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| NDE X

AGENDA | TEM

CALL TO ORDER, ROLL CALL
CERTI FI CATI ON OF QUCORUM

PUBLI C COVIMVENT

ACTI ON | TEMS

ltem 1

[tem 2

l[tem 3

Presentati on, Di scussion and Possi bl e
Approval of Mnutes of the Board Meeting
of February 15, 2006

Presentation and Di scussion of the Findings
of the Recently Conpl eted Market Study of

t he Houston Metropolitan Statistical

Area (MSA) by Vogt WIIlians & Bowen

Presentati on, Di scussi on and Possi bl e
Approval of Housing Tax Credit I|tens:

a) Housi ng Tax Credit Anmendnents
03254 Bayou Bend, Waller, Waller
County
05243 Villas of Hubbard, Hi Il County

b) Housi ng Tax Credit Extensions for
Commencenent of Substanti al
Construction
04200 Alvin Manor Estates, Alvin,
Brazoria County

04203 Alvin Manor, Alvin, Brazoria
County

04224 Comons of Grace Apartnents,
Harris County

c) Adoption of Anendnents to Title 10,
Part 1, Chapter 50, 2006 Housi ng Tax
Credit Program Qualified Allocation
Pl an and Rul es, 850.9(1)(6), regarding
the Level of Community Support from
State Elected Oficials

d) | ssuance of Determ nation on Tax-
Exenpt Bond Transactions with O her
| ssuers:

05452 Li ndberg Parc Seni or Apartnents,
Fort Worth, Texas
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ltem 4

Tarrant County is the |ssuer

Requested Credit Anpunt of $756, 098

05450 TownParc at Bastrop, Bastrop, 83
Texas

Bastrop HFC i s the Issuer

Recommended Credit Amount of $760, 050

05454 Lodge at Silverdal e Apartnent 84
Homes, Conroe, Texas

Mont gomery County HFC is the |ssuer
Recommended Credit Anmount of $606, 538

060402 Hi |l | crest Manor Seni or 84
Communi ty, Lubbock, Texas

Lubbock HFC is the | ssuer

Request ed Anount of $629, 797

060405 Sea Breeze Senior Apartnents, 85
Corpus Christi, Texas

Sea Breeze, a Public Facilities Corp.,

is the Issuer

Recommended Credit Amount of $614, 145

Presentati on, Di scussion and Possi bl e
Approval Miltifamly Private Activity Bond
Program

a)

Proposed | ssuance of Miultifamly

Mort gage Revenue Bonds and Four Percent
(49 Housing Tax Credits with TDHCA

as the Issuer For:

05618 Creeksi de Manor Senior Comunity, 90
Kill een, Texas
in an Anount Not to Exceed $10, 300, 000

and | ssuance of a Determ nation Notice
(Recomended Credit Anpunt of $390, 353)

05626 Bella Vista Apartnents, 121
Gai nesvill e, Texas

in an Anount Not to Exceed $6, 800, 000

and | ssuance of a Determ nation Notice

(Recomended Credit Anpunt of $518, 676)

05631 Generations at Mansfield, 100
Mansfi el d, Texas

in an Anount Not to Exceed $16, 100, 000

and | ssuance of a Determ nation Notice

(Requested Credit Anount of $791, 769)

05627 Skyline at Gty Park
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b)

Apart ment s, 146
Houst on, Texas
in an Anount Not to Exceed $13, 300, 000
and | ssuance of a Determ nation Notice
(Recomended Credit Anpunt of $821,219)

| nducenent Resol ution Declaring to 174
| ssue Multifam |y Housing Mrtgage

Revenue Bonds for Devel opnents

Throughout the State of Texas and

Aut hori zing the Filing of Related
Applications for the Allocation of

Private Activity Bonds with the Texas

Bond Revi ew Board for Program Year 2006

2006- 011 Par kwest Apartnent Hones,
Houst on, Texas

2006- 012 Enni s Senior Estates,
Enni s, Texas

ltem5 Presentati on, Di scussi on and Possi bl e
Approval of Programmatic |tens:

a)
b)
c)

Section 8 Annual PHA Pl an 176
Section 8 Paynent Standards 176

Proposed | ssuance of Comm tnents 178
for HOVE Rental Devel opnents For:

060401 Nort hwest Residential,
CGeor get own, Texas

in an Anount Not to Exceed $1, 950, 000

(Def erred)

060008 Hayden Ri dge, G anbury, Texas
in an Anpunt Not to Exceed $420, 000

( Appr oved)

05265 Fam |y Estates of Bridgeport V, 196
Af f or dabl e Housi ng of Parker County,
Bridgeport, Texas in an Amount Not to
Exceed $358, 800 (CHDO Rental Funds)

and $16, 000 ( CHDO QOper ati ng)

ltem 6 Presentati on, Di scussi on and Possi bl e
Approval of Financial Itens:

a)

Approval of Prospective Single Famly 197
Mort gage Revenue Bond | ssues and
Prograns for 2006
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ltem 7

b)

f)

g9)

Prelimnary Approval of Single Famly 202
Mort gage Revenue Bonds, 2006 Series A
and 2006 Series B

Approval of Resolution Anendnent for 207
Single Fam |y Mrtgage Revenue Bonds,
2004 Series And 2004 Series B

Approval of Investnent Policy 208

Approval of Loan Star Mrtgage 210
Program I nterest Rate Reset

Approval of 2006 Mortgage Credit 211
Certificate Program

Approval of Asset Managenent Oversight 213
Agreenment with Texas State Affordable
Housi ng Cor poration ( TSAHC)

Presentati on, Di scussi on and Possi bl e
Ratification of:

a)

b)

Di saster Relief Contracts in Response 216
to NOFAs Announcing $8.3 mllion in

HOVE Funds and $1.8 million in Housing
Trust Funds Awarded by the Executive
Director under the Katrina Board Policy
Approved at the Septenber 16, 2005 Board
Meeting and as Amended at the October 13,
2005 Board Meeting to Include Rita

| npact ed Areas

TDHCA Activities Regarding $74,523,000 217
in Community Devel opnent Bl ock G ant
(CDBG Funds Provided under HR 2863
Through the Departnent of Housing and

Ur ban Devel opnent NOFA

EXECUTI VE SESS| ON 89

OPEN SESSI ON
REPORT | TEMS
ADJ OURN

90
221
221
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PROCEEDIL NGS

MR. GONZALEZ: The first item of business is
the roll call

MR. HAMBY: Actually, M. CGonzal ez, the first
order of business would probably be to elect a tenporary
chairman since the chairman is absent.

MR. GONZALEZ: Recogni ze Shad.

MR. BOGANY: |1'd like to get this neeting
rolling. Qur chair and our vice-chair is not able to be
here today, and so what we're going to do is elect a
tenporary chair, and I'd Iike to nove that Vidal Gonzal ez
be el ected tenporary chair.

MAYOR SALI NAS:  Second.

MR GONZALEZ: W have a notion and a second,
seconded by Mayor Sali nas.

At this point | would like to recognize the new
board nenber that has been al ready approved and sworn in,
and that's M. Dionicio Vidal Sonny Flores. He was
previously with the General Services Comm ssion Board;
he's currently the president of PEC Corporation; he's from
Houston; and he's class of '58 from Texas A&M University.

W'd like to wel cone you onboard.
(Appl ause.)
MR GONZALEZ: W have a notion and a second.
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Al'l those in favor, please indicate by saying aye.

(A chorus of ayes.)

MR. GONZALEZ: All opposed?

(No response.)

MR GONZALEZ: Mbtion carries.

We'll go over the board of directors roll cal
at this point. Beth Anderson should be joining us |ater,
she's absent at this tinme. Kent Conine is absent at this
tinme.

Mayor Sal i nas?

MAYOR SALI NAS: Here.

GONZALEZ: Shad Bogany?
BOGANY: Here.

GONZALEZ: And M. Flores?

2 » 3 3

FLORES: Here.

MR, GONZALEZ: And | do have a question. Do
you go by Sonny or Dionicio?

MR, FLORES: | was naned after ny father and ny
grandf at her, and then my nother was in the receiving room
at ny house, not know ng that the doctor insisted on a
name before he wal ked out the door, and ny grandfather and
nmy father nanmed ne after thenselves, and ny nother bal ked
begi nni ng day one, and |'ve been called Sonny by her al
her life, so if you'd call ne that, I'd appreciate it.
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MR. GONZALEZ: kay, that's great. For all the
rest, it's M. Board Menber, | guess.

(CGeneral |aughter.)

MR, GONZALEZ: We've got sone w tness
affirmation fornms, and so we'll go into the public
coment. W're going tolimt the public coment to two
mnutes, and I'll start off with the first one, M.

Granger MacDonal d, who has been here since early in the
nor ni ng, chonping at the bit.

MR. MacDONALD: Thank you, M. Chairnman.
Congratul ations, | think. Anyway, you can see after a few
nmeeti ngs whether you think that's good or not.

(CGeneral |aughter.)

MR. MacDONALD: 1'd |Iike to encourage the board
to consider forward commtnents in Regions 3 and 9 this
term The GO Zone for the Houston Katrina/Rita situation
is very well established and very needed, but Dallas and
San Antonio are deeply affected by the hurricanes. W've
got 100 percent occupancy in both communiti es.

We finished a property in early Septenber in
Dal l as, 150 units, it was 100 percent |eased by the end of
Cctober. 1'd love to tell you it's the world' s greatest
property because | believe that, but | think that the
stormhad a lot to do with it. There are no available
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units for people to rent for |ow inconme housing right now
in Dallas; San Antonio is the same way. W brought 250
units of rehab online in | ate August, we have a huge
waiting list there already.

Bot h conmuni ti es shoul d have been sonehow
considered in the sanme situation for the additional funds
that the GO Zone was, and I'd |ike for you to consider
forward conmtnments as the tinme beconmes appropriate in the
next few nonths.

Thank you.

MR. GONZALEZ: Thank you.

Qur next person is Robert J. Wod, city manager
from Fl atoni a

MR, WOOD: Good norning. M nane is Robert
Wod. I|I'mthe city manager of the City of Flatonia, and
|"mhere to cooment briefly on sonme of the changes that
were made recently to the HOVE Program Wat | wanted to
say quickly is that | think some of the changes m ght
actually be quite negative as far as the outcone that they
will bring to the people that are involved in the program

The first issue is with the change that nade
the grants becone forgivable loans -- | think that's the
plan for the next application cycle. And the problemwth
that is that | think it will actually hurt the famlies in
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a nunmber of ways. One of those is that if the person
should die and the famly ends up having to sell the hone
to pay that | oan back, it could end up | eading to sone
peopl e not having a hone for one thing, people that live
in that house.

It could al so cause a probl em where when you're
trying to get people to apply, they're going to ask the
question what happens if | should die, and you expl ain
well, the famly would have to sell the house to pay this
loan off, and | think a ot of people will end up deciding
that they will be better off staying in a substandard hone
that they own outright and they'll feel that even though
it's not a great house, it's their house and they won't
lose it when they die and their famly wll keep the
house. So I think there's naybe sonme unint ended
consequences there with that change.

The other issue | see with that is | think that
the inplenmentation of that new policy -- | think the idea
behind the policy, ny understanding, is that it would
bring noney back into the programthat could be used to
build nore honmes and keep that programgoing -- | think
the actual inplementation of that idea will end up costing
nore noney than it will bring back into the program It
wi |l be expensive to do sone of the valuations and have

ON THE RECORD REPORTI NG
(512) 450- 0342




11

t he surveys and di fferent docunents done that are going to
be required; if you' re going to have to get an apprai sal
done, that's going to cost noney; and once you add up al
that noney, it's going to actually, | think, end up being
a negative kind of drain on the programrather than

bri ngi ng noney back in.

The other issue that | think is inmportant, one
of the changes is that the term of the program has been
| essened from 24 nonths to 18 nonths. W're currently
involved in a grant right now, we've received a grant,
we're working on that; we had to ask for an extension
because the 24 nonths was even not sufficient for us.
It's tough to get through that program so | think the 18
months is going to nake it even harder to get it done.

So | hope the board m ght be able to reconsider
t hose changes.

MR. GONZALEZ: Thank you. \Where were you | ast
nont h?

MR. WOOD: Yes, there was a problemw th
getting here, but nmy understanding is that there were
people and | sent in witten conments because | coul dn't
make it. | sent in witten comments and | heard there
were some people here, but it |ooks |ike the changes were
approved anyway.
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MR, GONZALEZ: Ckay. Any questions from any
board nenber ?

(No response.)

MR, GONZALEZ: Thank you.

MR. WOOD: Thank you.

MR, GONZALEZ: The next person, M. Raul Reyes.

MAYOR REYES: Good norning, board nenmbers. W
name i s Raul Reyes and |I'mthe mayor of the Cty of E
Ceni zo. |1've cone here to protest the changes adopted to
t he 2006- 2007 HOVE Program | understand that public
comments have al ready been heard regarding this issue and
that it had little effect on the board' s deci sion.

|"malso aware that this is nerely a public
comment period, and as such, there is no agenda item
regarding this protest for the adopted changes. However,
| believe it is imensely inportant for ne to speak out.
| have conme here today with hopes that enough effort and
enough voi ces that the TDHCA may hear the frustration and

di sappoi ntnent that rural Texas feels concerning the HOMVE

Pr ogr am

If you will allow ne to, | have sone letters
her e.

MAYOR SALI NAS: \What are you really conplaining
about ?
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MAYOR REYES: Well, in nost part I'mgoing to
be conpl ai ni ng about the increased costs associated with
the HOVE Program the substantial increase in soft costs
due to the closing costs that nust be paid for each hone.

