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PROCEEDI NGS

M5. ANDERSON: | amgoing to call to order the
January 18 neeting of the board of the Texas Departnent of
Housi ng and Comunity Affairs. Thank you all for com ng
this morning. And we do -- Vice-Chairman Conine, | am
sure, will be joining us shortly. The first order of
business is to call the roll. M. Bogany?

MR, BOGANY: Here.

MS. ANDERSON: M . CGonzal es?

(No response.)

M5. ANDERSON: M. Gordon?
MR, GORDON:  Here.

M5. ANDERSON: Mayor Salinas?
MR, SALI NAS: Here.

7

ANDERSON: W have four nenbers present.
W have a quorum And | amsure M. Conine will be with
us very shortly. The first itemof business is to take
public comment.

As is our custom we wel cone public coment to
the Departnent's Board. W take it both at the begi nning
of the nmeeting, or at your option, when the agenda itemis
presented. So we will go ahead and take the norning's
public comment. And the first witness is Senator

Carri ker.
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MR. CARRI KER:  Good norni ng, Madam Chair, and
menbers of the Board. Thank you. M/ nane is Steve
Carriker, and | amthe Executive Director of the Texas
Associ ation of Conmunity Devel opment Cor porati ons.

| wanted to take only a few seconds this
nmorning to extend ny personal invitation to you to our
upcom ng conference in San Antonio, March 6 through 8.
understand that that is a very awkward date for many of
you. First, it is unfortunately schedul ed over the
primary el ection date. And those of us who take part in

civic affairs nmay be busy on that day.

Al'so, | understand that it conflicts with your
national neeting. However, | do want to extend that
invitation to you. | know that as unpaid citizen Board

menbers, that it is very difficult for you to be all the
pl aces, and do all the things that you mght like to, in
regard to your duti es.

However, | also know that you take great
interest in our nenbership of non-profit comrunity-based
organi zations. W represent some 150 across the state,
nost of which are engaged in one formor another in
provi di ng af fordabl e housing, and are partners with the
Departnment, as well as being partners with a nunber of
for-profit entities that they partner with also in
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provi di ng that affordable housing. Qhers of themalso
cater to the needs of the devel opi ng community through the
devel opnent of snmall business and essential comunity
facilities.

| know that you are famliar with our
organi zation. You are famliar with our nenbers, many of
whom have cone before you, and are your applicants and
constituents. And we would sinply like to extend the
invitation to you to conme to be nore famliar with the
work that is going on anong our mnenbership.

Thanks very much. [If you have any questions, |
woul d be glad to address them

M5. ANDERSON: Thank you. And just if you
woul d, sone of our nenbers of the Board may i ndeed be
interested in attending. And so if you could just nmaybe
send an e-mail or a letter to them

MR CARRIKER We will be getting you a witten
invitation along wth registration information. And we
will also be, of course, inviting the Departnent itself to
participate in an official capacity. Thanks very nuch.

M5. ANDERSON: M. Barry Kahn?

MR. KAHN: | have got conments now.

M5. ANDERSON: Right. You have asked to speak
during public comment, and then at an agenda item
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MR. KAHN: Right.

MS. ANDERSON:. This is the public conment
peri od.

MR, KAHN. Okay. Good norning. M nane is
Barry Kahn. | am a devel oper from Houston. | would just

like to bring sone information to the attention of the
Board. Passing out a four-page handout.

The first two pages are froma recent Mayor's
Task Force hearing, as far as the responses that FEMA has
received in the Cty of Houston, and the nunber of
vouchers which are currently issued. |If you |ook at the
sheet, about hal fway down the first page, there is about
46, 272 vouchers which are currently outstanding in the
City of Houston.

The FEMVA relief effort covers a period of
approxi mately 18 nonths. WMany of the people who are
di spl aced from Loui si ana and el sewhere are el derly,
di sabl ed. They | ack adequate job training. And the 18
mont h period may not be sufficient, particularly with the
el derly and disabled to find new jobs and to have a neans
of income to replace the FEMA assistance for their
housi ng.

The Gty of Houston faces a huge potenti al
problem as do the other cities in the State of Texas.
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mean, Texas was very gracious with accepting all the
evacuees, and they are here. And there is no place for
themto return in the near future.

So the State of Texas now has a potenti al
probl em dealing with these evacuees. And | would like to
make a suggestion, because it is going to take a | ot of
federal help. And the federal help isn't there right now

Federal help probably needs to be transitioned from FEVA
to HUD, which is going to require the issuance of a | ot of
addi ti onal vouchers.

Spoken to a nunber of people at the city, at
the state, and a couple of national people. And it is
nowhere on the horizon, as far as anything on anyone's
agenda, as far as what happens in a year when the FENVA
assi st ance stops.

And essentially, what | would |ike to suggest
is that the Departnent work with the Governor's O fice and
maybe put together a task force to evaluate all of this,
where there woul d be sonme federal acceptance with
sonet hing com ng through the Governor's Ofice on a nulti-
state basis, as far as what the needs are.

This next year is going to go by very quickly.

If this problemisn't addressed, there is going to be
| ots of issues, which some -- the results of which wll
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not be satisfactory to many, and may place even a bigger
burden on our crimnal justice system which is not a
result we want.

And this task force that | am suggesting needs
to be headed by the Governor to give it national
prom nence. And the task force bring together federal
| egi sl ators, you know, governors and representatives of
the affected states. You know, representatives of the
various cities that are bearing the biggest inpact.

And it is not to be geared as an absol ute
conti nuance of the assistance that is occurring. There is
probably three or four different segnents of the
popul ati on, one, of course, being the elderly, two being
t he di sabl ed, three being people who are just sitting
around, you know, who coul d becone enployed. And that
assi stance would need to be very short term And four,

t hose who probably would be willing to work, but need job

training to get the adequate jobs in different |ocations.

So a large part of this result would be a
certain segnment of that population comng off the rolls,
but maybe not in a year. It may be over a two year
period, or something. |If this issue isn't addressed, the
problemis going to arise.
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And it is my suggestion, you know, for the
Departnent to start with the Governor's Ofice. And
woul d volunteer ny time to work on it, and to hel p get
others involved. And if there is any -- by the way, the
third and fourth page are just the nunber of people who
have regi stered with FEMA

And as you can see in the Houston, Baytown and
Sugar Land area, they had 321,000 applicants. So even
t hough 46, 000 househol ds are on vouchers, there is a | ot
nmore people out there. And it is a problemthat | am
afraid is not going to go away. Thank you

M5. ANDERSON: Thank you. Kelly Hunt?

M5. HUNT: Good nmorning. M nane is Kelly
Hunt, and | amthe new Director of the Rural Rental
Housi ng Associ ation of Texas. As | believe nost of you
know, it was about this tinme |ast year that Socks Johnson
told us all that he wanted to spend nore tine on the golf
course and with his lovely wife Lou, and so he was
retiring. And that opened the door for ne to be able to
accept this position.

Sonme of you may recall this is actually not ny
first tinme to appear before this Board. | have spoken to
you in the past, both as a consultant, and a devel oper,
primarily regarding applications in rural communities.
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And as a product of rural Texas nyself, | am
keenly interested in addressing the affordabl e housing
needs in these smaller comunities. So | wanted to take
just a fewmnutes this norning to reintroduce nyself and
l et you all know how excited | am about ny new position,
and the opportunity to continue working with this agency
al though in a new capacity. Thank you.

MS. ANDERSON. Thank you. Welcone. d oy
Ri char ds.

MR. RICHARDS: Good norning. | appreciate the
opportunity to make a few coments concerning issues
have with sonme of the proposed rule changes to HOVE. My
name is C oy R chards.

| amthe fornmer -- | amthe Gty Adm nistrator
for the City of West Tawakoni. | amthe fornmer Gty
Counci | man, Mayor and City Manager of the Cty of Merkel
where we were fortunate to deliver two HOVE prograns over
a five-year period. | serve on the board of directors to
t he Association of Rural Conmunities in Texas.

| would li ke to preface these remarks by saying
| believe in the mssion of HOVE. One of the nost
satisfying nonents | have had in public service is handing
over the keys to a house for fol ks who ot herw se woul d
never get to live in a new hone. And had it not been, and
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t hey woul d have never been able to live in that hone
W t hout prograns adm ni stered by you guys.

My comrents on the proposed changes are as
follows: | support a two year funding cycle, simlar to
that of COBG  That cycle would save sone tinme, and
believe it levels the playing field sonewhat. | support
awar di ng extra points to those that have not been
previously funded. It helps nore communities conme into
the gane, |earn about the program and it encourages
partici pation.

| think imting grants to 275, or sone ot her
nunber is too nuch of a cut fromthe current 500,000. The
proposed reduction elimnates some of the econony of scale
that we get in contractor bids.

| would |ike to see you consider a 420, 000
grant raise that cost to about $60,000 a house. That
woul d fund seven houses. There has not been an increase
in the cost per house in quite a while. | think it is
about ten years. And we all know that housing costs and
the construction costs have risen dramatically. And |
would Iike to see us build a better hone.

| was first against the lottery method when it
was tossed around a little bit. But | believe that sone
sort of a weighted lottery nmakes sense. It would
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elimnate sone of the controversy with the scoring
systens. It gives every application a chance.

It still rewards the applications that, you
know, fits sonme of the needs, scores and criteria and that
sort of thing. And so the applications could stil
separate thensel ves sonewhat by the quality of the
application or the needs of the conmunity.

Reduci ng the 24 nonth contract period is kind
of a concern, especially during a double funded cycle. It
just kind of backs up on you. |If sone of the prograns are
havi ng troubl e being conpleted in a 24 nonth period, |
don't see how an 18 nonth would nake it nove any faster
| think we could | ook at a 30 nonth contract and require
the programto be set up; conpletely set up in a 24 nonth
period or sonmething |ike that, and it would kind of speed
things up a little bit.

We have heard all kinds of talk on caps and
that sort of thing. And the caps on hard, soft, and
mat ched costs needs a | ot nore discussion before they are
put into place. | don't see how these changes coul d be
made prior to the notice of funds that woul d be avail abl e.

The one guessing gane for |local officials and
HOVE and ot her conpetitive prograns is how much | oca
funds or local effort do we conmit? |f those matched
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funds or those capped things are changed, what woul d be
the i npact of those changes, if we are selected during
this application round?

And | think it is a bad idea to change HOME
froma grant programto a forgivable or repayabl e | oan.
know from two successful prograns in Merkel, it was hard
enough to explain to Mayors and City Council nenbers that
HOVE had no risk or cost to the Gty, other than our
defined match. And it had no cost or risk to the
reci pient. Regular people find that hard to believe;
skeptics are even worse.

If we now attach |iens and | oans, forgivable or
not, both the honeowners and their famlies will have to
worry about foreclosure. And, you know, that foreclosure
afterward woul d probably have to fall to the city. You
know, | don't know how that would play in your area, but |
don't think it would play very well in nost places. If we
have | oans, surely that is going to add sone additiona
costs sonmewhere and it just seens |ike an unnecessary
expense.

HOVE program hel ps those who can't help
t hensel ves, and that is the definition of good governnent
redeemng level. W can be proud of our efforts to
protect what makes HOVE work and our continued efforts to
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make it work better. Thanks for your tine and
consi derati on.

Do you have any questions?

M5. ANDERSON: | want to thank you for being
here today, and particularly because as you | ooked at sone
of these argunents, you offered alternatives. And that is
al ways very hel pful to the Board to not just have soneone
cone up and say what we don't |ike about a rule, but to
propose alternatives. So | amgrateful to you

MR RICHARDS: It is a great program and we
have enjoyed our participation in it, and hope to be in it
agai n.

ANDERSON: Ckay. Thank you, sir.

RI CHARDS: Thank you.

CONI NE:  Madam Chair, when are we --
ANDERSON:  Next nont h.

CONI NE:  Next nont h?

ANDERSON:  Yes.

CONI NE:  Ckay.

> » » 2 » 3 3 O

ANDERSON:  And there are round tables on
t hese HOVE rul es going on right now.

MR. RICHARDS: Right. | have been in one
al r eady.

M5. ANDERSON: Good. Verna Rutherford?
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M5. RUTHERFORD: Thank you very nuch. Good
nmorning. M nanme is Verna Rutherford. | am president of
the G eater Port Arthur Chanber of Commerce.

We are probably the nost heavily inpacted area
in the State of Texas. W have approxi mately 18,000 hones
t hat have been inpacted, either destroyed, heavily
i npacted to sone extent. Some of those hones of course,
bei ng nore m nor.

We are also in an area where we are fortunate
to have about $6 billion in petrochem cal expansion that
we are hoping to take place within the next three to five
years, and maybe even slightly nore than that. | won't
el aborate on a lot of the intent of the legislation, the
QO |l egislation. A nunber of our other officials wll be
addr essing that.

| would just like to say that we are accustoned
to being able to help other people. W hel ped fuel the
nation. W want to be able to continue to do that. One
of the itens of greatest concern to us is that right now,
we are in a position that we have got gol den opportunities
wi th expansi on about to take place, but our greatest
concern is that we have such a dire shortage of housing.

We have, |ooking at the nunbers that were
recently released, as | nentioned, 18,000 honmes affected,
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and that is in a population of a city that has got 57, 000
plus residents. So it is a major significant area. Wat

i s happening is that some of the contractors that are
staged to do sone of the expansion projects are now havi ng
to go out and rebid to | ook at other considerations for

al ternative housi ng.

There sinply are not places for the people to
stay. W don't have the place for the hones, the
apartnents, or other types of |odging for our own
residents, let alone for the people that are going to be
comng into our area to work on these construction
projects. They are |ooking at alternative sources such as
bri ngi ng barges in, expanding al ready overl| oaded RV parKks,
hotels, and traditional types of housing.

We are | ooking at the inportance of using the
GO funding to be used for the intent that it was set out
to, so that we could benefit and rebound fromthe
devastation that we were affected by Hurricane Rita. And
so | guess that our plea to you, as others in our group
will testify in other areas, that you allow us to maxi m ze
the opportunities in these increased funds so that we can
continue to help other people to cater to the needs of the
Katrina victins that we helped in our area, nany of whom
are still living there. And so that we will be able to

ON THE RECORD REPORTI NG
(512) 450- 0342




17

continue to hel p people who need help while al so taking
care of ourselves, and continuing to be able to rebound
fromHurricane Rita. Thank you very mnuch

MR. CONINE: Could |I ask you just an off-the-
cuf f opi ni on?

M5. RUTHERFORD:  Sure.

MR CONINE: If we go into Port Arthur and
approve new construction of 100 new rental units there, as
opposed to taking those sanme dollars and rehabilitating
100 units that were there, what is the | ocal community
going to think about new stuff being built before the old
stuff gets fixed up?

M5. RUTHERFORD: Well, | think that, clearly,
the fol ks who own the properties there are doing
everything in their power right now to get those units
that need to be repaired, repaired as expediently as
possible. And so in addition to those that can be
repaired, we need to be able to have new housing built.
So the investnent dollars, the private investnent dollars
are taking place currently.

As a matter of fact, we have one of our |argest
devel opers and investors here with us today that is
accustoned to getting sonme tax credits. And certainly,
every dollar that you give to himhas al ways been
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maxi m zed by many nore dollars that he has invested on his
part, and by bringing in opportunities for other people to
invest. He has provided property to be able to help

ot hers do that sane kind of thing.

So | don't think that bringing in new units is
going to deter any inprovenents or repairs or renovations
to existing property. It would just add to that.

MR. CONINE: You don't think there is going to
be a shortage of materials and | abor? And since there
will be a shortage, there has to be a choice nade between
going to a new project to, say, soneone from out of town,
versus the rehabilitation or a sheet of sheetrock or sone
| unber going to fix up the old stuff. | amjust curious
how t he Chanber of Commerce woul d feel about that.

M5. RUTHERFORD: Right. Well, you know, we
certainly want to nmake sure that as nuch -- as many of the
pur chases as possible can be nade locally in our own
community. But we are positioned where we have got ports
that we have access to unlimted supplies of product that
could be shipped into the area, plus where we are | ocated,
we have a great transportation system

We woul d love to think, as the Chanber of
Commerce, that everything that we need coul d be bought in
Sout heast Texas. But that is not reality. The next thing
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is that we are positioned in such a way that we can take
advant age of opportunities that are avail able from outside
of the area. That includes material supplies as well as

| abor supply.

MR. CONI NE: Ckay. Thanks.

M5. RUTHERFORD: Thank you very much. |
appreci ate your time.

M5. ANDERSON:. Sir, would you |ike to address
the Board now? | nean, if you want to nake your comments
NOW.

MR. GRIFFITH: Maybe | should go ahead. Let ne
j ust go ahead.

M5. ANDERSON: |If you would introduce yourself.

MR CRIFFITH Yes. | amCarl Giffith. | am
the Jefferson County judge that includes Beaunont-Port
Arthur, Nederland, Port Neches and Groves. | appreciate
you all taking the opportunity to listen to us today.

There is a |large delegation here fromdiffering
parts of the community. | amthe only elected official
that is up here today, and that is not -- | take that
back. Qur State Representatives, both Deshotel and
Ritter, are also here in support of this.

Let ne take you back, and | have got sone
answers to your questions about that, about the funding
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and what we are going to be doing. W aggressively

wor ked, because Katrina was the only thing we all heard in
Texas. And | know that many Texans didn't realize the
devastating i npact of -- Sabine Pass is also in our

county.

Heard of Sabine Pass? It is gone. Okay. The
storm surge, 95 percent of the homes are obliterated. But
not many people know that, even in Texas. Port Arthur,
sanme instance. And at the sanme tine, | have been working
directly with heavy industry for about two years to work
t hrough tax incentives to bring new construction to the
comunity.

And so what Verna was tal king about 6 billion,
that nunber is really closer to $8 billion in new
construction. W wll take nost of Texas industrial
i nvestnent, nost of it. Probably 65 percent of Texas
i ndustrial investnment will occur in Jefferson County over
the next three years. It is huge.

Anerica's new refinery that President Bush
tal ked about, pushing the energy bill, that project, we
have got a good chance of announcing that in the next two
weeks. A very good chance. And so housing is our
greatest crisis.

W literally have conpanies offering to | ease
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county parks to bring barges in along the channel for a
substantial anount of noney, so that they can house people
to do construction. And that doesn't even deal with the
restaurants that can't open because the service enpl oyees
haven't been able to nove back into the conmunity.

So where we are working towards those dollars
you were tal king about, we are working as a group and
| obbyi ng Washi ngton. And have been very successful to

include Rita in the legislation. That is why you see us.

We are even partnering with Lake Charl es,
Loui si ana, Sout hwest Loui siana, because they were
excluded. They were excluded fromall the dollars going
to Loui siana because they were the Rita storm and
definitely they had major inpacts there. And so our
del egation, including our state reps and our state
senators have worked very hard with Senators Cornyn and
Hut chi son and the entire Texas del egation signed off on a
| etter supporting us.

And part of that noney that we went after is
this $3 1/2 mllion tax credit that you will get a chance
to vote on today. And we are hoping as a group, and you
will hear fromthe Cty Manager out of Orange County that
Region 5 will get those allocations because we desperately
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need that for housing to bring our people up, so that we
can get those contractors back to work, bring those
servi ce enpl oyees back into the conmunity.

Communi ty devel opnent, bl ock grant funding is
about -- the total ampunt we are going to get, we don't
know, but it will be in the billions of dollars, to
address sone of the needs that you are tal king about.

Those rehab of those buildings. This is
sonmet hing we need on the ground. And actually the
qui cker -- and any way you can help us to nove these
credits forward on your agenda, as far as getting them
voted t hrough, where the builders can get to work on them
and get themon the ground, hopefully by fall.

We desperately need them They will just -- in
the contractor's tines, in the businesses' tines --
literally, many busi nesses aren't opening, or they are
opening from9:00 or 10:00 in the norning until 4:00 in
the afternoon because they can only get a few enpl oyees to
cone in.

And other than that, the only other thing that
| hope you will consider is not including your $2 nmillion
cap on this. |If you are gracious enough to give us that,
that you will allow us to exceed by at |east another half
a mllion dollars.

ON THE RECORD REPORTI NG
(512) 450- 0342




23

Because we do have people that will cone in,
know t he community, know how to get the job done, and can
get that work done, and get it done expeditiously. And
that is what we desperately need.

Any ot her questions?

(No response.)

MR. GRIFFI TH: Thank you so much

M5. ANDERSON: Thank you, sir. Donna Chat han?

M5. CHATHAM  Good norni ng, Madam Chair, TDHCA
Board. It is a pleasure to be here this norning. M nane
is Donna Chatham | amw th the Association of Rura
Communities in Texas. W represent over 300 cities and
counties, rural cities and counties, with cities under
50, 000, counties under 200,000, utility districts and
econoni ¢ devel opnent corporations that are within
qual i fying counti es.

Qur mission statenment is that we are a strong
voi ce advocating the needs of rural Texans to state policy
makers through a nmenbershi p-gui ded agenda. Also to |et
you know, a little PR announcenent, that we will be giving
el even region -- taking our agenda to el even regions
t hroughout the state this year to get nore regional input
for themto be able to give us nore insight as far as
rural needs is concerned. So we will also be talking
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about affordabl e housing needs, and we will be nore than
happy to report that back to you.

Econom ¢ devel opnent is a vital, very vital for
any healthy | ocal econony. And rural Texas, obviously, is
not any different. House Bill 2928 that we had the
privilege of wal ki ng besi de Representative Kol khorst and
Senator Sil ber passed in the 79th session, which we are
very thankful to say. It allows cities now w th 4(b)
econoni c sales tax to devel op small busi nesses.

Booker was a great exanple. They had a grocery
store that could no | onger get off the ground, for several
different reasons. And now, it is now thriving and goi ng.

It was the only grocery store within a 50 m | e radius.
This is econom ¢ devel opnent.

It is no surprise of you, affordable housing is
a major key for rural Texas for econom c devel opnent. The
HOVE programis the only programthat rural Texas has to
hel p the econom ¢ devel opnent and af fordabl e housing. It
iswith this in mnd, and that is the reason | am here
t oday.

After going through our nenbership and our
board, there are five nmajor concerns we are concerned
about, and sone proposals that you have in the HOVE
program Nunber one, the contract term being reduced from
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24 to 18 nmonths. oviously, supply and demand is cruci al
in any econony.

Qoviously in rural Texas the demand or the
supply for the materials and | abor is sonewhat |imted.
That is the reason that it is very difficult and
challenging to say that you want to limt this down to 18
nont hs.

| surely understand; | used to work for the
City of Wchita Falls and also the City of Hearst with the
CDBG program So | definitely understand fromthe
adm ni strative perspective, froma |ocal governnent
perspective how you al ways want to conserve the noney.

And we definitely, we say yes, because it is very |limted.

We are concerned though, very concerned that
that m ght be too restrictive. Perhaps you can say maybe
down to 20 or a 24 nonth period for setup tinme. But we
are very concerned, and very concerned that 18 nonths
woul d be too restrictive for these small | ocal
communi ties.

Nunber two, the forgivable repayable |oans is
al so somewhat concerning to us. As | amsure you know,
obvi ously forgivabl e | oans have been used by the
Departnent in the past, and were changed to grants, due to
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the conplexity of the ongoing | oan managenent
adm ni stration burden.

We understand that HUD has stated that the
Department is responsible for the ongoi ng nanagenent and
nmonitoring of the |oan portfolio, not the adm nistrators.

