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PROCEEDI NGS

M5. ANDERSON: Good norning. 1'Il call to
order the April 7 meeting of the Texas Departnent of
Housi ng and Community Affairs. W appreciate you al
being with us this norning. M. Conine will return
shortly. But because of sone board nenber constraints on
t he back end, we're going to go ahead and start.

We're going to try to nove quickly through this
agenda in order to nmake sure that we can do the things
that the board needs to take action on today that wll be
of considerable interest to many of you all in the room

So as is our custom we take public coment at
t he begi nning of the neeting, or at the witness's option,
at the time that the itemis presented. | have a nunber
of witness affirmation fornms in front of me. And only one
person of those to speak during the public comment peri od.

So we will begin with that. M. Ann Denton.

M5. DENTON: Good norning. | guess it is stil
norning. M name is Ann Denton, and | ama volunteer -- a
menber of your Disability Advisory Conmttee. W are a
smal | group of representatives who advise the board on
matters related to disability.

| also ama voting nenber of the State of Texas

Pronoti ng | ndependence Advisory Commttee, also known as




the O nstead Conmittee.

And |"mhere today to talk to you about the
integrated housing rule. | want to enphasize that | am
not here as a nenber of the disability -- | amhere as a
menber of the Disability Advisory Committee, but | am not
here to speak for or against any particular projects. W
do not do that.

But | do want to speak to you and rem nd you
about the reasons that you first enacted the Integrated
Housing Rule. The departnent's integrated housing rule
was adopted in response to a nunber of civil actions,
primarily the Americans Wth Disabilities Act. And |I'm
going to read this so | get it right.

"The Anmericans Wth Disabilities Act passed in
1990, require public entities to provide services in the
nost integrated setting appropriate to these people with
disabilities, and nake reasonable nodifications in
policies, practices or procedures.”

In 1999, the United States Suprenme Court
reviewed O nstead versus L.C. and delivered a ruling that
said the unnecessary institutionalization of persons with
disabilities is a violation of the ADA.

One of the provisions was called the

integration regulation. It requires a public entity to




adm ni ster services, prograns and activities in the nost
integrated setting appropriate to neet the qualified
individuals with disabilities.

I n Decenber 2003, this board adopted the
I ntegrated Housing Rule. And | just wanted to thank you
for adopting that, and rem nd you that you did that not at
the whimof a group of advocates, but that because it was
a legal basis for doing so. That's all.

M5. ANDERSON: Thank you very much

M5. DENTON: Thank you.

MS. ANDERSON. Questions of Ms. Denton? As |

often do, |'ve already got things out of order. So I'm
going to back up now and call the roll. Vice Chairnman
Coni ne.

MR CONI NE: Here.

MS. ANDERSON: M. Bogany.

MR, BOGANY: Here.

M5. ANDERSON: M. CGonzalez is absent. M.

Gor don?
GORDON: Her e.

ANDERSON:  Mayor Sal i nas?

2 5 3

SALI NAS: Here.
M5. ANDERSON: W do have five nenbers present.

We do have a quorum Next itemis the Presentation




Di scussi on and Possi bl e Approval of the M nutes of Board
Meeting of March 10.

MR. CONINE: So noved.

MR BOGANY: Second.

M5. ANDERSON: Di scussion? Hearing none,
assune we're ready to vote. Al in favor of the notion,
pl ease say aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MR. ANDERSON: The notion carries. 1In the
interest of making sure that we vote on things that we
need to vote on while we have a quorum |'mgoing to ask
the board's indulgence to nove directly to Item 3, which
is, Presentation, D scussion and Possi bl e Approval of
Housing Tax Credit Itens. M. Carrington?

M5. CARRI NGTON:  Thank you, Madam Chair. W
have for the board's consideration five requests for
amendnents on tax credit allocations. The first one is
Gak Tinbers in Wiite Settlenent. This was a 2001 tax
credit allocation.

And what they are requesting is to change the
bedroom mi x and the unit m x, and amendi ng the requirenent

for the applicable faction to be no greater than 60




percent has already been approved. Basically what has
happened is at cost certification tine it was determ ned
that the unit m x was not as had been originally planned.

That there had been sone adjustnents nmade based
on mar ket demand. However, we do still have the sane
nunber of units, and we do have nore | owinconme units and
fewer market rate units in this transaction

The nodification would not have negatively
i npacted the devel opnent. It would have received an
allocation. And staff is recommending that this anmendnent
be approved.

MR. CONI NE: So noved.

MR. BOGANY: Second.

M5. ANDERSON: | do have public comment on this

item M. Littlejohn, do you want to speak to the board?

MR, LITTLEJOHN. |'m avail able for questions as
needed.

M5. ANDERSON: Thank you. Any di scussion?
Hearing none, | assune we're ready to vote. All in favor

of the notion, please say aye.
(A chorus of ayes.)
MS. ANDERSON. Opposed, no?
(No response.)

M5. ANDERSON: The notion carri es.




M5. CARRI NGTON: The second one for your
consideration is Portside Villas |located in |Ingleside.
And this was a reduction -- a decrease in the nunber of
t wo- bedroom units by two units, and increasing the nunber
of one-bedroomunits by two units. And slightly
i ncreasing the square footage in this devel opnent.

It did receive an allocation of $563,846 in
2002. If this anendnent is approved, staff is
recommendi ng that their credit allocation be reduced by
$13, 112 down to 550,734. It would not have materially
i npacted the devel opnent. It would have received an
all ocation. And staff is recomendi ng approval .

MR BOGANY: So noved.

MR SALI NAS: Second.

M5. ANDERSON: Any di scussion? Hearing none, |
assume we're -- | don't think | have public comment on
this. No. Hearing none, | --

MR. CONINE: | have a quick question. So what
we've got here is an applicant who couldn't count. 1Is
that right?

M5. CARRINGTON: M. Conine, | would never say
t hat .

MR CONINE: Oh. The thing that bothers nme in

this particular thing, it's alnost unrel ated, but | have




to ask the question. In the -- in our discussion, it
says -- or in our addendum the credit underwiting
analysis filled out, it talks about the owner electing to
initiate the credit period for 2003.

And in this particular case, he's giving up,
based on cost certification, $13,000 worth of credits,
that due to IRS regs, we can't -- we have to reuse them or
reall ocate themw thin 180 days based on the witeup. And
it says the date for reallocation or reuse was June 30,
2004.

And ny question froma process standpoint is
how often does that occur, this losing credits out into
thin air where we can't pick up and recogni ze earlier and
put themto use for |owinconme Texans sonewhere el se?
Hello, M. Couris.

MR GOURIS: Hello. Tom Gouris, Director of
Real Estate Analysis. That is an issue that we are
concerned about. Last year we kept a record of those that
we thought we had cost certifications for that we m ght
have sone recapture issue, try to get those signed by that
deadline, in case they had placed in service at the end of
| ast year.

This -- that didn't seemto be sufficient,

because we still had a project like this cone up. So this
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year what we're doing is -- | had sent a letter out to al
t he applicants who have not submtted their cost
certifications in yet. And we'll also endeavor to nake
sure that those get in here.

If there is any expectation that there is a --
going to be a loss in the credit or a recapture in the
credit, that we get those in and go ahead and i ssue 8609s
on those so we can go ahead recapture those credits.

MR CONINE: Yes. I'mall for you know,
spendi ng | ess noney than we thought. But we've got to
figure out a way to send a two-m nute warni ng or something
before the 180 days runs out, so that we can get sone idea
of what m ght be out there so we can possibly do
sonet hi ng, maybe a 60-day |etter or sonething.

But you all think through that and, you know,
we can talk about it later. But | just noticed that in
this witeup, and, you know, can't do anything about this
specific one. But it we can sure fix future issues.

MR GOURIS: Yes, sir.

MS5. ANDERSON:. M. MacDonal d, would you like to
testify? And please fill out a witness affirmation for
ne.

MR. MACDONALD: Yes, ma'am Thank you. First

of all, the applicant doesn't agree to the reduction in
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the credits. W have $622,000 in cost overruns on the
project. This was the way it was submtted by staff, and
we woul d obviously not -- would Iike to see those credits
not reduced.

MR. CONINE: Ckay. There's a whole separate
process for that, which you can go through if you care to.

But | --

MR. MACDONALD: Actually, this is the first we
heard that the reduction was going to be made.

MR. CONINE: Ckay. Well, you need to take that
up with M. Gouris later on

MR. MACDONALD: Ckay.

MR CONINE: | just would like to see this --
when we get to the point of the tinme el apsing on our pool
of 9 percent credits, that we can figure out sone early-
warning systemif we're going to get sone back. Ckay.
Thank you. I'msorry. | didn't nmean to tie you up on a
really, an unrelated issue. | think we've got a --

M5. ANDERSON: W have a notion and a second.
O her questions? D scussion? Hearing none --

MR. BOGANY: | have one quick -- very quick.

" mjust concerned that Tomis -- M. Gouris is
recommendi ng a reduce in credits, and the applicant didn't

even know that he was getting his credits reduced. That
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just seened like there should have been sone conversation

t here.

MR GOURIS: I'Il report if that's what he
asked for. | need to go back and |ook at the file to see
what his docunentation says. But that's news -- that was
news to nme. 1'd like to figure that out.

MR BOGANY: So does it have an effect that we
vote to reduce credits, and that really, he didn't really
ask for a reduction in credits?

MR CONINE: Well, we could --

MR. GOURIS: And naybe what --

M5. CARRI NGTON: Deferring it until M. CGouris
can check the file and see if that is indeed what was
request ed.

CONI NE:  Mve to table.

BOGANY: Second.

2 3 3

GORDON:  Second.

M5. ANDERSON: All in favor.

(A chorus of ayes.)

MS. ANDERSON. Qpposed?

(No response.)

M5. ANDERSON: This particular itemis tabled.
M5. CARRI NGTON: Thank you. This one will take

alittle bit nore explanation. This is South Union Place
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Apartnments. The property is to be |ocated in Houston.
And this is a 2004 allocation of tax credits.

At the pre-application time, the applicant did
not include transitional housing in their application.
But after reviewing the other applications in the pre-app,
t hey decided to forego the seven points in their pre-
application, and substantially changed their application
that canme in for the full cycle

And what they did in their application that
canme in for the full cycle was to have 25 percent of the
units be transitional housing. And that transitional
housi ng was worth eight points. So they forego the seven
in the pre-app, and then the transitional housing was
worth ei ght points.

Then as a result of the Attorney Ceneral
opi nion and the rescoring, the eight points went down to
six points, | believe. 1Is that correct, Ms. Boston? See
if I"ve got this right. And that was as a result to the
AG opinion. W did reduce the points on that particul ar
transacti on.

What the devel oper is asking for -- this
devel opnment is all in one building. And there is a
determ nation that transitional housing and non-

transitional housing can't be m xed together that it would
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need to be in a separate building.

They are only building one building. And so
what they are com ng back to the departnent and asking for
is an anendnment that would allow themto not include 25
percent of the units as transitional housing units.

| f you would go over to the staff
recommendati on, what you'll see is that in staff's
opinion -- we had to go down all the way to the third tie-
breaker on this. Actually, let's |look at the bottom of
the page, where it says staff recommendati on.