O course, these fees will nost |likely need to be paid
out fromthe matching funds that each community wll be
required to contribute, and especially if a community has
hired a managenent conpany to assist in the inplenentation
of the HOVE awar d.

This fact seens in direct contradiction to the
U. S. Departnent of Housing and Urban Devel opnent
menor andum dat ed Cct ober 4, 2005 which you have.

May | continue?

MAYOR SALI NAS:  Who takes care of the HOMVE
Program on the staff?

MR, DALLY: Eric Pike. Eric Pike is anay at a
wor kshop today that he had previously commtted to.

MAYOR SALINAS: We did discuss this the |ast
time we approved the HOVE Program

M5. ANDERSON. This isn't an agenda item for
us, it's just they're wel cone to nake public comrent.

MAYOR SALINAS: | know. |I'mjust trying to |et
hi m know t hat we have gone through this whole program a
nmont h ago.
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M5. ANDERSON: For several nonths, actually.

MAYOR REYES: And | do understand that. | just
thought it's inportant for you to realize the inpact that
this will have on rural Texas cities.

MAYOR SALINAS:  Well, we understand that, but
we tal ked about it for quite sone tine and apparently you
didn't know about it. Sonehow you didn't have the
interest to talk to our staff. W had a |ot of discussion
on it, and we went ahead and did what we had to do. But
you can go back and get together with the staff nenbers.
| don't know how we can hel p you

MAYCR REYES: Thank you, sir.

MAYCOR SALI NAS: Thank you.

M5. ANDERSON: The next witness is M. Jerry
Agan of Presidio County, and the next person wll be
Abrigal Otega.

JUDGE AGAN. Thank you. My nane is Jerry Agan,
|'"'m Presidio County judge. |'malso here today to speak
about ny concern | have with the soft costs. W didn't
make written comments during the public forum and I al so
understand that nost of the coments nmade were against the
changes in the soft costs.

And |I'm here today just to kind of tell you
what woul d happen to this programin Presidio County.
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At present we are planning to rehab ten houses
under the current program the changes woul d drop that
down to five, a $250,000 cap. | brought sonme charts here
today to show what that soft cost would add through the
changes that you have nmade to this program

The way it's set up nowis the currently
approved rules would require two appraisals, a survey, a
home title policy, recording fees, |egal docunent
preparation, a homeowner's insurance policy, and possibly
fl ood insurance per honme. On average these costs would
add up to about $2,500 per home, and if we did five houses
at $275,000, it would $12,500 to the cost of the program

Those are soft costs. And we'd have to do away with
having an adm nistrator for this project or it would have
to come out of the in-kind share which would no | onger be
i n-kind but be cash.

Presidio County is 184th econom cally out of
254 counties; cash is very inportant to us, this program
is very inportant to us. This last program we had, we had
over 30 applicants and we were able to do ten. So if you
add these costs on to it, | doubt that Presidio County
will be able to participate in the HOVE Program That's
the bottom i ne.

Yes, sir?
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MR. BOGANY: | had a question. Have you went
back to the -- are you asking us to pick up this cost with

t he new changes that we had? Wo was picking up this cost

bef ore?

JUDGE AGAN. These costs weren't required
bef ore.

MR. BOGANY: But if we're naking a | oan or
giving this noney, | think we ought to knowif it has a

clean title on it.

JUDGE AGAN: | understand that conpletely, and
| agree that the program should be administered with this
in mnd. But we do that now, we make sure that the title
is clear.

MR. BOGANY: How do you do that?

JUDGE AGAN. We go through a grant application
process. And like | say, we had over 30 applicants this
| ast time around and we boil it down to the ten nost
qualified. Now, nobst of our nost qualified we have down
on the border area in the city Presidio and right outside
of it is where the hones are |located. W have 15 percent
unenpl oynmrent down there, average incone is about $15,000 a
year.

What we're doing now, as we rehab the houses,
we' re asking the occupants -- and these are elderly
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peopl e, nost of them of | ow economc status -- to nove out
while the rehab is taking place which is an additional
charge, and then the houses that we're doing will be al
electric. W don't know what the electric bills are going
to do. Fortunately, in that area the winters aren't very
cold, but still they're cold, and these are elderly people
on fixed inconmes, so their utility cost is going to go up

They realize that and they're willing to take that into
consi der ati on.

But what we tell themis that after the rehab
is done -- because basically what we're doing is we're
repl aci ng the houses. The houses are substandard so we
scrape and rebuild at a cost of $49,000 per house -- we
also tell themto be prepared that the appraisal is going
to go up on the house and their property taxes wl|
increase. Now, we're |ooking at doing an exenption for 65
and over on sone of these houses, but they're still going
to cone up

So | would just ask you if you woul d reconsi der
what the soft costs of the HOME Program are going to do
and what it will do to affect the rural border
conmmuni ties.

Thank you.

M5. ANDERSON: Ms. Ortega is the next w tness.
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We have 17 people who want to address the HOVE
rules, and as the mayor pointed out, we have been
di scussing these rules since last fall, and we have a
process where we take a | ot of public conmment and we have
public hearings and so forth, and just like you all, as
el ected officials and appointed officials in your hone
comunities have processes for how you take public conment
and have public hearings. So |I'mgoing to ask that the
remai ning 17 witnesses on the HOVE Programlimt their
comments to two mi nutes each. Thank you.

Ms. Ortega.

M5. ORTEGA: Good norning. M nane is Abby
Otega from Hudspeth County. |[|'ve been here before since
| was here at the HOVE inpl enentati on workshop and | was
here at the roundtable, and we did try to encourage you
all on your decisions that you nade. W tried to
encourage you and di scourage you on sone of the choices
that you made. Sone of them have been addressed al ready
regardi ng the grants changed to deferred forgivabl e | oans,
and since our tal king space has been mnimzed, | just
want to speak out ny dissatisfaction of your deci sion.

W did try, | have been here, | have nade
public conment on the issue, and I just wanted to notify
you of that.
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MR. GONZALEZ: Can you touch on what
specifically?

M5. ORTEGA: The deferred forgivable | oan,
changed fromthe grant to the loan. And | know you
al ready made your decision but I hope to encourage you to
reconsider, if possible, with all our coments.

MAYOR SALINAS: Do you get a grant?

M5. ORTEGA: Yes, we do.

MAYCOR SALI NAS: How nuch is the grant?

M5. ORTEGA: For two hones it was about
$124,000 for hard and soft costs and | think it was |ike
$4, 000 for administrative costs.

MAYOR SALI NAS:  You only had two hones?

M5. ORTEGA: For two hones, yes, sir.

MAYOR SALI NAS: You're right next to El Paso.

Ri ght ?

M5. ORTEGA: We're right next to El Paso, yes,
sir

That is ny comrent. Appreciate your tine.
Thank you.

2

FLORES: What county are you fronf

»

ORTEGA: Hudspeth County.
M5. ANDERSON: Thank you
The next wtness is Jame Wlch, and after
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t hat, Becky Dean-Wal ker .

M5. WELCH. Good norning. M/ nanme is Jame
Welch and I'mfromthe Cty of Deleon in Comanche County,
and | have appeared before the board every single tine you
convened and every roundtabl e.

The issue I'd Iike to speak on, once again, is
what has been discussed a |ot, and that is changing the
program fromgrant to deferred forgivable.

Qur county and our city is very passionate
about this issue due to the elderly that we try to
service, the low incone ratio, and Ms. Anderson, you've
heard nme say this over and over again. The grant program
trying to get people to even believe that a grant program
will help them | went into all of these honmes for these
el derly people -- and | spoke last tinme of what grace and
el egance they had to be as poor as they are -- trying to
convince themto allow us to build their home on a grant.

| know that it's going to be devastating in our
city if we go with the deferred forgivable. These people
don't have anything except their hones, and to themthis
is a heritage to hand to their children. There's no way
they woul d take a chance of putting their children in
debt. And by saying that, | say that because a hone, say
you build a hone for $49,000 and it's a governnent-built
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home, we're building five just like it inthe city, if
they live six nonths, they're not going to get $49,000 for
that home which tells nme, quick math, that that estate is
going to go into arrears before they ever get started.

That's some of the issues. Sone of the issues
that go along with that, even if they're relocated into
assisted living, | just have some real concerns about that
and how it would serve our community. That's the
strongest issue.

Qur mayor pro-tem she could just give you a
handout and I'Il let you look at that, and that will speak
for itself.

MAYOR SALI NAS: What you're saying, the grant
t hat we give you for $49,000, don't you think that they'l]|
keep it for as long as they live?

M5. WELCH: As long as they live, but | know on
this grant we have a couple that are very elderly.

MAYOR SALI NAS: \What are you sayi ng?

M5. WELCH. Eighty years old, and if that man
passes away, his estate will have to sell that hone for
what ever they can get for it and repay the | oan.

MR. BOGANY: But don't you think the house is
worth nmore now, and if it's not worth $49, 000, why were
you investing $49, 000?
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M5. WELCH. It would be worth it in Arlington,
Texas or Mansfield, Texas where | cane from but |'ve
lived here five years. Deleon, Texas, the real estate is
just not what it is.

MR. BOGANY: So then why is it costing $49, 000
to build one?

M5. WELCH. Well, probably because we are a
l[ittle nore rurally located as far as building. Just like
the | ady who spoke with Hudspeth, | read a report that to
build out there costs a | ot nore because of where you get
the materials. It's not like if you're building in Fort
Wrth and you' ve got Honme Depot and Lowe's. It costs
nore, it costs nore to haul the products in.

MR. BOGANY: Well, what | hear you saying, it
costs nmore to live in a rural conmunity.

M5. WELCH: No. To build, it costs alittle
nore to build. On this grant, it's very well worth it,
and | don't want to go away with a negative. This is a
wonder ful , wonderful programthat 1've fallen in |ove
with. | hate to see it change to where it won't serve the
sanme peopl e.

MAYOR SALI NAS: They don't have to pay it back
unl ess they die.

M5. WELCH. Unless they die. |If they're |ucky
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enough to live that whole five years, you're right.

MAYOR SALI NAS: Then let's hope they do that.

M5. WELCH. Ch, | do, | hope so. Thank you.

MS. ANDERSON: Thank you.

Becky Dean-Wal ker, and the next witness is
Jimme Quthrie.

JUDGE DEAN-WALKER: My name i s Becky Dean-
VWal ker and | amthe county judge from Hudspeth County.

| have heard it said several tinmes that why
weren't we here the first time. M adm nistrator was here
the first time. W cannot afford to cone up here every
time there's sonething that concerns us. W send in our
witten comments and we do what we can. |'mhere to ask
you to please, please reconsider

If this goes through, it will kill the program
i n Hudspeth County. Like |I heard sonebody nention before,
sonme of these people, this is all they have, this land is
all they have, and what they're doing is signing a
contract to lose all that they have. Many of them are
elderly, they're sick, and they're going to run a very
hi gh chance of | osing what they have.

By doing it this way, it seens to make it | ook
i ke that some of these famlies are scheners and they're
trying to cash in or find a way to nmake noney. How often
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does an assi sted honmeowner sell a hone that's been given
to themto make a profit? |In Hudspeth County, they don't,
they don't sell it to try to make a profit, and if they
did, they wouldn't nake a profit, because as the |ady said
before, real estate is not -- you can't get back out of

it, they can't get that nmuch noney back out of it.

They're not going to do it anyway.

The goal of the HOVE Programis not to provide
only interimassistance to the homeowners, and that's what
this seens to inply. |If it's set up like this, the houses
will be in our community for a long time and they' Il be
passed down to other famly nenbers who are al so | ow
income, and if this stands, the funds of this programare
going to be recycled on the backs of the very |ow incone
famlies. And | beg you to pl ease reconsider.

MAYOR SALI NAS: Judge, all you have is a lien
on those houses and sooner or later you don't have a lien
with the state. That's what | understand. Now, you're
froma county that | visited with you, renenber, on the
col oni a issue?

JUDGE DEAN- WALKER: What were you saying, if
the lien?

MAYCOR SALI NAS: You just have a lien on the
house fromthe state. Right?
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JUDGE DEAN-WALKER: And if the person passes
away, they lose their inheritance, they can't pass it to
the famly. And if there's a daughter taking care of the
el derly nother and the nother passes away wthin the five
years, the daughter is out on the street. |If there's a
grandnot her taking care of her grandchildren and she
passes away, where are the grandchildren? They have
not hing left.

MAYCOR SALI NAS: But how keeps the house?

JUDGE DEAN-WALKER: Yes, who keeps the house?

M5. ANDERSON: It's a deferred forgivable |oan,
so it's forgiven over a five-year period.

JUDGE DEAN-WALKER: And so if sonething happens
within the five years, the famlies are lost. And | can
tell you they're not going to take the chance.

MAYOR SALI NAS: You know, and | have a probl em
like this in the Gty of Mssion, and ny lien is ten years
and we built the house and we hold a |ien on that house
for ten years. So | think here you only have five years.

And | think it's a good program

JUDGE DEAN-VWALKER: | can prom se you that it
will kill the programin Hudspeth County because the
people, all that they have, they're not going to -- the
el derly and the disabled, they're going to choose to live
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in a low substandard honme as to running the chance on
losing it to pass to their famlies.

MR. BOGANY: | was not here at the neeting |ast
nmonth, and | have a question, and it may have been taken
t hrough the scenario. So sonebody dies within the five-
year period and so the house has the lien that we put on
it. So we go and the famly says we would like to keep
our house, we don't want to sell it to pay you guys off.
What does the provision allow themto pay that noney back
to us? Is it a no-interest loan, is it lowinterest |oan
if they said they want to keep it?