This will require, obviously, additional full-tinme FTEs
commtnments by the Departnent. This places a heavy
responsibility not only on the Departnent, but also on the
i npl enenting adm nistrators, since there are other
adm ni strators; since there are other circunstances beyond
the control of the assisted honeowner that force a change
i n home ownership assi stance.

Whet her our menbership is opposed to this,
because program changes that will take a local citizens
primary asset, and |adies and gentlenen, this is key.

Local citizens' primary asset due to the participation in
the HOVE program A ngjority, there is a |lot nore
poverty -- do you want me to stop?

M5. ANDERSON: If you would just kind of w nd
up.

M5. CHATHAM  You bet. | sure wll.

MS. ANDERSON:.  Ckay.

M5. CHATHAM There is an extrenely nore
percentage of poverty in the rural areas, and this is very
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inmportant. That is often tinme the only najor asset, and
we are very concerned that if you do this, that will cause
a |l ot of people to be nore concerned, and not even enter
into the HOVE program

Nunber three, the nethod of selecting, we are
definitely in favor of a weighted lottery system and
wei ghting it nore toward the needs, such as poverty and
need and al so toward the match, as long as the match is
flexible. And that is also key for |ocal governnents.

Nunmber four, we are definitely in favor of a
two year funding cycle. That offers nore flexibility for
the state, and also for the localities.

And nunber five, we have been shared with that
you all are seriously considering |ooking at perhaps
multi-famly to al so take the burden of the match off of
HOME. There is so much burden of match on these single-
famly homes in rural Texas. W definitely will encourage
you to consi der |ooking, and | ook deeper at the nmatch to
per haps being shifted over, sonme to nulti-famly
devel opnent .

Because one nore tine, the whole match for the
whol e departnent is dependi ng upon these rural comrunities
HOVE, and we think that is a little unfair. And we sure
are here to help you wth any questions that we can help
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you with, Madam Chair.

MS. ANDERSON. Thank you. | appreciate your
testinmony today. And | know that you keep in close touch
with all of your nmenbers. It is ny understanding that the
Department has plans to do a new conmunity needs survey
across Texas, as we do fromtinme to time, across all the
regi ons.

M5. CHATHAM Right. Yes, ma' am

M5. ANDERSON: And so | appeal for your help,
as we engage in that comunity needs survey this spring,
to encourage your nenbers to be sure and respond to the
survey because we really do ook to that as a nmj or source
of input on how we programall this noney.

M5. CHATHAM  You bet. W sure will.

ANDERSON:  Thank you
CHATHAM  Thank you.

ANDERSON: Eva CGol dnman?

5 » o

GOLDVAN:  Good norning. M nane is Eva
Goldman. | ama senior Vice-President with the Mchaels
Devel opnent Conpany. And we very nuch appreciate the
opportunity of neeting with you again.

You may recall that the M chael s Devel opnent
Conmpany is one of the pioneers in the affordabl e housing
i ndustry. We were started in about 1960. And we own and
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manage about 30, 000 housing units throughout the country.

Qur first four developnents in Texas are
devel opnents called: King's Row, Continental, Castle
Gardens, and Yale Village. And with your i ndul gence,
would turn this over to ny colleague, Allison George to
talk to you about those four devel opnents. Thank you.

M5. GEORGE: Thank you so nmuch for having ne
here today. M nane is Allison CGeorge, and as Eva said,
amw th the M chael s Devel opnent Conpany. Many of you
m ght renmenber that Century Pacific originally submtted
these tax rate applications.

The M chael s Devel opnent Conpany accepted a
difficult challenge in stepping into the shoes of another
devel oper to turn four properties around, by inproving the
quality of life for the residents, while preserving the
af fordable rents of these units. The rehab is now fully
conplete, and the units are occupi ed, an acconplishnment we
coul d not have made wi thout the cooperation and support of
the TDHCA, which we greatly appreciate.

In 2003, when this process started, we
i mredi ately got on board and started review ng the
properties and assessing, trying to acconplish the goals
of neeting our placed in service stage, which we did do,
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i n Decenber of 2004. In developing the rehab scopes, we
focused primarily on major nmechani cal systens and ot her
itens, for the longevity of the projects.

In doing that, we have actually brought in,
over the four projects, nore than $5 nmillion nore than was
originally projected by the original applicant. And that
is specifically in construction costs. | would like to
note that our costs have not only been reviewed by our
construction staff, but by a third party FHA nortgage
| ender, the third party consul tant.

In this process, we submtted our plans to the
TDHCA for review and approval, and we started this
process, and went through construction thinking that we
are neeting TDHCA s requirenments. |In June of 2005, we
received notice fromthe Agency of deficiencies. W are
wor ki ng cooperatively with the Agency to resolve these.

It has been suggested that these itens may
requi re anmendnents fromthe Board. W appreciate our
relationship with TDHCA and the Board. W appear here
today with the consent of the staff.

| f these anendnents are required, we
respectfully request your careful consideration of the
amendnments. And | have laid this out in a letter to
Br ooke Boston and copied the Board nenbers. And if you do
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not have that letter, | would be happy to provide anot her
copy.

Al'so, | have distributed, or Susan has
distributed sone before and after pictures as an exanple
of one of the devel opnents.

| f you have any questions, we would be happy to
answer those.

M5. ANDERSON:. W have an agenda itemon this
next nonth. Okay.

GEORGE: Next nont h.
ANDERSON:  Ckay.
GEORGE:  Ckay.
ANDERSON:  Thank you

5 » o o B

GECRCE: W just wanted to bring it to your
attention. Thank you very mnuch.

M5. ANDERSON: Good thing to do. Thank you
That concl udes the public coment for the public coment
period. W are going to take -- because of sone guests
that we have here with us today, we are going to take a
couple of things out of order, with the Board's
i ndul gence.

The first item]|l would like us to consider is
the report fromthe Deloitte CPAs on our fiscal year end
8/ 31/05 reports. And David, we will take the rest of the
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audit itenms later in the day.

MR CONINE: So this is 6(b) maybe?

M5. ANDERSON: 6(b), yes sir. 6(b).

M5. GUIDRY: Thank you. M nane is Tracie
Quidry, and | am a seni or manager on the audit with
Deloitte. W did neet with the Audit Commttee prior to
this meeting this norning, and the partner in the
engagenent, CGeorge Scott, was able to attend at that
poi nt, but regretfully, he had to |leave for this neeting.

| amjust here to report that we did finish our
audit for the '05 fiscal year. W issued two separate
opi nions, one on the Departnent as a whole and then one on
just the bond revenue program And both opinions were
cl ean opinions, and the financial statenments did present
as they were supposed to present, and we did not have any
material adjustnents, or really any adjustnents on the
reports as provided by managenent.

We did receive full cooperation of managenent
during the audit process. The audit, the financial
statenments, the footnotes of financial statenments do
di scl ose sone of the accounting policies used by
managenent. These are consistent with the prior year,
except for one exception, and that relates to an new
accounting pronouncenent by the Governnent Auditing
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St andards Board which increased the amount of investnent
di scl osures that the Departnment had to provide. And the
Department did conply with that particul ar pronouncenent.
And as you can see in the financial statenments, it is a
nore robust disclosure on investnent risk.

We did not have any disagreenents with
managenent. We do neet wi th nmanagenment periodically
t hroughout the year to discuss any accounting issues or
reporting issues that they see. And there were no nmjor
di scussi ons around any inplenentation of any new
accounting standards. And al so, managenent, to our
know edge, has not consulted with any other accountants to
determ ne other nethods as far as reporting certain
accounting policies.

As part of our audit, we do consider the
internal control structure of the Departnent, and we did
not notice any material weaknesses in the internal control
structure of the Departnent. So that is kind of the
overview of our report. |If there are any questions,
woul d be happy to answer.

MS. ANDERSON: M. Bogany?

MR. BOGANY: It was a very clean report.
Probably one of the cleanest | have ever seen in the
Agency. | was just very thankful. And David and Ms.
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Carrington's staff here done a good job to get us to this
point. And | amjust thankful that it was very clean.

M5. GUIDRY: Yes, it was.

MR. CONI NE: Wiat do you think about Bil
Dally? 1s he okay?

M5. GUI DRY: Oh yes. They are all great to

work with.

MR, CONI NE: Ckay.

M5. ANDERSON: Thank you very much for being
her e.

M5. GUIDRY: Thank you.

M5. ANDERSON: Okay. Now with the Board's
i ndul gence, we will nbve to agenda item 2(c), which is

policy for allocation of $3.5 mllion in housing tax
credit ceiling authorized under Gulf COpportunity Zone at
t he 2005 HB 4440, signed into |aw by the President, on
Decenber 21, 2005.

And | have public coment on this item and I
am goi ng to suggest we take the public comrent before we
hear the staff presentation, if that is okay, since we
have di stinguished visitors. Senator WIIlians?

MR WLLIAVMS: Yes, ma'am |If it would please
the Chair, we could have the whol e del egati on cone up at
once.
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ANDERSON: That woul d be fi ne.

WLLIAMS: And | think we could take the --

5 3

ANDERSON: At your pleasure.

MR. WLLIAMS: Take as little of the
Commttee's tine as is necessary. So if we could all just
stand up here. | think we have el ected Representative

Deshot el as our spokesperson.

2

DESHOTEL: OCh, really?

WLLI AMS:  Yes.

DESHOTEL: GCh, | get it now.
WLLIAVS: That is what happens.

DESHOTEL: That is okay.

5 » 3 3 3

ANDERSON: | f you could just introduce your
col | eagues.

MR. DESHOTEL: Thank you, Madam Chairnman and
congratulations. W as legislators always |like to see
those kind of audit reports. W don't always get that
fromstate agencies, and we comend you on that. W are

here today regarding the $3.5 million special allocation.

Many of the menbers standing here, and ot her
menbers who will address you today travel ed to WAshi ngton,
D.C., sonme nore than once, in a very frantic effort, in a
full-court type press to get sonme special allocations
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added to the reauthorization that President Bush was
working on. And we felt that we were successful when that
$3 1/2 million was added.

We are here today asking that as a result of
that work, that we go to the next step and have it applied
to the area that went up there and fought for this noney,
and pushed, and got the allocation. And to give sone
confort, | think, to the Board. W understand that you
had the $2 nmillion cap per cycle.

And you have the $37 million in this next
cycle, and a $2 mllion cap. As | look at this $3 1/2
mllion, it was not an increase in the $37 mllion. So
don't think you have to |l ook at that particular rule when
it applies to the $3 1/2 mllion, because it was in
addition to a special allocation.

The $2 million cap, as | understand it, is to
mai ntai n sone type of conpetition for the nonies
statewi de, so | understand that. The $3 1/2 million is
for an energency relief for a particular area of Texas.

So | think in good conscience you could say if
a devel oper qualifies for a part, 2 mllion or 2 1/2
mllion of the 3 1/2 mllion, he should not be penalized
when the regul ar cycle comes from his nornmal business
activity in applying this rule. And so | think the Board
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should really | ook at that.

And | think you can logically and froma policy
st andpoi nt separate the 37 mllion rule fromthe $3 1/2
mllion special allocation. And that is what | am
basically speaking to. Do you have any questions?

MR. WLLIAMS: | think Representative Deshote
has been very eloquent in his explanation of this. |
woul d echo his comments. The counties that were
represented in Region 5 were devastated by Hurricane Rita.

This affordable housing is very inportant to
the recovery of the area. | think that we have enough
econom c activity that is on the radar screen. Madam
Chair, you heard about that when you were in Beaunont for
t he hearings of the Senate Finance Conm ttee hearing.

The problemthat we face is, we don't have
enough af fordabl e housing stock for the construction.
67,000 construction workers that we anticipate will be
coming in for all this new plant expansion, about $6
billion worth of plant expansion that we have got in the
area. And it is critical that we have that housing stock

And | think our affordable housing stock took a
tremendous bl ow during Hurricane Rita. And | would
appreci ate every consideration that you could give us.

MR. CONINE: Wiat, if I could --
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M5. ANDERSON: Co ahead. Sure.

MR. CONINE: What is your opinion of the mx
bet ween new construction and rehab of the devastati on down
there? Is it going to be slanted nore, one versus the
ot her, because you are down there daily, and touch it and
feel it. And we are not.

MR. DESHOTEL: | look at it this way. W
had -- the rehab is going on through insurance paynents.
And those that didn't have insurance paynents, up to
$26, 000 from FEMA, over and above that. But we have
construction that needs to be repl aced.

And what we are tal king about is replacing
units that were destroyed, where there is a deficit in
housing, significant. And we are |ooking at putting these
projects together that we continue to talk about in the
petrochem cal industry, of hiring 3,000 to 4,000 workers.

And t hey need housing; they need a place to stay.

So it is inportant, as you raised that point
with Verna earlier, to rehab the damaged housing. | think
that that is going on. But it is also inportant to expand
and repl ace the devastation of the destroyed and nmj or
damage to our housi ng.

MR CONINE: So it is your overriding opinion,
listening to your constituents, that the insurance
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industry is responding in a positive manner?
MR, DESHOTEL: No. | didn't say that. You are
not going to get nme to say that.

M5. ANDERSON: You didn't introduce yourself,

MR RITTER H . | am Representative Al an
Ritter fromJefferson County. Kent, to kind of answer
t hat question, we and the rehab, we do have -- | can't
remenber the exact count now -- we have a lot of units
that the prograns with the insurance conpani es are not
done yet. And it is creating a problem and any hel p that
any of you m ght have for us to help get this achieved,
pl ease call ne.

One thing I want to make -- a coment | want to
make, Madam Chair, is, this area, the 15 counties in East
Texas has united and done a trenmendous job in devel opi ng
t he scope of what we need to do, fromthe Gulf Coast up to
the northern county of the disaster area. The effort that
they did in Washington, D.C., | believe was the difference
bet ween Texas getting involved in this |legislation and
Texas not getting a dine at all.

There is no doubt for those of you that have
been in our area that we are in need of sone help. And
all the del egation, including nenbers that are not here
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today, were 100 percent behind this. And we will be

presenting a letter to you with all of our signatures for

your file.

MR. SALINAS: How many units would you all be
doi ng construction on $3 1/2 mllion? How many units are
you all | ooking at building?

M5. ANDERSON: How many do we think we can, in
new construction.

MR SALINAS: And in what areas of the Gulf
Coast ?

M5. ANDERSON: It will depend where the
applications cone from M. Mayor. W wll take
applications on that.

MR. SALI NAS: About 500.

MR. WLLIAMS: They are telling us about 500.
And | think there is sonmewhere between 350 and 500 units
that are probably under construction right now So we
wi |l have total new housing stock of about 1,000 units.
And, you know, that sounds like a |ot.

But | amtelling you that the noderate incone
housing i s what took the big hit down there. You cannot
find a hotel roomor an apartnment to rent in the Gol den
Triangle right now It just does not exist. And so for
wor ki ng people, they really don't have an option for a
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place to |ive.

And | know that even -- | |live 65 or 80 mles
away by car, and we have peopl e conmuting from Mont gonery
County to Jefferson County because they can't find a hotel
that they can afford to stay in on the east side of
Houston. They have to drive all the way up north of
Houston to Montgonery County to find a place that they can
afford to stay.

MR JANEK: And let ne add if | may -- ny nane
is Kyle Janek. | represent Senate District 17, including
Port Arthur. W hear fromthe snall business owners. |t
is not just big plants.

Smal | business owners, restaurant owners who
say, | can't get ny people. | amready. | amready to go
back to work, get the econony working down here. | have
got to have a place for ny folks to live.

We have heard from Lamar State Col |l ege of Port
Arthur. One of the biggest problens they had was not the
i mredi ate damage to the college itself, but the fact that
so many of their students had been displaced. And they
had to go live with kinfolks in other parts of the state,
or with friends. And we need to get them back in.

Sout heast Texas was al ready on the ropes
economcally before the store, and to take that sucker
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punch, and conpounded by the fact that they had al ready
given so nmuch to the people that had been affected and
di spl aced by Hurricane Katrina. | represent parts of six
counties. Really, ny portion of Chanbers County has no
people living in it.

But | have got parts of five counties that have
folks living in them And | can tell you that it is a
very diverse district, economcally. | have got sone very
weal t hy people, and | have got sone people that are really
on the ropes. This area needs our help. And I am proud
to put my nane on any effort to give themthat assistance.

MS. ANDERSON:. Sir, thank you

MR. CONINE: Gentlenen, | don't think you are
going to get nmuch argunment fromus that the funds need to
go down in that particular area. The difficult decision
for us is whether to build 500 new units or fix up 1,000
old units.

That is the tough decision that we have to
make, as an appoi nted board. And we are going to be
| ooking for local input, not only fromyour perspective,
but fromthe Chanber of Commerce perspective, and fromthe
applications that actually cone to us.

And whether we set a policy to preference new
construction, or preference rehab, we don't know because
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we are not down there on a daily basis. W don't know how
t he insurance conpanies are acting or not acting. Yet it
m ght be -- again, you can spread the dollars out much
easier on a rehab than you can a new construction.

So | was just asking for a little guidance and
t hought on your process. You are wel cone to respond back
witten, or to do sone nore due diligence back at home and
get back to us. But we have to set that policy here,
whi ch then gui des the applications and the projects as
t hey conme to us.

MR JANEK: | think it is fair to say that we
are going totry to get you all the help you need to make
that tough decision. | don't envy you, and | thank you
for taking tinme to serve on the Board. | knowit is a
t remendous anount of work.

| don't know that everything is grouped at one
end or the other. There is a bunch of buildings that
probably still need sone |ooking at. And whether they
have got old asbestos that needs to be pulled out, whether
that building is salvageable, we are still going through
sone of that.

MR, CONI NE: Ckay.

MR. JANEK: | ncluding condemations in the
| ocal parts. Sone buildings, folks are going to wal k away
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fromthem And the local cities or the county may need to
proceed with sonme condemations. W wll do what we can
| think, to get you that information

MR. CONINE: That would be very helpful. | am
a new construction kind of guy. But | don't want to get
caught in the trap of building a bunch of new units, and
havi ng the existing community overl ooked.

MR. JANEK: Thank you

M5. ANDERSON: | have one question. It is a
guestion of clarification because we heard Judge Giffith
talk about a $2 nillion cap.

And what | thought he was tal king about is that
the way we have sone of our funding structured for owner-
occupi ed rehab -- not the tax credits. But for our own
HOVE funds for owner-occupied rehab, we had a $2 million
cap in Orange and Jefferson County because we only have $8
mllion, and we want to spread it out.

Now | hear you all talking about a $2 nillion
cap. But you are tal king about the tax credit devel oper
cap. Right?

MR, DESHOTEL: Yes, ma'am

MS. ANDERSON:. But do we think the Judge was
tal ki ng about the $2 nmillion cap on the HOVE?

MR. CONINE: Tax credit.
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M5. ANDERSON: | amsorry. He was talking

about tax credits also. So he wasn't -- okay. Al right.
Any ot her questions for this distinguished panel ?

MR, DESHOTEL: Let nme make just one observation
that m ght help you a little bit. For instance, the Gty
of Port Arthur now has ready to condemn 800, a little over
800 homes. They are waiting for the federal dollars to
tear themdown. So that lets you know what we are talking
about in a small way, on replacenent units that we are
t al ki ng.

MR. CONI NE: Ckay.

M5. ANDERSON: Yes, sir.

MR. BOGANY: Not so nuch of the panel, but in
t he point of building new construction, or bring nme back.

Has anyt hi ng been put together whether or not you are
going with systembuilt housing? | don't know if sticks
and nails will take another hurricane, if you build it
again, and it cones back.

Has any thought process been put into that,
whet her or not bond prograns in regards to |ike, we have
nmoney set aside for lowinconme that if we |ifted it from
| ow i ncome, and nade it avail able to anybody who coul d
purchase a home down there in that area. And | think
agree with M. Conine; | hear what you want us to do. But
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| don't really see a plan on what is the best -- what you
guys really need, versus us just throw ng the noney down
there, and just saying hey, have at it.

Yes. But having sone sort of plan, so we can
better effectively help you in this process. Because | am
t hi nki ng, okay, Sabine Pass is gone. So | know there is
no rehab there. That is all going to be new construction.

Where, is it going to cone back, system built
housi ng, taking the manufactured housing, are they getting
i nvol ved. Because you can put one of those up in six
weeks, and you have got sonebody ready to go, where it
takes forever -- | don't want to say forever, but a |onger
time to build apartnents and things of that nature. So
any thought processes cone into play in that?

MR. DESHOTEL: Well, there is a |ot of
di scussion. Tonorrow, as a matter of fact, there is a
nmeeting with MOTIVA, froma person conming in with a
system construction system for housing.

And there are a couple of groups that have
visited with the Cty of Port Arthur. One is interested
in putting in a sort of a factory where they prefab stick
houses and bring it out and assenble themon there. There
are two groups that are talking to the Gty of Port Arthur
W th proposals.
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So it is sort of in a formative stage on what

is the best way to proceed, as far as the construction.

You know, we are kind of here telling you we need the

nmoney to do the construction. And then we have got to

nmove into that phase on what fits best in our hurricane

prone ar ea.

IVB.

ANDERSON: M. Bogany, if |I may clarify.

The way the staff recommendation is structured right

now -- and we will hear the staff presentation in a few

mnutes -- on the tax credit portion, it is a first cone,

first serve cycle.

So we are letting the market and the private

sector developers that we rely on in this largely

significantly private sector programto assess the need

and determ ne what they can do that is financially

feasible. So we would see those applications on a first

conme, first serve basis, is the way that -- that is the

staff recomendation that we will be discussing shortly on

mul ti-famly.

MR.

IVB.

VR.

IVB.

BOGANY:  Ckay.
ANDERSON: Ot her questions?
WLLI AVS: Thank you for your tine.

ANDERSON:  Thank you. Excuse nme. Senat or

Janek, and Representative Ritter, if I mght just ask you
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to conplete a witness affirmation formto keep our

paperwor k squared away.

MR JANEK: We will do it.

MS. ANDERSON: Thank you.

MR. BOGANY: Madam Chair?

M5. ANDERSON: Yes, sir.

MR BOGANY: | wasn't at the |ast board
meeting, but | didn't know -- | know in the past, when a
hurri cane has cone through. | can renmenber Frances did
sone danmage to Fort Bend, all limts were waived as far as

on the single bond famly, to try to help people turn it
around.

M5. ANDERSON: Actually, in this 4440,
particularly with Senator Cornyn's intervention, we have
in the Gulf Opportunity Zone, they have waived the first
time home buyer requirenments for our single-famly
progranms. And so that got done, and that is inportant.

MR. BOGANY: All right.

MS. ANDERSON: Mark Viator?

MR. VIATOR Thank you. M nane is Mark
Viator. | am a manager of public and governnent affairs
for BASF Corporation. M conpany has generously put ne on
| oan to serve as the chairman of Hurricane Recovery
Steering Conmmttee.
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And | would like to say -- and forgive ne, | am
going to stand up -- but | would like to say that this
aspect of hone need is very real. | have been living in a
hotel since Septenber 25. And currently, my house has
over $100,000 worth of damage. And we have had many
i ssues related to insurance.

Personal Iy, ny insurance conpany told nme they
were going to give ne $11,500. And they have now paid to
t he point of $104,000. But understand this aspect; it was
not without a fight.

| serve also as a senior pastor of Friendship
Baptist Church. | have many nenbers that are inpacted,
that are going through very difficult times, seeking to
get assistance fromthe insurance conpany. Sone cannot
get adjusters out. Ohers are told that they have limted
damage.