First of all, we are recommending that this
amendnent request be denied. And we're recommendi ng that
because the loss of the five points would decrease the
applicant's score from 142 to 137, in Region 6 then this
woul d have created a tie. And it would have created a tie
with two ot her devel opnents. So it would have been a
three-way tie, Las Villas de Magnolia and Essex Gardens.

And so then what we did was | ook at the tie-
breakers. And the first tie-breaker awarded points for
anenities. And | believe that they would have all gotten
those points. The second tie-breaker was six points for
all three devel opnents. So we had to go all the way down
to the third tie-breaker.

And that tie-breaker was the ambunt of credits




15

per square foot. And had we applied that tie-breaker,
then the South Union Place devel opnent woul d not have been
the wi nning application. There would have been anot her
devel opnment that woul d have been the w nning application.
And so that is why staff is recommending that this
amendnent not be approved.

M5. ANDERSON: And | have public conment on
this. W can do that before or after a board notion. GCo
ahead.

MR CONINE: | would rather hear sonme comments
first.

M5. ANDERSON: M. Barineau -- John Bari neau.

MR. BARINEAU:. M. WIlie Al exander is doing
our representation if that's all right.

MR. ALEXANDER: Good afternoon. Good norning.

M5. ANDERSON: |'msorry to interrupt you
W're going to -- and | see you've got six people want to
testify. And we're going to give you three m nutes
api ece, and you can split that up any way you want to.

MR. ALEXANDER. Madam Chai r person, due to the
conplexity of this, I'"'mgoing to use the mnutes of Julie
Jackson and Mark Barineau. Madam Chairperson, nenbers of
the board, Ms. Carrington, thank you for allowing ne to

address you this norning.
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My name is WIllie Al exander, and |I'mthe vice
presi dent of Scott Street G oup, Managi ng general partner
for South Union Place Limted Partnership.

We are here this norning to appeal to the board
to override the staff recomendation to deny our request
to amend our application. As a result of the staff denial
of our anendnent, it puts us in a tie-breaker with Essex
Gardens, and as a result, we are trying to -- show you --
get you additional information this norning. Hopefully
you'll change this -- make a different decision.

|"d first like to talk to you about the
application history. W first nade application under the
name Foster Place in 2003. This is a 160-elderly-units
md-rise project. O course, that project was denied.

We cane back again in 2004 with a second
application, and we changed the nane to South Union Pl ace.
And t he reason we changed the name to South Union Place

i's because the people in that area of town said, Look,
Foster Place Manor is about a half mle down the road.
You all live in South Union Place, so as a result, please
change the nanme, and we did.

This was -- South Union Place was a 125
elderly-unit md-rise. And we thought that this -- this

was a better market fit. It was a snaller project, and
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then there were also fewer tax credits.

As | mentioned, the community -- we paid cl ose
attention to what the community has said. And as a
result, we went out to the comunity to get their support.

| f you would turn to page 6 of the -- I'msorry, not page
6, but Exhibit 6, which I've brought to you for your
revi ew.

We have letters that | want you to pay close
attention to, two letters in particular, for conmunity
support. One -- the first one that you would turn to is
A d Spanish Trail Community Apartnents.

Pl ease note that in their support -- this is an
organi zation that has -- that is conprised of 52 civic
cl ubs, and 67 businesses. And they are in the zip code
77021, where South Union Place is located. And this is
the organi zation that's been approved by the State of
Texas.

And the other letter is from South Union C vic
Cl ub, an organi zation that's within a stone's throw of our
project. And the president, Dorothy Hughes, wote a
| etter on behalf of that organization.

Now, this organization is conprised of 45
active nmenbers who would be living in and around South

Uni on Place. And the boundaries include the South Union
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Pl ace Apartnents.

Now, we received -- there's others. W
received no credit for -- no points for this community
support. But what we have here is a community that really
wants this project built. As a matter of fact, when we
went back to themto talk, to ask them about the 25
percent transitional units, and we've all heard about
NI MVBY.

But in this particular case, they said, W want
this project built. And as a result, we are willing to
live with the 25 percent of the units being set aside for
transitional units -- I'msorry, transitional housing
units.

Now, as far as the application point scoring
hi story, again, in January -- as Ms. Carrington said, in
January 2005, our preapplication score was 139. And as a
result -- this included the several points for
preapplication. But that application was dead on arrival.

Wen we | ooked at all the other applications,
we were out the noney. There was no way we were going to
be awarded credits. So that's when we went back to the
comunity. And they said, Go ahead. Whatever it takes to
get this application done, we want to get it done.

And that was in March 2004. And we -- so we
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have our support letters, as | talked to you earlier. And
Wi th these support letters, no points were awarded. But
the organi zation -- the devel opnment Essex Gardens, who is
our conpetitor now, since we're in this tie, it's ny
understanding that in Sealy, Texas, they do not have
communi ty support groups. And they -- however, they were
awar ded two points just based on the state average.

And it just appears to nme that that's --
there's sonething -- you know, we've got a -- we've got
community support letters. W've got a community that's
really wanting to have this done. But then -- and it's --
if there are no points awarded, it's like their voices are
not bei ng heard.

And again, as |'ve nentioned to you earlier,
the staff denial of our amendnent puts us into a tie with
the Essex Gardens. And we're asking for you to overrule
the staff recommendation. | now turn it over to ny
partner, John Bari neau.

MR. BARI NEAU. Good norning. Thank you. It is

obvious it's a conplex situation. W're in a real pickle.

We, together, this board and nyself. The -- I'mgoing to
take it -- we've got sone other people here today,
Christine Ramrez -- I"'mgoing to take her tinme, and al so

our attorney John Cochran.
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Further to what WIllie said there, and M.
Carrington did a good job of explaining the point to us,

t he confl uence of having given up seven sure points to
pick up 15, giving us a little net-eight gain. W gave up
seven points and picked up five because of the Attorney
General ruling. W nmade a decision predicated on what
turned out to be points that didn't nmaterialize.

It's much like the teenager com ng hone at
9:30, and his parents say, You're |late. You say, Well,
Mom and Dad, | was supposed to be hone at 9:30. Wll,
whil e you were gone, we decided you had to be hone at
9: 00.

It's sort of the sane thing with the 15 versus
five points. And | understand that was a difficult
situation and nobody here had anything to do with it. It
just cane down. However, those two points that we would
have had, had we retrospectively -- and that's what this
tie-breaker thing is, it's a retrospective conparison that
woul d have al so maybe not had us in a tie position had we
been able to ook at that in addition to what M.

Al exander said, had we gotten just one stinking point from
t he support letters.
But | can go on and say the way this canme about

is, this was several weeks ago we were -- we | earned that
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t he Conpliance Departnent of TDHCA -- |'m going to say

| earned that this project was going to have 25 percent of
each unit set aside for transitional. And those people
were going to be commngled with the regular tax credit
folks. And that's clearly in our plan all along. It's
been clear in our plan along that we had a single
bui | di ng.

And if you will turnto -- in our response and
application, if you' Il turn to Exhibit Nunmber 1 in our
book, the provision of the QAP that we went under to get
those 15 points at the time said sinply, "Evidence if
there was going to be transitional housing for the
honel ess on a non-transient basis. And that the honel ess
peopl e woul d be defined according to the HUD definition of
honel ess. "

Those were the only two definitional
characteristics that were defined in the QAP. And then we
t ook option nunber two under that, to set aside 25 percent
to receive the 15 points. And went on through filing our
appl i cation.

And then we just |earned, alnost by the
grapevine, and in a few conversations with staff, that
there is concern on their part, and the intent, apparently

on their part, was that any tinme you have honel ess in
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TDHCA's QAPs ternms, they need to be in a separate
building. And they -- apparently, staff believes that
that is a requirenent of the Section 42.

Now, we don't concur with that Section 42
reasoni ng, by the way, because we have a | egal opinion
that states that as |ong as we have tenants on a six-nonth
| ease or longer, they' re not considered transitional or
transient.

So that's why our application is resubmtted.
We believe we're in conpliance with Section 42, fully
| egal and otherwi se. But we understand that it may not be
really what the departnent intended. And by virtue of
prior QAPs, it was 100 percent transitional, | believe,
starting back as far as 2000.

2004 is sort of a experinmental trial balloon
here, as we said, because we did have a 25 percent. Now,
| understand in 2005 we've gone back to all or nothing,
100 percent. But be as it may, we're stuck with the 2004
pl an.

We woul d ask that you m ght consider that seven
points versus the 15, and if the staff has a problemw th
it, we sure don't want to be going into a deal where we're
starting fromthe get-go in conflict with what the staff

may think that that interpretation of the rules are.
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But having gone beyond that, | think we can say
the tie-breaker, in sonme respects, on a -- having to do
with tax credits per square foot, which is really the way
the tie-breaker that we would |l ose on -- they're kind of
conparing appl es and oranges.

W're a elderly, md-rise elevator building in
inner-city Houston, in a qualified census tract; whereas,
the Sealy Project, Essex Gardens, is a famly project
garden-styl e apartnment, not in a qualified census tract,
and that has sone inplications in the anount of tax
credits that it justifies.

But if we could just squeeze out another point,
considering the departnment's authority, or the board' s
authority under 50.10 of the QAP, which says that the
board "has the authority to consider, other than points,
and that the applicant or developer's efforts to engage
t he nei ghborhood,"” are one of the itens on the |aundry
list that you all can use sone judgnment on, mght give us
one nore point, or even half a point would be fine, to
resol ve the tie.

Furthernore, if you'll turn to the exhibit on
Exhi bit Nunmber 5, the HUD Results of the Attorney Genera
ruling. W got hanmered about ten points. More so than

any other category. And it's sort of unique that that
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particul ar category got hit so hard. The others were nore
across-the-board kind of adjustnents.

Finally, I'd |like to point out that since we
got the award in August, we noved forward in good faith,
we' ve got conpl ete plans and specifications, conpletely
designed, fully engineered, fully architect, stanped and
approved by the Cty of Houston.

We have in Exhibit 8, if you'll look in the
back of your book, we have evidence that these plans have
been approved for permtting. And there is a copy of the
stanped and approved City of Houston permt for
construction.

We have spent, also | will point out Exhibit
Nunber 7, is our cost tally of what we've got in this
project to date on the strength of the approved
application back last sumer. W've got 567 -- $576, 000
in the ground. W've bought the land. W've paid the
architect. W've paid the lawers. W're off to the
races.

And doggone it, right here at the |last nonent,
acting in good faith, we find out there is another winkle
in our plan, that is, what we proposed, staff is
concerned, may be in violation of Section 42, and is not

what they intended. W would submt that that's not our
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fault. And we would want to work with the staff.

In fact, we were sonmewhat encouraged by the
staff when they discovered this question of a separate
bui | di ng, versus having themall comm ngled, to actually
make them consi der an anendnent to clear up that issue.

We don't want an issue any nore than you al
do, going forward. It's put a taint on us, for our
syndicator. Put a taint on us for our lender. And until
this is resolved, we've got $576,000 sitting out there
that is spent, and puts us in a real pickle.

So we woul d ask your consideration in
overruling the tie-breaker theory, to approve our request
for the anmendnment. Thank you very much

M5. ANDERSON: We still have sone tine.

MR. CONINE: Are there any other w tnesses?

