fair Housing, Final Rule, 80 Fed. Reg. 42272, July 16

2015.
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135. HUD is aware of the racially segregated and unequal conditions in the living patterns
provided by the PBRA projects located in the City of Galveston, in Galveston County, and in the
adjoining county, Brazoria County. HUD obtains detailed Management and Occupancy Review
reports as well as REAC reports on each PBRA project. These reports include the facts showing
failure of units in these projects to provide decent, safe, and sanitary housing. HUD’s Picture of
Subsidized Households database contains the census tract information showing the minority
composition of each PBRA project and of the census tract in which each PBRA is located.

136.  Despite this knowledge, HUD has not taken meaningful action to affirmatively further
fair housing in the PBRA program as administered at the Sandpiper Cove Apartments project.
HUD's implementation of its legal obligation to provide for fair housing is violated by HUD’s
breach of its obligation to pay only for Sandpiper Cove units that are decent, safe, and sanitary
housing. HUD’s breach leaves in place a pattern of racially segregated and unequal living
conditions at Sandpiper Cove Apartments.

X. Claims for relief

A. APA claim for relief based on the final agency action withholding the assistance
required by the 2019 Consolidated Appropriations Act and 24 C.F.R. § 886.323(e)

137. The legal and factual prerequisites for HUD’s provision of relocation assistance to
Plaintiffs are met. HUD has issued a Notice of Default for the owner’s failure to maintain the units
and the projects in decent, safe, and sanitary condition. The time for the owner to cure the
deficiencies has passed without the deficiencies being cured. Plaintiffs have requested the
assistance to relocate to decent, safe and sanitary housing elsewhere. HUD’s obligation to provide

the assistance and the relief from the owner’s breach of its obligation to provide decent, safe, and
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sanitary housing is an obligation to provide assistance and relief and its withholding the assistance
and relief is final agency action under the Administrative Procedure Act, 5 U.S.C. 8 551(13); 5
U.S.C.A. § 551 (10)(B); 5 U.S.C.A. 8 551 (13)(A). The relevant law and regulation require HUD
to provide the relief of assistance for relocation once HUD has given a Notice of Default, the owner

has not corrected the deficiencies set out in the notice, and HUD continues the contract in effect

and pay for units that are not decent, safe, and sanitary.6 Each of these requirements is met yet
HUD continues to withhold the assistance which is the relief provided by law. HUD’s withholding
the assistance and the relief is final agency action. 5 U.S.C. § 551(13); 5 U.S.C. § 551 (10)(B), 5
U.S.C. § 13(A). HUD?’s action is arbitrary, capricious, an abuse of discretion, or otherwise not in
accordance with the Appropriations Acts and 24 C.F.R. § 886.323(e). The scope of review for this

claimis set by 5 U.S.C. § 706 (2).

B. APA claim for relief based on the final agency action unlawfully withholding the
relocation assistance required by 24 C.F.R. § 886.323(e)

138. The legal and factual prerequisites for HUD’s provision of relocation assistance to
Plaintiffs are met. HUD has issued a Notice of Default for the owner’s failure to maintain the units
and the projects in decent, safe, and sanitary condition. The time for the owner to cure the
deficiencies has passed without the deficiencies being cured. Plaintiffs have requested the
assistance to relocate to decent, safe and sanitary housing elsewhere and HUD has refused.

139. HUD has the legal obligation to provide the tenants with relocation assistance pursuant to
24 C.F.R. § 886.323(e) and is refusing to do so. Plaintiffs bring this action is to compel agency

action unlawfully withheld or unreasonably delayed. The scope of review for this claim is set by

6 FURTHER CONSOLIDATED APPROPRIATIONS ACT, 2020, PL 116-94, December 20, 2019, 133 Stat 2534;
CONSOLIDATED APPROPRIATIONS ACT, 2019, PL 116-6, February 15, 2019, 133 Stat 13, Public and Indian
Housing Tenant-Based Rental Assistance (2); 24 C.F.R. § 886.323(e).
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5U.S.C. § 706 (1).