And the approach is, we will not pay on w nd-
driven rain, or we will only pay to replace a portion of
your roof. And they are very distressed. And the people
that are being inpacted the nost are the elderly, single
not hers. The people that do not have the know edge or the
expertise to be able to help thensel ves.

Al so, you are seeing sone rate differences in
how sone i nsurance conpanies are dealing with sone of the
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price increases. As the insurance conpanies deal with
the -- you know, when the hurricane hit, we had | abor
costs and material costs at a certain level. As tinme went
on, and supply and demand hit, that noney increased. O
the level that they would pay for a square of shingles

i ncreased.

And as that took place, sone churches are being
given the third -- I will use the word, the third gyration
if you would, instead of the seventh. So we are having
i ssues With insurance conpanies.

Let me just address quickly, the $1.5 billion
tax credit for all devel opers is not enough for Southeast
Texas. Qur market was saturated with Hurricane Katrina
victinms. The hurricane hit. W have had over 85 percent
of the assessed danage in Texas cones from Orange and
Jefferson Counties. 93 percent of the overall damage is a
si x county region of Orange, Jefferson, Hardin, New on,
Jasper, and Tyl er.

The inmpact is not only -- well, you have heard
about the petrochem cal industry. |In 2000, BASF
Corporation, ny conpany, built a $1 billion expansion. W
said there were going to be 2000 workers needed. W
peaked at 3, 500.

You multiply an average of two O & G projects
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at a billion apiece, plus refinery expansion of another $6
to $7 billion, you multiply that tinmes an average of 2000
wor kers, and that puts the nunber instead of 3,000

wor kers, at about 14. And so we have a great need for
housi ng. When we went to Washington, we knew that --

M5. ANDERSON. Sir, | need to ask you to make
your points and w nd up.

MR VIATOR Yes, ma'am | will nake ny points
and wind up. W would |ike to ask the Steering Conmmttee
to partner with us in hurricane recovery, nunber one.
Nunmber two, we would like to ask you to utilize the $3.5
billion tax credit for the affected areas. And we would
like to ask you also to increase that $2 mllion cap for
devel opers. Thank you.

M5. ANDERSON: Thank you, sir. |ke Akbari?
know | butchered that.

MR AKBARI: |ke Akbari .

M5. ANDERSON:  Akbari .

MR AKBARI: Yes, ma'am

M5. ANDERSON: Thank you, sir.

MR. AKBARI: Well, | probably can answer sone
of his questions about the rehab too, because |I am
affected in this. And | will nention it to you in a few
seconds. My nane is | ke Akbari.

ON THE RECORD REPORTI NG
(512) 450- 0342




52

| am a devel oper fromthe Port Arthur area. M
primary activities are in Port Arthur. | build, and al so

have devel oped and rehabbed over several hundred in that

ar ea.
At this time, | want to present, | amgoing to

tell you, out of alnobst 1,000 units, damaged units, | have

reduced it to approximately 350. | still have 350 units

t hat needs sonme sort of rehab in order to be able to bring
the tenant back. These 350 units actually do not have any
t enant s.

In fact, sonme people ask nme, where are these
people? And really, we don't know where they are. But |
know, we get a lot of calls saying people to cone back to
their sanme unit.

| have been contacted by several conpanies who
want to bring sonme |abor. They need apartnents. They
need to help out restaurants, manufacturing, snal
manuf acturing; places that need additional apartnents to
bring people in.

Therefore, we desperately need to have nunber
one, as, you know, get the insurance conpanies to explain
that. Gve us the noney for us to be able to finish the
rehab. That is one of the biggest problens.

It is not -- and | ampretty sure that every
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apartnent owner in that area has insurance. And | don't
think any of themare w thout insurance. And | think they
can be able to settle their claim And by working with
them they can be able to get those units back as soon as
possible. As |long as insurance conpanies they start
sendi ng the noney, for themto have the noney to be able
to fix it.

There are some -- there are a |ot of units that
are going to be destroyed beyond repair. In fact,
probably the owners did not wsh to do anyt hing,
especially the ones that did not have insurance, or they
wer e under-insured; they do not want to do anyt hing.

They are probably just going to just |eave, and
probably the city or county wll end up to bull doze those
units, and sonebody |ike nyself probably will build
anot her affordable conplex within the sanme vicinity or the
same area

Now, | have, of course, prior to release of the
$3 1/2 million, | have put together an application for
subm ssion. Approximately three applications. One in
Beaunont, one in Orange, one in Vidor. And also | had
pl anned to put one in Port Arthur, but unfortunately a $2
mllion cap did not allowne to do it.

And being fromthat area, know ng the market,
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obvi ously, | am probably one of the people who have a feel
wth this, it definitely is easier for ne to put together
additional units, and to be able to get it. Now, that is
basically, why I amhere. But | personally want to nmake
sure the staff recommendation for allowi ng the $3 1/2
mllion to go to the disaster area to be approved.

And then if the Board were to raise the limts
for devel opers fromthe sane area, or fromthe primary
devel opnent are in the sane |ocation, the sanme area, to be
able to do additional units. And that is what | would
like. | would be glad to answer any questions.

MS. ANDERSON: Questi ons.

MR. SALINAS: Do you want to do rehab?

MR. AKBARI: Yes, sir. | have done 600 units
r ehab.

MR, SALINAS: But this is what you are asking?

MR. AKBARI: No, sir. | amprobably wanting to
buil d some new conpl exes.

MR. SALI NAS: New conpl exes?

MR. AKBARI : Yes.

MR. SALINAS: How nmany can you build with $3.5
mllion?

MR AKBARI: $3 1/2 million would probably be
around 400 to 500 units of affordable housing. 400 to
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500.

MS. ANDERSON:. O her questions?

(No response.)

M5. ANDERSON: No questions? Thank you, sir.

MR. AKBARI : Thank you.

M5. ANDERSON:  Shawn Cubre?

MR OUBRE: CQubre.

M5. ANDERSON:  CQubre.

MR. OUBRE: Thank you. Thank you, Madam Chair,
and Board. | am Shawn Qubre. | amthe Cty Manager for

the Gty of Orange. And thank you for allowing ne to talk
to you. | amalso here with the Representative of O ange
County, Don Fields, who is City Manager to our nei ghbor,
Bridge Cty, Texas.

You have heard a | ot of the devastation to the
area, but | want to tell you, the statistics and the
nunbers that inpacted the City of Orange. The Gty of
Orange has approxi mately 500 busi nesses, and 6, 000
residences. In conpiling these statistics, we used a
residential |oss guideline as prepared by FEMA and found
that 74 percent of our businesses were either totally
destroyed, sustained major damage or m nor damage.

59 percent of our housing stock received either
destroyed damage, mmj or damage or m nor damage. And we
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are in great need currently to replace this housing
market, as well as the comercial market.

Currently, we still have businesses that remain
cl osed. These are restaurants, nom and pop type service
busi nesses that renmain cl osed because housi ng shortages
does not permt the enployees to return to the Orange
community. These not only are closed, but we al so have
limted hours, or limted nenus, if they are in the
restaurant business.

Two storns hit the Orange County area. The
first was Katrina, because we are the first city as you
cross Louisiana state line into Texas. And we had a | ot
of di splaced evacuees, using up our housing at that tine,
addi ng to our shortage that we have now.

For many years, the City of Orange had | ost
enpl oynent. W, like Jefferson County, are seeing a
growh in the enploynment sector. W have approxi mately
2,000 new jobs comng to the area, in the shipbuilding or
the ship fitting industry, and we need housing for that.

We al so have a two year college that is
affiliated wwth the four year degree college, Lamar
University in Beaunont, that we would like to have the
housi ngs of the students who will remain in the area, as
wel |l as contribute and go on to the four year college in
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Beaunont. Therefore, |ike everyone else, | am asking you
all to earmark that noney for the Region 5 area. It is
inmportant to us in our recovery efforts.

And M. Conine, maybe | can answer sonmewhat
fromthe Orange County perspective on the new housing
versus the rehab housing for the apartnent. As far as
Orange, that housing stock is at |least 30 to 40 years ol d.

Sone of it has been rehabbed. And | think it has been
rehabbed to where it can't be rehabbed anynore.

Sonme of the damage to it is over 50 percent,
and our new codes will be enforced on it, as well as
having to raise it above flood plain and issues |ike that.

So | think as far as the new versus the rehab, as far as
the community in Orange to speak to you about, | think we
woul d prefer new housi ng.

We have other tax credit people in the area, as
well as M. Akbari who are ready to go with the projects
and the locations. And we would appreciate your help in
this area also. Thank you. Do you have any questions?

(No response.)

M5. ANDERSON: Thank you, sir. W appreciate
you being here. M. Barry Kahn?

MR KAHN: | wll pass.

M5. ANDERSON: Thank you. GCkay. That is the
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end of the public comment on this agenda item Ms.
Carrington?

M5. CARRINGTON: The item before the Board is
consideration of a policy for the allocation of the $3.5
mllion in housing tax credits that were authorized under
the Gulf Opportunity Zone Act of 2005. It is HR 4440.

And it was signed into | aw by President Bush on Decenber

21, 2005.

Wiile the Act does not explicitly limt the
credit increase -- and this is a credit increase. It was
not going into the regional allocation fornula. It was an

increase in the amount of credits. Wile the federal |aw
does not require it to go specifically to the hurricane-
i npacted areas, the staff of TDHCA is recommendi ng t hat
this $3.5 million in additional credits does go to Region
5, which is the region you have heard so nuch about t oday,
t he Beaunont, Port Arthur, Orange area.

I n Cctober of 2005, the Governor declared 22
Texas counties to be inpacted by Hurricane Rita, and we
are recomendi ng that 21 of those 22 counties actually
receive this additional 3.5 mllion. The one county that
we are excluding out of this 22 is Harris County, and the
reason we are doing that is because out of the 2006
allocation for tax credits, the Harris County region,
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Region 6 of the state, does have a very large allocation
of credits. Were if you |look at the amount of credits
that woul d have been allocated to Region 5, it really is a
much smal | er dol | ar anount .

The use of the funds would be for
rehabilitation, reconstruction or replacenent; new
construction. So rehabilitation of structures that were
damaged by the hurricane, reconstruction or replacenent.

What staff is proposing is that this 3.5
mllion would be on a non-conpetitive basis. And it would
be on a first cone, first serve basis, as we do in our
rural rescue policy that we have had in place for the | ast
couple of years. W actually have sonme applications in
house al r eady.

We are proposing that the deadline for the
subm ttal of these applications would be May 31 of 2005.
The applicants would be required to satisfy nost of the
requi renents of the 2006 QAP. They would al so be required
to have a m ni nrum score of 105.

On January 10 of 2006, the Governor of Texas
did i ssue an executive order, which was RP54. And by the
i ssuing of that executive order it granted authority for
appropriate waivers that we would need to adm nister this
3.5 mllion in the way that we are proposing. Wat we
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woul d be allowed to do through RP54 is the suspension of
the regional allocation formula for this 3.5 mllion, the
suspensi on al so of the uniformcycle requirenment, and
ot her application processing deadli nes.

| f the Board would | ook behind the staff
writeup, we do have a copy of the policy for the
all ocation of these credits. W also want to note and
advertise that on the 19th and 20th of this nonth, that is
on tonorrow and Friday, staff will be in Beaunont on
Thursday with a workshop, and then will be traveling on to
Nacogdoches on Friday with a workshop, advertising and
providing information on applications for applying for
t hese dol | ars.

Wth that, Madam Chair, and Board, we could
certainly look in nore particulars at the policy. O
woul d the Board just like to ask staff questions? One
other thing I mght point out is behind the two pages of
the policy, four pages of the policy, actually is Appendi x
A

And this is information that was provided to us
fromthe State Operations Center, the Governor's Division
of Enmergency Managenent. It lists these 22 counties, 21
counties, and cities within those counties, and provides
damage estimates; destroyed, major damage, m nor damage on
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single-famly, nobile homes, and on apartnents.
MS. ANDERSON: What is the Board's pl easure?
MR. CONINE: | have sone questions.
MS. ANDERSON. Ckay, would you like to --
MR. CONINE: | have got sone probl ens.
MS. ANDERSON:. Would you like to have M.

Bost on near by?

MR. CONINE: Yes. Absolutely. | amall for
expeditious processing. | amall for putting it in the
region. | have issues with not scoring.

And | have issues with first cone, first serve,
because that is not, as the Chairman spoke earlier, not
letting the market determne. That is letting the best
packager win the race. And | have a particular issue with
t hat .

And there is no way for us to get what | asked
the state reps and others who have been before us is sone
| ocal feedback as to the specific need of which project,
you know, on a rehab basis or a new construction basis
m ght be better served. So, you know, | think we ought to
wai ve the one mle rule when it conmes to this 3 1/2
mllion, first through the regular allocation.

| amnot in favor of waiving the $2 nmillion
rul e, because | think there is plenty of devel opers that
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can go down there and build units. So | don't know how
you want to handle -- that is what | get, just off the top
of ny head, before any discussion.

M5. ANDERSON. Well, | think we ought to hear
Ms. Boston's comments back on that. | think there is a
great deal of pain down there, and so a great deal of
urgency to get something done in this board neeting woul d
be nmy preference.

And if that nmeans we need to nake sone
amendnents to the way the staff has structured, with sone
di scussion on that, then we do that, but | would like to
see us reach a concl usion today.

M5. BOSTON. Ckay. Brooke Boston, Director of
Multi-famly Finance. Regarding the not scoring, and not
doing first cone, first serve, | mean, just thinking off
the top of ny head, we do for instance, wth our bond
waiting list, we take apps in a particular day, a nonth,
and then conpare those to each other.

And they kind of are handled in a batch, so to
speak. If only one is in by that date, then obviously,
there is no conpetition. But that would be one
suggestion, although you are still talking about only once
a nonth, which | don't knowis --

M5. ANDERSON: Well, could we set sone
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deadline. Instead of first conme, first serve, that we
gi ve peopl e a reasonabl e amount of tinme. And so we say
that, you know, on March 31, whatever is in the door at
that point --

MR CONINE: Yes. | don't think you are going
to have a whole lot of problemfilling up 500 or 700
applications. You know, you are going to be triple,
quadr upl e subscri bed here.

M5. BOSTON:  Yes.

MR. CONINE: So again, just by picking out of
that triple or quadruple or whatever, ten tines
subscri bed, the first guy that canme in the door makes no
sense to me. W ought to intelligently place these
projects where they are needed the worst.

MR. SALINAS: So you don't think the cap of 2
mllionis --

MR CONINE: | don't think that -- again, |
think they are going to have nore than enough applications
with different devel opers to spread it around.

MR, SALINAS: So that is one way to do that.

MR. BOGANY: So | guess | ama little -- 1
understand the prem se, but ny thought process is that if
| ambuilding and | use Austin for exanple, and |I am doi ng
a project there, and | reach ny $2 mllion allocation, are

ON THE RECORD REPORTI NG
(512) 450- 0342




64

you saying | can't go down to Port Arthur and buil d?

MR, SALINAS: | think you can.

M5. BOSTON:  Yes.

MS. ANDERSON:. Are you tal king about objection
to waiving the cap on the $3.5 mllion block, or are you
saying that if they get a mllion five in this 3.5 mllion
special cycle, that they could only do $500,000 in the
full cycle?

M5. BOSTON: The policy right now as witten
states that you can't exceed the 2 mllion cap between
this type of funding and the cycle.

MR. CONI NE: Between bot h.

M5. BOSTON: So you cunul atively could not
exceed 2 mllion as currently drafted.

MR. BOGANY: Do you have the ability to waive
t hat ?

MS. BOSTON: | think our counsel would need to
advise. The definition for the cap is statutory. And it
refers to application round. And then that definition is
statutory. So | think it would need to tie back to the
executive order.

MR. HAMBY: R ght. Kevin Hanmby, General
Counsel. The executive order as it is witten gives us
the ability to waive certain rules that are state | aw
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That is a particular state law, so the $2 mllion cap
coul d be wai ved.

The process would be that we woul d have to tel
t he Departnent of Honel and Security who all was to approve
all prograns under the executive order. W would have to
tell themthat we were waiving that statute, that
particul ar provision as well.

M5. ANDERSON. But if it is per application
round, is this 3.5 million a separate round al ready?

MR. HAMBY: Let ne grab the statute.

M5. BOSTON: Actually the statute defines
application round. And it refers directly to the ceiling.

And because these credits were added to the ceiling --

M5. ANDERSON:  Ckay.

MR. SALINAS: Ckay. First we need to allocate
the 3.5 to only Region 5 which should be one notion. And
t hen add anot her notion on how you all want to do the cap.

| think that we need --

MS. ANDERSON: To the 21 counties. It is not
exactly Region 5.

MR. SALINAS: To allocate the 3.5 only to
Regi on 5.

MR CONINE: | don't think we have any argunent
about that.
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M5. ANDERSON: Ri ght.

MR. BOGANY: | would have an issue that if | am
building in Austin and | want to go down, and I do a good
job. And I want to go down and participate, that that
woul d affect ne building in Austin, or building in
Houst on, or buil di ng anywhere el se.

| would like -- mnmy thoughts are not to penalize
t hat devel oper from going down there to build where he
may -- just not where he normally builds. And | think you
shoul d encourage everybody to be able to go down there and
put as nuch housing stock on the market as quickly as
possible. And | would have a serious problemwth
penal i zing a devel oper at a $2 mllion cap, because he
wants to go down there and try to get housing stock on the
gr ound.

MR CONINE: In reality, this is only going to
be three projects, maybe four.

MR HAMBY: Yes.

MR CONINE: That is the reality of it, because
we do it in 200 unit blocks, and they gobble up a mllion
dollars worth of credits every time. So that is sonewhere
bet ween three and four projects.

MR BOGANY:  Uh- huh

MR. CONINE: Wiy do you want to give those
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three or four projects to the sane guy building in Austin?

| don't think that nakes any sense. That is where | am
coming from | think there is plenty of guys out there
who can rally up enough | abor and nmaterials to go build
projects in these 21 counties w thout having to soak one
particul ar person.

MR. SALINAS: And the nost inportant thing is
that the noney is going only to Region 5. And | agree
with M. Conine that it is going to take about three or
four projects.

MR CONINE: | don't think demand is a problem
here, folks. \Wlere the problemis, is how do we
expeditiously get these, nake intelligent decisions about
where the 3.5 mllion needs to go, and how do we do that
outside the other cycle that we have going on, so we can
make those decisions before July. 1Isn't that what you
want to do?

M5. BOSTON:  Yes.

MR. CONI NE: Ckay.

MR. HAMBY: They actually need to be nade
before. Because of the way the policy is witten, there
are two separate part fours that could conme in. So people
woul d need to know before the application period, or else
t hey woul d have to take the risk because you have dual
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application --

MR. CONINE: You nean, one or the other.

MR. HAMBY: You have the possibility, because
we were speeding the first group up, the part four.

M5. BOSTON: Well, and the way we structured it
is, if someone wants to apply in this program they can do
so, obviously up through March 1 or after. However, if
they want to al so sinultaneously apply in the 9 percent
conpetitive round, kind of hedge their bets, then they
woul d need to have their conpetitive 9 percent app in by
March 1, and still follow all their requirenents.

Because the scoring structuring here is a
m ni mum score, but we did not assunme that they were going
to keep the sane score, both ways they presented it.
Because if they are conpeting in the 9 percent round, they
may want a nuch higher score, so they can quote beat their
conpetitor.

VWereas in a first come, first serve, they
woul d not need as high of a score. So to enable that to
occur, we had structured it currently to say you can
conpete in both, as long as the 9 percent is in by March
1. And you can turn in separate volunme fours, which is
your scoring selection itens. And then we will evaluate
you under both scenari os.
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MR. CONI NE: But now you are saying we are
going to |l essen the product, because your score doesn't
have to be as high to pick up a couple of nonths on a
project that takes 18 to 24?

MR HAMBY: Yes.

MR. CONINE: Well, | don't understand that
| ogi c.

MR. SALINAS: To go 24, 18 nonths.

MR. CONINE: Sure. Absolutely. Especially
when they have got | abor problens and material problens.

MR. SALINAS: Yes. And it will cost you a
little bit nore.

MR. BOGANY: | have a question for Ms. Boston.

VWhat is the problemw th first cone, first serve? Wy
did you -- | guess | hear M. Conine's thought process.
But why did you guys pick first conme, first serve and what
was t he reason behind that, versus on a conpetitive
situation?

M5. BOSTON: Essentially, we just really were
trying to make sure this got done quickly. As you heard
sonme of the gentlenmen speak earlier, they were hoping to
have some of this work done in the fall.

The only way to get stuff done in the fall,
first of all, for it to be rehab, because | don't think
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you can get new construction done by the fall. But even
the rehab, you know, we would be having a proof of credits
in record tine.

And so our hope was that people would just turn
in an app' we would ook at it. If it met the threshold,
and it met the m nimum scoring requirenent and the other
itens in this policy, that we feel we have a strong enough
threshold standard in this program and in the QAP, that
still gives us a good product.

And to reach a score of 105, they are still
going to have to do some anenities, because they are
probably not going to go for quantifiable community
participation. They are probably not going to be going
for all the leveraging points. So | think they will still
get sonme significant anmenities and features. So we
t hought that that was sufficient to try and get it out
f ast.

| can appreciate especially -- | ran a report
this nmorning fromour preapplications that cane in | ast
week. And we have 27 preapplications that are submtted
in these 21 counties.

So | can't categorically say that they all
woul d be eligible under this policy. But if they were,
they are requesting $19 mllion. So first cone, first
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serve, if you figure all 27 of these turn into apps on the
exact sane day, first conme, first serve truly nay cone
down to the mnute that it cones in

MR CONINE: To ne, that is as bad as the ping
pong ball that | gripe about over on the bond side.

M5. CARRINGTON: One other thing I mght add is
that in the first conme, first serve, | mean, we do have a
nodel out there with our rural rescue policy. So we have
been doing that for a couple of years, w th unique
situations and transactions that are in rural areas. So
we had sonething that had worked for us to address a
particul ar kind of situation.

And | think that what we know is that we have a
very unique different kind of situation with the needs --
and as Brooke said, we thought that was the nost
expedi tious way to address those needs.

MR. CONINE: Again, | think that a rural rescue
policy when you are tal king about default is totally
di fferent than when you are tal ki ng about disaster.

M5. ANDERSON: Could I be so bold as to ask for
a notion, and then we can anend the notion, if we want to
amend the notion?

MR. BOGANY: | nove that we accept staff's
recomendati on.
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M5. ANDERSON: Do | hear a second?

MR SALI NAS: Second.

M5. ANDERSON: Ckay. Now, further discussion.

Amendnments to the main notion?

MR CONINE: | amnot sure how | want to anend
it yet. | wanted sonme nore dialogue with Brooke to try to
get to some point where we could acconplish what you guys
want to acconplish. And hopefully, | could get sone
confort in knowing that we are not doing a first cone,
first serve, because that really bugs ne.

And | want -- | would like to see a scoring
criteria. Again, we are talking about four or five or six
projects ultimately being the winner here. | knowit is
going to create a burden upon staff to rush through a
bl ock of these things and get them out the door in May or
what ever .