M5. ANDERSON: Yes, we do. W still have tine?

VO CE: Forty-six seconds.

MR. BARI NEAU. Are there any questions that
anyone wants to ask of ne?

MR. CONINE: | have sonme. You're the |ast
Wi t ness.

MR. BARI NEAU. Well, | can be --

MR. CONI NE: Upset the routine.

MR. BARI NEAU. Well, that's all right. No.
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I|"mthe | ast one that was pl anned.

MR CONINE: It appears to nme we're focusing on
the wong issue. | think the definition of a separate
building is one that needs to be explored. And I'm
interested in you being able to do what you said you were
going to do in your application.

And | can -- especially with the building
configuration I'"'mlooking at, and with -- what | would
term m ni mal expense conpared to the alternative, you
can -- it seens to ne |like you could create a separate
building within the floor plans of what |I'm | ooking at
here, you know, this -- by a sinple breezeway through the
building, I think you can qualify and not be, you know --

We have different interpretations, probably, of

what a separate building is. |If you go to the fire code,
and you create a two-hour fire wall, you' ve got a separate
bui | di ng.

So I would be interested in exploring the
separation alternatives for this building, and creating a
quote, separate building, for the 25 percent transitional
homel ess fol ks, so that you could do what you said you
were going to do, which would then absol ve us of any
Section 42 issues. And you go back to the origina

application, which you won the points, and you're in the
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noney.

Have you explored that to its fullest extent?
Because | don't see anything in ny stuff w thout doing
t hat .

MR. BARI NEAU. Wl --

MR. CONINE: | can appreciate the plans were
al ready drawn. But again, to create a three-foot
breezeway and create a quote, separate buil ding between 25
percent of the units and the other 75 percent of the units
is fairly easy to do.

MR. BARI NEAU. A significant architectural and
redesi gn of structures there.

MR CONINE: It's fairly easy to do, relative
to the opposite -- the total consideration, which is --

MR BARI NEAU: Well, M. Conine, with all due
respect, those plans would have to be scrapped.

MR CONINE: No, sir. | don't believe so.

MR. BARI NEAU. We woul d have to get our
structural engineer involved to redesign the building. W
woul d have to create a site -- it's a pretty tight site as
it is. W would need anot her elevator, because if you had
a separate building carved out, you wouldn't -- you've got
two elevators in this building.

You woul d have to carve out a -- you'd have to
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create another elevator if you' re going to actually have a
conplete installation of the separation of these people
fromthe others

And sir, | would request that you consider it
not be for us to go spend another $150,000 or $100, 000 for
architect and design, and have to go back to the City of
Houst on and | ose six nonths or eight nonths to get a
repermt on a new plan, would be the way to attack it.

The way to attack it would be to consider the
option of the staff | ooking at our |egal opinion, which is

prepared by Hol |l and and Kni ght, one of the top tax credit

attorneys in the country. And that's in your -- should be
in your briefing packet. It's in the handout we nade.
If you'll look at Exhibit Nunber 3, there is a

letter fromHolland and Kni ght signed by M. Bill Machen,
saying that if you have a six-nonth | ease, and your
tenants are housed on a six-nonth | ease, under the tax
credit rules as anended in 1993, the Omi bus
Reconciliation Act, that a six-nonth | ease trunps any
ot her issue of being considered transient.

M5. ANDERSON: But then you woul dn't have
gotten the points for transitional housing.

MR. GORDON: No, it neans they're not

transi ent. It's not transient then. That's what he's
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sayi ng.

MR. BARINEAU. No. Well, if you have them on
si x-nmonth | eases, they're not transient.

MR. GORDON: That's right.

M5. ANDERSON: So they wouldn't --

MR. BARINEAU:. And if you're not transient --

M5. ANDERSON: Then you woul dn't have qualified
for the points for transitional housing --

MR BARI NEAU: You have no --

M5. ANDERSON: -- to put you in the bank.

MR CONINE: In the |osing category.

MR. BARI NEAU. Well, but the QAP, ma'am says,
"Popul ations with special needs, transitional housing for
honmel ess persons on a non-transient basis.” Non-transient
basis interpreted by us means six-nonth | eases or |onger.

MR. CONI NE: Transient and non-transient.

MR BARI NEAU: Well, that's where the
peculiarity of it. Now, if it was the intent of the
departnment, which | understand apparently it is in talking
to the staff, that these people be separated into a
separate building, and we were trying to fit this
particul ar QAP and point requirenment into the box of the
Section 42 paragraphs that were referenced, that could

have been nore clearly witten to that degree.
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This doesn't read that you' re supposed to have
transitional housing, vis-a-vis Section 42. It reads,

"Transitional housing on a non-transient basis,"” vis-a-vis
the definition of transient people having to do with the
HUD definition of who honel ess people are. And the |egal
opi nion that our attorneys have rendered for your
consi deration, and that's how we thought about it al
along -- that exception rule in Section 42, which is what
it is, a honeless organization that m ght want to go for
tax credits could not ordinarily go to tax credits,
because they don't rent for six nonths at a tine.

They're usually 30 days, 60 days, whatever.
The coul d never apply for tax credits. This was put into
accommodat e those non-profit agencies who are honel ess
housi ng agencies. And | understand now what the probl em
has been. And it's legitimate, and | appreciate the
internal kind of mnd set as to what people thought and
i ntended, versus what we as people acting in good faith
and the public responding to the QAP thought you had in
m nd.

So M. Conine, the econom c penalty of
scrappi ng these plans, starting over with a design, and
"1l submt, sir, with your housing background and all,

it --
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MR CONINE: Well, | don't deny it would cost
you sone --

MR. BARINEAU. It's going to cost a |lot of
money. It's going to cost a |ot of noney.

MR. CONINE: | just think we need to explore
what a separate building really is froma physica
characteristic. Well, let's -- we really need to back
up --

M5. ANDERSON: Yes. Can --

MR. CONINE: -- and ask what our people -- what
our lawyers think about their lawer's letter. That would
be ny t hi nki ng.

M5. ANDERSON: If | can ask you to be seated,
because we may have sone questions that we want to ask of
staff now. Thank you, sir.

MR. BARI NEAU:.  Sure.

M5. CARRINGTON: 1'd like to ask Anne Reynol ds,
who is our acing General Counsel

M5. REYNOLDS: Well, | guess we're | ooking at
this alittle nore sinply. W don't -- they got points
for being transitional housing under Section 42, to be
transitional housing, not give credits unless the buil ding
shoul d be exclusively for transitional housing.

We're intrigued by your idea of |ooking at the




32

building split up. But it's transitional housing.
Transient is not the issue.

M5. ANDERSON: | have a question for Ms.
Boston. If we understood |ast summer that the IRS -- you
know, that the view of transitional housing is that it's
for exclusively for transitional housing, and if as the
applicant tells us this norning, the application and the
site plan and everything canme in with one building, then
don't understand how we got here. Because it seens |ike
t hat woul d have been di scovered at that stage.

M5. BOSTON: Well, to be candid, we presune
that the applicants have read 42 and know 42, and do not
request points for things that they' re not eligible for.
We don't check to be sure that every feature of the
bui l di ng design at application is consistent with 42. And
obvi ously going forward, if we keep transitional points
intoa-- w will add that as a check item

But for this tax year and the years prior to
that, that has not been sonething we've been checking.

MR. CONINE: What is -- in our definition or
our statement in the QAP, transitional housing for
honmel ess persons on a non-transient basis. Explain that.

M5. BOSTON: Right. Section 42 does not all ow

tax credits in any way to ever be used on a transient
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basis. But it does allowthemto be used for transitional
housi ng. And hence -- | nean, the wording is very
consistent with 42 in making sure that in trying to help
serve that population, that we don't want to violate 42 by
saying they're transient.

MR. CONINE: What is -- define transient for
me, just so | make sure | know what it is.

M5. BOSTON: |'d probably be nore confortable
i f sonebody from our conpliance division, or if Anne did
that, just because we usually deal with all the
transitional issues as a post-award conpli ance-based
issue. Not ny area of expertise.

MR. CONI NE: Soneone?

MR. GORDON: But under Section F, you only
award points if all of the units are for transitional
housing. And if that nmeans six-nonth | ease, they're not.

So that's pretty clear. O if 25 percent of the units
are designed for transitional housing for -- | guess for
honeless. So that's a different section than this non-
transient at the first.

M5. BOSTON: |'mnot sure | understand what you
mean.

M5. CARRINGTON: 1'd like to ask Nancy Dean.

Nancy, would it be you or Lucy Trevino to address the
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i ssue froma conpliance standpoint? It would be Wendy?
Wendy Quackenbush.

MR. CONINE: Transitional and transient.

MR, GORDON: Ckay. The way the opinion letter
is basically saying is that if you -- if it's a six-nonth
| ease or greater, you're not -- you're a non-transient.
So if they have all their |eases nore than six nonths,
then howis this a transient facility? | guess that's --

M5. QUACKENBUSH:. Pl ease repeat that?

MR. GORDON:  Well, maybe |I'm m sunder st andi ng
the letter, but I'mlooking at the letter fromHoll and and
Knight. And they're saying that if you have | eases of
nore than six nonths, that you're non -- that that falls
outside the -- you're not a -- on a non-transient --
you're basically a non-transient at that point. So if
they have all six nonths, then they're not a transient
facility.

M5. QUACKENBUSH. That is correct. But
transitional housing in Section 42 is for -- sustained
within the code, transitional is to serve people that are
previ ously honel ess or honel ess, and to provi de services.

Ckay. Wiat it neans, non-transient, it neans
that a m ni mum si x-nonth | ease needs to be provided.

Ckay. Transient housing is for less than a six-nonth
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| ease, or for sonebody that is living in a unit such as a
batt ered-wonen shelter, or shelter for 30 days or 60 days.

The purpose of the transitional housing under
Section 42 is to provide housing for people that are --
t hat have been previously honeless, or is -- have a
hi story of honel essness. And under the Section 42, it is
to provide housing on a mninmum six-nonth basis, with a
si x-nmonth | ease, but no | onger than 24 nonths.

And t he purpose of the program under
transitional housing is to have people that were
previ ously honel ess, et cetera, and to get theminto
per manent housi ng.

MR GORDON: So if all the units are six-
month's lease, it would fall into transitional housing?

M5. QUACKENBUSH:. Absol utely.

MR. GORDON: Ckay. That's -- okay.

M5. QUACKENBUSH: Any nore questions?

MR CONINE: Yes. But we still have the issue
of being in one building. Right?

M5. CARRI NGTON: I n one buil ding.

MR GORDON: Well, if all the --

MR. CONINE: The fact that -- them providing 25
percent of the units for transitional housing, six-nonth

| eases or |onger, everybody is okay except for they're not
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in the sane -- in one independent buil ding?

M5. QUACKENBUSH: That is correct.

MR. CONINE: Ckay. So now we have to figure
out a good definition for a separate building, the way I
see it, because | -- again, | want to provide the
transitional housing for the honel ess, which is what they
have the points for and so forth. And I'"mnot inclined to
l et themout of that obligation, because they said they
were going to do it. And there are too many ot her
ram fications for doing so.

So now how do | get a definition for the phrase
separate buil ding?