C. APA claim for relief based on the final agency action withholding the Tenant
Protection Vouchers assistance authorized by the 2020 and the 2019 Consolidated

Appropriations Acts7

140. The 2020 and the 2019 Consolidated Appropriations Acts authorize HUD to issue Tenant
Protection Vouchers to tenants in PBRA projects for which HUD has issued a Notice of Default
and in which the conditions constitute imminent health and safety risks to the residents. See note
6.

141. HUD?’s final decision to withhold the assistance and relief of Tenant Protection VVouchers
given the owner’s refusal to provide decent, safe, and sanitary units, the Notices of Default, the
failure to cure the deficiencies, and the imminent health and safety risks to Plaintiffs and the other
tenants is final agency action. 5 U.S.C. § 551(13); 5 U.S.C.A. § 551 (10)(B); 5 U.S.C.A. § 551
(13)(A).

142.  HUD’s final decision to withhold the assistance and relief of Tenant Protection VVouchers
is arbitrary, capricious, and an abuse of discretion.

143.  The scope of review for this claim is set by 5 U.S.C. § 706(2).

D. APA claim for relief based on the final agency action withholding the Tenant
Protection Vouchers and the other relocation assistance authorized by the 2020 and
the 2019 Appropriations Acts and 24 C.F.R. 8 886.323(e) that violates HUD’s
obligations to provide, within constitutional limitations, for fair housing in all of its
housing programs as required by 42 U.S.C. § 3608(¢)(5)

144. HUD?’s final decision to withhold the assistance and relief necessary for Plaintiffs to

" FURTHER CONSOLIDATED APPROPRIATIONS ACT, 2020, PL 116-94, December 20, 2019, 133 Stat 2534;
CONSOLIDATED APPROPRIATIONS ACT, 2019, PL 116-6, February 15, 2019, 133 Stat 13, Public and Indian
Housing Tenant-Based Rental Assistance (2)
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obtain decent, safe, and sanitary housing elsewhere including the use of Tenant Protection
Vouchers continues to subject Plaintiffs to racial segregation and unequal conditions in HUD’s
Project Based Rental Assistance program. As shown in this Complaint, HUD is funding and
administering a racially separate and unequal PBRA system that denies Plaintiffs racially
integrated and equal housing. HUD’s decision to deny the assistance and relief for Plaintiffs to
use the federal assistance to obtain racially integrated and equal housing violates HUD’s duty to
affirmatively further fair housing under 42 U.S.C. § 3608(e)(5).
145.  The scope of review for this claim is set by 5 U.S.C. § 706.

E. Claim for intentional discrimination in violation of 42 U.S.C. § 3604(a)
146. For units in PBRA projects in majority White non-Hispanic census tracts, HUD complies
with its obligation to pay only for units that are decent, safe, and sanitary. HUD is breaching this
obligation by knowingly and voluntarily paying the owner of Sandpiper Cove Apartments for
units that are not decent, safe and sanitary. HUD’s breach of this obligation at Sandpiper Cove is
based at least in part on the race of Plaintiffs and the other tenants. The evidence for this claim is
shown above. HUD’s discriminatory purpose subjects Plaintiffs to the injuries caused by the
breach of HUD’s obligation to pay only for decent, safe and sanitary housing.
147. HUD?’s final decision to withhold the relocation assistance and relief necessary for
Plaintiffs to obtain decent, safe, and sanitary housing elsewhere including Tenant Protection
Vouchers makes the decent, safe, and sanitary housing that would be available with that
assistance unavailable to a group that is predominantly Black or African American and

completely minority. This is the group of tenants at Sandpiper Cove Apartments. This decision
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continues to subject Plaintiffs to HUD’s discriminatory purpose and the resulting effects.
148. The evidence set out in this Complaint shows that HUD’s final decision to withhold the
assistance and the Tenant Protection VVouchers is intentional discrimination on the basis of race

and ethnicity in violation of 42 U.S.C. § 3604(a).