M5. BOSTON: Especially if that deadline ends
up, | think -- to the extent that we can encourage nore
submi ssi ons before March 1, that would be ideal

MR. CONINE: Well, that is what -- | think the
May 1 date is way too long to wait for applications,
nunber one. You are al ready oversubscribed probably. So
why don't we -- why don't you suggest a date that m ght be
earlier than that, that you still would feel confortable
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in, that would be an adequate cutoff date.

MR HAMBY: Tonorrow?

M5. ANDERSON: That is what we are trying to
avoi d.

MR. SALINAS: W already have 19 applications.

MR. CONINE: What is this, January. February
28? How is that. March 1?

M5. BOSTON: Well, we will be getting in about
150 --

MR CONINE: WMarch 5th. The Ides of March? Do
you want to do the Ides of March? This packaging is not
sonething sinple, you know, it is a conplicated process.

M5. BOSTON: It is. They are still having to
nmeet all of the requirenments. So for people who nay just
be showi ng up at the workshops tonorrow, especially if we
are looking at trying to get participants who aren't
necessarily the guys building in Austin, then I would
think that people wll need sone tine.

We have tried to -- like | ooking at the
notification requirenents. W have tried to nake that a
little | oose. Not |ooser, but we have tried to make it
where they can turn that in all the way up through the day
they submt.

W have tried to find some of the areas that
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were a challenge tine-wise, and allowa little bit of
flexibility to the extent that we felt we could. February
15?

MR. HAMBY: M. Conine, one of the things you
are thinking, when you think of it as three to four
proj ects.

MR. CONI NE: Yes.

MR. HAMBY: |f 27 people submt, that is 27
projects the staff has to go through and do all the
scoring on

MR. CONINE: Wiich is part of the reason they
wanted first come, first serve

MR. HAMBY: Right. For timng reasons.

MR. CONINE: Right. But again, that doesn't
intelligently place those projects. Gkay? And that is
where | am having difficulty. | don't want this Board to
be criticized after the fact by just taking the first guy
in the door, when it is out and |ocated somewhere that it
makes no sense.

And | think we need sonme intellectual review or
conversati on about where we are placing these things, with
local input. | don't know how we get it in a time frame
t hat makes everybody happy. But --

M5. ANDERSON: | think we have had a | ot of
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local input. But |I have a suggestion. | amgoing to
suggest that we vote.

And | have got -- | made a personal commtnent
to be at a neeting with sone of these senators and the
Li eut enant Governor to discuss this. And | am al ready 20
mnutes late. So | ambeing a little selfish here.

But | am going to suggest that we vote on the
nmotion that is on the floor, with the anmendnent that we
are not voting on the full -- | amgoing to anend that
notion to say we are not voting on the full staff
recomrendati on.

We are voting on the allocation of 3.5 mllion
in housing tax credits to 21 counties. That is the extent
of this notion right now

And that we then perhaps let staff go have an
hour or so to think this through, and that we cone back to

this agenda itemat 1:30 or thereabouts. So | meke that

not i on.

MR. BOGANY: Second.

MS5. ANDERSON. Ckay. Any di scussion on the
anmendnent ? Everybody understand the amendnent? Al in
favor -- actually, it is not an anendnent. Yes. | guess

it is. Anmendnment, please say aye.

(A chorus of ayes.)
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M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries. So what we
have said is 3.5 mllion into those 21 counties. And |
appreciate the Board's indul gence so that | can go deliver
that good news. And M. Dally and | can keep our
commitnment. And you are in charge. Have at it.

MR. CONINE: That is nmjor.

MR. BOGANY: M. Conine in charge, | still have

questi ons.
MR. BOGANY: You probably have nore than one.
MR. BOGANY: And Brooke, it is kind of -- you
know, | still believe that if I amone of the devel opers
that gets one of these four or five projects, | don't want

to be penalized for other projects. What is the staff
t hought on that process, or waiving it, too.

Are you okay with keeping the cap at two? O
do you think that it should probably be waived? O naybe
we are -- sone people may be excluded who really could get
this property done and get it finished, who m ght be
willing to not even be involved init.

M5. CARRINGTON: Staff's recomendation was to
adhere to the 2 mllion cap.

MR. BOGANY: It is to stay with the 2 mllion
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cap?

M5. CARRI NGTON:  Yes.

MR, HAMBY: Well, it is public policy in the
State of Texas, and so waiving it is an extraordi nary
relief under the executive order.

MR. BOGANY: Ckay.

MR. HAMBY: And so it was passed by the
Legi slature. So fromthat standpoint, it is public policy
of the State of Texas that it be limted to 2 mllion.

MR. BOGANY: To keep it at two, regardl ess of
t he disaster.

M5. CARRI NGTON:  Correct.

MR HAMBY: It is 2 mllion per application
cycle. So that is what the Legislature for whatever
reason deenmed was a good nmaxi num cap.

MR. BOGANY: Ckay. So if | understand this
right, staff recommendation is to keep the 2 mllion. So
if I went down and participated in Port Arthur, that would
apply toward ny cap sonmewhere else in the State?

M5. CARRINGTON:  If you were applying in the
2006 regul ar round. Yes, sir.

MR. BOGANY: Ckay.

MR. CONINE: You can still get two deals.

MR. BOGANY: Ckay.
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MR CONINE: One will be down there, and one of
themw || be somewhere el se.

MR. BOGANY: Ckay. That is what | wanted to
know.

M5. BOSTON: And Kent, if | could address one
of the comments you made. You had said that you wanted to
make sure the one mle rule was waived. And it only
applies in those four nmajor netro counti es.

MR. CONI NE: Ckay.

M5. BOSTON: So it doesn't apply here anyway.

MR. CONI NE: Ckay.

M5. BOSTON: So | just wanted to be sure you
knew t hat .

MR. CONINE: Well, and is there another
provision that is timng-oriented? | wanted to be able to

jamas nuch in there as we can w thout, again,
intelligently, w thout having sonme rule buried in the QAP
or el sewhere that may preclude that. So as |ong as you
have thought that through

M5. BOSTON: There is also a statutory
requi renent regarding two tinmes the state average of
credits per capita. And so all that would be required in
t hat case would be a local resolution, which I would think
inthis instance would be quite easy to get.
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MR. CONINE: Right.

M5. BOSTON: So | would think that that would
be a statutory itemwe could obviously still adhere to and
it wouldn't pose a problem

MR. BOGANY: Brooke, | have a quick question in
regards to, is there anything that will slow this process
down, that we have not tal ked about, that we can nove this
fairly quickly. |Is there anything that you know?

You know the regs. You know what is going on.

| s there sonething we can condense to get this product on
the ground and to help get this process goi ng?

M5. BOSTON: A coupl e of exanples, thinking
fromthe applicant side. |If they were to want to try to
get applications in before March 1, would be market study,
environnmental site assessnent, appraisals. W allow those
to cone in 30 days late, or 30 days after March 1 on the 9
percent round. And we would still be able to do that.

Qur hope though is to get them processed so
fast, that we may need those reports before we could do
that. So you know, there is a chance that it may get
sl owed up.

That while we have done nobst of the review, we
can't finalize the review until those third party reports
conme in. And they can't get those third party reports
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done, because there is a huge demand for themat this tine
of year. | don't know that there is anything the Agency
could do to access that other than to potentially

consi der --

MR. BOGANY: Why do we need a market report?
W al ready know there is a need. So why can't we just
elimnate the market report? | amjust asking.

M5. BOSTON: Actually, there is a Section 42
requi renent that you have to have a market analysis on
every application. Although | think, and Tom may know
this answer. | don't knowthat it is required that it be
submtted at the tine of application.

| think it is just that if we get an award, we
would need it. So we could potentially |ook at having
that submtted after a commtnent is made.

MR. BOGANY: Yes, because we know there is a
need. So we know the narket report is al nost nundane at
this point intime. So why use that as a requirenent to
sl ow t hi ngs down, or just help the devel oper to nove
t hrough t he process.

MR. CONINE: The only thing I could think of is
that there is going to be sone parts of these 21 counties
that you wouldn't want to put 200 apartnent units. |
mean, that is a fact. Qut in the mddle of nowhere. You
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don't want to do that.

So that is why | want at |east sone third party
to take a look at it and say, it is where the peopl e want
tolive. It is close to where they are going to build the
new refinery. You know, boom

M5. BOSTON: Yes. And | just wanted to
enphasi ze as well, the way the policy is currently drafted
is that the new construction is purely limted to the
total figure as put in Appendix A of your policy of the
destroyed and maj or danaged apartnent units. And there
are only four conmmunities that have nore than maybe 30.
And so, to even get the econom es of scale, O ange of
course, is one.

And then the way this report is broken down is
actually into conmmunities. So Jefferson has 285, would be
t he nost new construction units we could do. That is --
then there is al so separated out, it says Jefferson-Port
Arthur --

MR. CONINE: What |ist are you | ooking at
again? | amsorry.

M5. CARRI NGTON:  Appendi x A which is at the
back of the policy.

MR. CONI NE: Those are damages.

M5. BOSTON: It is a conbination of destroyed
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and maj or danage to apartnent units. And in Jefferson-
Port Arthur, because it splits it out, there are 3,200
units. But | just want to enphasize, soneone coul dn't
cone in and do 200 units of new construction for instance
in Montgonery County.

MR. CONI NE: Cherokee. It doesn't have any.

M5. BOSTON: Correct. There is only about ten
who have any. And then a few of those have as few as
three or four or twelve, which is even bel ow our m ni nmum
unit requirenent.

MR. CONINE: You are making my case for no
first cone, first serve. You are nmaking ny case. Because
i f sonebody cane in for 200 units in Cherokee County, you
m ght scratch your head a little bit.

M5. BOSTON: Well, they would be ineligible.

MR. HAMBY: They can't do it.

M5. CARRI NGTON: They woul dn't be eligible.

MR. CONI NE: Wy not?

M5. BOSTON: Because we say in the policy that
the only way you could do new construction is if it does
not exceed these nunbers. That is actually in the policy.

MR. CONI NE: Really.

M5. BOSTON: So they woul d be considered
ineligible as currently drafted.
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MR CONINE: It's been a while since | read it.
That then conflicts with what these guys were standing up
there telling us that they got -- that in addition to
damaged units, they al so have new industry comng in
because of the damage, so they need new units above where
they are going to put these new industries. So there is
another intellectual factor that needs to be factored in,
that cannot, | guess, fit into the current existing policy
if that is something we want to do

M5. BOSTON: Correct. And as we crafted it, we
were putting the primary enphasis on rehabilitation and
reconstruction of units. And we felt |ike that policy
said this, but looking at it this norning, we wanted to
try and enphasize that it is units damaged by Hurricane
Rita. It is not just any rehabilitation.

MR. CONI NE: What about the list that staff
produces in June that has to be out there for 30 days
until we approve it in July. W don't have to worry about
that here in this case? And why not?

MR. HAMBY: That is a statutory requirenent as
wel | and the waiver would be inclusive of that. That
altered the tine lines. W have very set tine lines in
our statute.

And one of the reasons that this programcould
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not proceed until the Governor had issued his executive
order was that those waivers have to be granted through
his disaster relief powers. And that has happened wth
the caveat again, that it goes through the Departnent of
Honel and Security.

MR. BOGANY: Kevin, when you guys cone back at
1: 30, could you -- or whatever Beth said, could you give
us a list of what your suggestion on waivers or nanage you
had an opportunity to at |east think about sone other
things that mght be able to nove this -- | guess ny goa
is to get this product on the ground and with as |ess red
t ape as possi bl e.

But also keep in mnd that we want it done
right, and we don't want anything to cone back and be
criticized later on, onit. 1Is it possible torelate to
t he Board what your recomendation are, that you may not
have already said, that can make this work? Am | asking
for too nuch?

M5. CARRINGTON: | would say to the Board that
you all need to tell us what you want us to | ook at.
Staff has | ooked at this very carefully, and very
t horoughly. And these are our recomendations. | nean,
what you see in the policy is our recommendati ons.

MR. BOGANY: Ckay.
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M5. CARRI NGTON: So what you need to do, is if
you have got problens with our recommendations, then you
all need to tell us that, so that we then know what to
| ook for, or look at in alternatives.

MR. BOGANY: Well, | don't think the only
problemthat | have heard really conme out is M. Conine
about first cone, first serve. And you are saying hey, we
are using it already in rural rescue and it works fine.
So we are not recreating the wheel. So it should work
her e.

M5. BOSTON: Well, when we crafted the policy,
yes, that was our thinking. And | think that in terns of
trying to get it on the ground quickly, there is merit to
first cone, first serve.

| can al so appreciate the conments that we
either don't want to arbitrarily just say that the best
packager is the person who should get it first, or that we
don't want -- if the first six apps are all we have in
Beaunont, and nothing in Port Arthur, is everyone okay
with that? | nmean, that is another factor that you woul d
| ook at in this.

MR. BOGANY: Ckay.

MR. CONINE: | think that there has to be sone
di spersion | anguage in this approval process. | amstil
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not convinced that we need to speed up the process.

| amconfortable with putting an extra 3 1/2
mllion on the ground in 21 counties by the end of July
versus June or May or whatever you are tal king about.
don't have any gas about that, personally, because it is
going to take 18 nonths to build these places anyway.

And why not take the extra time to include this
31/2 mllion into the normal process where you get the
normal scrutiny? And if you are going to waive sonething,
you can. If it is the will of the Board to do it quicker
than that, you know, then we --

You know, we won't even have the same Executive
Di rector maki ng the decision, which bothers ne sone, based
on the way this policy is witten. So | have a --
obvi ously, no one called ne ahead of tinme. | am]just
saying off the top of ny head what | think.

But | have sone serious questions about why we
need to jamthis thing out the door in a hurry, and not
intelligently place it. The policy staff put forward does
not intelligently place these projects where they need to
be, and that is ny major problem |If you all can fix that
within the tine frame that everybody is confortable with
then I am okay.

And you better get sonme |ocal input where those
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projects are going because | don't want to be criticized a
year from now for having stuck five projects out in the
boondocks where they don't bel ong.

M5. CARRINGTON: M. Conine, | nust say that
Bill Dally and several staff traveled to Beaunont in early
Decenber at a neeting that was required by HUD. And
representatives fromthose cities, along with Senator
Tommy Wl lianms and others were there. And the whole
pur pose of that neeting was to take input fromthe cities
on what they believe their needs and concerns were.

There was al so a hearing that was call ed by
Senator Ogden. Senate Finance had a hearing at the end of
Novenber. Staff has attended and participated in both of
t hose.

And | guess as we look to intelligently
allocate these credits, | would guess | would lIike to ask
the question. On Appendix A and as we have said, the
maxi mum anmount of credits that could go into these areas
woul d be basically Iimted by the anobunt of nulti-famly
housi ng that was either destroyed or sustained major
damage.

MR. BOGANY: So we are not adding new. W are
just replacing what was al ready there?

MS. CARRINGTON:. W are saying, reconstruction,
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repl acenent, and rehabilitation.

MR. BOGANY: That is already there.

M5. CARRINGTON: Yes, sir. The new
construction would be the replacenent housi ng, because it
was totally destroyed. And what Appendi x A does show you
is that there are maxi nuns, as Ms. Boston has al ready
said. | mean, these areas, according to the Governor's
O fice of Energency Managenent, their estimates on what
was m nor damage, what was maj or damage, and what was
destroyed. And so you basically have caps.

MR. BOGANY: On where you can put this noney.
CARRI NGTON:  On where you can put it.

BOGANY:  Ckay.

5 3

CARRI NGTON:  On nunber of units that you
can --

MR. CONI NE: Maybe we give the county
commi ssioners a |list of applications and say, based on
what you see, rank them and get back to us. For this
speci al allocation.

MR. BOGANY: By the conm ssioners?

MR CONINE: | ama local control kind of guy.

| don't want to sit here at the state board and dictate

what goes down there. | want the input.

And if they have got 500 units of m nor damaged
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apartnents that are very well |ocated, and the insurance
conpany is gone, and there is no way that they can rehab
those units, but the city fathers or the county fathers,

the county comm ssioners think that that ought to be the
nunber one project in that county, then | would like to

know t hat before we make the decision. And I know that |
may be acting crazy here, but --

MR. SALINAS: No. | think -- you are right. |
think the county conm ssioners, and I was one for twelve
years. And | think they shoul d.

MR. CONI NE: You know, everything that we have
heard so far has been just, give us the 3 1/2 mllion.
Well, we are past that point. Now we are down to picking
whi ch deal gets it.

MR BOGANY: But if | understand what Ms.
Carrington just said, all we are doing is going back and
just constructing that was already on the ground or
rehabilitating what is all on the ground.

MR. CONINE: That is the reconmendati on.

MR. BOGANY: That is the recommendati on.

MR. SALINAS: But they want to do sonme new
units.

MR. BOGANY: Well, but it won't happen with
this nmoney. It will happen with the noney comng froma
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regul ar cycle. Am1l correct?

M5. BOSTON:  Unl ess we change the policy, yes.

MR. BOGANY: Unl ess we change the policy.

MR, SALINAS. Well, the nore noney we put into
the area, the better for the area there. And I think that
allocating the 3.5 in there, the county comm ssioners
deci de where it goes, it is a good idea. Because there
are the elected officials that is closer to the comunity.

| nmean, they talk to them every day.

MR. CONINE: And this is disaster. This isn't
nmeeti ng normal demands. And that is why | am suggesting
maybe an extraordinary step here because it is disaster.

If we were just tal king ordinary demand, based
on normal circunstances, then we have all the checks and
bal ances in place that we normally need to do that. But
in a disaster, it is totally different.

And certainly, fromAustin, Texas it is hard to
tell which project needs to go where. And that is why |
am suggesting that we m ght have an additional |evel of
| ocal input, whatever that m ght be.

MR. SALINAS: Was that the county judge? He
was here today.

MR. CONINE: Well, since we are doing it on a
county basis, 21 counties -- that to nme is probably where
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t he rubber neets the road as far as working with the | ocal
cities and so forth.

MR. BOGANY: Can | ask you, M. Chair --

MR CONI NE: Sure.

MR. BOGANY: |Is anybody here from Port Arthur,
Beaunont, still in the roon?

MR. CONI NE: Representati ve.

MR BOGANY: Is it out of order to ask the
Representative on this debate on what is nost inportant
for his constituents out there, that you are hearing
calls, and getting calls fronf

MR. DESHOTEL: Well, just follow ng the debate,
| am ki nd of seeing sone inconsistencies in what you are
saying. |If you are saying that the 3.5 mllion can only
be used to replace units that were damaged, and then on
t he other hand, you want to take and say that it is in the
sanme cycl e.

So that a devel oper, once he gets a $2
mllion -- if he gets the 2 mllion out of 3.5, heis
disqualified out of the 37 mllion. And at the sane tine,
you are saying those are for two different purposes, that
| amhaving a little trouble reconciling that issue.

MR. BOGANY: This is what M. Conine and |
guess, as a board, what we are saying, is that the 3.5
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mllion would go dowmm. And the only thing that it is
going to replace is those that were conpletely destroyed
or rehabilitated.

Then when we have our regular cycle, those
peopl e or devel opers who wanted to work down in Port
Arthur or Beaunont will be able to cone in and do that.
That is going to be sonething totally different.

MR. DESHOTEL: Right.

MR. BOGANY: Wiere we hit the stick in the nud
is, getting this noney to you guys as quick. M. Conine
is saying he wants nore input fromyour area on what to
do. What staff is saying, their recommendation is truly
just to replace or fix what was destroyed. And he wants
nmore input fromthe area.

My thought process is that | think | heard from
the Representatives here, and ny thought process is to get
t he noney back on the street as soon as possible. | do
agree with him now | am hearing his thought process, that
we don't want to just throw it out there.

W want to have a plan. But if all we are
doing is replacing what is already there.

MR, DESHOTEL: Well, | think the argunment is a
little academ c in the sense that that 3.5 mllion is not
enough to replace what is gone.
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MR. CONINE: Right.
MR, DESHOTEL: So | nean, it is just semantic.
It is how you want to phrase it.

MR. CONINE: But it is in certain counties. |If
you were | ooking at this list.

MR, DESHOTEL: Yes. But in a 21-county area,
that is not nearly enough noney to replace what was
destroyed. Not even in Jefferson County.

MR. CONINE: No. But again, if you were in
Cher okee County, using ny previous exanple, if soneone had
a project and they wanted to build 100 units in Cherokee
County, under the current staff recomended proposal, they
woul dn't be able to do it under the $3 1/2 nillion pot.

MR, DESHOTEL: No, they would not.

MR. CONI NE: Because there wasn't 100 units in
Cher okee County.

MR DESHOTEL: That is correct.

MR. CONINE: But if you do a first cone, first
serve, and you have got a packager out there that has a
little piece of raw | and in Cherokee County, we would have
opened the door for that. | think that is a mstake. So
we are trying to fix that. Again, what | think that M.
Bogany was trying to ask, if you have got -- in your
district, if you have four projects that have sent
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applications in, each one of themis a mllion dollars
apiece. And we are only going to put one of those
projects in there, how would you go about letting us know
whi ch of those four you would |ike best, or the community
woul d i ke best. What is the best nethodology for us to
do that?

MR. DESHOTEL: Well, you know, if you are
| ooking at the raw nunbers, | guess you woul d check the
different cities in Jefferson County. And if Jefferson
County is only going to get one project, it would be the
city that had the nost |oss, | would suppose, if you are
doing it that way.

MR. CONI NE:  Uh- huh.

MR. DESHOTEL: You know, you have several
cities wwthin Jefferson County. They all have a nunerical
net | oss of housing. And maybe if they are only going to
get one project in Jefferson County, it would go to the
city that had the | oss.

MR CONINE: If we sent you a letter with those
four, here is four projects, tell us which one you like
best. Wuld you respond to that?

MR. DESHOTEL: | would respond to it. But it
woul d not be based on ny personal -- you know, | would
talk to the mayors and the conmmunity, and see what they
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felt was the greatest need. But when you | ook at such a
limted geographical area, | don't know how you can
determ ne whether it should go in Nederland or Port
Neches, when they are just across the street |ight.

MR. CONINE: That is our problem

MR, DESHOTEL: Yes.

MR. CONINE: And see, | don't want to be
criticized for making that decision, but we are charged
wi th making that decision. And | need help in making that
decision fromyou and the other |ocal officials.

MR. DESHOTEL: Well, | think the process that
we were | ooking at, if the nonies that you have taken the
step to allocate the noney, as | amfollowing it, to the
21 county area --

MR. CONINE: Yes. Right.

MR, DESHOTEL: Then | guess you just have to
| ook at the applications for that noney, and see where the
greatest need is. Sone of these people have 6,000 unit
| ost versus zero lost to hel p you determ ne whose
application has the greatest need. | don't know any ot her
way of doing that.

MR. SALINAS: So what M. Conine was sayi ng,
well, let's just go to July, and just do it right,
according to the need. R ght?
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MR CONINE: | would like, | guess, staff to --
to talk to staff alittle bit nore about that. And maybe
we wll do that at the break. Again, | could go either
way. | just feel like there is nore protections in the
systemthe way it is set up, to run it through the nornal
process, and have themissued by July.

If we want to advance that process sone 30, 45
to 60 days, just to get guys going and started, | am open
to that. But | want to nake sure those sane sort of
protections are in place.

MR. DESHOTEL: Well, our proposal as we have
spoken, the other legislators here, | don't think it is as
broad as the 21 county area that you all -- we tal ked
about a smaller area. Primarily, the Jefferson and O ange
County area, and Hardin County, where there is a
concentration of |oss.