M5. QUACKENBUSH: | don't know if | have phrase
for a separate building.

MR. CONINE: Is Tony Freednan -- questions?

M5. QUACKENBUSH. | do know that we have
consulted with the RS on this particular case, but also
in the past regarding transitional housing.

It is pretty clear. It neans in a separate
building. And for transitional housing, not only do we
need a separate building, but because of services that
need to be provided for this population. And the goal is
to have these people that were previously honeless or a

hi story of honel essness, to transfer themfromthis




37

transi tional housing into permanent housi ng.

MR. CONINE: Well, you know, we can't have a
phi | osophi cal di scussion of whether we agree that a
separate building is a good thing or not, because | don't
necessarily agree, and | don't know where it cane from
|"mjust trying, again, to make -- figure a way to neet
the technical statute of the regs, and -- but still have a
big building -- one big building.

And I'm not so sure, you know, two | ayers of
5/8 sheetrock isn't enough to do it all the way from fl oor
to ceiling. | just want -- we need sone nore advice here,
fromthis board nenber's perspective, on what a separate
building is. |Is there any -- again, any harm here on
exploring that over the next 30 days, and bringing this
back up at the next board neeting fromthe departnent’'s
st andpoi nt ?

MS. QUACKENBUSH. Not from our division.
Absol utely not.

MR. CONINE: Applicant, are you willing to go
t hrough that scenario to see if we can figure out
sonmething in the next 30 days, come back next nonth?

MR. BARI NEAU. Woul d the departnment be anenabl e
to change our credit allocations to accommobdate for the

added cost of that?
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MR CONINE: | can't say. But I'msure al
factors woul d be considered, although I don't -- but
that's a separate issue.

MR. BARI NEAU. Well, for us the issues are al
econoni cal, because of where we are in the process. It's
not as if we've just got sonething on the draw ng board
here. The costs and expenses that we've incurred to date
create an economc penalty. [It's not of our own neking.
And we understand --

MR CONINE: Well, | don't know that | agree
with that statenent. Section 42 says transitional housing
is supposed to be in a separate -- it doesn't matter
whet her it's six nonths.

MR. BARI NEAU:. No, sir, it doesn't.

MR. CONINE: Not enough to let --

MR. BARI NEAU:. Well, and | respectfully
di sagree with you, sir. It does not say that.

MR CONINE: Well, why are we taking it up
then? Soneone is picking it up from sonewhere.

MR. BARI NEAU. Has any -- have you -- if you'd
like to read, we can read aloud. [It's about half a page.

The | egal opinion that says, "The Section 42 --
M5. ANDERSON: | nove to table this agenda

item
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MR. CONINE: That's where | was headed. ['l]
second.

MS. ANDERSON:  Di scussi on?

(No response.)

M5. ANDERSON: All in favor, say aye.

(A chorus of ayes.)

M5. ANDERSON: Opposed, no?

(No response.)

MS. ANDERSON: The notion carries. This item
is tabled, and --

MR. CONI NE: The next neeting?

M5. ANDERSON. -- to the next neeting. And |
suggest that we urge staff and the applicant and whatever
ot her resources you need, whether it's Tony Freedman, or
whoever, let's try to work out sone alternatives.

| think you' ve heard. | certainly share the
vice chairman's sentinment about wanting this applicant to
provi de the kinds of housing that they commtted to
provide at the tinme that they took the points in the QAP.

That's not -- we shouldn't Iimt the alternatives to
that. But that's certainly the sentinent | would share
with the vice chairman on this topic.

W're tabling this. W're going to try to nove

t hrough what we have sone things that we absol utely have
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to do today. And so that's why | ask that we table this.

And | appreciate the board's indul gence. M. Carrington,
it's your suggestion that we go to three -- that we -- do
we need to do the anmendnents for the these other itens?

M5. CARRINGTON: No. They can be deferred.

M5. ANDERSON: Okay. But we do need to do at
| east a portion of 3(b), related to Tower Ridge.

M5. CARRINGTON: Relating to Tower Ridge. And
actually, it's the sane request on both of them The
Tower Ridge, you're looking at this nmuch -- at this nonth,
and Langwi ck you're | ooking at next nonth.

And what we are requesting is a waiver of the
60-day rule, that 60-day rule that requires all the
information be in 60 days prior to when the board is going
to consider an application on private activity bonds and
tax credits on both of these transactions.

W have sone revised market studies that canme
in shorter than the 60-day period, and staff is
recommendi ng to the board that you do wai ve t he 60-day
rule for both Tower R dge and Langw ck Seniors, which you
wi |l see next nonth.

MR BOGANY: So noved.

MR CONI NE: Second.

MS. ANDERSON:. Di scussion? Hearing none,
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assunme we're ready to vote. Al in favor of the notion,
pl ease say aye.

(A chorus of ayes.)

MS5. ANDERSON. Opposed, no?

(No response.)

MS. ANDERSON. The notion carries. Item4(b).

M5. CARRINGTON:  4(b) is the request for
approval of the issuance of private activity bonds and the
all ocation of tax credits for the Tower Ridge Apartnents,
which is located in Corinth, Texas.

This is a Priority 1© transaction, and that is
a transaction that is |ocated in a higher-census tract
t han the nmedi an i nconme around. There was -- the bond
i ssuance in that is proposed to be $15 million. The
allocation of tax credits -- the reconmended anount is
$665, 729.

Behind Tab 5 -- actually, behind Tab 3, you see
a summary of the transaction, and the public conment.
There were many people at the public hearing. One spoke
in support. There were 27 who spoke in opposition. W
basically did not get letters of support or opposition
fromlocal elected officials in the area.

On the underwriting report, there were sone

i ssues the devel oper needed to be -- needed to work out
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with the city related to the nunber of parking spaces.
And behind Tab 9, we have provided you a summary of the
public hearing on this particul ar devel opnent.

Staff is recormmendi ng the approval of the tax
exenpt bonds in the anmount of $15 million, and tax credits
in the amount of $665, 729.

MR. CONINE: Move for approval. [|'ml ooking
for the resolute bonds that was --

MS. CARRI NGTON: That resol ution nunmber is 05-

023.

MR. CONI NE: Ckay. Thank you.

MR. BOGANY: Second. W're waiting on a
second?

M5. CARRI NGTON:  Yes.

MR. CONINE: That's what we were waiting on.

MS. ANDERSON:. Yes. Thank you. W have a
notion on the floor. |It's been seconded. Are there

guestions or discussion?

| have one question for M. Gouris. |I'll
probably just ask it fromhere. Has the market anal yst
that submtted the original market study on this been
removed from our approved list?

MR. GOURIS: No, they have not.

M5. ANDERSON: Can you expl ain why, please?
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recogni ze the issues that he lists,

good stead with HUD

Qur objective with the |ist
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Qur hope is that we can get himto

and get him back in

isto

make sure that they're able to do a good market study
goi ng forward.
If we do renmove him and we could renove him
you -- his --
M5. ANDERSON: That m ght focus the person's

mnd alittle better, to bring his work quality up to what

we expect.

MR GOURIS: Yes, ma'am We --

M5. ANDERSON: |1'd give that sone real serious
t hought .

MR GOURIS: Yes, ma'am

M5. ANDERSON: Okay. Any ot her questions,

di scussion? Hearing none, | assunme we're ready to vote.

Al in favor of the notion, please say aye.

(A chorus of ayes.)

M5. ANDERSON: (Opposed, no?

(No response.)

MS. ANDERSON: The notion carries. Six?

M5. CARRI NGTON: Next item for the board's

consideration is Item6(a). And this is the awardi ng of

our 2005 Bootstrap Application Awards. W issued a NOFA
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indicating that we had three mllion available to make
| oans in our Bootstrap programthat would not exceed
$30, 000 a | oan.

These are zero percent interest |oans for 30
years, and the fam |y does have to put in at |east 60
percent of the sweat equity in those devel opnents in the
housi ng.

Al'l conbined funds don't exceed or can't exceed
60, 000 per unit. By a statute, the departnent is required
to put two-thirds of the bootstrap | oan funds for
properties that are |located in counties that are eligible
to receive assistance under the Water Devel opnent Board.
It's the EDAPT counties. And then one-third can be put
anywhere in the state.

We are recommending to the board, because we do
have sone funds that have cone in -- fromsone -- from our
single-famly program fromthe refunding on bond
proceeds, we're actually recomendi ng the board 3, 432, 000.

We actually had 18 applications totaling over 5.5
mllion. So for the departnent, this is a really good
sign for us, because we're very pleased that this program
i's beginning to be oversubscri bed.

It indicates to us that there is beginning to

be some capacity with the non-profits and the
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adm nistrators. And so we're very pleased to see that.
We do have the recommended list for you broken down by
those that are in the econom cally-distressed areas, and
then the others that are the one-third statew de.

And we al so included for you those that we were
not recommendi ng. So in EDAPT counties including the
admn fee, we're recomendi ng 2,277,600. And that will be
83 units that they have commtted to construct under this
program And the one-third statew de, including the admn
fee, is 1,154,400. Thirty-seven units for a total of 120
units with this round of Bootstrap awards.

And staff is recommending that the board
approve these awards.

MR CONINE: So noved.

MR BOGANY: Second.

MS. ANDERSON: Discussion? Questions? | have
one qui ck question, Ms. Carrington.

M5. CARRI NGTON:  Un- huh.

M5. ANDERSON: One of the proposed awardees is
the El Paso Conmunity Action Program Project Bravo, which
this departnment has had experience with, and
correspondence from you know, and so forth.

Are you confortable that this organization is

stabl e and equi pped to execute on this award at this
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st age?

M5. CARRINGTON: W have had that discussion
internally. And what we will be doing is nonitoring -- we
will be considering that nore of a high-risk contract.
And we will be nonitoring them based on that.

As we | ooked at our NOFA that we put out, we
will be making sone amendnents to that NOFA. W do not
feel like that we had any ability under that NOFA to
disqualify them but we'll be review ng them nore
intently.

M5. ANDERSON: Okay. Counting on it. Thank
you. Any other questions? | assune we're ready to vote.

Al in favor of the notion, please say aye.

(A chorus of ayes.)

M5. ANDERSON: Qpposed, no?

(No response.)

o

ANDERSON:  The notion carries. Yes.
CONI NE: Now where are we goi ng?
ANDERSON: ~ 6(d).

CARRI NGTON: We're going to go to 6(d).

CONI NE: Okay. Follow the bouncing ball.

5 3 » » 2

CARRI NGTON:  This is the award of 1.5
mllion of HOVE/ CHDO Funds and Rental Devel opnment. And

this is actually for Phase Two of the devel opnent in
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Par ker County. They applied under the OQpen Rental Hone
NCFA with the departnent.

And actually | think this is Phase Three.
Phases One and Two were funded by TDHCA wi th Housing Trust
Funds and HOVE Funds. And staff is recomrendi ng the
awarding of 1.5 mllion in HOVE CHDO rental funds, and
50,000 in operating to the Affordabl e Housing Institute of
Par ker County.

This is an organi zati on that we have been doi ng
business with and continue to do business with. And we
have had a little bit left over in that NOFA. | think we
had about 1.5 mllion left over in that open NOFA. W
awarded -- it started out being a $9 mllion NOFA. W
awarded four-and-a-half mllion. And with this award,
then I think we have about 1.5 mllion that's being
programmed into '05 in our HOVE Funds.