MR, DALLY: First of all, let ne say that the
first thing it was going to do on these particul ar
properties is the reason that an apprai sal has been
mentioned is that we determ ne the val ue uni nproved on
that property so that that equity, and then there's
anot her deal where we've added in sone closing costs. So
if there is a sale of that hone after sonebody's death,
that original equity that was part of that |ot and sone of
those closing costs wll still be for the famly, and the
famly can pay the renaining piece of that |oan. Let's
say it's been out there two years; there would only be 60
percent or three years' worth of loan still left on that
particul ar horne.
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MAYOR SALINAS: But if they're there five
years, then they're forgivable, they can keep the house,
the fam |y nenbers keep the house.

MR. DALLY: One nore thing to add. This was
run into a tier programso it's still fromzero to 30
percent incone it is still a grant, from30 to 51 it is
this deferred forgivable | oan, and then if you' re 51
percent or higher, it is a 30-year zero percent |oan. So
that 51 and above, that is still a repayable | oan over 30
years at zero percent interest.

MR. BOGANY: Well, | truly believe the
education is going to be the key, educating the people
that are using this program and | think if our attitude
is negative and we cone in with that attitude, we've
def eated t he whol e purpose of the program And based on
what he just explained to nme, | see no reason why sonebody
woul d not want to do this. And | just think we're going
to have to be really educating the people involved, and |
knowif | gointo a seller and tell them| knowthis is
not a good contract, even though it nmay be a good one, if
|"mthinking it's not good, I'"'mnot going to be able to
sell themon it.

And what M. Dally just said, | don't
understand why an elderly would not see this as a good
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program He just said you'd have 60 percent; you would

owe hardly anything on the house at this point.

7

ANDERSON:  And have a new house.
BOGANY: And have a new house.
ANDERSON: Let's go ahead.

BOGANY: Ckay. Sorry.

5 » & 2

ANDERSON:  No probl em

M. Quthrie, thank you.

MR GQUTHRIE: Jinme Quthrie, councilmn with
the Gty of Bronte. | take two daily newspapers, and
you' re tal king about that you' re educating the public. |
wasn't aware of this change until lately, and | read both
papers diligently.

"1l cut ny speech short. | believe the sane
as the others that have spoken. You say you don't quite
understand the elderly's thinking on this. If God gives
you tinme and you get there, you'll be better able to
understand. He's got ten years left naybe to his life, to
five, he takes this out, this is all he has to pass to his
generations that cone after him If he dies and he's
gone, he has nothing to | eave his famly.

Now, we al so have a saying in West Texas, if
it's not broke, don't fix it. And | thank you for your
time.
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M5. ANDERSON: Thank you, sir.

Sandra Terry, and the next witness is Larry
Bai | ey.

M5. TERRY: M nanme is Sandra Terry. |'mfrom
the big town of Toyah, Texas. For those of you who don't
know where that is, that's in Reeves County, and for those
of you who weren't around two years ago, we had a flood in
t he desert.

Ri ght now we have two grants: we have a | ow
i ncone and di sabl ed grant goi ng, and a di saster grant
going. | have questions about the disaster grant, and
both, for that matter.

|"d like to put sonme names to sonme of these
scenarios. First of all, Sisto Gonez. He's an elderly
man that lives in town, he's getting a honme on the | ow
i ncone and di sabl ed grant, he has a nentally chall enged
son. So if he were under this grant and he di ed, what
woul d happen to his son, where would he live, where would
he go, what woul d he do?

The next one is Armando Fal con and Maggi e
Fal con. Both of these famlies have been out of their
home for two years, they're just fixing to get to nove
back into their hone. Armando and Maggi e have been living
in a canper trailer behind the sister in Odessa. Their
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home was conpletely destroyed, the flood did, but they're
on the low incone and disabled as well. Armando is
partially blind; Maggie has had two strokes since they had
to nmove from Toyah. Armando has been a rancher nost of
his life, his incone is approximately $500 a nont h.

The city of Toyah, our flat water rate is $50,
our sewer rate is $28, our trash is $16. That's $94 a
nmonth they have to pay. These taxes on these new hones --
in Toyah these new hones will only appraise at $30- to
$35,000 -- the taxes on that per year for the City of
Toyah |1 SD and Reeves County, that would be close to $1, 200
to $1,500 a year. Then next cones their utility bills,

t hen next cones the doctor bills. What do they give up if
they have to pay insurance every year? Believe nme, |I'm
probably the only person in Toyah who has insurance. M ne
is through LI oyd' s of London because that's the only
conpany | could get to insure ne.

But | do thank you for your time, and | do w sh
you, before you really set this in stone, would cone visit
the city of Toyah, cone see us, cone to the city of Toyah,
see the people, talk to the people, and realize that this
may | ook good on paper but in reality it's not that good.

M5. ANDERSON: Thank you

M. Bailey, and then the next witness is Leo
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Bookmi | | er.

MAYOR BAI LEY: My nane is Larry Bailey, and I'm
the mayor of Rice, Texas, Navarro County. First of all,
want to thank you for all the good you've done in the past
and hope you continue doing good. You' ve helped a | ot of
peopl e and | hope you continue to help them

But | do have sone questions. Howis the lien
going to be placed on this property? Does the |essor sign
at the closing because they own the property? Wo is
responsible for the repaynent? |If the |l oan is broken, who
is going to take care of that if it's broken in five
years? 1Is the lien placed on the nane of the | essee? You
know, we're using a 99-year |lease on a |ot of these
things. W is the deed going to be in?

Then a five-year deferred forgivable |oan, the
| essee or the | essor passes away, who cones responsible to
pay that? Who is going to take care of the notes? Wo
is going to take care of the insurance? W is going to
take care of the taxes? These are a lot of things. Flood
i nsurance, we had a lot of rain last night, flood damage.

Who is going to be excluded the next tinme they have a
federal program because of floods if they were on a
forgi vabl e | oan?

There's a | ot of questions that hadn't been
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answered yet, and that's obvious fromsitting in the

audi ence. Even sone of the board nenbers don't know all
the answers yet and they' ve done approved the new program
| just ask you to consider it back the way it was.

|"ve got one gentlenman that lives in a nobile
home with pizza boxes nailed on the side. | offered hima
new honme, a $49, 000 hone, said he couldn't afford it. He
had to nove into a storage building. One of these days
|"mgoing to have to kick himout of that storage
buil ding. The only piece of property he's got. He's a
single man delivering papers; that's his only incone.

He's got nowhere else to go, nothing else to do. You now
the reason he didn't want a new hone? He couldn't afford
the $300 a year nore in the paynments he had.

The peopl e you have helped in the past are the
sane type of people you need to help in the future, and
that's the low incones that need it. | think your hearts
are in the right place but | think you over-figured this
one and | think you d be better off if you go back to the
way it was.

Thank you.

M5. ANDERSON: Thank, you sir.

M. Bookmller, and the next witness is Vickie
Enfinger. M. Bookmller?
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MALE SPEAKER: He's decli ning.

M5. ANDERSON: Onh, okay. Thank you, sir.
Vi cki e Enfi nger.

M5. EMFINGER. My nanme is Vickie, I"'mwth the
big city of Goldsmith, and I'd | ove you to cone to
Goldsmth. You have given us the opportunity to have two
di fferent housing grants and it's been awesone. But kind
of like M. Bogany said, they're not educated. Sone of
them didn't know how to pick out brick, didn't have a clue
what carpet was. So | do have a lot of questions with it,
l"d like to see it go back. I1'magoing to talk fast.

| f you consider the cost of a deferred
forgi vabl e | oan program on a programw de basis, it seens
that TDHCA is only serving to reduce the anmount of noney
avai l abl e to assi st homeowners, despite the noderate
anount of noney that may return through foreclosure.

Si nce the 2006-2007 HOVE Programis doubl e funded, the
total funding could be as high as $40 mllion.

Assum ng that each home constructed cost
$55, 000, 727 hones could be reconstructed if the closing
costs on each hone is an average of $2,500. The closing
cost al one on these HOMVE prograns woul d be over
$1,817,500. This figure does not include the extra costs
associated wth adm nistering a | oan programfor either
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t he agency or the applicant.

Assum ng the agency could foreclose on a hone
and sell it for $55,000 with no cost for the agency, a
rat her inaccurate assunption, TDHCA woul d have to
forecl ose on 32 honmes to recap that exhausted funds. This
means that TDHCA would be required to foreclose on a
m ni mum of 4 percent of the honmeowners assisted in the
2006- 2007 programyears. It is the intent of TDHCA to
forecl ose on nore than 4 percent of assisted honeowners.

| would really appreciate if you would rethink
and hel p nmeet the housing needs of the very | ow and
extrenely low incones in Texas. And |I'd love to have you
cone to CGoldsmth.

Appreciate it. Thank you for your tine.

M5. ANDERSON: Thank you

Roger Mullins, and then the next witness is
Roel Chapa.

MR. MILLINS: |I'm Roger Mullins. |I'mthe city
adm nistrator for the City of Gand Falls. If you' ve
never been through there, you blinked probably and didn't
notice you went through it.

We're 390 people. W just got the HOVE Program
this last round, we're right in the mddle of the process,

and we could only qualify six of the nine proposed hones
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due to incone eligibility requirenents.

|"ve got a nice little speech here | was
supposed to read, but you know, |I've listened and |i stened
to M. Bogany tal k about the things that's happened. |
feel like I'"'mgoing to be beating a dead horse.

So one of the things you had questi oned about
and 1'd just like to address is tal king about why does it
cost $49,000 to build a home if we can't recover that
cost. | just purchased a honme in Gand Falls. [|'m
probably one of the nost stupid people around for buying
it. The building cost for a hone right now is running
anywhere from $70 to $75 per square foot to build a hone.

My honme woul d cost me about $130,000 to replace it; it
apprai sed out for $49, 000.

M5. ANDERSON: For the tax appraisal or for
mar ket val ue?

MR MULLINS: No. That was actual narket
val ue.

The small er comunities |ike we're here
representing, we just don't have the tax base and we can't
generate the tax base to keep the incone |evels up, to
keep the prices up on the homes. The industry has pulled
out the smaller ones and gone to the bigger cities, so our
property values are continually dropping to where they're
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not hi ng.

A new honme, when we get these honmes built, it
may be a $50, 000 hone when it's built; the nonent they
sign papers on it, it drops 10 percent immedi ately.

Yes, sir?

MR. GONZALEZ: |'ve got a question. How many
homes nornmally sell there on an annual basis?

MR. MIULLINS: Normally? | think we've sold
three hones in probably the |ast 12 years.

MR GONZALEZ: And is that one of the reasons?

MR MULLINS: That could be, | don't know. One
of the last hones that sold is approximtely the sanme size
as the hones we're building. It sold for $10,000. The
property values are not there. Life in a small town is
great, you can't beat it, it will beat a big city any day
of the week, but we can't get these ol der people -- | w sh
you could come down with us when we're trying to get these
people to apply for it because when they found out the
word going around that it was a repayable note rather than
being a grant, and you say anything about that repaynent
and they run backwards from you.

MR. GONZALEZ: 1s it the appraisal district or
i ndependent appraisers, who is determ ning that appraisal?

MR. MULLINS: The independent appraisers is who
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conmes in and does them because their tax roll is way |ess
t han what your appraisal roll is.

MR. GONZALEZ: But | guess what | don't
understand is on a new hone wouldn't they utilize the cost
of the construction?

MR, MULLINS: No, because it still has to go on
a conparison basis, and if they have nothing to conpare it
to that's equal to it, they're not going to bring it up to
t hat val ue.

MR. GONZALEZ: Sure, and | understand the
conparabl e end of it, but I guess what concerns ne is if
you' ve got a certain actual cost why it wouldn't
[ 1 naudi bl e] .

MR, MULLINS: Just like a new car. You can pay
$30, 000 for a new car and drive it off the lot, it's no
| onger worth that. That's actual cost on that car is what
you pay for it but it's not going to be worth it, and
homes are the sane way. The depressed areas that we live
in, like everyone here that is here today, our areas are
depressed and the property val ues are dropping rather than
goi ng up

So we have to do sonething, we have to take
care of our old people. W're going to be there one of
t hese days. W want our children to cone up, and |I'm sure
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everyone here is a parent, you don't want to | eave a debt
to your children when you're gone at all. So what we're
trying to dois w're trying to help out these people that
need the help that have been there for us as we were
growing up. This is what we can do to help themout is to
get theminto sonething that's adequate |iving.

MR BOGANY: | have a brief comment. | wasn't
here at the last neeting so | didn't vote for this
particular program but if |I had been, | would have voted
for it. But what | don't think you guys are hearing, if
you're at zero to 30 percent incone, it is not paynent
back. So if you're at zero to 30, it's still a grant.

MR. MIULLINS: But you have to | ook at the
anount of people we have that are at the 30 to 51 percent
and above that still are qualified for a grant, we could
still get qualified in under 51 percent that still can't
afford to pay anything back.

| would be tickled for zero percent interest on
nmy hone loan, tickle nme to death, but I"'mstill young and
have a job, and | can inprove ny incone where these people
can't.

MR. BOGANY: Thank you.

MR. MIULLINS: And | appreciate your hearing us
and appreciate your comments.
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M5. ANDERSON: Thank you very much, M.

Mul i ns.

M. Chapa, and then doria Flores.

MR. CHAPA: |I'msorry that | didn't cone to the
first neeting, | can say that right now And | amin

favor of everything that was said previous to ne. The
only thing that I want to add to you is a little bit about
Li ve Gak County.

W were devastated in 2002 because of the
floods. Al of the disaster relief that Live Oak County
got canme in the formof a grant. W couldn't even pay the
25 percent matching for FEMA to buy 36 hones out of the
flood plain, but we did it. W did because we found
anot her grant to suppl enent the 25 percent.