But you know, the Board chose to go to a much
broader area, which makes it nore difficult, | think, on
the Board, to see where the need is. But froma |oss
standpoint, in pure lost units, it is very clear that it
is in Jefferson, Orange and Hardin County.

MR. CONINE: R ght.

MR. DESHOTEL: It would be nmuch easier for you
all to nake a decision if you had --
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MR. SALI NAS: Maybe we need to amend the notion
to dedicate the those people in those three areas.

MR. DESHOTEL: Yes.

MR. SALINAS: And not only to Region 5, though,
in those three areas, which nost heavily had nore | osses.

| s that what you are sayi ng?

MR. DESHOTEL: Well, | think it would sinplify
your job if you concentrate on the front end to put the
noney where the greatest need is. And that would nmean an
amendnent of your notion.

And if you can indulge nme one nore tine on that
issue, if you are going to treat this noney as for
repl acenent units only -- which is what | think we are
| eaning toward -- and you go to a three county area,
don't think you should punish a devel oper who cones in to
replace those units and keep himout of the regular cycle
of funding. | think they are two different types of noney
for two different purposes.

MR. CONINE: Ckay. Thank you. Wy don't we
get a notion to table this until we cone back after |unch?

| know we need -- we are going to take a |unch break.

And then we are going to do -- | think what is
going to happen is, we are going to do a lunch break now.

Executive session for the Board at 1:00. Do we know

ON THE RECORD REPORTI NG
(512) 450- 0342




98

where, yet?

M5. CARRINGTON: We will.

MR. CONINE: And then we will probably open the
board neeting back -- the public neeting back up at about
1: 30.

MR. SALINAS: | nove for --

MR. BOGANY: Before we do that, | wanted to
hear M. Hanby.

MR. HAMBY: \Wenever we tal k about the term
replacenent, just so you all can mull this through | unch,
it is not replacenent of the actual units that were
destroyed. It is a cap of the nunber of units that could
be replaced into that entire area.

MR. CONINE: It is not increasing inventory.

MR. HAMBY: It is not increasing inventory.
That is correct. That is why -- that is the protection
you have in the smaller counties, and why in reality, if
you are tal king about new construction, those four
counties are the ones that you are really tal king about,
or those four regions.

The four areas are the ones you are really
tal ki ng about because it is not replacenent in the sense
that you are going to, |ike the HOVE program where you are
going to go out and replace it on the pad that is sitting
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t here.

MR. BOGANY: Could | ask a quick question? M.
Hanby, maybe you could answer it. So when we conme up for
our allocation process on the regular cycle, is it
possible, is it legally possible for us to increase the
all ocation for that region over -- because of this special
situation?

MR. HAMBY: And this is one of the questions
that we are going to answer, probably when we start
tal king about this at lunch. The issue about putting this
regular into the regular cycle, is it may change the
character of the energency disaster declaration that the
Governor has.

MR. BOGANY: Ckay.

MR. HAMBY: And wi thout those waivers of some
specific statutory |anguage, all of this 3.5 would go into
t he pool .

MR. BOGANY: Ckay.

MR. HAMBY: There is no way to bunp up because
of the allocation rules, the allocation requirenents that
we have in the statute.

MR. BOGANY: So it would be inportant that we
possi bly may nove the time frames up, to get this noney,
and get this out of the way. That was staff's thought
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process?

MR. HAMBY: It certainly goes nore in hand with
t he di saster declaration and the fact that the CGovernor
was addressing an energency.

MR. BOGANY: Ckay.

MR. HAMBY: We woul d probably have to have
conversations with the Governor's staff as to whether or
not they would consider this to be still an energency
status, if we put it in the regular cycle.

MR. BOGANY: And one | ast question. Wen we go
to the regular cycle, is it possible to raise how nuch
nmoney goes to Region 5 than what we would normally woul d
do? |Is that legally --

M5. BOSTON: You are required to adhere to the
regional allocation formula statutorily, at |east for the
9 percent round. You have the authority to give forwards,
al though I would just caveat that to say, those forwards
are still backed out the follow ng year. So you would be
depleting it fromthemthe next year.

And Region 5 for this year, even based on 43
mllion, is only getting roughly 1.5 mllion. And so if
you apply that next year, although I would think that the
need woul d change in our new formula, you know, you are
not tal king about a whole ot to even give fromthe next
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year.
MR. BOGANY: So how do we neet the demand that
they are saying that they need, above this issue here that

we have on the floor now?

M5. BOSTON: | think that is an excellent
guesti on.

MR CONINE: It is the $64 question.

MR, SALINAS. | nove that we go ahead and --

MR. BOGANY: All right, I will see you all at
1: 00. | guess after lunch you have it.

MR. SALINAS: | nove that we go ahead and table
t hat i ssue.

MR CONINE: There is a notion on the floor to
table the issue until after lunch. |[Is there a second?

MR BOGANY: Second.

MR. CONI NE: Any ot her discussion?

(No response.)

MR. CONI NE: Seeing none, all those in favor,

say aye.
(A chorus of ayes.)
MR. CONINE: All opposed?
(No response.)
MR. CONINE: The notion carries. W have
recessed.

ON THE RECORD REPORTI NG
(512) 450- 0342




102

MR. HAMBY: Actually, since we are going to go
into executive session --

MR. CONINE: W have got to read that little
t hi ng?

MR. HAMBY: You have to read that little
package that says we are going into executive session.

MR. CONINE: Do we know where it is?

M5. WOODS: Yes, we do.

MR. CONINE: GCkay. On this day, January 18,
t he Governi ng Board of the Texas Departnment of Housing and
Community Affairs held in Austin, Texas, the Board
adjourned in a closed executive session as evidenced by
the following: the Board will be in its executive session
t oday, January 18, 2006 at 1:00 p.m

The Board nmay go into executive session on any
agenda itemif appropriate and authorized by the Qpen
Meetings Act, Texas Governnent Code Chapter 551. The
Board nay go into executive session pursuant to the Texas
Gover nment Code 551.074 for the purposes of discussing
personnel matters, including to deliberate the
appoi ntment, enploynment, eval uation, or reassignnment of
duties, discipline, or dismssal of a public officer or
enpl oyee, or to hear a conplaint or charge agai nst an
of ficer or an enpl oyee of TDHCA
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Consultation with an attorney pursuant to
551. 071 Texas Government Code, with respect to pending
litigation styled: Hyperion et al. versus TDHCA, filed in
state court. Nunber two, with respect tp pending
l[itigation styled T.P. Seniors Il Limted versus TDHCA,
filed in state court.

Three, with respect to pending litigation
styled Gary Traylor et al., versus TDHCA, filed in Travis
County District Court. Number four, with respect to
pending litigation styled, Ballard vs TDHCA and the State
of Texas, filed pro se in federal court, and five, with
respect to any other pending litigation filed since the
| ast board neeti ng.

(O f the record.)

MR. CONINE: The Board has conpleted its
executive session of the Texas Departnent of Housing and
Community Affairs on January 18, 2006 at 1:38 p.m |
hereby certify that this agenda of an executive session of
t he Governing Board of the Texas Departnent of Housing and
Community Affairs was properly authorized pursuant to
551. 103 of the Texas Governnent Code.

The agenda was posted at the Secretary of
State's office seven days prior to the neeting, pursuant
to 551.044 of the Texas Governnent Code. And that al
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menbers of the Board were present, with the exception of
Ms. Anderson

MS. CARRINGTON: And M. Conzal ez.

MR. CONINE: Oh, yes. He wasn't there either.
M. Gonzal ez wasn't there, either. And that this was a
true and correct record of the proceedi ngs, pursuant to
the Texas Open Meetings Act, Chapter 551, Texas Governnent
Code. Ms. Anderson, you can have it again.

M5. ANDERSON: Thank you. Thank you, M.
Chairman. | appreciate your able | eadership. W are
still on agenda item2(c). | see you haven't been able to
make nmuch progress in ny absence.

MR. CONINE: W needed you to conme break the
logjam Can | get this back. Are you ready, Brooke?

M5. BOSTON:  Sure.

MR. CONINE: Brooke is ready to have a staff

response to a few questions that we had before and after

you left.

M5. ANDERSON: Ckay.

M5. BOSTON: Well, the task was to cone up with
sonething else, in a nutshell. So we have cone up with a

couple of different alternatives and then sone additional
itens that we think would apply, pretty nuch regardl ess of
whi ch alternative we go wth.
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MR. CONI NE: Ckay.

M5. BOSTON: So | wll throw out the
alternatives first. First, and these were primarily to
address the key issue that M. Conine stated related to
first cone, first serve and scoring issues.

The first potential solution would be as a
separate policy, not part of the 9 percent process, have
vol une one and four, which is for our basic eligibility
and scoring type set of docunentation conme in by February
17. Staff would go ahead and start a review. W would
have the rest of the application come in by March 3, which
is a couple of days after the March 1 deadline, for the
ot her round.

And then we woul d have the third party reports
conme in by March 31. Wth these, we would do a ful
review only on the ones that had passed. W would do a
brief eligibility, and then we would check for scores.
And so we woul d be able tell fairly quickly where the
scores were.

And we would only do a full threshold and a

full underwiting on the ones that were the nost

conpetitive. It would be just wwthin all the 21 counties
jointly. It wouldn't be separated out. And then, we
woul d al so, though -- to try and shoot for having sonme
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di spersion in that, we would | ook for having a cap of one
per county of new construction, and one per county of
rehab.

How we woul d pick that one per county would be
based on the score, not on a first cone, first serve
status. And for all of these, actually we have the cycles
technically woul d open on Monday, January 30, which gives
us a little bit of tinme to cone up with the docunents that
it wll take to roll this out.

Anot her option would be to do it nore like a
|ottery, where they would conme in on February 15. Again,
it wuld only be volunme one and four. W would do a
prelimnary review of the eligibility.

We woul d | ook at volune four to ensure that
they nmeet the mninmum scoring requirenents that we still
recommend should be in there. Then we would sort by
county. And so for a given county, they would get pulled
out of the lottery systemon a per county basis, trying to
take one per county initially.

And assum ng we could get through all the
counties, which is unlikely, then in theory you could go
t hrough again. In ternms of thinking through how we do
deci de which counties get picked first, because obviously
that could use it up, we suggested that that would be the
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ones that had the nost nunber of damaged units under
Appendi x A

So for instance, Jefferson-Port Arthur
specifically has the highest, and then we woul d rank
descendi ngly, and that would be the order we woul d take
the counties for any applications that we had in. Then
after the lotto balls had been picked, and up to the
anmount of credits we had avail able, we would require the
rest of the application docunents to conme in and the third
party reports to cone in.

W would do full analysis on the threshold and
underwiting. And then, you know, nove forward from
t here. And then the last option was still trying to do
a first conme, first serve, but with trying to do one per
county for the dispersion and still going with the m ni mum
score. Do you want ne to go through the additional itens
too, that | think apply to all of these, or do you want to
tal k those through?

MR. CONINE: Sure. Go ahead, while you are on
aroll.

M5. BOSTON: Ckay. A couple of things we would
like to add. One is, as we were talking this through, and
the timng issue. Currently the proposal has that the
adm ni strative deficiencies, we would give them 30 days.
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And that is simlar to the rural rescue, because it is not
t hat pressing.

And we are suggesting now, after nore of the
di scussion, that we would rather see that go back to what
is in the QAP which is seven days. And after seven days,
they would lose their first cone, first serve status,
al t hough they woul dn't be kicked out.

Anot her itemthat relates to the scoring, even
just as it relates to the mninmum scoring, are two scoring
itenms that have deadlines in April, which are QCP and
state elected official letters. Qur suggestion is that
regardl ess of which option you go with, that if they want
to get points for that, whether it is to neet the m ni num
or whether it is because we are going with the nore
conpetitive approach, and they need that for points, that
the deadline for those |letters, neighborhoods and senators
and reps would be due with the application subm ssion.

And if they can't get it by then, you know, they just
woul dn't get those points.

We also just wanted to specify that the rehab
reconstruction would specifically be for units damaged by
the hurricanes. So if there was a property that needed
rehab a year and a half ago, they wouldn't be eligible.

And then if in the off chance, we happened to
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have insufficient applications by the deadline, or by a
certain point in tinme, then we mght want to think through
what we would do with that. Which would potentially just
be by a date in April or My, perhaps rolling it into the
ceiling so it would at least trickles down to the rest.

And then our thought is, that in any of the
scenarios that | laid out, we believe that we could have
our recomendati ons to EARAC, and when | say
recommendations, | nmean threshold and underwiting, the
whol e enchil ada, by April 30 at the latest. So it would
still nmeet the energency requirenents and be accel erat ed.

It would be quite separate.

MR. CONINE: Do you think you could get it
there -- | think our May board neeting, if |I remenber
right, is on the fourth. So if you back it up three or
four nore days, you could beat the seven day posting
requirenent, get it to us at the May board neeting.

M5. BOSTON: Well currently, we don't have
these com ng to the Board.

MR CONINE: W are not finished yet, are we?

MR. HAMBY: Unless you did sonething
specifically this, M. Conine, it would probably fal
under the Septenber tine, the Septenber notion that you
all nmade to allow the Executive Director to make awards,
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simlar to what the HOVE program and the Bootstrap program
are doing there later on in the agenda. So we woul d not
expect this to come back to the Board, because of the
timng factor.

That is the reason the threshold requirenents
are very inportant. Because as you did with al nost al
the other disaster type issues, you have deferred to the
Executive Director to make the awards, and then to nake a
presentation to the Board, once that is done.

You can obviously change that at any tinme. But
that was the understandi ng whenever this was created and
why it is not tied to board neeting tines.

MR. CONINE: | guess ny preference, just
t hi nki ng out |oud again, would be again if there is no
real timng issue, which there isn't, between May 4 and
April 28 or 30 or whatever it is, that you could use the
Board's discretion authority within the QAP to fix any
screw up in the systemthat we are hastily devising right
now, at |east as a backstop. That is ny only thought.

MR, HAMBY: | amnot sure | understand what you
are sayi ng, because of the way, well, depending on which
recommendati on you take.

MR. CONI NE: Right.

MR. HAMBY: Because sone of the applications,
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and once the one is selected fromthe region, there won't
be a backup application to repair, unless |I am m ssing
sonmething. | nean, there wouldn't be the list that you
woul d see nornmal ly.

MR. CONINE: The normal |ist.

MR. HAMBY: R ght. Because one of the goals of
this systens is to expedite it and not strain staff.

M5. BOSTON: It is true that we wouldn't have a
backup one totally ready. W would probably only be doing
full threshold and underwiting on just the limted set.
However, obviously, there would still be, whether it is

based on the time, based on score, based on lottery

nunber, there would still be a batch of people |I am sure,
behi nd them who could get it together and still nove
forward

Probably not in tinme for the May neeting, but
t hey woul d quickly be able to proceed, and then go through
their review process, if for sonme reason -- |ike a good
exanple woul d be, let's say they go through -- they have
the highest lot, they neet our eligibility, they neet our
t hr eshol d.

It gets forwarded to underwiting, and for sone
reason there is sonething glaring, that they believe it is
not feasible. Obviously, we are going to have to kind of
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start back over again in that particular situation with
t he next deal.

MR CONINE: Right. | am probably being too
sensitive in this area.

MR. HAMBY: | just wanted to nake that clear,
because there is no Board timng issue, unless you al
amend that now.

M5. ANDERSON: Right. | want to be sure that
since we are tal king about some changes to how we woul d
adm nister this special extra allocation, that if there is
anybody in the audi ence, now that you have heard these
options, that would |like to nmake public comment, that you

have the opportunity to do so. No one is raising their

hand. | spoke too soon.

M5. JACKSON. | just have one questi on,
regardi ng the Appendix. | noticed that the Cty of
Beaunont - -

M5. ANDERSON:  Woul d you introduce yourself.

M5. JACKSON:. | amsorry. Tony Jackson, Coast
Road [ phonetic], tax credit attorney. | just noticed on
t he Appendix, the Cty of Beaunont is not |isted.

| see that Jefferson County is listed as a
whol e, but the City of Beaunont is not listed. And I just
wanted to kind of bring that to the staff's attention. |
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know that this was a docunent gotten from sonepl ace el se,
but | did notice that.

M5. BOSTON: Because we got it from anot her
sour ce.

M5. ANDERSON: And to be clear, Beaunont is
eligible, too. Sonething in the Cty of Beaunont is
eligible to apply for these credits.

M5. BOSTON: Correct.

MR CONINE: Are there totals in the Port
Arthur totals, or are their totals in the Jefferson
total s?

M5. BOSTON:  You know, | amnot really sure if
they -- basically, if it is any one of the -- if it is in
a part of Jefferson, other than the three separated out
ones, that it would just fall in the other bounds of
Jefferson. W can for sure try and get that cleared up
| don't know if actually sonmeone from M chael Lydell's
shop m ght know nore about it, because they have been
wor ki ng - -

M5. JACKSON: And based on information | was
gi ven, Beaunont was not included in those totals at all.

MR. CONINE: You think they were |left out
total ly?

M5. JACKSON:. Correct.
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M5. ANDERSON: Then we would direct staff to
make sure we have that squared away. Because if you are
doi ng one per county, it nmay not change the order, but it

changes the order of magnitude. And Ms. Jackson, would

you please fill out a witness -- yes, sir?
MR. AKBARI: |ke Akbari with Artex Properties.
My question is for -- if you have a preapp, do we count

t hose scores as conming in for this $3 1/2 mllion, if the
projects are the sanme? And al so, as far as additional
points, would for exanple, if you put planning on the
preapp to get help fromthe cities under their HOVE | oan,
or under any financial help, should we change it back to
that, or just ignore those points?

Because originally, you know, for exanple, we
have an application under the preapp, we are going to get
sone additional points by asking the cities to help us
with a loan or a grant. But now under this new
application, for the $3 1/2 mllion, we are not including
that and al so not including the preapp points. Should we
change to include those?

MS. BOSTON. | guess --

M5. ANDERSON: Thank you for your question.

M5. BOSTON: Yes. | guess ny first comrent
woul d be once this decision is made today, the workshops
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on the 19th and 20th for sure will be reflective of the
proper process. But based on the policy as proposed, we
do all ow people to apply in both. But by having turned in
a preapplication, you are not necessarily already in the
hurricane credits.

You would still have to submt a separate, at
| east a supplenent. You don't have to pay an additi onal
fee, but if you were going to adjust your scoring, which
it sounds like would be the case, then you would just need
to make sure that your scoring docunents and any backup
i ke rent schedules that were different, or anything |ike
t hat woul d be adj ust ed.

| think to be prudent, and knowing that it may
be conpetitive, and if you already are planning on
participating in the 9 percent, you would still want to
participate in the 9 percent. And, therefore, you would
still want to try and pursue all the points that you could
from |l ocal resources.

MR. CONINE: | guess just fromlistening and
t hi nki ng out |oud, which can be dangerous at tinmes, | |ike
your tinmetable, the January 30 opening, the February 17,
the March 3, the March 31. That is plenty fine.

| think the system of the three systens you
have described, the one that |eans toward the intelligent
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pl acenent of where needs are and the attributes of each of
the particul ar devel opnents would be -- | would | ean
towards the scoring nodel which [imted to the one per
county on new construction, and one per county on the
rehab and kind of see where they fall out.

That seens |ike a good way for nme to get it
done. And it creates a little dispersion, which I think
is critical in this effort.

ANDERSON: |Is that a notion?
CONI NE:  Yes.

BOGANY: Door nunber one. Right?

5 3 3 O

ANDERSON:  Door nunber one.
MR CONINE: And | guess, to follow up, | am
okay with EARAC and the Executive Director making the
deci sion and reporting back to the Board what happened.
M5. ANDERSON: And what about the
adm ni strative deficiency down from 30 days to seven days?
MR. CONINE: That | have a little bit of gas
over, because this is kind of a crisis situation. And |
don't want to drag it out too long. Wuld you negotiate

to 14 and kind of split the difference?

M5. BOSTON: | amnot really in a position to
negotiate with you. | am happy to do whatever you say.
MR CONINE: | amtrying to take the

ON THE RECORD REPORTI NG
(512) 450- 0342




117

devel oper's side of this now, maybe a little bit nore.

M5. BOSTON: Well, and we were al so | ooking at
it fromthe perspective of the people who -- and this even
happens in a conpetitive round. People put together a
| ess than quality product, just to get it in. And then
they rely on the fact that they have big deficiency tines
to get it fixed. So we were trying to also keep in
consi deration the people bel ow these people, so to speak,
who may have had a better product. So hence, the noving
away from 30 days

M5. ANDERSON: So in the scoring situation
that is less of an issue, if we take door number one.

MR. CONINE: Right. And you have got fewer
projects that are actually -- have that applicable to.
And | think that Gouris can probably figure out howto
function in a 14 day wi ndow, instead of a seven day
wi ndow. So | would nake that as a notion as well.
BOSTON:.  Busi ness days, or cal endar days?
CONI NE:  Cal endar .

BOSTON: It really matters.
CONI NE: Cal endar days.

BOGANY: Yes. Wat do you nornally use?

5 » 3 » 3 O

BOSTON: Right now, it is seven business

days.
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CONI NE: Cal endar days.

BOSTON:  Ckay.

5 5 D

ANDERSON:  |s there a second?

MR, SALINAS: | will second that notion, just
to get it out there.

M5. ANDERSON: All right. Thank you, M.
Mayor ? Di scussion on the notion?

MR. HAMBY: May | have a clarification on the

noti on?

MS. ANDERSON: Yes.

MR. HAMBY: You said one new construction, one
rehab. |s that an either/or? |Is that per county, one

construction, one new construction, one rehab, then nove
to the next county?

MR CONINE: Right. | think you put -- you
know, we have got to have two separate buckets. Right?
O not. You are trying to do it by score, aren't you?

M5. BOSTON: W are trying to do it by score,
and --

M5. ANDERSON:. Wth a cap of one of each per
county.

MR CONINE: So if the top four, let's say you
can only do four projects or five projects within the 3
1/2 mllion. And you have got two rehabs that conme out on
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top, and three new constructions. And they all happen to
be out of the sanme county, you would then pick the highest
scoring new and t he hi ghest scoring rehab, and then go on
to the next county after that.

MR HAMBY: Well, that is clarification. So
you want two deal s max per county.

MR CONI NE: Max per county.

MR. HAMBY: (Ckay. But one rehab, one new
construction.

MR CONINE: Right.

M5. BOSTON: So basically, we are going to pick
two deals in the first county.

M5. ANDERSON:  Un- huh.

M5. BOSTON: And even if that uses up 2.4
mllion, which is the nost you could do, 1.2 per deal --

MR CONINE: Right.

M5. BOSTON: Then -- and so | am assum ng then
that we should also probably clarify, the county order we
woul d select in ternms of which county gets theirs first
woul d be simlar to what | would propose for the lottery?

MS. ANDERSON:  Yes.

M5. BOSTON: The ones with the nost damaged
uni ts?

MR. SALI NAS: The nobst damage woul d probably be
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t he best.

MR. CONI NE: That nmkes sense, yes.

MR HAMBY: Sorry.

M5. BOSTON: No, thank you.

MR CONINE: Are we clear as nud?

MR HAMBY: Clear as we can be.

M5. CARRINGTON: We will sort it out.

M5. ANDERSON: O her questions of the Board?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON:. Qpposed, no.

(No response.)

MS. ANDERSON:. The notion carries. Ckay.
Thank you very much. At this, | know everybody thinks we
w Il never get back to item2(a), and we are, | prom se.
But first, I would like to call on M. Gordon.