MR. BOGANY: So noved.

MR CONINE: |'ll second.

M5. ANDERSON: Questions? Discussion? Hearing
none, | assunme we're ready to vote. All in favor of the
noti on, please say aye.

(A chorus of ayes.)

M5. ANDERSON: Opposed, no?

(No response.)
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M5. ANDERSON: The notion carries. Item8(a).

M5. CARRI NGTON: The report fromthe Finance
Conmittee. This would have been on the co-senior
manager s.

MR CONINE: Al right. 1'Il attenpt and
endeavor to do that. The Finance Commttee net this
nmorning. And you'll see under Tab 8(a) a selection
criteria that is simlar, | guess, to what the board saw
in the senior manager sel ection process that we went
t hrough several nonths back

We heard testinony from our Bond Fi nance
Departnent, as well as our Financial Advisor, as well as
sonme of the investnment bankers that will be conpeting for
this, and recommended to the full board that we go ahead
and adopt Option 1, which is again, the selection of
applying the qualification summary to the pool of
i nterested co-seni or managers, and ultimately asking the
Bond Fi nance Departnment to conme back next nonth with a
recomendati on based on this criteria of who would be in
the -- who would be the co-senior managers of our future
Single Fam |y Mrtgage Revenue Bond Program

And Madam Chai rman, | so nove.

MR. BOGANY: Second.

MS. ANDERSON: Di scussion? Hearing none,
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assunme we're ready to vote. Al in favor of the notion,
pl ease say aye.

(A chorus of ayes.)

MS5. ANDERSON. Opposed, no?

(No response.)

M5. ANDERSON: The notion carries. 8(b)?

MR. CONINE: Do you want to do this?

MS5. CARRINGTON:  Yes, sir. 8(b) is a
restructuring of an existing Single Famly program |It's
Program 61. W had funds in the -- we have many doll ars
that are unconmtted, about $80 million in this particular
programthat are uncommtted.

And so what we are proposing to do is take the
points that we would be using to pay down paynent
assi stance, and take those points and provide zero-

i nterest nortgage | oans, and nake the interest rate on
this programbe at four -- I'mdoing it again, aren't 17?
The interest rate on the programwould it be five-point --

MR CONINE: Five and a half.

M5. CARRINGTON: -- 5.50, and what we're doing
is just transferring the down paynent assistance to making
these | oans zero point loans. So it's just a transfer of
how we' d be using the noney. But the interest rate would

stay the sanme. And staff is recormmending we do it.
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MR CONINE: Well, I'lIl so nove, and include
Resol ution Nunber 05-024.

MR BOGANY: Second.

M5. ANDERSON: Discussion? Questions? Hearing
none, | assunme we're ready to vote. Al in favor of the
nmoti on, please say aye.

(A chorus of ayes.)

MS. ANDERSON. Opposed, no?

(No response.)

M5. ANDERSON: The notion carries.

M5. CARRINGTON: Next itemfor the board's
consideration is our new Single Famly Program for 2005,

t aki ng proceeds through the convertible option bonds,
which was 88 mllion, and refunding the conmercial paper
for 12 mllion, to have a bond issuance of 100 m|lion.

And we are proposing -- we are targeting
interest rates on this programfrom4.99 to 5.40. Very
inportant to note that this is the first programthat the
department has done that is 100 percent variable rate
bonds.

The other two that we have done has only had a
portion of the transaction with variable rate bonds. As
we di scussed earlier in our conmttee neeting, none of

these loans will provide down paynent assi stance.
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However, there will be a lowrate and the borrowers wl|
only be required to pay two points on these | oans.

We do have the teamlisted for you. Bear
Stearns is the senior manager in this transaction.

They're also going to be a SWAP provider. W have the
ot her professionals listed for you. GCeorge K Baumis
serving as co-senior. And then the others are |isted.

Qur schedule for this is that we do have Bond
Revi ew Board approval already. W received that in March.
Wth the board's approval today, then we will be noving
forward with pricing and having a pre-close and a cl osi ng.
And staff is recommending that the board does approve

this transaction.

MR BOGANY: So noved.

MR CONINE: "Il second with the caveat of
Resol uti on Nunber 05-021 to go along with it.

M5. ANDERSON: Questions? Discussion? Hearing
none, | assunme we're ready to vote. All in favor of the
noti on, please say aye.

(A chorus of ayes.)

M5. ANDERSON: (Opposed, no?

(No response.)

M5. ANDERSON: The notion carries. Do you want

to go back to sonme of the other --
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M5. CARRI NGTON:  Ms. Anderson, | m ght suggest
that we do go back to 4(a).

MS. ANDERSON:  Yes.

MR CONINE: Oh, wait a mnute. That was the
one we were going to fix, wasn't' it? Was that the --
whi ch resolution do we need to add a new page to that
wasn't in our book?

MR JOHNSON. Item 8(c).

MR. CONINE: That was the one we just did. W
need to reconsider, Madam Chairman, and insert a new
addendum t hat you have. |Is that correct?

MR JOHNSON: It's the sane resolution, the
sanme resolution nunber. It just has a nodification to
Exhi bit 8.

MR CONINE: Al right.

2

BOGANY: What's the nodification?

MR. JOHNSON: The addition of George K. Baum
co-seni or.

MR CONINE: | nean, if everybody is okay with
that, I'mokay with it.

M5. ANDERSON: Is the way we've dealt with this
okay, Ms. Reynol ds?

M5. REYNOLDS: We're fine.

M5. ANDERSON: Okay. She said we were fine.
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Okay. Thank you, Ms. Reynolds. Okay.
MR. CONINE: You're done. Too easy.
M5. CARRINGTON: We will go back to Item4(a).
Since Ms. Myer is not here to protect her interests on
this, I think we probably better go ahead and do this and
do this one because |'ve got people in town.

Al right. W'Ill do that then. Do you want ne
to do 4(a) now, and go back? GCkay. 4(a) is inducenent
for actually two, not three, applications for the waiting
list for '05. One of them has dropped out again. And
that is Marquee Ranch.

And the departnent is going to be accepting
applications for the '05 waiting list through Septenber
"05. And just to remnd you all that you are not
approving the transaction at all today, because what we
have is really very prelimnary information on these
proposed transacti ons.

But what you are doing is approving an
i nducenent resolution so that they can wait in line, or we
can wait in line at the Bond Review Board to actually
receive a reservation. And at that point, then you al
wi Il be | ooking at these for approval.

So Marquee Ranch, which is to be located in

Pflugerville has withdrawn fromthis board neeting. The
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other two are Providence at Marine Creek, which is | ocated
in Fort Worth, and the Plaza at Chase Gaks, which is
| ocated in Pl ano.

And bot h of those are proposing bond anmobunts in
the total anmpunt of 15 million. So that would be a tota
of 30 mllion, and staff is recomendi ng that the board do
i nduce these two, or does induce these two in resolutions
nunmber 05-022.

MR. CONINE: Move for approval .

MR. BOGANY: Second.

M5. ANDERSON: Discussion? Questions? Hearing
none, | assunme we're ready to vote. All in favor of the
noti on, please say aye.

(A chorus of ayes.)

M5. ANDERSON: Qpposed, no?

(No response.)

MS. ANDERSON: The notion carries.

M5. CARRINGTON:. Going back to Item 3, and this
woul d be Item 3(a). And the next one that was to be
considered is Stone Holl ow R dge in Lubbock. These are
the amendnents to the tax credit devel opnents.

This one was an '04 allocation of credits. And
what they are requesting an anmendnent to do is to change

t he nunber of buildings and the site plan. It originally
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started out with 35 residential buildings and row house,
and they now have a forner contractor. And this new
contractor is recommending that it be ten residential
bui | di ngs, and can be --

MR CONINE: |'ve got to hear that story.

M5. CARRINGTON:  -- built in conformty with
the original estimate. The nunber of units would renmain
the sanme in the anbunt of net rentable square foot.

Foot age woul d not decrease. So this nodification would
not have inpacted or affected the applicant's ability to
receive an award. And so staff is recommending that the
board approve this anmendnent.

MR BOGANY: So noved.

MR CONI NE: Second.

M5. ANDERSON: | have public coment on this
item M. Hance?

MR. HANCE: But only questi ons.

MS5. ANDERSON: Ms. Bast.

MS. BAST: Ditto.

M5. ANDERSON: And | have a witness affirmation
formfromBond Mtchell, and | can't tell which
devel opnent .

VO CE: He was only here for questions as well.

And you approved his deal
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M5. ANDERSON: Ckay. Thank you. Made sonebody
happy. So any questions or discussion about this?
Hearing none, | assune we're ready to vote. All in favor
of the notion, please say aye.

(A chorus of ayes.)

MS5. ANDERSON. Opposed, no?

(No response.)

M5. ANDERSON: The notion carries.

M5. CARRINGTON: The | ast one for the board's
consideration is Towne Park, Fredericksburg. This is,
again, an '04 tax credit application. And they are
changi ng the bedroom m x and unit mx from 21 bedroominto
t wo- bedroom units, to build all 44 as one-bedroom units.

This is a Phase Two of the devel opnent, and
Phase One had only two-bedroomunits. And what they have
is awiting list for one-bedroomunits. So they're
| ooki ng to bal ance out phases one and two with all one-
bedroom units in Phase One.

And because this is an el derly devel opnent, no
ineligible building type rules would be violated by this.

And it would not have inpacted or woul d not have
negatively inpacted this developnent's ability to receive
an al | ocati on.

MR BOGANY: So noved.
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MR. CONI NE: Second, but | have a question.

M5. ANDERSON: Ckay. M. Conine?

MR CONINE: M. CGouris, | see under the
underwriting addendum that we asked the market study
anal yst to go back and take a | ook because the devel oper
told us that they needed a bunch of one-bedroons instead
of two-bedroons. Is that right? |Is that what we're
doi ng?

MR. GOURI'S: Hang on a second.

MR. CONINE: And the narket analyst failed to
change his mnd regardi ng the demand characteristics of
Frederi cksburg based on the statenent that it's "Stil
valid, thus no anmendnent is necessary at this tine."

Again, ny interest, even though there is a
waiting list for one bedroons, there is probably still
sonme two- bedroom fol ks that can't get a unit as well
there, too. So I'mhaving difficulty understandi ng why we
need to go back and ask the market analyst to look at it.

And if you look at the summary of, say, Risks
and | ssues, saying that the operating expenses and net
income are nore than 5 percent outside of our
underwriter's verifiable ranges, the costs are higher,
estimating no nore than 5 percent. The devel opnent needs

to capture a mpjority of the projected market area demand,
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whi ch seens to put it at risk, in my opinion.

Wy are we -- why is staff recomendi ng that we
make this change, rather than keeping with the status quo?

MR GOURIS: Tom Gouris, Director of Real
Estate Analysis. | believe those summary of seem ng risks
are the sane seemng risks that were -- the same seem ng
risks that were in the original report.

Those risks are pretty -- not standard, but
pretty conmon. They happen. And we just identify them so
we know where our outs -- where we are out of sync with
the applicant's information.