We al so got a grant fromyou. W appreciate
that very much, that's adding a lot to our community. But
we could not afford anything el se. Everything that we got
in disaster relief came froma grant, and that's because
Val ero sued the county and wal ked away with reduci ng our
tax revenue by alnost a mllion dollars a year. So | hope
that you take that into consideration

You' ve done a good thing in our community and
we applaud you for that. W have 27 new homes com ng, but
it was a grant. Thank you so very much and | hope that
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you reconsi der.

MALE SPEAKER: Pl ease identify yourself on the
record.

MR. CHAPA: M nane is Roel Chapa. |'mthe
fl ood plain manager for the County of Live Qak.

M5. ANDERSON: Thank you, sir.

Goria Flores, and then Linda Ri ojas, and then
Cynt hia Contreras.

M5. RIQJAS: Good norning, |adies and
gentlemen. M nane is Linda Rojas. | amthe city
adm nistrator, newy appointed city adm nistrator for the
City of Asherton in DDmmtt County.

We have heard so nany conments on the increased
cost with this | oan-based program but | too am concerned
and | have some questions on the part.

Earlier we heard that sone of the fees would be
i ncreased associated with the | oan program and these woul d
cut down the nonies allocated to the building of the
homes. This anpbunt woul d cover approximately five hones
and these five homeowners will be able to sustain the
program but if sone of these honmeowners back out of the
services and we've invested sonme of the nonies, then we've
| ost that anpbunt that they woul d have spent sonewhere
el se.
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You know how difficult the HOVE Program can be
to be adm nistered. | know that in our city there's only
two workers there, so we couldn't possibly handle the
admnistrative part, and not knowi ng and taking a chance
on being in conpliance, so we have to nake sure that we
are in conpliance with the requirenents.

Wth the severely reduced fees available to
of fer a managenent conpany, | sinply cannot see how we'l|l
be able to hire this project out. | also don't see how
the | eaders of a rural Texas community can inplenent this
program as wel | .

| hear that there was sone concern, why weren't
you here, why are we doing this after the fact. Is it
your goal that see that no communities succeed in the
i npl enentation of the progran? |If it is not, why not go
back and rescind the notion, why not go back and
reconsider. There's public comments nmade, there were
contacts nmade, and | don't see how we can sinply let this
i ssue go, know ng the consequences, knowi ng the barriers
that it will incur on the | ow incone people.

We have been assisted, we're |lucky, under the
grant program The loan program | can tell you that it
wi |l have a negative inpact on our conmunity. | urge that
you reconsi der and that you consider rescinding the
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notion, bringing it back and consider rescinding it and
hel p our much needed comuniti es.

Thank you.

MS. ANDERSON: Thank you.

Ms. Contreras, and then Thonmas Bernal.

FEMALE SPEAKER  You skipped doria Flores; she
didn't get up there in tine.

M5. ANDERSON: | still have her form she's
still welconme to speak.

MALE SPEAKER If it's okay, | have a w tness
affirmation form She's asked nme to speak for her, she's
alittle nervous.

M5. ANDERSON: Where is your wtness
affirmation forn? Thank you.

M5. DAVIS: Good nmorning. | promise I'll be
real fast. |'mTres Davis with Gant Wrks, and there's
just one correction that | think |I need to make about one
of the comments that's been nmade, and that is that this is
actually not a grant at all if it's below 30 percent. For
Hurricane Rita you went out with a NOFA if it was 30
percent or less, it was a grant, but the NOFA that went
out for this is strictly in the formof a deferred
forgivable or repayable loan. So | did want to correct
that. These are 100 percent |l oans, there is no grant in
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t he 2006- 2007 i ncone.

The other thing | wanted to address was this
cost of hone question, and | think a really good exanple
is Mchael Dell's house. He built a $30 m|Ilion house
here, it's appraising at about $10 million i mediately
because nobody can afford to buy that in Austin. So
i mredi ately he saved quite a bit on his taxes.

It's no different -- well, it's hugely
different dollar-wi se, but the concept is the sanme. |If
you're in an area where $55,000 is an inflated val ue
conpared to what every other house is selling for, even
t hough that may be what it cost to build it, you can't
sell it for that.

So those are the two issues | wanted to address
real quick

MR, FLORES:. Excuse ne. What part of the state
are you fronf

MR DAVIS: |I'mactually with the consulting
firm G ant Wrks.

MR. FLORES: Wiere is Ms. Flores from what
town, what county, what area?

MR DAVIS: Big Wells

MR. FLORES: Big Wlls?

MR. DAVIS: Yes, sir.
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MR. FLORES: Thank you.
MS. ANDERSON: Thank you.
Ms. Contreras, and M. Bernal wll be next.

MS. CONTRERAS. Board nenbers. M nane is
Cynthia Contreras and I'mthe city secretary for the City
of Bishop, and | would like to call your attention to the
reduction in the HOVE Program contract period from 24
nmont hs to 18 nont hs.

As the city secretary that has adm nistered the
HOME Program | can assure you that even the nost skilled
adm nistrator will need nore than 24 nonths to be able to
conplete this program There's a | ot of environnental
cl earance, everything that's involved with that, it's the
denolitions. W're a very small comunity, we have our
day-to-day operations, and when we get the prograns, we
need to involve that into our normal workdays, and by
cutting it to 18 nonths, it's going to be very hard for
the snaller cities, we're not going to be able to do that.

So if you could reconsider and put it back to
24 nonths, we would greatly appreciate that. Thank you.

M5. ANDERSON: Thank you

M. Bernal, and then the next witness is from
the Gty of Htchcock, M. Henry Coger.

MR. BERNAL: M nane is Tom Bernal fromthe
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City of Austwell that's in Refugio County.

You' ve made nunerous changes to the program
t he 2006 programyear is a double funding year, and at the
sane tinme you' ve nmade these changes, by the adm ssion of
the TDHCA staff, not all the kinks have been worked out of
the current design.

What are you going to do when you see there are
mul tiple problenms with the adm nistration of the 2006
awar ds but have al ready adopted the rules for 20077
Should I apply for a programwhen |I'm not sure what's
going to be necessary to adm ni ster the award?

There's an estimated $40 million at stake in
this biennial funding cycle. According to your staff,
forgivable loans in the past were eventually nodified into
grants. Wiat's the reason for this change? Ws the
reason for this change exam ned before re-adopting the use
of a | oan?

Maybe what's needed is a trial run of the
program design with award to several regions of Texas
before experinenting with the lives of residents of our
comunities on such a |l arge scale.

My goal is to assist as many nenbers of ny
community as possible, and | believe that your intentions
are not different fromny own, but the changes you' ve
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adopted contradict your intentions. The elderly and

di sabl ed | ow i nconme residents of rural Texas, and
comunity and particul ar, have everything to lose in this
program their hones.

Pl ease re-exan ne your decision and support
your good intentions with a strong program desi gn. Thank
you.

MS. ANDERSON:. Thank you.

M. Coger, and then the next witness is Marcia
De La Rosa

MR. COGER:. Good nmorning. M nane is Henry
Coger and I'"'ma city comm ssioner for the Gty of
Hi tchcock, and we are |located in Gal veston County,
popul ation 7,000, and the mayor couldn't be here so he
asked me to cone and represent himin protesting this.

|'"'mnot the world's greatest public speaker so
| have a prepared statenment, if you' d let nme read it, and
if I run over tine, stop ne, please.

The agency has used a forgivable loan in the
HOME Program design in the past. The use of this |oan,
however, had several provisions that addressed a majority
of the concerns that | have heard presented.

| f an assisted honeowner died or was forced to
relocate to any assisted living facility, the | oan was

ON THE RECORD REPORTI NG
(512) 450- 0342




47

forgiven. Does the agency have information on the nunber
of hone | oans that were forgiven under these conditions?
| f the nunber of hone | oans forgiven under these
conditions was large, then it would seemthat the only
intention of TDHCA, when adopting the new rules, was to
recapture property that was awarded to people truly in
need, as you did not make new rules for eligibility.

| f the nunber of hone | oans forgiven under
t hese conditions was small, then what reasoning could the
board of TDHCA possi bly have for not including provisions
in the current HOVE Program design allowng for a loan to
be forgiven upon death or relocation due to health.

The current programrules do nothing to address
t he common househol d situation found in rural Texas and
seens to only support increased honel essness. If an
assi sted househol d consists of the owner and a di sabl ed
famly menber, and the owner dies or nust nove out of the
home, will the disabled famly nenber be forced to either
repay the balance for the deferred forgivable | oan or be
forced to vacate due to forecl osure?

Thank you very nmuch. | appreciate your
consi derati on.

M5. ANDERSON: Thank you, sir. Any questions?

MAYOR SALINAS: |Is there any way that Bill can
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| ook at working with the staff? I'ma little bit
concerned about debt situation in case an elderly cannot
or the famly cannot pay the | oan or vacate the hone. W
surely do not want to be an agency that is repossessing
homes fromelderly or the poor.

MS. ANDERSON:. Let's finish hearing the public
corment. W're not in a position to take action.

MAYOR SALINAS: No, | know we're not going to
t ake any acti on.

M5. ANDERSON: But we can ask the staff to --

MAYOR SALI NAS: -- to look into it because of
the testinony that we're hearing.

M5. ANDERSON: We're not able to hear fromthem
this norning, we're just hearing fromthe other side.

MAYOR SALI NAS: Exactly.

M5. ANDERSON: Ms. De La Rosa.

M5. DE LA RCSA: Good norning. M nane is
Marcia De La Rosa and I'mfromthe City of Loneta. W
have a popul ati on of 784 people.

| feel it is inmportant to address the fact that
there are a substantial nunber of unanswered questions to
this HOVE Program | feel it is inportant to understand
how t he agency will decide the value of a hone. Is it
going to be the second appraisal after the construction is
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done, or will it be prior to? The real value based on the
second appraisal will nore likely be substantially |ess
due to the realities of rural Texas.

Qur popul ations are falling, as well as the
others I've heard a ot of themsay. W don't have the
factories or the work available to our people. Mst of
our population is elderly and unenpl oyed and we have
di sabled as well. W are currently working on a housing
assi stance | oan fromyou, and we thank you for that. W
were able to do nine honmes and we're still working on
t hat .

| feel that it would be difficult for community
| eaders to apply for a program which has so many
unanswer ed questions. And despite the fact that it is
adm ni stered by TDHCA and the State of Texas, it is our
community and our residents that we have to answer to and
try to provide the best for.

As sone others had said, when we went to them
with this particular grant that we're working on now, we
met with a ot of skepticismbecause of them actually
having their houses torn down and others built, and it's
like they were really fearful. And now that they're going
to be repaying this, it will be difficult for us as a
community to participate in this | oan program
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Thank you for your tine.

MS. ANDERSON: Thank you.

Kim Overshiner? 1'msorry. |s there any nore
public conmment on the topic of the HOVE rul es?

(No response.)

M5. ANDERSON: Gkay, thank you. Conti nuing
then with additional public coment, Ms. D ana Mlver.

M5. McIVER  Chair, nenbers of the board. MW
name is Diana Mclver and I'mthe current president of the
Texas Affiliation of Affordable Housing Providers. And
|"m here today to nmention sonething that is not a problem
yet but it's a problemwe see on the horizon, and that is
the increase in cost of |abor shortages, material
i ncreasing costs, as a result of the hurricanes Katrina
and Rita, and nany of our nenbers received tax credit
al l ocations in 2004-2005 and their costs that they
submtted on underwiting were predicated on | ower costs.

So what we're asking is that the agency
consi der possibly a solution as this particular era of tax
credit projects cones in with certified costs that are
hi gher than their original cost. And what we woul d ask
you to look into would be the possibility of using the
national pool that's returned every fall for this
particul ar endeavor, and then based on peopl e's cost
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audits, potentially award nore credits.

Most of the devel opers and general partners out
t here have negoti ated partnership agreenents that all ow
upward credit adjustors, so if additional tax credits were
made avail able to them based on increased costs, they
could actually turn those tax credits into cash and nake
their deals nore feasible.

Again, it's not a problem we have yet because
we're not into cost certification on any of these
particul ar devel opnents, but we will be shortly, and so
we're just here in advance asking and suggesting a
possi bl e sol uti on.

Thank you.

M5. ANDERSON: | want to thank you for
appearing before us today, and this is sonmething that's
been on our mnd, and | have had di scussions with a couple
of staff menbers even before the end of the year |ast year
to ask themto begin to |look at a series of alternative
approaches so that they could bring those to the board at
the appropriate tine.

M5. McIVER  Thank you. | think this has a
real solution, and the pool credits aren't credits anyone
counts on, they're not taking away from regul ar
allocation, so it's sort of a plus, it's a bonus.
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And by the way, the nenbership of TAP does want
to send their best wi shes for a speedy recovery to our
m ssi ng board nenber today, and | think you all need to
adopt a policy of no skiing for nenbers of a certain age
or sonething. But we do wish himwell.

(CGeneral |aughter.)

M5. ANDERSON: Thank you

Stuart Shaw.

MR. SHAW Good day. Thank you for letting ne
speak. [|1'd like to pass these out. May |?

| spoke at a recent board neeting and prom sed

to keep you updated on this. | would like for you to be
aware of it. It's becone very graphic to ne; | did not
under stand how graphic until | presented this.

The first page is a picture of the kind of
product we do. W think that we exceed the expectations
of TDHCA in ternms of the quality of product that we put on
the ground, so it's not just safe and decent, we think
it's dignified housing for people.