F. Claim for intentional discrimination in violation of the Equal Protection component
contained in the due process clause of the Fifth Amendment to the Constitution of the
United States

149.  For units in PBRA projects in majority White non-Hispanic census tracts, HUD complies
with its obligation to pay only for units that are decent, safe, and sanitary. HUD pays for units at
Sandpiper Cove that are not decent, safe, and sanitary. HUD’s payments for units at Sandpiper
Cove that are not decent, safe, and sanitary is based at least in part on the race of Plaintiffs and
the other tenants. The evidence for this claim is shown in this Complaint. HUD’s discriminatory
purpose subjects Plaintiffs to the injuries caused by the breach of HUD’s obligation to pay only
for decent, safe and sanitary housing.

150. HUD?’s final decision to withhold the assistance and relief of the assistance including
Tenant Protection Vouchers as necessary for Plaintiffs to obtain decent, safe, and sanitary
housing elsewhere makes the decent, safe, and sanitary housing that would be available with that
assistance unavailable to a group that is predominantly Black or African American and almost
exclusively minority. This is the group of tenants at Sandpiper Cove Apartments. This decision
continues to subject Plaintiffs to HUD’s discriminatory purpose and the resulting effects.

151.  The evidence set out in this Complaint shows that HUD’s final decision to withhold the

assistance and the Tenant Protection VVouchers is intentional discrimination on the basis of race
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and ethnicity in violation of the Equal Protection component contained in the due process clause
of the Fifth Amendment to the Constitution of the United States.

XI.  Prayer for relief

152.  Plaintiffs request the following relief:

A. an injunction ordering HUD to provide Plaintiffs with the assistance necessary to obtain
affordable decent, safe, and sanitary housing in neighborhoods without substandard conditions
for so long as Plaintiffs remain eligible for the assistance;

B. an injunction ordering HUD to provide Plaintiffs with Tenant Protection VVouchers as part
of the assistance necessary to obtain affordable decent, safe, and sanitary housing in
neighborhoods without substandard conditions so long as Plaintiffs remain eligible for the
Voucher; This relief includes relocation assistance to use the voucher to obtain decent, safe, and
sanitary housing in neighborhoods without substandard conditions.

C. In the alternative to the relief of a Tenant Protection VVoucher, injunctive relief ordering
HUD to transfer the PBRA subsidy to a decent, safe and sanitary within the City of Galveston or
Galveston County. This relief includes relocation assistance for the Plaintiffs to transfer to the
new housing for the PBRA contract that is decent, safe, and sanitary.

D. injunctive relief that Plaintiffs’ leases with Sandpiper Cove Apartments are terminated

without any default by Plaintiffs and ordering a return of all funds paid by Plaintiffs as rent or

deposits;
E. any other appropriate injunctive relief; and
F. an award of plaintiffs' attorney's fees, litigation expenses, and costs.
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Respectfully Submitted,

/s/Kimberly Brown Myles
Kimberly Brown Myles
Attorney in charge

State Bar No. 24071805
LONE STAR LEGAL AID
P.O. Box 398

Houston, Texas 77001 0398
(713) 652-0077 ext. 1206
Fax: (713) 652-3141

Email: kbrown@]lonestarlegal.org
D.C. Bar No. TX0180
Attorney for Plaintiffs

Velimir Rasic

State Bar No. 24065948

LONE STAR LEGAL AID
P.O. Box 398

Houston, Texas 77001 0398
(713) 652-0077 ext. 1204

Fax: (713) 652-3141

Email: vrasic@lonestarlegal.org
D.C. Bar No. TX0179

Attorney for Plaintiffs

Of Counsel:

Laura B. Beshara

State Bar No. 02261750
DANIEL & BESHARA, P.C
3301 Elm Street

Dallas, Texas 75226-1637
214-939-9230

Fax 214-741-3596

E-mail: laurabeshara@swbell.net
D.C. Bar No. TX0171

Attorney for Plaintiffs

Michael M. Daniel
State Bar No. 05360500
DANIEL & BESHARA, P.C.
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3301 EIm Street

Dallas, Texas 75226-1637
214-939-9230

Fax 214-741-3596

E-mail: daniel.michael@att.net
D.C. Bar No. TX0172
Attorney for Plaintiffs
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