Wth regards to market study, | think what the
mar ket anal ysts understood us to be asking is with the
capture rate, would our ultinmate determ nation --
under |l yi ng determ nati on change? And because of the way
the demand is calculated in the capture rate, it | ooks
I i ke households and the fact that there are still one or
t wo- bedroom units woul dn't change the nunber of eligible
pot enti al househol ds there.

It mght -- if we |look specifically -- if we
had a nmeasurenent that |ooked specifically at -- let's
| ook at the capture rate for one-bedroomunits. Let's
| ook at the capture rate for two-bedroomunits, and let's

make sone determ nati ons based on that.
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There may be sone effect on that. But our
capture rate, which is our main conponent for determning
if the project neets the market feasibility or not, is
based on a total demand for the project.

Since there is still one and two-bedroomunits,
the total demand for the project isn't going to change.

MR. CONINE: So what you're saying, we just
need to ask the market analyst to bifurcate his demand
into one and two-bedroons, at |east to get sone sort of
educated verification that the applicant is telling us
what really exists there. What would be wong with that?

MR, GOURI'S: There would be nothing wong with

asking for that information. |In fact, that is generally
information that we ask for. [It's not information that we
can -- that we have a clear plan of action |ike we do with

the capture rate

In other words, if it turned out that the unit
mx is wong, we can nmake great suggestions to change that
and we can encourage themto do that, but we can't say we
can't recommend the transacti on.

MR. CONINE: Again, | understand this is an
elderly project. And you know, we don't have the bedroom
i ssues constraining us here that we do in the famlies.

But 1've got to believe that there is sone two-bedroom




60

demand in that particular town, and it's al nost the
opposite of the argunent | was neking on the bedroom m x,
you know. Show nme a community that doesn't have a single
person that needs a unit.

Here we' ve got people that -- two-bedroom
natures that continue to need units, obviously, because
t he two- bedroom section next door is full. And thereis a
demand for one-bedroons, but why are we di senfranchi sing,
| guess, the two-bedroom fol ks?

MR GOURIS: | think we can get additional --
we can ask for nore clarification fromthe market analyst,
for sure.

MR. CONINE: | would appreciate hearing sone of

that before | would recomend approval.

MR, GOURI S: Ckay.

MR. CONINE: |s there a notion?

MR. BOGANY:  Yes.

M5. ANDERSON: Yes. And | think before we take
any action, | think that the representative of the
applicant would like to fill out a witness affirmation

f orm and address the board.
MR. CONI NE: Ckay.
MR. KILDAY: |I'mLes Kilday of Kilday Corp.

The -- | guess the Phase One is all two-bedroomright now.
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It is not full. It's over 90 percent. [It's not ful
yet. And it's taken 20 -- alnost two years now, 22 to 24
nmonths to | ease up. And what our manager on site has is a
list of folks with -- that have demanded one-bedroons.

And you know, | guess I'm-- we're not denying
that there is sonme demand, maybe, for two-bedroons. But
obvi ously we haven't been able -- we haven't filled up yet
at alnost two years. But there is a huge demand for one
bedroons. And she has a drawer full of folks that have
not -- we've not been able to satisfy.

That's -- you know, one of the main reasons.
Also there are a ot of folks that cone in with one-
bedr oom vouchers, and they cannot qualify in a two-bedroom
unit with a one-bedroom voucher. That would certainly be
anot her reason we would switch -- want to change those
t wo- bedr oons to one-bedroom units.

And there has been a resistance, too, at the
rate of somewhere in the | ow $500 range, there is a
resi stance to pay above that. And our two-bedroomunits
would -- | nmean, we've had to reduce sonme of our rents in
t he Phase One two-bedroom units because of that. And we
woul d -- and that woul d be another reason to do one-
bedroom units, because we wouldn't hit that max.

So those were sonme of the reasons. It is on
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the ground. And we have -- | understand the marketing
anal yst, M. Jack, would -- I"'msure would -- |I'msure

there is sonme two-bedroom demand there, but the narket

is -- 1 nmean, we're on the ground, and we've | eased. And
SO we see -- our managenent sees people comng in and out
every day. And that's what -- certainly what they
recomrend.

MR. CONINE: | can appreciate that. | was just

wanting some third-party verification of that. And

| still would like some sort of verification of that. And
| guess if -- it sounds |like you're kind of tying the two
properties together, but not tying the two properties
together. And | don't fully understand, based on what |'m

readi ng here, how that's worKking.

MR, KILDAY: It's a commpn -- it is a -- what
we wll have -- it will be a true Phase Two, in that --
and they will be sharing a conmunity room sharing
anenities. | nean, it will -- when it's built, it wll

| ook exactly |ike one devel opnent.

MR. CONINE: Did we understand that, M.
Gouri s, when the application came through? That we've got
cross-usage and so forth in place?

MR. GOURIS: Let's |Iook back at the original

underwiting. But | would inmagine that we did -- that
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woul d be typical of what we got. It would be required.

MR CONINE: | still would nove to table to get
t he market anal yst update, and nore input. Just for ny
own verification.

MR. BOGANY: Wt hdraw ny noti on.

M5. ANDERSON: |'Il second the notion to table.
Al in favor of the notion, please say aye.

(A chorus of ayes.)

M5. ANDERSON: Qpposed no?

MR CONINE: Till next nonth's neeting.

M5. ANDERSON: Till next nonth's neeting.

MR CONI NE: Yes.

M5. ANDERSON: All right.

MS. CARRI NGTON:  Thank you.

M5. ANDERSON: | think the applicant and M.
Gouris understand what we'd like to -- the additional
pi ece of -- right.

M5. ANDERSON: Ckay. Now, where are we?

MR CONINE: | don't know.

MS. ANDERSON:. Are we on 6(b) and (c)?

M5. CARRINGTON: W could go to --

MS. ANDERSON. Yes, because we have testinony
on 6(c). Maybe we ought to do that one next.

MS5. CARRINGTON:. Ckay. Mowving to Item6(c),
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which is the request for a waiver of the Integrated
Housing Rule for a Predevel opnent Loan. This request has
conme in fromthe Denton Affordabl e Housing Corporation,

t hrough the predevel opnent | oan adm ni strator, the
comunity -- Texas Conmmunity Capital.

They are adm nistering on behalf of the
Depart ment Housing Trust Fund' s predevel opnent | oan pool .
And what Dent on Affordabl e Housing Corporation is
proposing to do is ten rental units that are for persons
with disabilities.

And it's rental unit -- those ten units are
going to be in five duplexes. And the departnent does
have an integrated housing rule, and there is an exception
in that housing -- integrated housing rule for properties
that are considered scattered-site devel opnents.

However, the information that we have on this
particul ar proposed devel opnent is that all five of the
dupl ex units would be | ocated on adjacent sites in one
particul ar area of the devel opnent site.

Even though it's within a larger area of Single
Fam |y hones, staff did not feel |ike that that net the
exception in the integrated housing rule of being a
scattered-site devel opnent.

| do want to note to you all that whether you
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do or do not grant this waiver, that it does not
constitute an award to this particular applicant. It's --
this is just a hurdle. It's an issue -- it's a question,
obvi ously, they need to resolve before they nove forward.

And staff is reconmmendi ng that you do not
approve the wai ver, because we don't feel that there is a
wai ver provision under our existing integrated housing
rule. That it doesn't neet the waiver ability under
scattered-site. So our interpretation of the rule.

MR. CONINE: Mbve to approve staff's
recomrendat i on.

MR BOGANY: Second.

M5. ANDERSON: | have public conmment on this.
M. Ccafas.

MR. OCANAS: Good afternoon. M name is
Reynmundo Ccaflas. | am executive director of Texas

Community Capital, which is an affiliate of the
Associ ation of CDCs. Texas Community Capital is the
adm nistrator, as Ms. Carrington noted, for a portion of
your predevel opnent funds.

| do want to note a couple of things. And one
is that we are not the adm nistrative that is requesting
t hen, of forgiveness of |oans that you're going to be

| ooking at. So this is a proposal for a loan that we feel
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woul d be a very good one for the departnment to have on the
books.

It does have 811 financing. |'ve got both the
underwiter for Texas Community Capital and Ms. Provo, who
is here from Denton Affordable Housing, who will explain
why we're requesting the waiver, or why we felt Denton
shoul d have the process -- the ability to process the
application through Texas Community Capital.

W -- there is a couple of reasons why we think
you m ght want to consider granting a waiver. And we
totally respect the departnent's position, and the staff's
work on the program and the process is conpletely fair
and objective. So we do want to duly note that, that we
don't feel |ike we've been mstreated, or feel like the
process isn't being followed.

There is a rule, and you know from ny advocacy
side, we want you to follow the rules. However, we fee
like we're caught in a tricky situation here, because of
the proposal that we're bringing forward to you.

First of all, that this is predevel opnment
financing. It is not construction financing. This is not
nortgage financing, permanent. And this is also not
credit. This is predevelopnent. So this is while we

don't even have any units close to getting built. This is
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all the site work and prep work, feasibility studies,
envi ronment al engi neering before we get into an actual
devel opnment getting built.

The overall developnent is 19 lots. This is
financing for five of those lots. These happen to be
duplex lots, but it's -- the predevel opnent loan is on the
five lots that are being worked on out of the whole
project that Denton is doing for 19 | ots.

So in our calculation, this five out of the 19
meets the small housing devel opnent exception. \Which
nmeans -- it says that 25 percent -- no nore than 25
percent of the units -- in this case, this is lots,
because we're not financing units, we're financing the
lots for the predevel opnent |oan --

So five lots are set aside for -- in the
future, housing for people with disabilities. So that's
why we feel, first instance, why you could grant the
exception to the rule. And again, you do have the
ability, in the rules, to grant an exenption -- an
excepti on.

Second is that this is a predevel opnent
program And so to -- for us to actually figure out why
this is being considered in units, or housing devel opnent

in light of the description in the programrules and the
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programitself makes it a little conplicated, because
again, you're not providing nortgage financing.

You're not providing intern construction
financing, credits, or any other formof subsidy. This is
a zero-percent predevel opnent |loan on the land that is
getting worked on for the future developnment. So it's --
you're -- we're trying to fit the rule on top of this very
fuzzy programthat really doesn't work.

So I'll defer now to our underwiter, who can
tell you why this is such a strong | oan, and then to Ms.
Jane Provo from Denton Affordabl e Housing about the
proposed devel opnent. Thank you for your tinme. And we,
agai n, ask you to consider a waiver.

MS. REED: Good afternoon. M nane is Debbie
Reed. And | amthe underwiter for Texas Conmunity
Capital. | just wanted to speak a little bit about the
quality of the loan, and if the waiver is granted, what
this allows is for this |loan request for $100,000 to go
t hrough the process of review by TDHCA

At this point, it has been stopped. And we
have hi ghly recomended the granting of this loan to this
organi zation. This is a very secure project, that 100
percent permanent financing already in place, with HUD 811

monies. So we know that the loan is going to be repaid.
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This particul ar organi zati on has very sound
financial statenments and they' ve got the top highest
rating for | oan grading that we give when we review | oan
applications. They have prior experience in this, and
t hey have actually ten prior TDHCA | oans and grants for
exactly this type of housing devel opnent project. So this
is a good organi zation. They know what they're doing.