And if you turn to the second page, | just
wanted to show you, this is a bond deal we did in 2003 and
our rents have been capped for three years -- | think
there was just a recent increase but not very nmuch --
however, the utility all owances have not been capped. And
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so alot of tines in underwiting there's a prediction
that rents are going to change 3 percent a year. Well,
that's correct in this case, they' ve gone down 3 percent
per year, and we're just now trying to convert.

And so it's real problematic for ne. | know
that we can go hire a consultant and we do that, and it
just costs nore noney and then you have another risk, but
| think that this is a problem and | wanted you all to be
aware of it. |'ve spoken to staff, and specifically M.
Gouris, and | just would like for you all to support at
| east the understanding of this and that it's a problem

| don't know what to do about it, and people
ask me. | don't know. It's a big issue for anybody who
underwote their deal at max 50 percent rents, and | know
people in San Antonio are having problenms with it as well.

This was 100 percent at 50, so our rents have gone down 3
percent a year, a total of $130,000 right off the bottom
line. So right now while we're trying to convert, right
now while we need to be feasible, we've |ost $130,000. |
don't mnd that people have a great bargain, we want that,
but this is working against us. W were supposed to have
rents maybe go up a little bit, they've gone down.

So with that said, | just want to say one thing
that we could do is --
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M5. ANDERSON: |Is that because we're buil ding
too nmuch product?

MR SHAW Onh, no, ma'am That's because the
utilities have gone up and so our rents are predicated
on --

M5. ANDERSON: So it's a zero sum

MR SHAW It's $100 | ess whatever the utility
allowance is, and today it's $20, in two years it's $30 or
$40, so yesterday | could charge $80, today | can only
charge $70.

This particular product -- it's the bottom one
on the first page -- is in a market that is going through
the roof right now, so it's just the opposite of what your
concern was. It's in the Austin market. But you know,
we're trying to do a good job, and I don't think this is
across the board but | think it's a nunber of properties.

In the past, TDHCA staff has encouraged ne to
underwite to the maxi nrum 50 percent or 60 percent rent,
and |l enders don't want to give you credit for nore than
what the market is. The market is the market; | can't
dictate the market, neither can any of us; the narket
dictates to us.

And so what | want to be able to do in the
future if | have 50 percent rents is not be penalized if |
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want to underwite to a | ower anount, because | need a
cushion in there, | can't deal with this. This was
totally unexpected; we need to have a cushion. So had we
underwitten to |l ower rents, you know, you can say well,
maybe you woul dn't have gotten your deal done. Fine. But
going forward in the future, I would like to have board
support to take the pressure off of us to underwite to

t he maxi num

That's it. Thank you very mnuch.

MALE SPEAKER: Identify yourself on the record.

MR SHAW [I'msorry. M nane is Stuart Shaw.

MS. ANDERSON: Thank you.

| believe that's the conclusion of the public
comment we do before we begin to take agenda itens. |Is
t here anyone el se that wanted to make public comment at
t he begi nning of the neeting as opposed to when the agenda
itemis presented?

(No response.)

M5. ANDERSON: Ckay, great.

Bef ore we begin our agenda this norning, we
have sone sad news in the departnment, and | would like to
ask those of you all that are with us here today to join
me in a nonment of silence in thoughts and prayers for the
famly of Eddie Farris, our director of Community Affairs,
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whose 19-year-old son was tragically killed in a car
accident on Friday. So if we can just take a nonent.

(A nonent of silence was observed.)

MS. ANDERSON: Thank you.

The first itemon the agenda this norning is
Presentation, Di scussion and Possi bl e Approval of the
M nutes of the Board Meeting of February 15, 2006.

MAYOR SALINAS: | nove for the approval.

MR GONZALEZ: Second.

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

(A chorus of ayes.)

M5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

Item nunber 2 is presentation and di scussi on of
the findings and conclusions of a market study that the
department conmm ssioned for the Houston MSA, and M.

Dal ly.

MR. DALLY: Yes. W had gotten concerns about
the overbuilding in the Houston market, and as part of our
budget in the | ast budget cycle, we went out with an RFP
and requested that that market be studied, and we've
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gotten our report today, and M. Vogt is actually here
with us today and will bring a short presentation on it.

| do want to set it up just alittle bit and
say we intend to put this out on our website, and it wll
be used as an analysis or as a conparison as market
studies cone in fromprivate fol ks putting deals together
and we' Il ook for sone conpatibility, and if there are
numer ous i nconsi stencies, those things wll be noted in
our underwriting report as we go forward in this new
cycl e.

And with that, I'll let M. Vogt cone forward
with his presentation.

MR. VOGI: Good afternoon, board nenbers.
appreci ate the opportunity to be here this afternoon and
be able to talk a little bit about our market study. |
prepared a handout that was basically an executive sumrary
of our findings and concl usions and hope that you have
that in front of you

As a matter of introduction, nmy name is Rob
Vogt. |I'ma partner with the market research firm of
Vogt, WIlianms and Bowen, |ocated here in Austin, and we
have an office in Colunbus, Chio. W conduct probably
over 300 market studies a year across the country, so we
have a broad base of experience. WE have been hired
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directly by the states of North and South Caroli na,
CGeorgia, lowa, and New Mexico to prepare their market
feasibility studies, so we think that we are well versed
i n understanding the different nethodol ogi es and
approaches to doing market feasibility studies.

The goal of the study, as it was presented to
us by Tomand his staff -- and | do want to take the tine
to acknowl edge Tom and Brenda for all the hard work that
they put into it with us; it was a very big project for
us, as you'll see, and we got paid by the anount of paper
we generated on that one, it's quite a job, so thank you
for that -- he had asked us to evaluate the need for
af fordabl e rental housing in the Houston MSA, identify the
i npact of the hurricane, and to anal yze the affordable
housi ng needs by various incone groups.

The met hodol ogy that we enployed for this
anal ysis was basically to take the ten-county region and
break it into 32 small er geographic areas that were
basi cal |l y based on econom ¢ and denographic
characteristics or the simlarities of those areas. That
allowed us to get into a |ower level of analysis and | ook
at the denographics to establish what the demand for
af f ordabl e housi ng was.

Wthin each of those sub-narket areas, we
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surveyed twel ve existing and new nmarket rate devel opnents
to establish what rent |evels were |ike, what vacancy
rates were, and so on. And then we also identified al
TDHCA devel opnents within each sub-nmarket and surveyed
about 40 percent of those in person, with the remai nder by
t el ephone. So we obviously generated a great deal of
i nformation during the course of this analysis.

You can see in the presentation |I've included a
map showi ng our different sub-markets.

The results of our survey, we found that we had
surveyed 544 rental housing devel opnents, over 115, 000
units, MSA-wi de. The overall vacancy rate for all of the
properties that we surveyed was 6.4 percent; the 317
mar ket rate devel opnents that we surveyed, we found a
vacancy rate of about 7 percent; and of the 227
devel opnents that we surveyed, over 38,000 units that had
sonme sort of income restriction or subsidy, we found a
vacancy rate of less than 1 percent.

|*ve included a chart that breaks down the
different vacancy rates by the types of projects that we
surveyed. We broke out specifically tax credit
devel opnents w thout a subsidy; we broke out market rate
devel opnents that included sone tax credit devel opnent; we
br oke out governnent-subsi di zed properties that included
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tax credits; and then we al so surveyed, as | nentioned
earlier, the market rate devel opnents, and that
information is presented to you.

The one thing I would note on that one table
that has property vacancy rates by sub-nmarket is that if
there's a dash in there, we did not identify any of those
properties within that sub-nmarket.

As | nmentioned earlier, the demand net hodol ogy
that we enployed for this was basically | ook at a nunber
of different incone ranges up to 100 percent of the area
medi an househol d i ncomre. W wanted to identify what the
demand was by nunber of bedroons and by targeted
popul ation. This analysis includes an estimte of denmand
by famly, senior, and special needs popul ations.

| won't get into too nuch of the specifics, but
basically we used sonething called H STADATA which is a
little bit of a unique data base that allows us to
actual ly break down househol d size by incone, by tenure,
by age, and it's not often that you actually can | ook at
these variables to identify what demand is. W also then
took that information and applied information fromthe
Ameri can Housing Survey so that we could actually estinate
t he demand by bedroom type.

Wthin this there were basically tw sources of
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demand that we cal cul ated. One was through new renter
househol d growt h by year from 20006 through 2009. W
projected the growmh in the nunber of incone-eligible
househol ds using this H STADATA, as | described it, and
then we continued to increase the incone |imts based on
what the historic performance had been in the Houston NMSA
over the last five years.

Sonme of the other demand factors that we | ooked
at, we considered a well balanced nmarket to be a 5 percent
vacancy factor, so that if we had a vacancy rate in excess
of 5 percent, we considered that to be a market that was
out of balance and that had an excess nunber of units. In
this analysis we al so considered the nunber of units
currently under construction with a conpletion expected
this year 2006. W also considered the units that had
been all ocated by the departnent in projecting what the
demand woul d be over the nunber of years.

And probably the | ast conponent which m ght be
nost controversial is that we introduced a demand
conponent for replacenent support -- that is, to replace
functionally obsol ete product that exists within the
mar ket .

You can see in the next chart we have the total
net demand by sub-nmarket and then we have an aggregate
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demand on the next table. Basically what we're showing is
a demand for al nost 14,000 units to target households with
i ncomes between zero and 40 percent of AVH . |In that sane
period for 2006, we also had forecast that there's about a
3,000-unit surplus of units targeting inconmes between 41
and 60 percent of ANHI .

As a point of clarification, the senior incone
demand cal cul ations actually is included within the
overall demand so it's a conponent of all demand, and I
know that's a little bit confusing so | wanted to clarify
t hat .

We had a discussion of the hurricane inpact.
Again, | don't want to spend too nuch tinme on this, but
the net result is we saw a 5 percentage point increase in
the overall occupancy within the Houston MSA. W saw an
additional 16,000 units added to the school district as a
result of the people who were relocated, and we have a
cal cul ation then by sub-market of the total nunber of
hurri cane evacuees that were identified in our survey
projected out to the total nunber of rental units within
the sub-market. So it will give you sone sense of the
nunber of fol ks who have been inpacted by this tragedy.

Just as a general note, | think that the
greatest inpact, fromour experience, was that displaced
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househol ds are | ocated just outside the Loop 610 in the
north-nort hwest portion of Houston. That seened to be the
area that was inpacted the greatest by the evacuees.

Qur concl usions, the greatest surplus of
af f ordabl e housing units we found in the Montgonery sub-
mar ket and out by the airport and Lake Houston. |
menti oned earlier that the greatest demand is for product
fromzero to 40 percent of AVH ; that's the |owest incone
househol ds within the Houston MSA. Generally, the tax
credit program w thout subsidies generally targets the 40
to 60 percent of AMH

We found that of the 32 sub-nmarkets, 14 of
t hose had negative demand for units in the 40 to 60
percent of AVH , 11 of the 32 sub-markets had negative
demand for senior units targeting that same income range,
and we clearly have a great need for trying to get the
rent | evels |Iower to reach a broader audience.

We did | ook at disabled residents and what the
need is there. As a general comment, it is very difficult
for market analysts to forecast what the need is for
di sabled residents. |[If you're reviewing a project that
has a di sabl ed resident conponent to it, really pay
special attention to who the provider is because | think
it'"s real critical to find out who is the popul ation they
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serve and how nany fol ks do they have that have i medi ate
need for that housing.

W found the overall nunber for hurricane
evacuees was about 6,000 househol ds represented by 5
percent of the total units that we surveyed. And again,
t al ked about how our occupancy rate had increased as a

result of that.

Wth that, | will take sonme questions if |
could. | know | went through it very quickly. |'msure
there will be a nunber of questions that you'll have over

the tinme of digesting that information, but |I'd be nore
t han happy to respond to any questions that you m ght
have.

MR, FLORES. Let ne start, being that you're
tal ki ng about my honet own here.

MR VOGI: Sure.

MR FLORES: The Katrina effect is kind of the
bi g unknown. You have to nmake some assunptions as to how
many are goi ng back and how many are staying with us.

What was that assunption?

MR. VOGI: W did not nake a projection on
exact nunbers that would stay and who would go. | think
as the news has reported, that's an awmfully difficult
nunber to forecast. Qur best guess is between 70 and 80
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percent will likely stay in Houston as a result of that.
We don't have any information that woul d suggest

otherwise, but in this business I'm always surprised by
denographi ¢ trends and how peopl e nake a decision to nove,
so there is a possibility it could be greater, but | would
expect the vast mpjority to stay here in the Houston area.

MR. FLORES: Seventy percent of that 5 percent
is a 3-1/2 percent automatic increase.

MR. VOGI: Right, that's correct.

MR. FLORES: Then you nmade this chart here
tal king about the total increases projected, and that
assunmes the whole 5 percent stay there?

MR. VOGI: That's correct.

MR. FLORES: So therefore, we do have a | ot of
argunent about how many Katrina fol ks are going to be
Houst oni ans and how many are going to go back to New
Oleans, so | could see that being a controversial point.

MR. VOGI: That's right. And in our business
it's very difficult always to forecast, and when you throw
in that kind of potential, we have to anticipate a plus or
m nus 5 percent deviation from | think, these results.

MR. FLORES:. Thank you.

MR. VOGI: Yes, sir?

MR. BOGANY: |If | hear you right, are you
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saying that the areas that are oversupplied are Montgonery
County, the airport and Lake Houston?

MR. VOGI: That is correct, yes.

MR. BOGANY: So other parts of sout hwest
Houston, inner |oop, all of these are under-served and
that the issue is the zero to 40 is under-served, not the
mar ket rate and m xed.

MR, VOGI: That is correct. Typically, as we
all know, the conventional tax credit programtypically
serves the lower end of market rate rentals, and really
t he nost apparent need to us is at the | ower incone
| evel s.