MR. GORDON: | have an announcenent. Today
will be nmy |last board neeting. | amgoing to be resigning

after the board neeting today. Yesterday, Governor Perry
appointed ne as the Rl o Grande Conpact Comn ssi oner.
So |l wll be taking over that spot, after |
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take the oath of office. It was a tough decision. It has
been truly an honor and a privilege to be a nmenber of this
Executive Board and to serve. And | would like to thank
the Board nenbers, Kent, Beth, Mayor, Shad, for all your
help in teaching me a ot of stuff. | have |earned a |ot.

| would also like to thank the TDHCA staff. |
mean, it is a great staff. And Edwina, | really
appreciate all the help you have given ne, and all the
help the staff has. Being a nenber of this Board has been
gui te an experience.

MR. CONINE: You should have been here earlier.

MR GORDON: And it is kind of funny. | kind
of consider TDHCA and the staff and everyone involved as
kind of a big famly. It is -- you know, once you are in
this, it is kind of hard to | et go.

And while | amnot going to be a board nenber,
| certainly plan to stay involved, and be around, and keep
in touch. And for exanple, | plan to be at the next
nmeeting for your |ast neeting.

And | guess if | have anything to say, it is
what TDHCA does is a good thing. Okay. This is truly
sonething that | think hel ps people's lives. And | think
that while there is a |lot of issues going on in TDHCA and
politics and everything else, | think it is real inportant
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t hat everyone involved doesn't |ose sight of the m ssion
for TDHCA, and that is to provide a quality housing for
Texans.

And | think that is something | amproud to
have been involved in, and | think that needs to continue,
because | think TDHCA is truly a good agency. And | w sh
you guys the best. And | appreciate it.

MR CONINE: W are going to mss you, Pat.
And t hank you for your service. And you still owe nme a
trip to Lake Powel | .

MR. GORDON: Fair enough.

M5. ANDERSON. Pat, | really appreciate your
service as a nenber of this Board. And we will mss you,
as M. Conine says.

You have many inportant and probably no | ess
sonetinmes intractable issues to ook forward to on the
Conpact Comm ssion; very inportant issues for our state
dealing with water and ot her resources, and the
relationship with our partners along the Rio G ande river.

And | amcertain that you will represent Texas with
di stinction and honor and effectiveness in that role and
we all w sh you well.

MR. GORDON: Thank you.

M5. ANDERSON: Ckay. Oh, thank you, Ms.
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Carrington. But first, the next item of business on the
Board agenda is presentation, discussion and possible
approval of the mnutes of the board neeting of Decenber
14, 2005.

CONI NE:  So noved.

BOGANY: Second.

5 3 3

ANDERSON:  Di scussi on?

MR CONINE: | notice they look alittle
different this time. But that is okay with ne.

M5. ANDERSON: Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON:. Qpposed, no.

(No response.)

MS. ANDERSON:. The notion carries. Item 2(a)
is the next agenda item These are anmendnents to housing
tax credit devel opnents. M. Carrington.

M5. CARRI NGTON:  Anmendnents involving materi al
changes to tax credit devel opnents. There are four
requests in front of the Board today. First oneis Villa
Del Sol. It is located in Brownsville.

In this particular application, it was a 2004
allocation. The air conditioning units were going to be
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on shelves outside the units, because it is a 14 story
building. This was going to be a nechani cal and
difficulty for the maintenance of these air conditioners,
so the air conditioning units are actually going to be

i nside the buildings.

There was a little bit difference in the SEER
val ue. However, averaged together, it does cone out to be
a twelve SEER, which was required. And staff is
recommendi ng that this amendnent to this allocation be
approved.

MR. BOGANY: So noved.

MR. CONI NE: Second.

MS. ANDERSON: | had soneone who wanted to --
coul d have sworn | had --

VOCE: No, ma'am | didn't want to speak.
Only if you had questions.

M5. ANDERSON: Okay. Thank you. Discussion?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

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

MS. CARRI NGTON: The second one is Heritage
Pointe Apartnents. This is a 2003 allocation of tax
credits, a forward comm tnent out of 2002. This was a
request -- a different request was actually denied by the
Board at the Decenber 14 board neeting |ast nonth.

The devel oper has submitted new information to
us that supports approving a revised request. And what
t hey have submitted to us in the way of new information is
that indeed they do neet the 75 percent stucco
requirenent; that all of the units have storage cl osets,
an itemthat was worth one point in the application, but
was not requested or scored.

And t he devel opnent has five buil dings rather
than four that were originally proposed. But the unit mx
and the unit count have not changed. Wth the new
information that was presented to us, on page 4 of this
writeup, you can see the features that were originally
proposed, and the features that are now installed as
substitutes in this particular devel opnment.

Staff is recormmendi ng that these anendnents be
approved. And what we have noted for you is, that at that
time the cost certification comes in, that credits would
be, or will be adjusted as necessary at cost certification
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tinme.

MR. CONI NE: Move approval .

MR BOGANY: Second.

M5. ANDERSON:  Di scussi on?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

MS. CARRINGTON: The third one for the Board's
consideration is Little York Villas. This was a 2003
all ocation of credits. The Board did approve sone
anendnents to this application or this allocation in My
of ' 04.

However, at that time, they were proposing that
t he nunber of buil dings be increased fromseven to eight,
but it wasn't in that initial request. It is in the
request now. The developnent is built. They do have
ei ght buildings, rather than seven. And staff is
recommendi ng that the Board approve this change.

MR BOGANY: So noved.
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MR CONI NE: Second.

M5. ANDERSON:  Di scussi on?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

M5. CARRINGTON: The last one in this group for
the Board' s consideration is Eagle's Landing. This was a
2002 allocation. And this was a tax-exenpt bond and tax
credit developnent. It is located in Austin.

It is also constructed. It was originally
proposed as 19 buildings. Actually 16 have been built.
And again, at cost certification tine, when real estate
anal ysis does their evaluation, if there is a necessary
adjustnment in credits, it will be done at that tine. And
staff is recommendi ng approval of this anendnent.

MR BOGANY: So noved.

MR. CONI NE: Second.

MS. ANDERSON:  Di scussi on?

(No response.)
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M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

M5. CARRI NGTON: The next group i s housing tax
credit extensions for commencenent of substantial
construction. There are three of these requests. And al
three of them-- the docunmentation has been submtted, on
all three of them but what we are doing is requesting a
date that woul d have the docunentation cone in within the
date that the Board did approve.

The first one is Sunmt Senior Village. It is
2003 allocation of credits. And what they are requesting
is a deadline of Decenber 5 of 2005. And again, this
docunent ati on has been submtted, and they would neet this
Decenber 5, 2005 deadli ne.

MR. CONI NE: Let's hope.

M5. CARRINGTON: They didn't neet their
February 28 '05 deadline. And staff is recomendi ng that
you approve the extension.

MR. CONI NE: Move approval .
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MR BOGANY: Second.

M5. ANDERSON:  Di scussi on?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

M5. CARRI NGTON: The second, Village at Meadow
Bend, a 2004 allocation of credits. This one, the current
deadl i ne was Decenber 1. They are requesting a new
deadl i ne of Decenmber 15, 2005. And the docunentation has
been submtted to us, and woul d neet the Decenber 15, 2005
deadl i ne.

MR. CONI NE: Move approval .

MR BOGANY: Second.

MS. ANDERSON:  Di scussi on?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)
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M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

M5. CARRINGTON: The third and last one in this
group, Casa Saldana. It was a 2004 allocation |ocated in
Mercedes. They are requesting a deadline of Decenber 15
to submt the proof of substantial construction; Decenber

15, 2005. And again, they have submtted this information

to us.

MR. CONI NE: Move approval .

MR BOGANY: Second.

M5. ANDERSON:  Di scussi on?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

M5. CARRI NGTON: 2© we have di scussed. Moving
on to Item2(d), this is an anendnent to Title 10, Part 1,
Chapter 50 of our 2006 Housing Tax Credit Qualified
Allocation Plan. And it is in the section of the QAP
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regarding the |l evel of comrunity support from |l ocal
el ected officials.

If you will ook in the mddle of your witeup,
what you will note is that we had an incorrect date. W
had the docunentation that would be submtted to the
Department fromthe applicant or official by April 1, of
2005, what we nean is April 1, of 2006.

So we are asking for the Board to approve this
anendnent. |If the Board does approve it, this anmendnent
wi |l be published in the Texas Register 30 days. It wll
conme back to the Board for approval. And then will need
to be provided to the Governor for his signature.

MR. CONI NE: Move approval .

MR BOGANY: Second.

MS. ANDERSON:  Di scussi on?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

M5. CARRINGTON. Item 2(e) for the Board's
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consideration is a possible approval of a waiver of the 30
day signage installation requirenent for 2005
applications, one of themat Artisan at Mlitary
Apartnments and Heather G en Apartnents. Wile both of

t hese transactions are located in San Antonio, they do
have different developers with these two transactions.

But basically, the circunstances are the sane,
in that we received volunes one and two for their tax
credit applications. These are both bond transactions.
W received their volunmes one and two.

There is a signage requirenent. The signage
must be posted at | east 30 days prior. And they both
m ssed the deadline for when they were required to post
the sign. And the staff is recomendi ng that these
requests be denied. W do not recommend that the Board
approve the waiver of this 30 day requirenent.

MR BOGANY: So noved.

MR. BERTUCCI: Excuse ne.

M5. ANDERSON: | know. Just a minute. W do
this after the Board nmakes its notion. Okay. | haven't
forgotten you

MR CONI NE: Second.

M5. ANDERSON: Ckay. | do have two peopl e that
want to make public coment on this item M. Anthony
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Bertucci .

MR. BERTUCCI: Good afternoon. M nane is
Ant hony Bertucci and I amin partnership on Heather d en
Apartnments. The only reason that it was m ssed was
because Cctober had 31 days init. And so it was posted
31 days after instead of 30. It was just a stupid error,
but, you know, that is what happens sonetine.

MS. ANDERSON:. Questions?

(No response.)

M5. ANDERSON: Thank you, sir. M. Ryan
W | son.

MR. WLSON: Thanks, Madam Chair, Board, for
your time today. | amgoing to speak on behalf of the
mlitary apartnents, ARDC mlitary comlimted. First of
all, I want to thank staff. They are really very
receptive and responsive to all of our devel oper problens
out here. So they are doing a good job for you guys.

In terns of the error that we commtted, | am
not going to offer an excuse today, because it was in the
QAP. We missed it. But | wanted to cone in front of you
guys to let you know that it is not our practice. W have
never done that before.

We have done | ots of devel opnents with you all

And it wasn't our intent. Qur intentions, obviously, in
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the signage is to let the conmunity know what is going on
W a long tine ago have net with the |ocal council nen.

We have also net with the two | ocal homeowners groups that
are closest to our devel opnent, and actually received a
support letter fromone of those groups. So our intention
was to incorporate | ocal community participation.

And | think as of now, the signage is up, and
that is part of what the signage requirenent is for. |
would |i ke to say that we have did have then al so support.

There is a tremendous need for this type of housing in
this particular area.

So | think that overall, it is a strong
devel opnment. And | amhere to tell you guys that we wl|
whol eheartedly support whatever decision you all nake
today. | understand that the ram fications of my asking
for a waiver don't necessarily just limt to this
particul ar devel opnent. Al sorts of other stuff. So |
support what you guys are trying to do up here.

But | just wanted to comruni cate that our
intention, | think we have denonstrated that we wanted to
i nclude the community in the devel opnent process. And we
value their opinion. And we sought it, irregardl ess of
the requirenment of the QAP. So with that, | appreciate
your time today. Thanks.
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M5. ANDERSON: Ms. Carrington, | have a
guestion. If we -- thank you. | amvery mndful of the
ri sks encountered in setting precedents, so | appreciate
the staff's recoomendation. |Is it accurate to say that if
we deny this waiver, that these applicants have the
opportunity to resubmt and go through this cycle again,
post the sign with 30 days' notice and they cone back to
us for approval of credits?

MS. CARRI NGTON:  Yes.

M5. ANDERSON: Ckay. Do we think that both of
t hese applicants understand that and will reapply? You
know, we will just let the clock run again.

MR. SALINAS: Wuld they lose their credits?

MS. CARRI NGTON:  No.

MR. SALINAS: They woul d not |ose then? So
what is the purpose of --

M5. ANDERSON: This is not a 9 percent deal.
This is a bond deal.

MR. SALINAS: So why don't we just waive it and
just get it done.

M5. ANDERSON: Because we set a precedent that
we are willing to waive this, and we m ght not want to
waive it in sone future case, but we will have set a
precedent that would waive it. And so, that is how you
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end up all |awered up.

MR. SALI NAS: Ckay.

MR. CONI NE: Under Ms. Anderson's exanpl e,
woul d that be still using '05 bond allocation?

M5. CARRINGTON: No. They would be coming in
under the 2006 private activity vol une cap.

M5. ANDERSON: W didn't use all of our 2005
up, did we?

MR, CONI NE:  No.

M5. ANDERSON:. Did we? Robbye says we actually
did, eventually, | think. C ose.

M5. ANDERSON: So we --

MR. CONI NE: Ckay.

M5. ANDERSON: So we have a notion and a
second. Discussion?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

M5. CARRINGTON: Item 2(f) for the Board's
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consideration is issuance of a determ nation notice for a
4 percent tax credit devel opnent, in other words, a bond
transaction. It would be located in San Antoni o.

San Antoni o Housi ng Finance Corporation would
be the issuer on this transaction. It is a new
construction transaction, and it is in the general or
famly category. The anount of credits that staff is
recommending is $714, 763.

On the page, on page your action summary, we
provide you information that this site is currently zoned
for the devel opnent, that they have received five letters
of support from |l ocal businesses, and one letter of
opposition fromthe Northside | ndependent School District.

It is a Priority Two tax credit allocation.
And there is, with our recomendati on on the bottom of
page 1 of 1, we are recommendi ng that the Board approve
the i ssuance of tax credits, but we are al so saying that
this award be conditioned on repaynent of a Housing Trust
Fund predevel opnent | oan at the tinme of bond cl osing.

MR. BOGANY: So noved.

MR. CONI NE: Second.

M5. ANDERSON: Di scussi on?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
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ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

M5. CARRINGTON: Item 3(a) for the Board's
consideration is the issuance of private activity bonds
and the allocation of tax credits for a property that
woul d be known as Harris Branch Apartnents. This would be
located in Austin. It is 248 units.

The anpbunt of the bond issuance would be 15
mllion. The amobunt of the credits recommended is
$755,550. W did hold a public hearing on this
transaction. There was one person who showed up at the
publ i ¢ heari ng.

MR CONINE: Who was that?

MS. CARRINGTON: But no one spoke at the public
hearing. Probably our staff person who held the hearing,
Audrey Martin. | think she was the only one who was at
t he hearing.

There are some conditions on the issuance of
the bonds and the credits. And that is on page 2 of your
multi-famly underwiting analysis. W would be | ooking
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to review and accept unit floor plans that would confirm
the unit sizes.

And then our pretty standard, that show the
terms of the proposed debt or syndication change. The
transacti on woul d be reevaluated to determ ne the credit
amount, and the bond anount.

MR. CONINE: Must be out in the boondocks,
because nobody showed up. Mve for approval.

MR BOGANY: Second.

M5. ANDERSON: Resol ution nunber.

MR. CONI NE: Resol ution nunber 06002, |
believe, isn't it?

M5. CARRINGTON: Yes. | believe that is right.

MR. CONI NE: Staying out of trouble, over there
at bond canp.

MS. ANDERSON: And you seconded, M. Bogany?
Did | hear that right.

MR. BOGANY:  Yes.

M5. ANDERSON: Thank you. Di scussion?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)
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M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

M5. CARRINGTON. Item 3(b) for the Board's
consideration is an inducenent resolution for one nulti-
famly tax-exenpt bond transaction, for filing an
application with the Bond Review Board. This would be on
the 2006 waiting |ist.

The proposed transaction is the Residences at
Sunset Point. It would be |located in Fort Worth, and it
is proposed to have 224 units. It would be a Priority
One, general population, and it is Resolution Nunber
06001. And staff is reconmendi ng approval of this
i nducenent by the Board.

MR. CONINE: So noved.

MR BOGANY: Second.

MS. ANDERSON:  Di scussi on?

MR. CONINE: She read the resolution this tine
so we don't have to do it.

M5. ANDERSON: Okay. Thank you, Ms.
Carrington. Hearing no discussion, | assune we are ready
to vote. All in favor of the notion, please say aye.

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.
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(No response.)

M5. ANDERSON: The notion carries.

M5. CARRINGTON: The next itemfor the Board's
consideration is the approving of a request for
qgqualifications that would go out for solicitation for
financial advisors, for firms interested in providing
financi al advisory services for one or nore of TDHCA' s
single-famly and nulti-fam |y nortgage revenue bond
i ssues; both new i ssues and refundings.

You wi Il remenber through the fall that the
staff has brought to you RFQ for senior managers, for co-
managers, for those who woul d provide services with our
guar anteed i nvestment contract brokerage services and
t hose who woul d provi de us swap advi sory services. So
what we are doing is continuing our solicitation in
updating the firns that do advi se the Board.

It has been quite sonme tinme since we did
solicit for financial advisory services. | think our |ast
one was actually 1991. And we are requesting that the
Board approve today the request for qualifications that
woul d go out for financial advisory services.

Qur tinetable is located as part of this RFQ
It is based on a point structure where right now, the one
that the staff is proposing to you would have 97 points.
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And the response date that staff would be expecting these
back woul d be February 24th.

MR. BOGANY: | have a question.

M5. ANDERSON: | have public coment on this
item Wuld you like to hear that first?

MR. CONI NE: Yes.

M5. ANDERSON: M. Gary Machak.

MR. MACHAK: Good afternoon. Gary Machak with
RBC Dai n Rauscher. | just wanted to give a few comments
on this very quickly.

Nunber one, we are supportive of the process,
and feel like we would like to respond to this. But in
having the opportunity to review what was in the package,
| would |ike to maybe nmake sone comments that may be able
to give the Board and the Departnent nore information to
make this decision.

| did notice that there weren't any questions
or any really place to include what | would call a capital
mar kets function for some of these firns. And that
includes the ability of a firmto underwite, becone a
princi pal on a swap, and al so have a short term desk.
This is very valuable in assessing pricing and structures
for underwiters.

It is also a nodel that has been adopted by the
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top financial advisors in the State of Texas. If you wll
| ook at First Southwest, Coastal Securities, Southwest
Securities, Estrada H nojosa, the top five, including
ourselves, that is the nodel that they have adopted,
think, to provide better service for their clients.

The other thing that | noticed is that there
are a lot of the financial advisors that do business in
Texas al so have experience with other Texas issuers and
with, for instance, the Bond Review Board. And | didn't
notice that there was any information with regards to
t hat .

Just one other thing to consider, there was a
big difference between this RFP and what was used for
di scl osure counsel and bond counsel. The financial
advisor is typically on the first line with those two
ot her consultants. And so the Board nmay want to consi der
| ooki ng at those RFPs too, for sone other ideas and
structure, in order to get better responses.

And that conpletes ny coments. | appreciate
your tinmne.

MS. ANDERSON. Questions?

(No response.)

M5. ANDERSON: | have one question. Can you
give nme an exanple of the difference in this solicitation
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and the one for bond counsel and disclosure counsel. Just
give ne an exanpl e.

MR. MACHAK: An exanple of a difference?

M5. ANDERSON: O a difference. Sonething that

is not in this one that was in the other ones.

MR. MACHAK: Well, the -- let's see. | have a
copy of it here. 1 think there was a question on the bond
counsel, it looks like 4(b) that allows the firmto

di scuss their practice in public finance. A general
guestion with regards to that.

So that would be a guard area where they can
denonstrate their know edge of the type of issues and
ot her experience they have. The also -- | don't believe,
and | didn't see this. | amnot sure. But the RFP for
bond counsel was not based on a point systemeither.

MR CONINE: And that is the thing that | guess
| noticed because | pulled out the other two that we had
done for bond counsel and for disclosure counsel. And
t hose were subjective.

They weren't point systens and quantitative.
And when you are tal king about people who are your
advi sors, which you want to -- that you have confidence
in, it isalittle different in ny mnd than do you have
the structure of a sales force, once the deal is already
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desi gned and structured and put together.

Do you have a sales force to then market to the
country, and to do that on a nore quantitative versus
subj ective basis. | don't know the genesis of this
particular RFP. But | guess | would have an issue
relative to the scoring process.

| would have an issue on, it seens |like, a |lack
of doing business in the State of Texas, being part of the
criteria. The ability for the Board to make a subjective
deci sion based on RFPs that we get in, | think we need
to-- | wuld like to see nultiple applicants, not
di sparaging Gary or his firm or anything el se.

But | personally would like to see nultiple
applicants. But | also like for those applicants not to
just be in the financial advisory business, but for them
to have the ability to go over to underwiting or to the
swap desk, or other internal features that would give them
a straight and honest skinny about what the market is
doi ng, or how the structure may be received at any
particular time rather than having a financial advisor who
may have financial advisory capacities all over the
country, but doesn't have the in-house ability to draw the
resources to deci de on whether a particular bond issue
that we are doing is in the right structure or not.
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So | guess | have -- | amcurious as to why
this is different fromthe other two. And |I know that you
can't answer that.

MACHAK:  Ri ght.
ANDERSON:  Thank you for your testinony.

MACHAK: Ckay. Thank you.

2 5 3

GORDON:  And | woul d kind of share sone of
your comrents. To nme, it |ooked |ike having the
experience of being a co-nmanager and seni or manager woul d
add sone depth to your ability, because it seens to ne
that the financial advisor would have to go out and hire
sonebody that knew that to be able to advise you,
possi bl y.

MR. CONI NE: Maybe staff can respond to what we
are | ooking at.

M5. ANDERSON: Wuld we |ike for M. Byron
Johnson to approach the m crophone?

MR. CONINE: | would love for himto.

M5. CARRI NGTON: | do.

MR. CONI NE: That would be the highlight of ny
day. So far.

MR. JOHNSON: Good afternoon. Byron Johnson,
Director of Bond Finance. | guess | start out with why is
this RFQ different than the other two?
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MR, CONI NE:  Yes.

MR. JOHNSON: The other two emanate fromthe
Legal Division and are required by the Attorney General's
Ofice. Bond Finance relied upon its prior experience in
comng to the Board with this RFQ and wanted to present
you with an RFQ that you were famliar with, and that you
have seen before in this content and format style.

MR. CONI NE: Ckay. But the positions are
different, | guess is ny point. And to be on a
conpetitive basis with seniors and co-seniors and the
actual sales teamis one thing.

But to do that, to | guess, have a point
structure that is somewhat arbitrary at best, but then
| eaves out a lot of the other functions that we have
menti oned here before, gives ne a little concern. And,
you know, | don't necessarily want to rewite this thing,
sitting here right today.

But | guess | would like to see it nore | eaning
toward, if you have got to go to the Legal Departnent to
have it |lean toward | ooking |ike what the bond counsel and
di scl osure counsel, again, because they are partners with
us, not salesnmen for us, which is a totally different
t hi ng.

| would like to see it at |least in that manner.

ON THE RECORD REPORTI NG
(512) 450- 0342




148

You have got it. | won't dom nate the neeting.