And you're going to hear in a m nute what
happened, the circunstances around the zoning that forced
these particular units into one -- into close proximty of
each other. But it is a part of a larger project. And we
think it's an excellent loan; it will be repaid.

From an underwriting perspective, this is a
top-notch project, and we support it.

M5. ANDERSON: | have a question for you. O
does anybody el se want to go first? Anybody el se?

MR. CONINE: Go ahead.

M5. ANDERSON: On the HUD 811, are there two
pieces to that? |Is there HUD 811 permanent financi ng and
a HUD 811 mllion-dollar grant? O are they -- are those
one and the sane?

M5. REED: It's a grant.

M5. ANDERSON: Ckay. And is that for the five

lots, or the 19 lots?
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M5. REED: It is for the five lots.

M5. ANDERSON: Ckay. So that one mllion | can
tieright to those |ots?

M. REED: Right.

M5. ANDERSON: Okay. Any other questions?
Thank you. Ms. Provo?

M5. PROVO Cood afternoon. | am Jane Provo,
Executive Director of the Denton Affordable Housing
Corporation. And I'mhere to again enphasize that as a
communi ty-based non-profit, one of our primary m ssions
has been to increase the nunber of affordable units --
rental units for persons with disabilities.

We have an enornous need in the Cty of Denton,
mai nl y because we are a college town. W have a | ot of
folks with disabilities that have approached us to try to
i ncrease the nunbers.

We established a consuner advisory conmttee
made up of persons with disabilities or individuals that
represent that population. And they' ve worked with us
t hroughout the devel opnent -- predevel opnent phases of
this project.

We did, in order to neet the siting criteria
t hat HUD has established, we felt fortunate that we were

able to locate a five-and-a-half acre site within the City
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of Denton close to public transit and other services that
the entire grouping-provided housing to this project would
need.

W went to the city council, and attenpted to
get the entire five-and-a-half acres rezoned, which would
have allowed us to scatter these five duplexes within that
proj ect .

Unfortunately, through the process -- public
heari ng process and so on, the conprom se, basically, that
was struck with sonme of the neighbors and our group was to
allow for two -- in fact, alittle less than two of the
five-and-a-half acres to be zoned six units per acre,
whi ch woul d allow us to | ocate these dupl exes.

The bal ance of the parcel will allow for the
devel opnent of these single-famly honmes that we wll sell
t hrough our first-tine honebuyer programto 80 percent or
bel ow.

We desperately need these units. W are,
al though as Ms. Reed pointed out, | think we have a strong
financial history in our ten years of operation. That
$100, 000 of predevel opment funds woul d enornously hel p us
to cover the many costs that conme up in getting ready to
access the permanent financing and construction financing

that are comng directly from HUD
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We know that the disability population within
our community supports this. W did have a chance to talk
to Ann Denton that spoke -- who spoke to you earlier. She
has a better feel for this particular project, and
admtted that it was not famliar with the details of this
when she spoke earlier.

MR CONINE: First thing l'd like to do is
w thdraw ny notion. And | guess --

MR BOGANY: And | withdraw the notion second.

MR CONINE: Could | get, Ms. Carrington, a
little better definition of what our integrated housing
rul e says regarding the 25 percent exclusion? This is --
sh's absolutely right about -- if you're going in for 19
lots, five of which are going to be duplexes, there is
no -- it's inpossible to get a city council to zone a
splotchy scattered site wthin whatever that acreage is to

get that done.

And we need to take -- well, tell me what it
says.

MR. DANENFELZER: Ckay.

M5. CARRI NGTON: David, introduce yourself,
pl ease.

MR. DANENFELZER: Davi d Danenf el zer.

Multifamly Programadm nistrator. |In looking at this
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situation, the pertinent -- |ooked at the applicant's
request, which as we've described is five buildings within
a larger comunity.

We | ook at the integrated housing standard and
apply that to any devel opnent which nay be financed by the
departnment. And so since this is a predevel opnent | oan,
and we consider that any activities related to this then
fall upon this devel opnent, we have to apply the
i ntegrated housing standard to all of our predevel opnent
| oans.

Wien we | ook at the code, then --

MR. CONINE: That sounds like a stretch to ne,
but go ahead.

MR. DANENFELZER: Well, the integrated housing
standard does say that any property that neets -- or is
required to neet the m ni mum property standards required
by the department, and that is financed under the
provi sions of the chapter are housi ng devel opnents as
defined as housi ng devel opnents.

And as such, since the predevel opnent | oan does
hel p assist this program does finance this housing
devel opnent, we're covered under that -- the
predevel opment programis covered by the integrated

housi ng st andar d.
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And as such, there are four exceptions to the
rule. The first exception is for scattered-site
devel opnent s and tenant-based rental assistance
properties. Wen we | ooked at this property, obviously,
al t hough they have single-famly dwellings or duplex
dwel I'i ngs, under the code on our rule, they are all in one
area. So they are adjacent properties and they are no
| onger scattered.

It also applies to devel opnents which are
transitional in nature, or devel opnents excl usively
designed for the elderly and for devel opments desi gned for
ot her speci al - need popul ations, which is typically defined
as honel ess popul ati ons, persons with substance abuse, and
ot her categories defined by HUD. That may al so i ncl ude
bat t er ed-wonen shelters and ot her projects such as that.

And again, this project does not neet any of
t hose exceptions. So while we understand that it's
difficult to do a scattered-site project, maybe because
they' ve already platted this entire devel opnent, they've
pl anned for these units ahead of time. W have seen ot her
scattered-site 811 projects cone in.

We're | ooking at a predevel opnent | oan right
now for a scattered-site devel opnment, which includes sites

scattered throughout an entire community. And it is
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funded by the 811 program

So we know that 811, although it may have sone
restrictions on how devel opnents are forned and created,
it does allow for the scattering of sites on non-adjacent
properties under the 811 guidelines. So while the
applicants use that 811 as a cause and their regul ati ons
to formit this way, we know that 811ls can be done
scattered-site w thout on adjacent properties.

And we just saw no reason to allow that for
ei ther under the exceptions we have -- or really, we don't
have any cause to waive the rule. Only the board has that

power to waive the rule

MR. CONINE: | can appreciate the conservative
vi ewpoi nt of the staff. It's -- but I -- an it's maybe
form over substance, you know, Ray. |'mnot sure that

it's plausible to say that predevel opnent noney, when
you' re doing a whole five-and-a-half acre tract, and
you' ve got five as a subset of 19.

| nmean, when you're platting and you're doing
wat er and sewer plans and so forth, to ne, part of that
goes over the whole property, not just the five. So maybe
you submtted it in a difficult format.

But I"'minclined to |l et the process nove

forward after hearing what |1've heard. W' re not granting




76

themthe loan yet. Right?

M5. CARRI NGTON:  Correct.

MR CONINE: W're just letting --

M5. CARRI NGTON: Just granting a waiver
allowing it to nove forward.

MR CONINE: -- granting a waiver for this one
specific project, to let the process nove forward. And
maybe it can be reformatted or reapplied for where it
t akes care of staff's concern about the five instead of
19.

MR. DANENFELZER: Could I clarify, though, that
if -- the way I -- | would interpret your waiver of the
rul e today, would allow this devel opnent to go forward as
proposed, so that if the five units were located in a
single -- in adjacent sites, then we'd be -- we'd still
fund that. And the application has been received now by
t he departnent, and has been at |east recommended by TCC.

So in that case, we're --

MR CONINE: |I'mnot sure that | would agree,
now that | know how the integrated housing policy is being
interpreted, | certainly wouldn't agree to a dupl ex house,
dupl ex house, duplex house, just in order to neet the
rules. So | -- you know, as a second notion, I'mgoing to

want to bring that thing back up and let's take another




77

| ook at it, because it obviously is -- has sone holes in
it that 1'd like to | ook at.

But we can't do that today. But we can -- the
only thing we can do is allow-- it seens to ne, to allow
the process to nove forward on this particular project.

We can still turn the |oan down | ater one. But
hearing what I'mhearing, it's a | ogical assunption to
have five duplexes in one part of the five-and-a-half acre
tract, and you know, what is it, 14 other |ots sonmewhere
el se.

MR. DANENFELZER: The -- one critical point
that is -- that under our adm nistration contract with
Texas Conmunity Capital, they actually approve the | oans.

They underwite and approve the | oans. They send the
docunents to us, and we issue our conmtnent and | oan
docs, then, to the applicant, who they' ve awarded. So --

M5. ANDERSON: So you're not underwiting
these? O you're not doing independent review of these
pr edevel oprment | oan applications?

MR. DANENFELZER: Under our contract, the
i ndependent review is done by the adm nistrative -- we do
assure that all the necessary paperwork is accepted under
the application, and that we have that to create our | oan

docs. But we do not have a provision in our contract with
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Texas Conmunity Capital that the board then approves each
predevel opnent | oan as it cones forward.

That was the original purpose of having an
admnistrative, that it would stream ine the process,
all ow the awards to be out on a regular basis, and we
woul dn't have to go to the board every nonth with awards.

M5. ANDERSON: G ven the history of how many of
t hem have gone south on us, I'd |ike to see them

MR. CONINE: We've got a couple in our book
ri ght now.

M5. ANDERSON: W sure do.

MR, OCANAS: May | nake one nore comment, about
t hat ?

MR CONI NE: Sure.

MR. OCANAS: Thank you very nuch, to the
council for support. W've followed all the right
process, and the staff has been very supportive in that.
M. Conine, to further your idea of reconsidering howthis
is applied, we would submt that predevel opnment in general
is fuzzy enough that you're going to | ock yourself into a
box about these.

Because if in the predevel opnment process that
the feasibility studies and engi neering and preparatory

docunents, it turns out that a different devel opnent is
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going to be proposed, then what was originally
conceptualized -- you may end up with ten single-famly
homes i nstead of five dupl exes --

MR. CONINE: Right.

MR. OCANAS: -- because of feasibility, or
what ever ot her reasons. So we would submt that for the
i ntegrated housing rule, predevel opnent | oans probably
aren't the best programto submt to. And so in
reconsi deration of the overall application of the rule,

t hat woul d be an additional subm ssion on behalf of Texas
Communi ty Capital.

As for your concerns, M. Anderson, we share
your concerns. And | want to reiterate that the way we --
we're a new admnistrator to the program This is the
first loan that -- we've got three |oans that we' ve
submtted for recommendation, two of which are the other
811 considerations that M. Danenfel zer was nenti oni ng.

But this one would be the first one that gets
through the full process, if you agree to the waiver.

The wai ver, underwriting these |loans, is way nore rigorous
that the departnent is asking us to be. W're asking for
col | ateral

The departnent doesn't require us to ask for

collateral for anything other than not -- other than the
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basics, to say that they will be able to repay the loan in
the future, and could possibly conme before you to ask for
forgi veness of the | oan.

W're -- we've made it very clear to Forbisher
[ phonetic] actually, the submtter should be willing to
nort gage her house to assure that this could be repaid.

| nmean, we are intending on providing this
program after departnent funds are depleted. So we
want - -

M5. ANDERSON:  Wiich is why we want the | oans
repaid. Right? So we can recycle them and --

MR, OCANAS: Right. But even without
department noney, we want to use the sanme nodel for all of

our applicants, regardless of the departnent's ability to

forgive them W're not willing to forgive them That's
not our -- how we're going to operate our |oan fund. But
| would submt to you then that that's -- to keep that in

consi derati on.