MR. BOGANY: \What about senior projects? |
didn't really understand whether or not we're abundant in
t hat .

MR, VOGI: W did nake a very conservative
projection on the need for senior housing. The one factor
that | think is a bit of a wild card here is the nunber of
homeowners that will likely convert to senior housing over
t he next several years. So | would state that the
information contained in our report is very conservative
in ternms of the need for senior housing.

| think we will see across the country a | arger
and | arger share of senior homeowners opting to nove into
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a nore independent living environment, and | think the tax
credit market can do a lot to serve that need.

M5. ANDERSON: If I'mreading this chart right,
there's negative demand in '06 and '07 and then it sw ngs
positive.

MR. VOGI: That is correct, but again, M.
Anderson, | would point out that this doesn't consider the
conversion factor of honeowners to renters which, quite
truthfully, in many of the markets that we have
surveyed --

M5. ANDERSON: How can we neasure that? How
woul d we neasure that?

MR. VOGI: The npbst accurate way to go in and
do it is to actually survey senior tax credit projects and
find out what the share of former honeowners were that
reside there, and based on our experience nationw de, ny
projection would be that it would be sonmewhere in the
vicinity of 25 to 40 percent previous honmeowners. So if
you consi der that nunber, you m ght add another 8- or 900
units of demand.

But | think if you could encourage the
conpliance officers to at |east ask the question of the
share of former honeowners that reside in tax credit
projects would be a long way in being able to judge what
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that factor really is.

MR. BOGANY: So based on all the things that
you' ve shared with us, what woul d be your reconmendati ons?

| s Houston oversupplied?

MR VOGI: Well, | certainly would have said
that before the hurricane that we were oversupplied. |
think that with the inpact of the hurricane, we have
really stabilized the market considerably. | think that
in order to avoid any significant overbuilding into the
future, that we just have to consider each project on its
own nerit and find out how it mght inbal ance the market
that it's |located in.

So | would say that this is a good starting
point, it's not the total answer. | think making sure
that we have good site-specific market studies that
address the markets is going to be critical in evaluating
what that eventual supply m ght | ook |ike.

MR. BOGANY: Thank you.

M5. ANDERSON: Any ot her questions?

(No response.)

M5. ANDERSON: Well, | want to thank you for
being here to make this presentation today, and I want to
thank your firmfor undertaking this study. This was
quite a big nove for us to try to retain soneone
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i ndependently to | ook at the narket as a whole so that we
could see sort of the forest and then the site-specific
stuff or the individual trees. So this gives us sone
context for decision-making, and | believe that it is also
bei ng shared with sone of the nenbers of the |egislature
fromthe Houston market that have expressed both interest
and concerns over time about overbuilding in particul ar

ar eas.

MR. VOGI: And we will be prepared to respond
to any questions that mght cone up in the future about
it.

M5. ANDERSON: All right. Thanks so much.

MR. VOGI: Thank you.

M5. ANDERSON: | do have sone public conmment on
this item Mark Bower.

MR BONER M nanme is Mark Bower. |I'mwth
CynoSur e Devel opers.

My concern directly with this market study and
i npl enenting this market study as a nethodol ogy to
eval uate ot her people's market studies is the potenti al
discrimnatory inpact that this thing would have on
projects and the exasperation of over-concentrating
projects in inpacted areas or non-inpacted areas. So |
know part of what we've been asked to do as devel opers is
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try to develop in areas that have | ower concentrations of
| ow i ncome popul ati on and | ower concentrations of
mnorities.

And so specifically here we have one
nmet hodol ogy that we've used in the past and has been
accepted by the board, and for exanples, | can give you
like -- which nost of you guys have heard of
pai nstakingly -- WIlow Creek and our Rolling Creek
projects. These projects have not ever had market study
probl enms. Qur market studi es have gone far enough to go
t hrough staff evaluation and agreed that these are great
mar ket s.

Qur tax credit syndicators have their
met hodol ogy which is simlar to the one that you guys
approve and you use that basically says that these are
great markets, our |enders say that these are great
mar kets. Then all of a sudden we have a new study t hat
has a new net hodol ogy and what is introduced is the
concept that turnover inbalances the little bitty sub-
mar ket that the goal is to keep that sub-market, one of
t hese 32 sub-nmarkets, bal anced.

Turnover has al ways been one of the highest
demand portions having to do with | ooking at a new
project. Now taking that out of the equation, now it says
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that these are not good markets.

Anyone | know, like | said, that's done market
studi es on our other projects have thought these are great
projects. Anyone that's driven the sites and see that
we're next to schools and next to great proximties
t hought these were good projects. Now to use a study that
basically has a discrimnatory inpact by saying well, now
this says we can't do this here because we're trying to
keep these 32 sub-nmarkets bal anced the way they are right
now with their econom ¢ and denographic data the way it's
set up doesn't seemlike that's the inpact of what the
board was wanting to acconplish

So really that's the bulk of what | want to
say. It seens to ne that this is not addressed in their
study. Thank you.

MS. ANDERSON: Thank you.

MR. FLORES: Could | ask a question?

M5. ANDERSON:  Sure.

MR. FLORES: You've told us what we did wong.

How can you fix it?

MR, BONER | would think that you ought to
eval uate the nethodology that's currently acceptabl e and
conpare it to the methodol ogy that you' re now using to
eval uate sonet hing new by and see what does it change.
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The net hodol ogy that's currently acceptable works. | have
a hard time understandi ng when you have less than a 1
percent vacancy factor in these type of units that that
means we have an overbuil ding problemor that's now
stabilized and we ought to now | ook and see how it's going
to i npact.

W shoul dn't be taken into account, | wouldn't
t hi nk, these 32 sub-nmarkets. The goal, as |'ve understood
it, is never to keep ever little sub-market bal anced and
keep their denographics the sane.

M5. ANDERSON: They're not little sub-markets,
they're quite | arge sub-markets.

MR FLORES: Madanme Chairman, the statement he
made is that we obviously have thrown out our nethodol ogy
and replaced it with this one.

M5. ANDERSON: W haven't.

MR. FLORES: | didn't think we had, so | just
wanted to correct the record.

M5. ANDERSON: W have very a specific body of
rul es around market studies and what is expected fromthe
mar ket anal ysts. Wat we were | ooking for is an overal
| ook at the market because on a site-specific market study
we allow a great deal of latitude in how the market
anal yst draws the radius to define the market area, and in
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ot her areas we provide a great anount of latitude. And so
obvi ously doesn't usually see deals where the market study
doesn't prove demand.

And so what we were attenpting to do, after
| ot s of neighborhood input and | egislative input and so
forth, was to comm ssion a study that | ooked at the market
as a whole to try to give us another point of view Not
that it's directive or prescriptive or throws out our
current rules, but it provides a point of view, so that
when this study and a site-specific study, if they would
ever be dianmetrically opposed, it would | ead us to ask
sone additional questions.

MR. FLORES: So M. Bower, it sounds to ne |ike
you' ve made sone m s-statenents here

MR BONER |I'msorry. | nade sone what?

MR. FLORES: You made sone m s-statenents.

You' ve assuned that we're throwing out the old
met hodol ogy.

MR. BONER | did not assune that. | assuned
that 1'm having to now conpare to a net hodol ogy that's not
necessarily acceptable. | understand you guys have put in
the discretion that says now you have to explain yourself
according to a nethodol ogy that's not normally used. W
took this new met hodol ogy and we're using that to eval uate
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t he whol e market, we still accept your current
met hodol ogy, now you' ve got to expl ain yoursel ves agai nst
sonmething that's not a standard.

MR, FLORES. It seens to ne that we just got
additional information to hel p us nake our deci sions.

MR. BONER: Sure. | have no problemw th that.

MR. FLORES: But | just didn't |like the idea of
the m s-statenent saying that we were now taking out one
nmet hodol ogy for another one, when we just received a
report that just canme across the table that | have never
seen before and | assune that you all have not either.

MR, BOGANY: And | woul d say based on his sub-
mar ket demand, those projects that you have tal ked about
says there's a need for those particular projects in those
areas. So | just look at this as a base of unbiased
information for us to be able to make an intelligent
decision as a board. And if | |ooked at his study and
| ooked at where your projects are, it says the demand is
in those areas.

MR. BONER: Exactly. Those are sub-markets 14
and 15 and they show negative demand for the 40 to 60
percentile.

MR. BOGANY: | don't see it that way.

MR. BONER: If you' re |ooking at the summary
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report, it's conbining all the demand.

MR. BOGANY: |I'mlooking at the total net
demand by sub-market, and |I'm | ooking at that area which
is far northwest and Tonmball area, and | see a total net
demand of 256

MR. BONER: But is that broken out by incone?

MR, BOGANY: No.

MR BONER So if you were to |l ook at his
report where it's detailed and broken out by incone, in
the 40 to 60 percentile market, it would show negative
demand, and then it's at the |ower than 40 percent that it
shows positive demand and it nets to that positive nunber.

MR. BOGANY: Ckay.

MS. ANDERSON: Thank you.

M. Bob Coe.

MR CCE: Good norning. M nane is Bob Coe. |
am a mar ket analyst with O Connor and Associates. | have
a few comments about the market study that Vogt WIIians
di d.

There are sonme major, major differences between
the way that study was done and the way the TDHCA has
requested that market analysts do. Like M. Bower said,
it doesn't take turnover into account at all which is a
huge, huge source of demand. It doesn't take any vouchers
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into consideration which is also a huge source of demand.

H STADATA, fromthe way | understand it, is
per cent ages of percentages of averages, and | don't know
of any of the mgjor analysts in Texas that use H STADATA
because its reliability is sonewhat in question.

They say that 2.5 percent of the pre '70s
product needs to be replaced annually. Well, that would
replace that over a 40-year period and just make the
probl em of functional obsol ete supply worse because the
first ten years you'll get rid of 25 percent of it and
you'll still have 75 percent of it when you get the 70 to
80. So the situation is just going to continue getting
wor se and wor se.

The last thing is that they have all ocated nost
of the obsolete units to the |ower incone brackets w thout
any explanation of that, and that's what resulted in the
30s and 40s show ng demand and the 50s and 60s not show ng
demand.

Thank you.

M5. ANDERSON: Thank you, sir. Questions? |
want to nmake sure everybody understands the departnent’'s
intent in doing this was to get another point of view and
we think it's going to be very valuable to have that.

And so |'"mvery grateful to Tomand his staff for working
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with the firmto produce that.
M . Henneberger.
MR. HENNEBERGER: M nane i s John Henneber ger.
I'"'mthe co-director of the Texas Low I ncone Housi ng
Information Service. W're a non-profit organi zation that
wor ks on the behalf of |lowincone famlies and their need
for affordabl e housing in Texas.

|'d first like to thank the board and the staff

for comm ssioning this study. | think this is an
extrenely useful, independent view of the need for housing
tax credits in the Houston nmetropolitan area. |'msure

that we will be tal king about this for many, many, many
nmont hs, both at the micro | evel anbng those who may
quarrel with the study's nethodol ogy, but | hope that we
begin by considering the macro level -- the forest, if you
Wil -- view of this study.

The study indicates what | think a |ot of us
have known for a long tinme is that the great bulk of the
demand for affordable housing in the Houston netropolitan
area, and indeed in all nmetropolitan areas in the state,
is the zero to 40 nmarket. W've, unfortunately, been
given not the right tools to be able to reach that market.

Admttedly, the Tax Credit Programis primarily geared at
the 50 to 60 percent of nedian famly inconme market.
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Wth the Hurricane Katrina and Hurricane Rita
cat ast rophes, what we have to do is we have to begin to
t hi nk about what we can do with the tools that we' ve been
given. And one of the things that we've been di scussing
and thinking about is a request of the federal governnent
to allow the departnent, through a waiver or through a
rul e change, to allocate tax credits based on what the
departnent determnes to be the market need by incone
category rather than sinply assign a standard 9 percent.
In essence, in the GO Zone you were given an ability to
assign 130 percent tax credits.

| woul d suggest that one of the tools that may
be useful in trying to neet this 40 percent of nedian
famly income market would be a limted federal rules
wai ver which would all ow the departnent to underwite tax
credit devel opnents to produce 40 percent of nedian famly
income units by adding additional tax credits. W're
wor king on trying to produce sonme witten materials which
we will get to you soon on this.

| al so have sone concerns that the previous
speakers raised, | share sone of the concerns that the
previ ous speakers have rai sed about using the limted
mar ket inpacts as a nethod of analysis. | think there's
sone Fair Housing concerns that we need to be aware of in
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that. But again, this is a very inportant study and |
hope that you will comm ssion simlar studies in the San
Antoni o and Dal |l as markets soon.

Thank you very nuch.

M5. ANDERSON: Thank you very much

We don't have an action itemon this. Are
there any other questions for staff?

(No response.)

M5. ANDERSON: Thank you. Then we'll proceed
with itemnunber 3, which is Presentation, D scussion and
Possi bl e Approval of Housing Tax Credit Itenms. M. Dally.

MR DALLY: Yes, Madane Chair.

The first item here are anmendnments invol ving
mat eri al changes to housing tax credit applications, the
first one being the Bayou Bend, Housing Tax Credit
Devel opnment Nunber 032454, and they're asking to change
their bedroom m x. The one-bedroom was under-reported and
t wo- bedroom over-reported initially, so instead of 13 one-
bedroom units and 43 twos, it would be a correction to 14
one- bedroom and 42 two-bedroom units.

MR BOGANY: So noved.

MR. GONZALEZ: Second.