MR. BOGANY: | just wanted to know how you cane
up with it, and why you went to qualitative, and just how
did you get advice on howto come up wth one, since we
haven't done one since 1991, and just how you put it
together. Did you go to the financial advisors and say,
we need to do your RFP. So how did it cone up with it,
then. Just how did you put your criteria together?

MR, JOHNSON:. | started with other capital
markets type RFQs. And | did take a | ook at ot her RFQs
i ssued by devel opnent agenci es, HFAs and whatnot, in their
search for a procurenent of financial advisors. And the
poi nt system we canme up with in an attenpt to I guess not
be subjective, and try to be nore objective and
guantitative.

But if -- it is a suggestion, and it is
certainly open for revision. And just whatever direction
or instruction you provide, we will adapt it.

MR CONINE: Well, | classify financial advisor
in the | awer accountant range. Wen you go hire a | awer
or an accountant, you don't necessarily go through a point
systemto cone up with that, because they are very
personal. They are very interactive with the staff.

You guys, the Bond Departnent, especially in
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TDHCA, issuances have been a shining star, if you wll,
over the last quite sone tinmne. And | don't want to
necessarily want to upset the apple cart.

But on the other hand, | want to see what el se
is out there relative to the person or the firmthat we
have in there today, and their particular strengths. And
if you are conparing strengths on an unequal basis, that
gi ves ne cause for concern.

And again, financial advisors are just
extrenely inportant people to the ongoing success of our
bond prograns. And | just want to nmake sure we are
bringing in the right sort of talent to conpete against
Dai n Rauscher.

MR, JOHNSON. And as you may recall, as M.
Carrington has nentioned, we have gone out for senior
managers, co-nmanagers, trustees, just a whol e slew of
prof essionals. And we have, in the past, we have used
that scoring criteria nmethodology. And that is why we
included it in this package.

MR. CONINE: | can appreciate that. | just
guess ny concern is that is it appropriate in this case,
or not.

M5. ANDERSON: May | suggest -- go ahead, M.
Bogany.
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MR. BOGANY: | had just one other question.
M . Johnson, what you cane, when you put your scoring and
everything, if | heard you right, this is what other state
agenci es are using.

MR JOHNSON: | saw both conbinations. Sone
really didn't include a scoring criteria. Ohers did
have, you know, how many points you would get for certain
categories. So it is both.

MR. BOGANY: And considering we hadn't done
this since 1991, things are changed.

MR. JOHNSON:. Over the tinme period, yes. The
financi al markets have evol ved. And once again, bond
fi nance has al ways wanted to and is trying to just present
a neans of being objective. That is the whole basis of
the scoring criteria and net hodol ogy.

MR BOGANY: So when was the last tinme we made
a change in financial advisors?

MR, JOHNSON: It was during the Gulf War, |
bel i eve.

MR BOGANY: So the criteria we used --

MR, JOHNSON. | did | everage sone of the old --
yes.

MR. BOGANY: Things have changed. Wat | am
hearing is things have changed. So | took a little bit of
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what we did in 1991, and added sone things to bring it
nore up to date.

MR JOHNSON: Yes, sir.

MR. BOGANY: Ckay.

M5. ANDERSON: | mght offer a version of
Switzerland here. If we waited since 1991, it's probably
not going to be the end of the world if we don't decide
this today. | think it is hard to decide it in a live
board neeti ng.

You know, mght it be good for Byron to | ook at
this, propose sone alternatives in certain places to, you
know, maybe | eave sonme things quantitative but introduce
t hi ngs, nmaybe with advice from Legal Affairs that weight
the qualitative side of this. And try to, you know, get
sonme i nput from Board nmenbers kind of one on one, and cone
back to us, you know, as soon as possible. But not try to
get to the bottomof all this today.

MR. CONINE: You just hit Geneva.

M5. ANDERSON: Do you second ny notion to

t abl e?

MR. CONI NE: Yes.

M5. ANDERSON: You can't fake that. So we w |
have a vote. Al in favor of the notion to table, say

aye, please.
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(A chorus of ayes.)
M5. ANDERSON: Opposed, no.

(No response.)

M5. ANDERSON: This itemis tabl ed.

MR. JOHNSON: Thank you very rmuch

MR CONINE: | will give you a call

MR JOHNSON. | will give you a call, sir
M5. CARRINGTON: He wll. Yes.

M5. ANDERSON: Item5 is progranmatic itens on
the Integrated Housing Plan. M. Carrington.

M5. CARRINGTON: Item5(a), we are requesting a
wai ver for the Departnment Integrated Housing Rule which is
10 TAC 1.5 for Canal Street Apartnents. This is a
devel opnent that is |located in Houston.

When all is said and done, we have actually 1.5
mllion in HOVE funds in this particular transaction. The
reason we can do that is because this devel opnment does
serve persons with disabilities. As you may renenber, at
the board neeting in Decenber, | guess Joy Cort-Brown, who
is Executive Director of New Hope Housing, did bring a
Houst on magazine with articles about this particul ar
devel opnent .

And sort of the bottomline for us is, because
of the Integrated Housing Rule which caps units for
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persons with disabilities at 18 percent, that woul d have
actually been 23 units if it had been the original one
mllion. But nowwe are up to 1.5 mllion, and there is
actually two ways that HUD says you can cal cul ate these
number of wunits.

But we think we are up now at 33 units as
opposed to 23 units, which would violate our Integrated
Housing Rule. It would actually put it up at 24.8 percent
as opposed to 18 percent.

Again, it is serving persons with disabilities.

So we need a waiver of our Integrated Housing Rule. And
staff is recormmending that the Board grant this waiver.

MR BOGANY: So noved.

MR CONI NE: Second.

MS. ANDERSON:  Di scussi on?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

MS. CARRINGTON: The next itemfor your
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consideration is Item5(b). And this is approval of
awards for fiscal year 2006 and 2007, which are awards in
our Texas Bootstrap Loan Program W have $6, 673, 322. 71
that we are recommendi ng t oday.

The odd change in that includes the
adm ni strative. And this also includes sone
adm nistrative dollars. W actually were oversubscri bed.

By statute, we were required to put $6 mllion every two

years into the Bootstrap program

You all may renenber that this is a self help
construction program The famlies have to provide at
| east 60 percent of the labor. Qur dollars can't exceed
30,000 per unit. Two-thirds of these Bootstrap dollars
must go in counties that are eligible under the Water
Devel opnent Code. The remrai nder one-third can go
st at ewi de.

We were oversubscribed in our applications this
year, for the Bootstrap program and we consider that a
very good thing. |In years past, we have perhaps not had
enough applications. And this year, we actually had I
think 23 applications that totaled over 11 mllion.

And we are recommending to you today 17 of
those applications. That is on pages 2 and 3 of the
recommendations. And we have divided them by the two
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thirds, which are the economcally distressed areas, and
then the one third, which is the statew de, the remainder
of the counties statew de.

And then we have al so provided for you the 1,
2, 3, 4, 5, 6 applications that were disqualified. So
this would use 6 mllion in Housing Trust Fund dollars and

al so the 673,000 cane fromthe residuals in a bond

pr ogr am
MR BOGANY: Can we take themall at one tine?
M5. CARRINGTON: Yes, sir. W can.
MR. CONINE: | hope we do.

M5. CARRINGTON: Staff is recommendi ng the 17
awar ds that you have on page 2.

MR BOGANY: So noved.

MR CONI NE: Second.

M5. ANDERSON:  Di scussi on?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries. Audit
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Comm ttee, lItem 6.

MR. BOGANY: W had a very spirited Audit
Commttee neeting. And we are going to invite David
Gaines up here to kind of --

MR. GAINES: David Gaines, Director of Internal

Audit. Good norning, Chair, Board nenbers, M.

Carrington. I'mnot so sure I'll be quite so spirited
today. | amgoing to speak at a fairly sumrari zed | evel
If you would like for me to drill down, | will be glad
to.
We started out by -- | wanted to introduce our

newest nenber of Internal Audit, Colleen Bauer. And she
is in the back. And Colleen, rather than go through your
i npressive resune, like I did this norning, please
i ntroduce yourself to these fol ks when you get a chance.
W are glad to have Colleen on board. She started with us
| ast Monday, and is a recent graduate from UT Arlington.
Next, we discussed the Departnent risk
managenent program W di scussed the goals for the com ng
year of the program and the acconplishnents for |ast
year. W went into the status of the central database.
And we discussed not only the status of the database, but
of the Central Database Steering Commttee.
And we discussed recent discussions that the
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Department has had, that there is a general consensus that
we need to revisit the conposition of that Conmttee, the
responsibilities of the Commttee, and the |eadership of
that Commttee. And as those decisions are materialized,
as they are finalized, we will bring back how t he
Departnent is reconmending to proceed in that respect.

The dat abase itself, there was a series of
enhancenents to the contract nanagement system Excuse
me, CMIS, contract managenent and nonitoring. CMIS.
Monitoring and tracking system Yes, ma'am CMIS.

M5. CARRI NGTON:  Conpl i ance Monitoring Tracking
System

MR. GAINES: Wich those goals for the 2005
year planned on were achi eved and depl oyed by the end of
the year, the fiscal year. There is two renaining nodul es
left, the programnonitoring nodule and nulti-famly
nodul e rel ease two we are calling it. And there has been
sone delays in the start dates of those.

The endi ng date for both of those nodul es of
August 2007 has not changed. The delays relate primrily
to redepl oynment of IT resources for a particular IRS
project that needed to be done and was prioritized. The
hurricane efforts where IT resources were depl oyed to
assist in that respect.
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We then went to the status of internal external
audits. Deloitte and Touche conpleted their audit, and
they reported on that this nmorning. KPMsis in the
process of finalizing their federal audit of the state.
And that report is generally released |ate February/ March
time frane. That reporting includes the results of al
stat e agenci es.

Wil e at the Departnment, they | ooked at the
HOVE program the Section 8 program and the LI HEAP
program W do expect three findings at this point, in
that report. Once that is released, that will be brought
before the Board for the Audit Commttee.

Status of prior audit issues. The report
presented to you, as we have 21 issues. Ten of the issues
are being reported as inplenented, and will drop from
future reports, ten under process of resolution and then
there is one issue that has been inplenmented to the
Departnent believes to the extent reasonable. No further
action is intended.

Most of these issues, eight of the 21 and ei ght
of the ten in process relate to the Departnment's need to
establish a nonitoring programrelating to environnental
requi renents as prescribed by HUD. They have asked for
t he program nonitoring manual of the Departnent. That has
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been provided to HUD. It has been received back with
requests for additional information and el aboration,
clarification of some of the activities planned for that
program

Currently we are planning on delivering that by
the end of the nonth, January 31. And that will be the
target date that you see of January 31, we will consider
that inplenented, which is eight of those remaining ten
i Ssues.

The final agenda itemwas the status of
internal external audits, which | think I have already
di scussed. So | mght have junped out of order a little
bit.

The internal audits that | didn't speak of when
| discussed that agenda itemis we have four in process
wi th anot her one planned to begin by the end of the nonth.

Wth nore audits than auditors, we will be able to junp
back and forth while we are waiting on information.

The other remaining itens on the Internal Audit
pl an are either ongoing activities or planned for later in
the year. And with that, | will be glad to el aborate or
answer any questions you m ght have.

MR. BOGANY: W had a good neeting. W also
went into executive session and did an eval uation on
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Davi d, which every Board nmenber will get a copy of it, and
there are sonme salary considerations along with that,
which will be part of the evaluation. And we just really
want to tell David, Ms. Carrington, and his staff, and al
the staff that has gotten involved, gotten in line to help
us inprove the type of audit we heard today fromDeloitte
and Touche and just really want to tell you we think you
guys have done a great job.

(Appl ause.)

MR. GAINES: The audit with such good results,
all credit goes to managenent on that. That was their
audi t.
BOGANY: Thank you.
ANDERSON: Thank you. Anything el se?

BOGANY: That is it.

5 3 5 3

ANDERSON:  Thank you. Agenda item 7 has
been wi thdrawn fromthe agenda. So we are ready for
agenda item 8

MR. CONINE: Not really.

MS. ANDERSON:. No. No, we are not ready.

MR CONINE: If we have to, we have to, but we
are not ready. 8(a) especially.

M5. ANDERSON: Yes. 8(a) is --

MR. CONI NE: She may have a hard argunent.
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amin kind of a cantankerous nood today anyway.

M5. ANDERSON: Ms. Carrington, would you like
to discuss 8(a).

M5. CARRINGTON:  Yes, ma'am | amresigning.

MR. CONINE: No. Not accepted.

M5. CARRINGTON: | would like to read ny
resignation letter. That would be great. Thank you.

Dear Ms. Anderson and Board nenbers. It is
with great enotion that | officially tender this letter of
resignation as the Executive Director, effective March 17
2006. My last day in the office will be February 17.

Since | was hired in February 2002, the Board's
staff and | have taken great strides toward maki ng TDHCA a
nodel state housing finance and community assi stance
agency. | feel that we achieved our collective goal of
establishing a state agency built on the twn foundations
of transparency and accountability. W have often been
referred to as a turnaround agency. And | take great
pride each time | hear this.

VWhat began with our successful review by the
Sunset Advi sory Comm ssion in 2003 and ended in the
| ar gest evacuee relocation effort in our nation's history
has been a marvel ous and richly rewardi ng professional
experience. Having fulfilled many of the goals | have set
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for nyself and the Agency, | find it tine to take the next
step in ny career.

| value and am thankful for all the support
you, the Board, and the Governor's Ofice have provided ne
over the years, and | amcertain that the next Executive
Director will |ead TDHCA effectively in the future. |
wi sh you all success, and pl ease know that the work you
and the Board do on behalf of the State is appreciated,
and makes a critical difference each day in the lives of
| ow i ncome Texans.

| mght add a P.S. And it was four years ago
this nonth, in El Paso that the board of directors hired
me as Executive Director of TDHCA, and it has been a
wonder ful and marvel ous experience, and | have loved it.
You all have been wonderful to work for. Thank you.

Thank you for giving ne the opportunity.

M5. ANDERSON: We will have nore to say about
this next nonth, of course. But you have been wonderf ul
to work with, and you have been a wonderful |eader of the
men and wonmen of TDHCA. \What you have you done to rebuild
spirit inside the offices and the reputation outside the
of fices of TDHCA is sonething that | am forever indebted
and grateful to you.

M5. CARRI NGTON:  Thank you.
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(Appl ause.)
MS5. ANDERSON:. Agenda 8(b), © and (d) are

di scussi on and approval itens for how then we begin the
unwel cone but necessary task of |ooking for a successor to
Ms. Carrington, in the role of Executive Director. M.
Hanby, are you prepared to sort of walk us through this
di scussi on?

MR, HAMBY: Well, actually, | was going to junp
back to 8(a). Even though it is not absolutely required,
since we have it on the agenda, you probably need to
accept her resignation.

M5. ANDERSON: | didn't hear a notion

MR. HAMBY: She doesn't actually have to stay
if you don't accept it. W do not have indentured
servitude in Texas.

MR CONINE: Can we like, chain her up or
somet hi ng?

MR HAMBY: W could, but then there are al
sorts of legal problens with that.

MR. CONINE: Mbve to accept her resignation
letter with regrets.

MR. SALINAS: | will second that notion.

MS. ANDERSON:  Di scussi on?

(No response.)
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M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

MR CONINE: Now what do we do, Coach?

M5. ANDERSON: Now, M. Hanby.

MR. HAMBY: Behind the Tab 8(b) is a draft job
description that is based on comments that have been nade,
the previous job description. And what you woul d
hopefully do is, you have reviewed this, any additional
comments that you think need to be nade to it, or any
del eti ons.

The Board woul d need to approve a job
description, since this is your enployee. You have a --

M5. ANDERSON: This is what woul d be post ed,

t hen, on our web site.

MR. HAMBY: This is what woul d be posted on
wher ever you choose.

M5. ANDERSON:  Wierever we advertise.

MR. HAMBY: And sone of that is, you | ook into
the process for hiring an Executive Director. See, there
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is also the option, although I amnot sure it is one that
this Board particularly wants to do from past
conversati ons.

You could always send this out to the public to
have sone public input on it, and do the whole
prof essional hiring process by an outside consultant. But
if you choose to nove forward with this, you need to have
sonet hing that you can post, and can be readily avail abl e,
be put to the Texas Wirkforce or to the Texas Job Bank.
The Governor's Job Bank website, and nake it available in
publ i cations or wherever else you want to do it. However
you choose to |l ook for this person.

MR. BOGANY: So do we need a notion?

MR. HAMBY: You need a notion if you want to
approve this, because this is -- the hiring of an
Executive Director is considered to be a highly inportant
issue, and so it is a public docunent.

MR. BOGANY: | nobve that we accept the
requi renents that have been posted and have been draft ed.

MR. GORDON: Second.

M5. ANDERSON: Di scussi on?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
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aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries. The next
agenda item for our discussion and possible approval woul d
be the appointnent of an interimExecutive Director during
the transition.

MR. HAMBY: Actually, you didn't address --

M5. CARRINGTON: © and (d) are reversed. It is
right on the agenda. The agenda is the process.

M5. ANDERSON: It is wong in the book.

M5. CARRINGTON: Right. And then (d) is the
appoi ntnent of the interim so your materials are
reversed

MR. HAMBY: You probably want to address the
j ob search question first, before you nove on to the
interimdirector. And again, this would give direction to
staff to express where you would like this to go; trade
publications, the process that we have used for other
positions, the Deputy Director position. Were would you
like to see this?

MR. CONINE: Again, given the -- bringing a
l[ittle history to the table when we did this last tine, |

ON THE RECORD REPORTI NG
(512) 450- 0342




167

think it woul d behoove us to go to the obvi ous; NCHSA,
which is the national trade group of state housing finance
agencies. | think we need to |l et other state agenci es,
Texas state agencies, becone aware that the position is
open.

We had several applicants fromother state
agencies last tinme who were directors at other places.
amsure there are sone trade publications that m ght have
a venue for this sort of thing.

MS. ANDERSON:. Li ke Affordabl e Housi ng Fi nance,
as an exanpl e.

MR. CONINE: Correct.

MR HAMBY: What | renmenber is we discussed
this. Sonme of it depends on the back end tine |line that
you are | ooking at, because of publication and insertion
requirenents.

M5. ANDERSON: They all have online jobs.

MR. HAMBY: (Ckay. The online.

M5. ANDERSON: That one has online jobs.

MR. HAMBY: (Okay. She is talking about the
onl i ne questi on.

MS. ANDERSON: R ght.

MR. HAMBY: (kay. Not necessarily in the
publ i cations thensel ves.
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MR CONINE: And I think the normal housing
rel ated trade associations, nonprofits and the |like, there
is 1,000 of themout there. But as Ms. Anderson says,
they all have online capabilities and job postings. And I
think the word is pretty much out anyway.

But | think you ought to put the fornmal
docunent out there, so they can at |east see. And |
suspect, Madam Chair, we need to try to pick a cutoff date
on getting, you know, applications in, and goi ng through
t he pai nstaking process of review ng those applications
and getting them narrowed down to a particul ar group
havi ng i nterviews, having sonme nore discussion.

And then narrowing it down to the top three and
then ultimately sel ecting soneone. But that is what we
did last tine.

M5. ANDERSON. | think we are in a position
with the approval of the job description to post it at
| east on our site. And | think we can acconplish that
qui ckly at NCHSA and Affordabl e Housi ng Fi nance, probably.

And so that the application period, | think -- | am not

sure last tine if we had a deadline or if we left it open.

O if we want to set -- what the Board's

pl easure woul d be about setting a deadline, know ng that
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it could -- that doesn't nake a deadline the |ast deadline
you could ever set. You could always reopen it.

MR. CONINE: Right.

MS. ANDERSON. But if we get it opened up here
about the 20th of January, would a deadline of March 1, is
that too soon? | was | ooking for John Gonzal ez, because |
t hought he was going to try to conme back. But | told him
1:30 and it is 3:00.

MR CONINE: | think it is inportant that you
set one, and create a sense of urgency, because you get
all the fence straddlers who | don't know if | want to
apply for the job, or not apply for the job. | wll just
kind of hang on to see who has been applying for the job.

| think you need to --

M5. ANDERSON: Well, since her future enpl oyer
announced this last nonth, is a March 1 deadline --

MR HAMBY: Just as a rem nder to the Board.
Currently, you do not have an April neeting schedul ed.

M5. ANDERSON: Well, we will cross that bridge
when we cone to it.

MR CONINE: Al right.

MR, BOGANY: | would Iike to see us go ahead,
because we have got the rounds comng up in the cycle, to
go ahead and set a February 28 deadline to get all the
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applications in.

MR CONINE: | think that is plenty of tine.
You know, we had -- did we have a questionnaire that you
filled out, Ms. Carrington, or like a fornP O was it --

MR. BOGANY: We just took her application.

MR. CONINE: Was it just an app. Just an
i ndependent resune, drafted up by the individuals, I
guess, and submtted.

M5. CARRINGTON:. And the State of Texas job
application. You do have to fill that out. And you
didn't have a deadline. And | can tell you, it is helpful
to have a deadline.

MR. CONINE: Right.

M5. CARRI NGTON: Help to make up your m nd.

M5. ANDERSON:  And then, so we would have a
deadline of the 28th for applications. W would have
sone -- | would propose that we have sone staff review ng
everything that conmes in the door and elim nating people
that don't sort of mninmally neet qualifications.

MR HAMBY: And we can work with the online
application system W can set mninmum standards with
that, if you have the key ones that you want to address,
that you pointed out in the job description.
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MS. ANDERSON: So that then we could have a
prelimnary round of interviews, either as a Conmttee of
t he whole, or, you know, in sone subcommttee. And | sort
of want to wal k through this process wth the Board and do
it in a way that everyone is confortable with, going al
al ong.

And | am m ndful that | hope that we are going
to have a new board nenber very shortly. | have a strong
hope and reason for strong hope that we are. So that
person, although they are new, gets to participate in this
process. So that we could then be doing short |ist
interviews, certainly by the end of March or early April.

MR CONINE: And I think --

MS. ANDERSON:. Get sonebody on board by May 1,
is what | woul d be hoping.

MR CONINE: | think, if nenory serves correct,
last time -- and that doesn't affect what we do this tine.
But we did have a formal search Conmittee that narrowed
it down | think, to the top three of which the Board was
then invited to neet with all three. And it was mainly a
time consideration for the other Board nmenbers nore than

anyt hing el se, | think.

But if we need sonme process, we are going to
have to set two or three neetings | guess, in the
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meanti me, of executive sessions for interviews. And maybe
one just to discuss the applications, just to get it to
the interview stage. That is a critical cut down.

MR. HAMBY: And just as clarification, since it
is statutorily set, | assume you want to post the
Executive Director pay range that is in the budget?

M5. ANDERSON:  Yes.

MR. BOGANY: That is it.

MR. CONINE: Afraid so. Ckay.

MR, BOGANY: So we are going to -- because |
know | ast tinme when we net, and went through applications,
we did it on an off tine where we just came up for that
day, and went through them

M5. ANDERSON:. | envision this process as a
Comm ttee of the whole, not a separate search comm ttee.

MR. BOGANY: Okay.

M5. ANDERSON: And if as we go through this
process, we decide that based on the nunber of applicants
that we have or sonething that we want to appoint a
subconm ttee to have sone role in this process, then
woul d be open to doing that.

MR CONINE: | wasn't advocating a subcommttee
at all. 1 amjust saying that we need -- if we could have
March 1 as a cutoff, then we need to plan on, Board
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menbers need to plan on comng to Austin two or three
times over the next 45 days after that.