MR CONINE: Right. W just lost a quorum

M5. ANDERSON: | can -- if | can keep asking
guestions. Till he -- until he --

Your comment about, you know, what's
predevel opment and so, you know, site plans can change

between -- | nmean, the way | read this letter fromyou is




81

that site plans can't change on this thing, because it
says HUD grant restrictions do not allow for nodifications
to site plan --

MR, OCANAS: That's -- and that's -- this
wai ver --

M5. ANDERSON: That comment is not relative to
this deal.

MR. OCANAS: This waiver woul d be about this
application that we've already underwitten, we've already
recomended for approval. But it was -- when we submtted
it for conpliance check and everything el se the depart nment
does do to nake sure this applicant isn't in default, and
again, this applicant has a good history with you, al
that is done by the departnent.

We do the underwriting, but they do doubl e-
check everything. So yes, in this case, the waiver would
basically allow us to finish the process and make sure
t hey doubl e-check our nunbers, doubl e-check conpliance.

But in the future, you know, we may not have
the 811 on. Yes, we don't. W have a bunch of other
applications we're reviewing. But they're not 811 at all.

They're just general devel opnents. So -- but that may be
the case for other deals.

MR. CONINE: | nove that we grant the waiver,
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and take a |l ook at the policy in respect to this
particul ar case in sone future prograns conmttee neeting.

MR. BOGANY: Second.

M5. ANDERSON: Okay. Discussion? Hearing
none, | assunme we're ready to vote. Al in favor of the
noti on, please say aye.

(A chorus of ayes.)

MS5. ANDERSON. Opposed, no?

(No response.)

M5. ANDERSON: The notion carries.

MR. OCANAS: Thank you.

M5. ANDERSON: | would also ask that we -- |
can't renmenber when this contract was done, but before the
contract -- how many years it's for, but before it --

MR. OCANAS: June.

M5. ANDERSON: Oh. GCkay. That we -- if we're
contenpl ating renewi ng or extending the contract, that we,
you know, get that on an agenda, because I'm-- | think
just need to understand better. And I renmenber when we
first approved the contract. But |I think we -- | just
need to understand better what their oversight role is
versus ours in this kind of a construct.

You know how | feel about predevel opnent | oans

that don't get paid. So | take particular interest
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that -- thank you. So where are we now?

M5. CARRI NGTON:  Anything you want to do.

MS. ANDERSON: So - -

M5. CARRI NGTON:  Anything the board would |ike
to do.

M5. ANDERSON:. Onh, | guess. Yes.

M5. CARRINGTON: If the board would like to
hear a report --

M5. ANDERSON: | guess. Yes, because we --
should we -- well, actually, we're -- are we supposed to
approve things comng out of the Audit Comrittee neeting
t oday?

M5. CARRI NGTON: There was not anything that
required any action. No.

MR GORDON: It was a report.

M5. ANDERSON: Ckay. All right.

M5. CARRINGTON: The only thing left would be
the Executive Director's report, if you want to hear ny --

(Pause.)

M5. ANDERSON: Yes. So then we'll proceed with
the Executive Director's Report.

(M. Bogany | eaves neeting.)

M5. ANDERSON: Do you want to -- oh, we can't

do that either.
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(Pause.)

M5. ANDERSON:. We could adjourn. Wll, are
there things in your report that --

M5. CARRI NGTON: There m ght be two or three
itens in the Executive Director's report that we m ght
want to --

M5. ANDERSON: Ckay.

M5. CARRINGTON: -- point out to the remaining
board nenbers.

M5. ANDERSON: Ckay.

M5. CARRINGTON:  You all do have a copy of the
departnent's outreach activities for the nonth of March
And as you can tell by just flipping through that, we
remai ned very busy not only wth | egislative hearings, but
many, many | egislative briefings with various ot her
prof essi onal neetings, speaking at different
or gani zat i ons.

We did have Christopher Toney, who was our
Ofice of Legislative Affairs fellow, in town |ast week.
He and | nmade a couple of visits together, and then he
went to Houston. And | think he probably had about ten or
12 visits by the time he went back to Washi ngton. And who
he nmet with is also |isted on your sheet.

And we have had many staff over at the Capitol
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doing testinmony. It really takes nmany of us to be over
there and spread oursel ves anong hearings, to be where we
need to be to serve as resource witnesses. And so | want
to thank staff that does go over there, and sonetines
spends al nost all day waiting to be asked a questi on.

Another itemis an invitation fromthe Freddie
Mac Affordabl e Housi ng Advisory Cormmittee. And they have
invited me to join their Affordable Housing Advisory
Commttee. This commttee has been in place since 1992,
and they have never had an executive director fromthe
St at e Housi ng Fi nance Agency on their commttee.

And after discussions with them | think they
have decided that it mght be a good thing, especially if
they want to generate sone additional because with State
Agenci es.

Turning to the Quarterly Report to you all on
changes in ownership in our multifamly transactions, and
gi ve you the reasons for those changes of ownership. So
we have provided that report to you.

There is also a report at the request of M.
Bogany at the |last board neeting tal ki ng about how we're
targeting our first-time honmebuyer program and what kind
of efforts we were doing with TKO adverti sing.

And what we are doing, initially is targeting
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sone areas within Houston that have | ow home ownership
rates, that have denographic information -- incone
information that would indicate that they perhaps woul d be
eligible for home ownership. So we're sort of using this
information in Houston to go into particular areas and do
sone targeted marketing.

At the bottom of the page, we tell you where we
have been in March, and where we're going to be in Apri
related to our first-tinme honebuyer program W didn't --

M5. ANDERSON: WI | you nmake sure that M.
Bogany gets this with this highlighted, maybe with a short
note, that -- | nean, he really did want this information.

And I"msorry that he's not here to hear this good news.

MS. CARRINGTON: W absolutely will do that.

We have participated in the -- conmtted to participate in
TCEQs. A conmttee that they have, Cean Air Chall enge.
W're participating in that. And we did provide -- we did
a -- worked with staff over probably about three nonths in
our program areas on the work that we are doing with
comunity and faith-based organi zations, because the
governor does have this initiative.

And so what we did was provide a witten report
to the Governor's office related to how we are serving and

wor king with community and faith-based organi zations in
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basically all of our prograns across the spectrum of
TDHCA.

And with that, Delores just passed ne a note
that rem nded ne that Robbye Myer has been nanmed as the
new manager of Multifam |y Finance Production. Robbye is
in Orange, Texas, today. You could say she drew the bl ack
bean; we passed that around to four or five of us before
we found soneone who was willing to go to Orange, Texas,
and speak to this particular group down there. But we do
wel come and congrat ul ate Robbye.

MR. CONINE: An orange bean to ne.

M5. CARRINGTON:. O the orange bean. That's
absolutely -- and | didn't -- don't go back and tell the

people in Orange, Texas, that | --

M5. ANDERSON: Well, | was going to say that --
M5. CARRI NGTON:  -- was, you know, derogatory
about Orange, Texas. | do not nmean that.

MS. ANDERSON: Well, sonme of us -- sone of you
all couldn't go because of your conmtnments here. And so
she was able to.

M5. CARRINGTON: That's right. And that was
like an invitation we received next nonth, and we were
passing it around, and it occurred to ne that it was the

May board neeting date, and so | sent the inviter back and
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sai d, None of us are going to be there.

We do have 11: 67, which now has anot her
conmm ttee substitute. And | know that the commttee has
been given basically an analysis that our Policy and
Public Affairs has done along with our acting general
counsel

| passed that, quick and dirty, as you said,
out to them | think maybe they already have it by email.

So we can just tell you you all have this. And if you
have any questions and would like to give us a call,

pl ease do so. And we are looking for, | guess, for this
to be put on the conmttee schedul e sonetine soon. M.
Lyttl e?

MR. LYTTLE: M chael Lyttle, Director of Policy
and Public Affairs. The bill was voted favorably out
today, out of commttee. And it is now going to the ful
house. The committee substitute has.

M5. ANDERSON: Ckay. Thank you. And was
soneone from TDHCA over there?

MR, LYTTLE: No, ma'am It was voted off
Chai rman Tolton's desk on the House floor. It was a
formal neeting, and we weren't -- didn't go to that.

M5. ANDERSON: Ckay. Just wanted to nake sure

we didn't m ss anything.
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MR. CONINE: We can do that one.

M5. ANDERSON:  Oh.

MR. CONINE: | vaguely renenber talking about
either the Program Commttee or the full board having a
di scussion fromthe Texas RB fol ks about their prograns,
and sone of their nuances, and you know, was the old
di shwasher going to be in there or sonmething. And we need
to get that schedul ed for sonetine soon

M5. ANDERSON:  And woul d you like that to be
with the full board? The Prograns Commttee? The
Executive Staff? | indeed have intentions of neeting with
Bryan Daniel, but | have not done that yet. So how woul d
you |ike us to proceed?

MR CONINE: | would defer to the Chairman
whet her she wants to make the full board indul ge the
conversation or not.

M5. ANDERSON: | don't have a strong feeling
one way or the other. But | think we need to do it next
nmont h, because after next nonth, our neetings get
intolerably long for a few nonths. So whatever woul d
wor K.

M5. CARRINGTON: | will commt to neeting with
M . Dani el between now and next board neeting, and perhaps

give a brief report, and we can see where we want to go
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fromthere.

MR, CONINE: Geat. Thank you.

M5. ANDERSON: And | informally asked M. Dally
this norning for a brief high-level overview of the status
of the building nove, just to have the board have the
benefit of knowi ng how well -planned that project -- that
maj or project's no doubt going to be.

So just ask him-- you may recall, but M.
Conine was interested in the risk aspects of that. But
|"'mreally asking that that be wapped at a high | evel
into overall -- and | asked M. Dally to see if he could
endeavor to do that for us briefly next nonth as well.

M5. CARRINGTON: And we did at Audit Commttee
meeting this norning, those of you that were in here, saw
the anal ysis we're going through, as we're doing our risk
assessnment related to RP-36. W did a facilitation,
guess, a week ago Monday, for four hours with selected
staff on the risks associated with the nove.

And t he good news out of that brainstorm ng for
four hours was that | don't believe there was any risk
that was identified related to the nove that we hadn't
already identified. But it did begin to formalize that
process for |ooking at the risks associated with the nove.

MR. CONINE: Being a sem -real estate guy, 1'd
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be curious when the floor plan's done and take a | ook at
it.

M5. ANDERSON: After his departure, | want to
t hank M ke Gerber fromthe Governor's office, who is here
with us prior to neeting today. | also want to thank
Assi stant Attorney General Kevin Hanby, who is here with
us here today, and is providing significant and inportant
support to the departnent in support of our |egal
activities, working with Anne Reynol ds, Edw na Carri ngton,
and others. W appreciate you very nuch, Kevin.

MR. HAMBY: Thank you.

MR. CONINE: Mbve to adjourn, even though we
can't take action.

M5. ANDERSON: Seeing that we can't take
action, we'll dism ss.

(Whereupon, at 1:45 p.m, the neeting was

concl uded.)
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