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

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

MR DALLY: The second one is the Villas of
Hubbard, Housing Tax Credit Devel opnent Nunber 05243.
This change is a change in their site plans. They needed
to do sone different setbacks and nove sone buil di ngs
around in order to allow for parking on that particul ar
site, and staff is recomendi ng that change.

MR BOGANY: So noved.

MR GONZALEZ: Second.

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

(A chorus of ayes.)

MS5. ANDERSON:. (Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

MR. DALLY: On item (b), these are housing tax
credit extensions for commencenent of substantial
construction. They're actually two rel ated properti es:
Al vin Manor which is Housing Tax Credit Devel opnent
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Nunber 04203, and Alvin Manor Estates. This is located in
Alvin in Brazoria, it's for general population. They're
asking to change fromthe current deadline for
commencenent of substantial construction from February 1,
2006 to June 30, 2006.

MR BOGANY: So noved.

MAYOR SALI NAS:  Second.

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

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

MR. DALLY: The next request is fromthe
Commons of Grace Apartnments, Housing Tax Credit
Devel opnment Nunber 04224. This one is in the Houston
area, and you mght recall this one had sone HOVE funds
attached with it. There was a suspension of HOVE funds in
the city of Houston. They anticipate that that conm tnent
will be reinstated at the March 22 city council neeting.
It is new construction, elderly. W would be extending a
deadline from May 31, 2006 to May 31, 2006, and staff is
recommendi ng that change.
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M5. ANDERSON: March 31 to May.

MR. DALLY: March 31, 2006 to May 31.

M5. ANDERSON: | have sone public comment on
this, and | want to do that now before we have nore
di scussi on and a noti on.

M. Charles Tayl or.

MR. TAYLOR  Thank you. W would only do the
public comment if it was needed; if it wasn't needed, then
we weren't going to coment on it. |'m Charles Tayl or.

M5. ANDERSON: Ckay. Thank you, sir.

Deepak?

MR. SALAKLE: Only if needed.

M5. ANDERSON: M ke Martin? Ckay, we'll just
hol d those for a mnute.

MR BOGANY: So noved.

MAYOR SALI NAS:  Second.

M5. ANDERSON: | have a question, and maybe you
know the answer, M. Dally. The board wite-up says that
t hey were supposed to get approval of these HOVE funds at
council on March 1, so what is the cause of the del ay?
I"'ma little reluctant to grant an extension w t hout
having any idea if the HOVE funds are forthcom ng or not.

MR DALLY: | don't know the answer to that.

M5. ANDERSON:  Wul d one of the witnesses |ike
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to answer that question for us?

MR. SALAKLE: |'m Deepak Sal akle with Sout hwest
Housi ng.

The del ay was because it just took us tinme to
negoti ate the HOVE | oan docunents, and so we are on the
city council agenda for the 22nd of March.

MAYOR SALINAS: Can we do it subject to their
approval ?

M5. ANDERSON: But you were on the agenda for
March 1.

MR SALAKLE: For March 8.

M5. ANDERSON: But the letter from Coats Rhodes
says March 1.

MR, SALAKLE: W could not get on to the March
1 agenda; we were on the agenda for March 8 but there have
been sone delays in negotiating the HOVE | oan docunents,
and they didn't have a city council neeting on the 15th of
March, so we had to nove it to the 22nd, and we are on the
city council agenda as we speak.

MS. ANDERSON:. And you can finish this project
inthe tinme that you have left to do this before the
credits?

MR SALAKLE: Yes, we can. And if there are
techni cal questions on the construction side, | have a
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construction schedule with nme, and the head of our
construction conpany.

M5. ANDERSON: | just want you to tell ne you
can get it finished.

MR. SALAKLE: Yes, we can get it finished.

MAYOR SALINAS: Can we do it subject to the
approval of the city council?

MS. ANDERSON: Yes, we can.

MAYOR SALI NAS: Are you okay with that?

MR. BOGANY: Yes, I'mfine with that. | accept
t hat amendnent .

MAYOR SALI NAS:  The anendnent woul d be to
approve subject to the city council approval.

M5. ANDERSON:  Approval of the HOVE funds. So
shall we vote on the amendnent first? So for the
anendnent. All in favor of the anendnent, please say aye.

(A chorus of ayes.)

MS5. ANDERSON:. (Qpposed, no.

(No response.)

M5. ANDERSON: The anendment carries. And now
the vote on the main notion, which is to grant the
extension. All in favor of the notion, please say aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.
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(No response.)

M5. ANDERSON: Motion carries.

MR, DALLY: Item 3(c) is a technical anmendnent
to the QAP. W inadvertently put April 1, 2005, to accept
| ocal support for this particular credit round, and we
need to change that to April 1, 2006 for the acceptance of
| ocal official letters.

MR. GONZALEZ: | nove we approve that.

MR BOGANY: Second.

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

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

MR DALLY: The next itemhas to do with review
of five 4 percent tax credit determ nation notices where
we have ot her issuers of the tax-exenpt bonds. The first
itemis the Lindberg Parc Senior Apartnents |ocated in
Fort Worth. The issuer would be the Tarrant County
Housi ng Fi nance Corporation; total units 196; tota
devel oprment $18, 790, 155; the applicant is proposed tax-
exenpt bond anobunt of $14 million; the requested credit
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allocation is $740, 255, and we are recomendi ng that
anmount .
BOGANY: So noved.

GONZALEZ: Second.

5 3 3

ANDERSON: Do we need a resol ution nunber?

MR DALLY: W're not the issuer so we don't
need a resol ution nunber.

MS. ANDERSON. That's usually M. Conine's job.
Al in favor of the notion, please, say aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: Mbtion carries.

MR DALLY: The second is the TownParc at
Bastrop. Let nme go ahead and read in the devel opnent
nunber here: 05450. It's located in Bastrop; Bastrop
Housi ng Fi nance Corporation would be the issuer; it's a
total of 244 units; total devel opnment $24, 708, 208; there
woul d be a tax-exenpt bond anmpbunt of $15 million; their
request and our reconmendation is for $760, 050 of tax
credits.

MR. GONZALEZ: Move for approval.

MR BOGANY: Second.

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

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

MR. DALLY: The third one is 05454, Lodge at
Silverdal e Apartnent Hones. The location is in Conroe;
Mont gonmery County Housi ng Fi nance Corporation would be the
issuer; it's a total of 160 units; the tax-exenpt bond
amount woul d be $7, 945, 000; they've requested and we are
recommendi ng $606,538 in 4 percent tax credits.

MR. BOGANY: So noved.

MR GONZALEZ: Second.

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

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

MR. DALLY: The fourth itemhere is 060402, the
Hi|lcrest Manor Senior Comunity in Lubbock. Lubbock
Housi ng Fi nance Corporation will be the issuer; 220 total

ON THE RECORD REPORTI NG
(512) 450- 0342




88

units; the tax-exenpt bond woul d be $10, 500, 000; the

request ed and recommended anmount of tax credits is

$629, 797.

MR BOGANY: So noved.

MAYOR SALI NAS:  Second.

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

pl ease say aye.

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

MR DALLY: The fifth and final one would be
the Sea Breeze Apartnents, 060405, |ocated in Corpus
Christi. Sea Breeze, a public facilities corporation,
woul d be the issuer; the proposed bond anmount is
$7, 855, 000; their requested and our reconmended anount of
tax credits is $612,571.

MR GONZALEZ: So noved.

MR BOGANY: Second.

M5. ANDERSON: Bear with nme just a second. |
think that there's sonebody here from Corpus Christi that
would Iike to speak. | know | saw it in here.

MALE SPEAKER:  After you've made your deci sion

ON THE RECORD REPORTI NG
(512) 450- 0342




89

I"d like to thank you.

(CGeneral |aughter.)

M5. ANDERSON: | have a couple of questions for
staff about this, M. Dally; | don't know who you'd |ike
to have field those. | find things interesting in here
i ke does Skyline Drive exist, and does that make any
difference to us. The staff seens to inpose -- and
remenber, board nenbers, this is the one where we're
taking it, at the applicant's request, on an accel erated
basis. So normally this thing would not have cone to us
as quickly, and there are a nunber of conditions here.
And so | just wanted to ask staff if they are confortable
that this deal is ready to proceed.

MR DALLY: | would ask Tom Gouris to cone
forward

MS. ANDERSON:. Those of you who were here | ast
mont h when Corpus Christi asked to be put in the queue,
asked that this thing cone in | think ny word was in a
pristine fashion since the staff was going to extra
efforts. So | just want to know what you think.

MR GOURIS: Tom Gouris, director of Real
Estate Anal ysi s.

These are issue that they are still going to
address, a couple of conditions that are in here. There
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were simlar issues when we |ooked at this the first tinme,
and we kind of had expected these to be renaining
outstanding. It's not atypical.

One hundred percent pristine, | can't say that
it was, but sufficiently pristine so that we can nove
forward with affirmati ve recommendation, definitely.

M5. ANDERSON: Thank you. Anybody el se have

any questions? D scussion? Hearing none, | assune we're
ready to vote. Al in favor of the notion, please say
aye.

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

M. Franco.

MR. FRANCO  Thank you very much. 1"m just
here to thank you on behalf of the Cty of Corpus Christi
Housi ng Authority and Sea Breeze Seniors. You're very
graci ous and your staff did a terrific job in getting it
up to sufficiently appropriate, and we thank you for that.

And by the way, Richard Franco.

M5. ANDERSON: Thank you, sir.

At this point we are going to take about a 30-
m nute break, the board needs to have an executive
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session. And sone of you all want to have a bite to eat
before the Capitol Gill shuts down its range of options,
so |'mguessing, M. Hanby, we'd be ready to reconvene in
about half an hour, we hope?

MR HAMBY: Yes.

M5. ANDERSON: So then | have to read this
little speech. On this day, March 20, 2006, the regul ar
session neeting of the governing board of the Texas
Depart ment of Housing and Conmmunity Affairs was held in
Austin, Texas. The board adjourned to a cl osed executive
session as evidenced by the following: the board wll
begin its executive session today, March 20, 2006, at one
o' clock p. m

The subject matter of this executive session
del i beration is as foll ows:

The board may go into executive session (close
its meeting to the public) on any agenda itemif
appropriate and authorized by the OQpen Meetings Act, Texas
Gover nment Code, Chapter 551.

The board may go into executive session
pursuant to Texas Government Code, Section 551.074 for the
pur poses of discussing personnel matters, including to
del i berate the appoi ntnent, enpl oynent, eval uati on,
reassi gnment, duties or dism ssal of a public officer or
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enpl oyee, or to hear a conplaint or charge agai nst an
of ficer or enployee of TDHCA.

Consultation with attorney pursuant to 551.071
of the Texas CGovernnent Code: Wth respect to pending
litigation styled Hyperion, et al v. TDHCA, filed in State
Court; with respect to pending litigation styled TP
Seniors I, Ltd. v. TDHCA, filed in State Court; with
respect to pending litigation styled Gary Traylor, et al
v. TDHCA, filed in Travis County District Court; with
respect to pending litigation styled Dever v. TDHCA, filed
in Federal Court; with respect to pending litigation
styled Ballard v. TDHCA and the State of Texas, filed in
Federal Court; with respect to the adm nistrative hearing
styled as Public Utility Conm ssion v. The Low I ncone
Energy Efficient Program SOAH Docket Nunmber 473-06-0862;
Wi th respect to any other pending litigation filed since
the | ast board neeting.

So we stand in recess.

(Whereupon, at 1:00 p.m, the neeting was
recessed, to reconvene this sanme day, Mnday, March 20,

2006, follow ng conclusion of the executive session.)
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AFTERNOON SESSI ON

(Time Noted: 2:00 p.m)

M5. ANDERSON: We will cone back to order. The
board has conpleted its executive session of the Texas
Depart ment of Housing and Community Affairs on March 20,
2006 at two o' clock p. m

| hereby certify that this agenda of an
executive session of the governing board of the Texas
Depart ment of Housing and Community Affairs was properly
aut hori zed, pursuant to Section 551.103 of the Texas
Government Code, that the agenda was posted with the
Secretary of State's office seven days prior to the
neeti ng, pursuant to 551.044 of the Texas Governnment Code,
that all nmenbers of the board were present with the
exception of Kent Conine, and that this is a true and
correct record of the proceedi ngs, pursuant to Texas Open
Meetings Act, Chapter 551, Texas Governnent Code.

The next agenda itemwe're going to take is the
addendumto the agenda that was posted on the 16th of
March, as provided by our statute. This is Presentation,
Di scussi on, and Possi bl e Approval of Appeals Tinely Filed
Pursuant to 2306.6715(d)(t) for 4 Percent Housing Tax
Credit Applications. M. Dally.

MR, DALLY: The first itemwould be an appeal
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for the Creeksi de Manor Senior Comrunity which is | ocated
in Killeen, Texas. It is a 4 percent tax credit deal
where we are the issuer on the bonds.

Do you want to take the appeal first or have
our staff recommendation?

M5. ANDERSON: | think | would Iike to have a
staff discussion and then we will hear the several people
who are here to make comment on the appeal.

MR. DALLY: Okay. Then we received new
information after the posting of the board book on this
particular item The income |evels cane out and rents
were recal cul ated after the posting of this particular
item and at that tinme this was a do not recommend. W' ve
since | ooked at that, and at this tine | would recognize
M. Gouris to give us sone discussion on what's changed
since this do not recommend.

MAYOR SALINAS: What itemis that?

MR, DALLY: This is item4(a)

MAYOR SALI NAS:  4(a)?

MR. DALLY: Creekside Manor Senior Community.

MS. ANDERSON: At the tinme of the board book,
Mayor, both of these were not recommended by staff and the
appl i cant has appeal ed and worked with staff, and | think
we're preparing to hear fromM. Gouris on the first of
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the two on Creekside Manor.