M5. ANDERSON: Right. That is a very fair
comment. W have a board neeting at present schedul ed for
the 20th of March. And so one tinme, you know --

MR. CONI NE: Be around then.

M5. ANDERSON: So, you know, we m ght have a
two day conm tment around then, for exanple, as one of the
times that we need to spend sone tine together. So |
woul d just appreciate in advance everybody -- | know that
everyone is very interested in this. This is a critical
decision for the Board. | know the staff is interested in
us, you know, giving a very serious consideration on this.

So it will take sone tine.

MR CONINE: | don't know. If everyone else is
bailing out, maybe | ought to, too.

MR. SALINAS: Pat's bailing out. Edwina is
bail i ng out.

MR CONINE: But | will be here.

M5. ANDERSON: |Is that the 20th. |Is that what
it says.

MR. CONINE: Yes. That is a Monday.

M5. ANDERSON: Onh, that is a Monday. So that
makes it kind of hard to cone in on Sunday, doesn't it.
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But we ought to -- clearly there will be some business
around the Executive Director decision around that board
nmeeting on March 20. So (a) the board neeting is critical

for everybody's attendance --

2

BOGANY: Which day is that?
CONI NE:  Monday.
ANDERSON: It is a Monday.

BOGANY: For the board neeting.

5 » & 2

ANDERSON:  And | think at that stage,

MR. HAMBY: Part of this process is, because
you are going to do it in executive session, you are going
to have to post a neeting, but go imrediately into
executive session.

M5. ANDERSON: Ri ght.

MR. HAMBY: And so we still have posting
requi renents as neeting as a Conmttee as a whol e.

MR. BOGANY: So if we are talking two days, we
are tal king Sunday and Monday?

MR. HAMBY: Sunday woul d be an unusual day to
conduct State business.

MR. BOGANY: Ch. GCkay. It is a day | don't
wor k, though

MS. ANDERSON. But we mght, and of course, |
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don't ever renenber what agenda itens are on what nonthly
board neetings. But what we mght need to do is cone in
Sunday night, or cone in early Monday, and have the first
few hours of the day dedicated to sonmething |ike an
executive session and do the board neeting in the
aft ernoon.

| nmean, | think everybody wants to be fresh and
chi pper when we are doing such things. So, but it is kind
of hard to see until we see what the beginnings of an
appl i cant pool |ooks like, to know what kind of a size of
a short listing process we are going to have.

MR. CONINE: We may have a bigger problemthan
we t hink.

M5. ANDERSON:  Yes.

MR CONINE: It will be hard to nmeasure up to
Edw na's standards.

M5. CARRI NGTON: Thank you, M. Coni ne.

M5. ANDERSON: Do we need sone sort of notion,
M. Counsel ?

MR. HAMBY: That will be great. Just the
di scussi on of what you had, the application deadline of
February 28, 2006, and post this in places simlar to
where we have posted in the past to the trade association
or public housing agency, question there.
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M5. ANDERSON: All right. Publications, trade
associations. Qher Texas -- we need a nechanismto get
to other Texas state agencies --

MR, HAMBY: Well, then it wll be posted on the
State website.

MS. ANDERSON: Ri ght.

MR. HAMBY: So what used to be the Governor's
Job Bank, but now it has a new nane, and | keep wanting to
call it the Texas Wrkforce. Wrking Texas. The Wrking
Texas website, which is also where the state application
is avail able online, for people out of state.

M5. ANDERSON: Okay. And there is not really
anot her nechanismto go out to Eds or deputies, or

what ever directly in other state agencies?

MR HAMBY: We will [ ook.

MS. ANDERSON: Ckay. Thank you.

MR. CONI NE: Local housing finance agenci es.
M5. ANDERSON: So was that a notion?

MR CONINE: That is a notion.

MR BOGANY: Second.

ANDERSON: Di scussi on?

7

(No response.)
M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
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aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: The notion carries. Thank you.
And now then, to the action itemon the appointnent of an
interimExecutive Director during the transition period.

And | guess even though state | aw requires us
to have a procedure to designate an acting director, and
even though Ms. Carrington is here through the next board
nmeeting in February, if it is the Board' s pleasure to
desi gnate that kind of a person now, that does all ow sone
transition. You know, working together kind of tine.

MR BOGANY: Do we nake recomendati ons?

M5. ANDERSON:  Soneone.

MR, HAMBY: Well, | would point out, Madam
Chair, that unlike other positions that are interim the
Board has the authority to appoint this, and there is no
expiration period of six nonths. So this doesn't harmthe
back end, if it takes longer to find an Executive
Director.

MR CONINE: Madam Chair, | would nove we
appoint Bill Dally as our interimExecutive Director
during the transition period.
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MR BOGANY: Second.

MR. CONINE: Assuming he will take it. And |
will twist his armpretty heavy.

M5. ANDERSON:  Di scussi on?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

»

ANDERSON: The notion carri es.
CONI NE:  Thank you, Bill.
ANDERSON:  Thank you, Bill.

CARRI NGTON:  Item 9.

5 » o 2

ANDERSON: Yes, ma' am

7

CARRI NGTON: Item 9 on the agenda is an
information itemfor the Board, on our proposed di saster
relief strategies. It is activities. It is NOFAs that we
have out there right now.

We have provided for you a copy of RP54,
related to disaster recovery, which is the executive order
that I mentioned earlier that was dated on January 10 of
this year. And then behind that, we have copies of two
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NCFAs for you. NOFAs are Notification of Fund
Avail ability.

The first one is for the Texas Bootstrap
Program It is $1.8 million. And this is in Housing
Trust Fund dollars. This NOFA is out now W made it
avai | abl e on Decenber 30 of 2005.

We are looking to target a |large portion of
these dollars for those counties that were directly and
extensively inpacted by Hurricane Rita, but it is not
specifically exclusive to those counties. The maxi mum
anount of funding per organization in this particular NOFA
is going to be $750, 000.

And we are accepting applications now for --
under this NOFA, and we will accept applications until al
the funds are exhausted, or August 31, 2006, which would
be the end of the state fiscal year

The second NOFA that we have in the packet for
your information is a NOFA of HOVE funds specifically for
Hurricane Rita disaster relief. And what we have
avai l abl e under this NOFA is $8.3 mllion.

And we have indicated for you, or listed for
you, the 22 counties that are the eligible counties for
t hese HOVE dollars. And there is going to be a $500, 000
maxi mum awar d anmount per each applicant.

ON THE RECORD REPORTI NG
(512) 450- 0342




180

And we have devised a three tier systemfor
fundi ng under this NOFA, and that is listed for you on
page 2 of the NOFA. The tier one counties would be
counties with nore than 20 percent of the reported damage
in the region. Tier two would be between 1 and 20
percent. And then Tier three counties would be | ess than
1 percent.

And this NOFA is currently out there now And
do we have -- is it February 28, which is our deadline on
this NOFA, or is it open until all the dollars are
requested? It is February 28, 2006.

M5. ANDERSON:  Ckay.

MR. BOGANY: Can we --

MS. CARRI NGTON:  No.

MR. BOGANY: | guess ny question is -- okay, we
have got this 8.3 mllion which can go anywhere in the
st at e.

M5. CARRINGTON: No. The 8.3 mllion is
specifically targeted to the 22 counties that we tal ked
about earlier in the tax credit program except it is 21
rat her than 22.

MR. BOGANY: All right. And so the noney we
are tal king about now, how nuch is it?

M5. CARRINGTON: It is 8.3 mllion in HOVE
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funds. And it is for eligible HOVE activities.

MR. BOGANY: Ckay. So | guess ny thought is
what is the plan to get it out that the people in those
areas that could really use the noney, know that we have
got the noney available for themto be able to take
advantage of it.

M5. CARRI NGTON: That is what our workshops are
going to be about, on the 19th and 20th; tonorrow and
Fri day.

MR. BOGANY: Ckay.

M5. CARRI NGTON:  And then al so, when M. Dally
attended the neeting that HUD convened, back three weeks
ago or so, | guess, in Beaunont, we certainly announced
that we were planning to introduce this NOFA. The NOFA
had not been introduced at that point.

MR. BOGANY: Ckay.

M5. CARRI NGTON: But we announced to that group
that this 8.3 mlIlion was going to be avail able, along
with the 1, 8.

MR. BOGANY: Ckay.

M5. CARRINGTON: The 1.8 in Housing Trust Fund
dollars on Bootstrap really is available statew de,
al though we are trying to target it and focus it to those
areas that were inpacted by the hurricane.
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MR. BOGANY: Ckay. |Is it possible that we at
| east do a press conference in those areas? Like down in
that region, whether it is Beaunont or Port Arthur or
sonething to that nature, so people really -- | amjust
concer ned.

And | know we have got two neetings. But who
is going to be there, and who is going to conme. And there
may be sone non-profits who are really needy, who don't
know. Sort of like M. Conine, the last guy in the door
sort of thing.

M5. ANDERSON: O course, the HOVE funds, the
only eligible applicants are counties. Al 21 counties
know about it.

MR. BOGANY: Ckay.

M5. ANDERSON: Now, on the self-help program
wi th the Housing Trust Fund, | too share your concern that
we get the notice, that we spread the word about this.

M5. CARRINGTON:  And our OCl staff is in the
room And | see them shaking their heads in
acknow edgnent that we certainly need to make sure that
these dollars are applied for, and applied for very
qui ckly. Because we know that the need is there, we have
the dollars available, so we will match the need with the
dol | ars.
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M5. ANDERSON: Have we tal ked, Ms. Carrington,
with the statewi de Habitat group that wasn't sel ected
under the Bootstraps we just approved? Particularly
focused on their lots, the lots they have in Jefferson
County?

MS. CARRI NGTON:  Honer, M. Cabello, do you
want to come up and answer Ms. Anderson's question?

MR. CABELLO Honer Cabello. | net with the
Habitat affiliates statew de, Tuesday norning at 9:00. W
di scussed the deficiencies in their contract, in the
regul ar Bootstrap application.

They also infornmed all the other 80 Habitat
affiliates in the state, nore particularly the ones in the
22-region county. And the Beaunont Habitat affiliate and
the Orange County Habitat affiliate are already preparing
applications to submt. And we are al so asking the
Beaunont Habitat affiliate to consider doing some houses
in Port Arthur.

MR. BOGANY: Ckay.

M5. ANDERSON: Thank you. Al good to hear.

M5. CARRINGTON:  And | can assure you, M.
Bogany, and the Board, that if we are not getting what we
feel is a sufficient nunber of applications to utilize the
funds, we will do what we need to do in stepping up and
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mar ket i ng and advertising, press conferences, notices
agai n through our Listserv.

MR. BOGANY: Ckay.

M5. CARRI NGTON: The next itemfor the Board's
consideration is Item10. And this is an itemthat we do
need an approval for, fromthe Board. Wat we are
requesting is approval for TDHCA to be the sponsoring
agency for the Texas Associ ation of Realtors Housing
Qpportunity Fund |icense plate program

Texas Associ ation of Realtors approached us,
and they want to sponsor a specialty license plate program
that would say | ama Texas realtor. And we have a
picture of that in the board book.

M5. ANDERSON: Does M. Bogany get the first
plate off the press?

M5. CARRI NGTON:  You know, | bet Bennie MMhon
gets the first plate off the press. | amnot sure,

t hough. And to apply to TxDoT, the Texas Departnent of
Transportation, an entity nmust have a sponsoring state
agency. TDHCA is on that list with TxDoT to be a
sponsoring state agency.

So because of our very successful housing
initiative with the Texas Association of Realtors,
specifically related to our single-famly program and the
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website, and the educational programthat we have with

t hem now, Texas Association of Realtors approached us and
sai d, would you be our sponsoring agency for these
specialty license plates. So we have provided for you a
copy of the letter fromM. MMbhan to nme, requesting

t his.

And they will use, they being Texas Associ ation
of Realtors, the dollars -- they will actually receive $22
out of the $30 fee that goes for these specialty license
plates, and it will go into the non-profit that the Texas
Associ ation of Realtors has created. And that non-profit
wi |l fund various kinds of housing initiatives and housing
requests around the state.

We did neet |ast week, | guess with a couple of
their attorneys. John Gormiey is in the audience. Kevin
was there. Bill and | were there. W asked sone
guestions about the mechanics of how this would work. It
i's my understandi ng that many request specialty |license
pl ates, yet few are granted.

But we are hopeful that this will be a request
that will be | ooked upon favorably by TxDoT. And | gather
it wll be sonmetime this sumer before we know whet her we,
whet her TAR is going to be accepted. But we are
requesting, and staff is recommending that we serve as the
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sponsoring entity with the Texas Association of Realtors
for their specialty |license plates.

MR. BOGANY: So noved.
CONI NE:  Second. A reluctant second.

ANDERSON: Di scussi on?

2 5 3

CONI NE:  When you had your discussion with
the staff of TAR did the subject of the funds goi ng over
to the Housing Trust Fund instead of their non-profit, did
t hat ever cone up?

M5. CARRINGTON: No, sir. It did not.

MR. CONI NE: Wbnder what they woul d think about
that, but they probably wouldn't | ook favorably on it.
But | just thought | would bring it up anyway, to see if
they m ght think about hel ping us seed the Housing Trust
Fund as we nove forward.

MR. GORDON: Maybe half of it. W could split

MR. CONI NE: Yes.

MR. BOGANY: Well, our thoughts are that we
have got an affordabl e housing on our owmn at the Texas
Associ ation of Realtors. And | think this is one of the
i ssues to being able to try to help fund this on the
process. And | just think with the good will and the
busi ness that we bridge together in trying to inprove the
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agencies, | just think this is something we ought to do to
help them and help themtry to fund their affordable
housi ng side of it also on that end.

And | think that is the reason they didn't cone
to us on our affordabl e housing side, because they have
got the sane non-profit setup on their end.

MR. CONINE: The fact that we get to hold $22
of your noney for a little while, just excites ne.

M5. ANDERSON: Any ot her discussion?

(No response.)

M5. ANDERSON: Hearing none, | assune we are
ready to vote. All in favor of the notion, please say
aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

M5. CARRINGTON: The | ast action itemfor the
Board's consideration this afternoon is review and
approval of the purchase of a software programcalled
HAPPY, H A-P-P-Y, which is a software programthat the
Department would use in its Section 8 program Staff is
recommendi ng the approval for the purchase of the HAPPY
housing pro software. This was an itemthat was put in
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our capital budget in this biennium W requested
$65,000. We did put out a request for offers to | ook at
vari ous software prograns that m ght be available to
assist us in the admnistration of our Section 8 program
We are currently doing the necessary financial and
conpliance work in our Section 8 programw th basically
three | egacy systens that are internal to the Departnent.
This woul d conbi ne those three systens into one. This is
a systemthat is well recognized in the industry. Many
housi ng authorities around the country that adm nister
Section 8 prograns are using this software program And |
am happy to report that it does |look like that our bid is
actually comng in at a little bit nore than 49,000 on an
annual basis, and staff is recommendi ng the purchase of
this software. W have provided for you on the back of

the action itemthe variety of benefits that we believe we

will derive by inplenmenting this systemin our Section 8
pr ogr am

MR. BOGANY: So noved.

MR SALINAS: | wll second.

MR CONINE: 1'Il be happy second.

MS. ANDERSON:. Just to clarify, | think you
just said $49,000 a year. That is not what you neant.
Ri ght ?
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M5. CARRINGTON: No. It is not what | neant.

MR, SALI NAS: 65, 000.

M5. CARRI NGTON: The purchase price is a little
over 49,000. And then our maintenance fee, | think it was
l'i ke $5,000 or $7,000. Yes. Thank you, Ms. Anderson.

M5. ANDERSON: Ckay. Any other discussion?

(No response.)

MS. ANDERSON:. Hearing none, | assune we are
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries. M.
Carri ngt on.

M5. CARRI NGTON: Board report itens. The first
is outreach activities for both Novenber and Decenber. In
Novenber, we noted our Senate Finance hearing in Beaunont
where we had a good contingent |led by Ms. Anderson, who
did testify at that hearing. W also had Decenber, and as
| was |ooking at this last night, | saw that our Decenber
trip to Beaunont did not get included in this report.

The next itemis a report itemthat M. Conine
asked us for at the last board neeting. And the request
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was to provide information regardi ng vacancy status or
occupancy status of our nmulti-famly units that were set
aside for persons with disabilities.

And 2002 was the first year in the QAP which
requi red Section 504 conpliance. W have had 291 units
t hat have been constructed or adapted for persons with
disabilities. O those 259, we currently -- of the 259
that are currently occupied, 32 are vacant, and basically
maki ng 89 percent of those units that we have avail abl e
since 2002 occupied by famlies or individuals who qualify
under the 504 requirenments or guidelines.

MR. CONINE: Are you positive about that? And
the reason | am asking, is because the way | read this
was, it said they were occupied. It didn't say they were
occupi ed by persons with disabilities. And | wanted to
clarify that.

M5. CARRINGTON: Well, | would ask M chael
Lytle who is our Director of Policy and Public Affairs, or
whoever the other appropriate staff person m ght be.
had understood this to be occupied by famlies or
i ndi vi dual s who were 504 qualifi ed.

MR. LYTLE: M chael Lytle, Director of Policy
and Public Affairs. | have asked Patricia Mirphy from our
Conpliance Division to join ne, since she worked with ne
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on this project. But my understanding on the data is that
those units are occupied by persons with disabilities.

M5. MJURPHY: Patricia Mirphy, manager of
conpliance nonitoring. M. Conine, the information is if
they are occupied or not. And we do not have information
as to whether those people are disabled or not.

MR. CONINE: Do we have the ability to drill
down that deep?

M5. MURPHY: No, we do not. And it is possibly
a violation of Fair Housing Laws to require property
owners to get that information.

MR. CONINE: Ckay. Thank you very nuch.

MS. ANDERSON:  Next.

M5. CARRI NGTON:  Moving right along. The next
one is a report that we provide to the Board on a
quarterly basis. And this report identifies changes in
ownership on our multi-famly properties, both tax credit
and bond properties. These approvals are done
adm ni stratively.

There are many requirenents that we require for
a new owner who is taking over a property, and the right-
hand col um of this sheet does provide you the reasons
that we had the request for, and did approve a change in
ownership on each of these properties. | would be happy
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to answer any questions you m ght have on that.

And then the last one is an itemthat was put
on the agenda as a report itemat the suggestion of our
General Counsel. And this is a process that we are
currently using relating to reservations for our 4 percent
housi ng tax credit applications.

As you all have discovered this year, and
actually last year, an applicant applying for private
activity bonds can basically go part of the way through
the process, and then pull out, and then reapply and cone
back. And we have been asked the question of how many
ti mes can they cone back

And at this point, thereis nolimt to the
anount of tinme that a devel oper can cone back. And there
certainly are a variety of reasons for why they m ght
termnate or wthdraw fromthe application cycle.

And so what we have outlined for you are the
two options. A better word m ght be the two processes we
are using on these tax-exenpt bond applications.

The first one is a process we use if they
wi t hdraw and reapply in | ess than six nonths and
everything stays the sane within the application. Then we
tell you there what we are requiring fromthem

The process nunber two is if this new docket
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nunber, i.e. the nunber that is issued by the Bond Revi ew
Board is issued nore than six nonths after the date of the
original application, and if the application does include
changes. So this is a process that we are currently
using, and we wanted to |l et the Board know about it and be
avai |l abl e to answer any questions that you all may have
related to it.

MR. CONI NE: Have you had any feedback fromthe
devel opnent conmunity?

M5. CARRINGTON: Well, it is a process that we
basically are currently using that has been in place for
think a few nonths, hasn't it? Really, it started
probably | ast year when we had so much vol une cap that
devel opers were figuring out if they ran into obstacles or
if they missed a deadline or they didn't get their signage
up, or if they had sonme issues with underwiting, that
they could pull out and then conme back. And we had t hat
happeni ng so much that we basically nenorialized how we
woul d handl e those applications.

M5. BOSTON: That is exactly right. And |
woul d just follow up. The feedback we have gotten is from
the fol ks who weren't changing anything. They are real
happy. They like it nmuch better, instead of having to
redo an entire app.
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| think for some applicants who may only be
needing to do |like some m nor changes, aren't real
thrilled that they have to redo the entire application.

But in talking it through, it was kind of a slippery
sl ope. And where do you draw the |ine on what is
significant and what is not?

M5. ANDERSON: Let me ask you a question froma
di fferent point of view which is a nei ghborhood
association's point of view And under option one, if
not hi ng changes in the application, they don't have to
renotify. The application doesn't have to -- so let's say
we have a devel opnent that has significant nei ghborhood
opposition. But the Board in its neeting votes to approve
t he devel opnent and the 4 percent credits for that deal.

Then that applicant withdraws and then submts
t he sane application and the nei ghborhood only knows that
they withdrew. And we don't have to notify the
nei ghbor hood that they have -- there is no notification
required to be reissued; that they have now cone back to
life. That doesn't seemfair to the nei ghborhood.

M5. BOSTON: We are still redoing our
notification requirenent because it is statutory, and it
is an application comng in. But that is an excellent
poi nt .
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M5. ANDERSON: And what is our -- when you say
that we would still be doing our notification.

M5. BOSTON. For the Agency. W also do
notifications to anyone who is listed in the applications.
So to the extent that they provided us with information

about nei ghbor hood organi zations originally, we would
notify those organi zations, as well as all the officials.

MR. CONINE: Elected officials. Yes.

M5. BOSTON: Yes. And if you also file your
statenent, obviously, the Board did approve it. So I
guess - -

MS5. ANDERSON. Well, but we approved it over
nei ghbor hood opposition, and the character of nei ghborhood
opposition can change over tine, just as the character of
an application can change over time. And you are saying
that if the application changes, it comes back to us. But
if the application doesn't change, although we don't know
that if the nei ghborhood -- you know, | amjust concerned
that we have spent. You know right or wong, we get
criticized fromtine to tine about it being insensitive to
nei ghbor hood concerns. And this to ne --

MR. CONINE: But if we approved it, though,
then why don't they go build it? Wy would they w thdraw.

M5. BOSTON: Well, the circunstance would be if
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for sone reason if they couldn't get it closed quickly
enough before the bonds expired.

MR. CONI NE: Ckay.

M5. BOSTON: O they couldn't get their zoning
title quickly enough, or whatever the case is.

MR. CONI NE: Ckay.

M5. BOSTON: They, because there is so much
extra bond authority right now, they would just return
their reservation and then resubmt a new one. And then
they start the process back. But the deal remains
identical. The main thing that changes is their
reservation lot nunber. | nean, that is the only --

MR. CONI NE: Ckay.

M5. ANDERSON: | don't think we have to sol ve
it at 3:25 in the afternoon. But | will just be on record
that | amnot fully confortable with this, and ask that we
need to give us sone tine, other than 3:30 in the
afternoon. Now that | understand what this is about.

M5. BOSTON. Ckay.

MS. ANDERSON:. | consider it an open item and
not a cl osed case.

M5. BOSTON: Very good.

M5. ANDERSON: W can cone back to it at a
future time.
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M5. CARRINGTON: Is that it?

M5. ANDERSON: Yes. |Is that it? That is it.
That is all she wote.

MR. BOGANY: So do we nove to adjourn? So
noved.

MR SALI NAS: Second.

M5. ANDERSON: We stand adj ourned. Thank you.

(Wher eupon the hearing was adjourned.)
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