MR GOURIS: Tom Gouris, director of Real
Estate Analysis for the departnent.

We had been working with the applicant in
trying to get to sone accomodation for the differences we
have with this property. The key thing that has changed,
however, was that on Monday, the day we posted our report
to the website, our statew de rents came out, maxi mum rent
| evel s cane out, and in this particular nmarket, as a
result of an increase in the incone |evels posted by HUD a
coupl e of days earlier, the rent for the tax rate units in
this property ook to be able to go up about $16 per unit.

That's a rent that is achievabl e based on what the market
study suggests to us. That provides another $28,600 in
annual income; that increases the ability for the property
to service sone debt; it reduces their need to defer
devel oper fees.

So knowi ng that information, we can get
confortable with the transaction as neeting -- the
deferred devel oper fee neeting the repayability 15-year
period. | can give you sonme nore nunbers if that would
hel p you, kind of walk through it with you.

M5. ANDERSON: And that your issue that one of
t he measures by which you determned it's financially
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unf easi ble was that under the prior rent levels the
devel oper fee could not be repaid?

MR GOURIS: Yes, ma'am The net operating
i ncone that we projected based on our operating expenses,
based on income and what - have-you provi ded insufficient
cash flow over the first 15 years to repay what we
proj ected the deferred devel oper and contractor fee to be.
The increase of $28,600 in incone annually allows another
$669, 000 in debt to be achi eved based on our analysis.
That woul d i ncrease our estimate of the debt at permanent
to be $9,400,000; that's up fromthe $8, 699, 000.

So that increase in debt then al so reduces by
t he sane anpbunt the anobunt of devel oper fee or contractor
fee that has to be deferred, so we end up with contractor
fee to be deferred of $2,201,809, and the 15-year cash
flownowis a little bit higher, it's $2,425,603, so it's
greater than the anount of deferral. They will still have
to defer sone contractor fee, but in this case they're a
related party, and so that shouldn't be an issue.

M5. ANDERSON: Any questions for M. Gouris?

MR. DALLY: 1've got one. So Tom are you then
in agreement with the requested credit allocation and bond
anounts as they were requested? They had requested
$390, 353 in credits.
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MR GOURIS: Yes, that's what they requested.
Now, we couldn't get to that credit amount, and in the
back of our report you'll see an Excel spreadsheet that we
have there. The box is circled around a credit anount of
$378, 287 and that's the anount that we woul d recomrend.

MR DALLY: $378, 2877

MR, GOURIS: $378,287. On the debt side, the
typi cal transaction, we expect the lender to finalize the
amount of the bonds and that amount is $10, 300, 000. W
then evaluate that to see if there m ght be sone portion
that's going to be set aside in a kind of a redenption
situation in case they don't nmeet the expectations of the
 ender. In our situation that anount woul d reduce the
bond anmount to $9, 040, 000, but we're recomended the $10
mllion three, as is our custom to allow themto have
t hat .

M5. ANDERSON: There were coments in the
transcript of the public hearing about building a road,
and | think it was a conversation between M. Turek and
M. Wiitis. And | think, M. Turek, will you address that
in your coments to us in just a mnute?

MR TUREK: | sure will.

M5. ANDERSON: Any ot her questions for Tonf

(No response.)
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M5. ANDERSON: Thank you. M. Turek.

MR. TUREK: First of all, |I"mDavid Turek. Let
me address Ms. Anderson's request first. The road has
been built. That comment was made in a TEFRA hearing, the
initial TEFRA hearing over a year ago, but that road is
now built, and he was not present at our |ast TEFRA
hearing. So the road has been built. And as it turns
out, we had a reissue on this and had to do a second TEFRA
hearing, but the road is now built.

M5. ANDERSON: | see what you nean. Ckay.

MR. TUREK: First of all, thank you for hearing
our appeal today. | think the main thing that | want to
address today is some of the differences that staff and I
have relates to certain cost-saving neasures that we are
bringing into account that at this nmonment in tine | don't
have the proof that it works, but I'lIl give you sone
i deas.

Actually, 1've got some books here that 1'd
like to hand out, if | may approach.

First of all, being a senior property, we're
finding that we have a |l ot | ess wear and tear on our
properties than we would in a famly situation, and a
couple of things that we're doing to help along with this
is we're putting |lamnate wood flooring in which is taking
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away the need to replace carpets and do carpet cleaning
which is a significant expense. W're putting granite
counter tops throughout which is solving the problens of
havi ng counter top repairs.

As far as savings on things we're doing here,
we're putting in now dual -flush toilets which is kind of
the | atest and greatest on water-saving features where you
actually have -- | hate for this to be on public record,
but you have a nunber one button and a nunber two button,
and the nunber one button is a .8 flush and the nunber two
is al.6 flush. OQur reports are showing that has a
significant savings in water and there are sonme reports in
these things that |1've given you

Additionally, we're drilling water wells for
our irrigation, and I have not had a chance to tear it
apart but | just got sone information in today from
Killeen indicating that on simlar properties
approxi mately 20 percent of the water usage on the
properties is for irrigation. So we're doing things of
t hat nature.

W own tree farns and so we're saving a
t remendous anount of noney on our | andscape mai nt enance
and doing things of that nature. So we're doing a | ot of
work here to alleviate sonme costs, and we feel very
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confident that our costs, though they're not in line with
t he dat abase, |I'm hopeful this tinme next year that we'll
be sitting here and having hard proof on these properties.
We have one property that is now 98 percent | eased that
has many of these itenms in it, and we'll have that ful
year of operation.

But we feel very strongly that it's going to be
a successful property and will make the $10 million three.
Qur lender is ready to close, our syndicator is ready to
go, and they've underwitten these things also after doing
some work with us. So that being said, thank you for your
hel p.

Any questions?

M5. ANDERSON: Thank you, sir.

MR. BOGANY: | have a question for M. Gouris.

M5. ANDERSON: Tom

MR. BOGANY: Tom these are cost-saving ideas
that they are recommending that they will put in. Does
t hat have any effect on whether or not the cost of
operation is going to be less in these properties?

MR GOURIS: W certainly hope so, but as M.
Turek said, we have been struggling with the inability for
themto prove that up as far as historical operating
expenses show.
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M5. ANDERSON: That's not why your
recommendat i on has changed?

MR GOURIS: Yes, ma'am that's not why our
recommendat i on has changed.

MR. BOGANY: Ckay. Thank you.

M5. ANDERSON: | al so have wtness affirmation
forms from Tom Langdon, Collin Whittier, and R chard Shaw.

MR SHAW [|'Ill pass for now, unless you have

any questions.

M5. ANDERSON: And you are, sir?

MR SHAW |'m R chard Shaw.

MS. ANDERSON: Thank you.

MR. LANGDON: Tom Langdon, sane.

MR VWH TTIER Collin Wittier, sane.

M5. ANDERSON: Thank you

Any ot her discussion? Hearing none, | assune
we're ready to vote. Al in favor of the notion -- do |

have a notion?

MR. BOGANY: So nove on staff recommendati on.

MR. GONZALEZ: Second.

MS. ANDERSON: And do we have a resol ution
nunber on this one?

MR DALLY: Yes, we do. It is resolution
nunmber 06-0112.

ON THE RECORD REPORTI NG
(512) 450- 0342




102

MR. HAMBY: Actually, this is the appeal of the
staff's do not recomend, so you're not voting on the main
notion yet. You would be voting on the nmain notion the
next time which would have the resolution. This deals
with the staff's recommendation, the do not recommend, and
with the new information, they have changed t hat
recommendati on for purposes of the appeal, so you would be
agreeing with the staff's new informati on as opposed to
the information that was included in agenda item 4(a).

M5. ANDERSON:. So the notion is to approve the
applicant's appeal .

MR. HAMBY: Correct.

MR. GONZALEZ: That's what we thought, yes.

M5. ANDERSON: |s everybody okay with that?
kay. Al in favor of the notion, please say aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

Now, do we do the other appeal ?

MR. HAMBY: You can do themin either order.

M5. ANDERSON: |'ll now entertain a notion to
approve the devel opnent.

MR BOGANY: So noved.
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MR GONZALEZ: Second.

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

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

So now we're on the appeal for the second
devel opnent, Generations at Mansfiel d.

MR DALLY: The Cenerations at Mansfield is
| ocated in the towmn of Mansfield in Tarrant County. Up in
t hat second paragraph you'll note that there are a
consi derabl e nunber of letters of opposition, including
from State representatives Toby Goodman, Bill Zedler,
State Senator Kim Brinmer, Mayor Mel Newran, and School
Superi nt endent Vernon Newsom

Staff is recommending to not approve the
i ssuance of multifam |y housing nortgage revenue bonds
2006 and housing tax credits because of the repaynent of
the deferred devel oper fee in | ess than 15 years and the
i nclusive capture rate exceed the departnent's 25 percent
requirenent.

MAYCOR SALI NAS: But they're appealing?
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MR. DALLY: Yes.

M5. ANDERSON: Right. M. Gouris, would you
like to elaborate a little bit on your thinking on this?

MR GOURIS: Sure. On the 15-year issue, the
cash flow i ssue, they also had sone new i nformation. They
had indicated to us that the rents had changed prior to
finishing this wite-up, and we did take that into account
in our wite-up, still couldn't get there. But they have
al so included a | oan conm tnent from Tarrant County
Devel opment Cor poration which is a subsidiary of Tarrant
County, and they have committed to a $750, 000 cash fl ow
loan that is to be paid after the deferred devel oper fee,
and so with that, they would resolve the primary issue
with the 15-year cash flow issue.

What woul d be left on that piece of it would be
t he ambunt that is over and above on the contractor fee
that has to be deferred because, to nmy know edge, it's not
a related party contractor. That would still have to get
resolved. The applicant has indicated to us that they
shoul d be able to get us a letter on that issue to resolve
t hat .

However, we still have the issue of the
i nclusive capture rate issue, and we haven't been able to
make any additional progress there. W understand their
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position but we're kind of stuck with our cal culation and
how we are looking at it, and | think they have sone
information they want to discuss with you about it.

MR. BOGANY: So at this point in time, Tom you
woul d still not recomrend this project?

MR. GOURIS: That's correct.

MR. BOGANY: And it's based solely on the
capture rate?

MR GOURIS: That's correct.

M5. ANDERSON: And the contractor fee?

MR GOURIS: Contractor fee deferral which
think we can get resolved, but that's still technically
I i ngering.

MAYOR SALI NAS: Have you gotten any call from
those state representatives? You have about six or seven
opposing it. Wo are they?

MR GOURIS: M positionis to wrk on the real
estate transaction and the effects of the collateral and
the financing. | think Robbye Meyer woul d be better able
to speak to that issue.

MAYOR SALI NAS: But you can only use two of
t hem

M5. ANDERSON: That's in the 9 percent round.
They don't score the letters.
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MAYOR SALI NAS: Wiy are they so nmuch opposed to
this project? Can sonebody answer that? | nean, when you
get six or seven peopl e.

MS. MEYER. Robbye Meyer, manager of
Mul tifamly.

| actually did this hearing and a ot of the
community was there. Most of the people that actually
sent in letters weren't at the public hearing, however,
there were quite a few citizens that live right there.

This particul ar devel opnent backs up to the
National Mansfield Golf Course and there are sone rather
expensive hones in that particular area, and that's pretty
much it.

MAYOR SALINAS: That's why they got the state
reps?

M5. MEYER: The representatives and el ected
officials haven't specified exactly what their oppositions
are.

MAYOR SALI NAS: They just didn't give you a
reason.

M5. MEYER: They're supporting their
consti tuency.

M5. ANDERSON: Well, and the capture rate
doesn't prove up. | nean, how often do we see a dea
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where our underwriter doesn't end up getting confortable
with the market study that was submtted? W don't see
very many deals conme in that get this far to us that have
a capture rate exceeding 25 percent because they don't get
to us.

So there are comments in this transcript on
page 60 where sone w tness naned Ms. Spiegel is talking
about there being four deals in the |ast four years. |
don't know if that's accurate or not. Usually Robbye does
a nice job in these hearings because they're not easy
si tuations.

Was the devel oper at this hearing?

M5. MEYER  Yes, nmm'am

M5. ANDERSON: Did the devel oper neet with the
nei ghbor hood before the hearing?

M5. MEYER. No, he did not.

M5. ANDERSON: W do have public conment on
this topic fromthe devel oper.

MR. BOGANY: Can | ask anot her question of Tonf

The reason you're not reconmending this project is
because it does not neet the capture rate that we need to
have to do this.

MR GOURIS: That's correct.

MR. BOGANY: So everything else but it does not
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nmeet the things that we use as a baronmeter to okay a deal

MR. GOURIS: Based on the way that we typically
calculate it and | ooking how we validate that cal cul ation,
we weren't able to get to a capture rate that was
accept abl e.

MR. BOGANY: \What was the capture rate for this
conpl ex and what is deened acceptabl e?

MR GOURIS: And this is an inter-generational
devel opnent so there's two pieces to it: there's an
el derly piece which is allowed to go to 100 percent
capture rate, and then there's a famly piece and this is
an urban area so that's allowed to go to 25 percent.

We have gone back and forth several tinmes with
t he market anal ysts and kind of worked on this, and the
final capture rate that they had conme to is 24.5 percent.

MR. BOGANY: What is your thoughts about that?

MR GOURIS: W thought it still underestimted
the capture rate, we thought it overstated demand. And |
can explain why that is, if you'd like. | nean, there are
sone mtigating factors to this in that it's a growth
area, and a | ot of demand for devel opnents in our
met hodol ogy, in the traditional nethodology that's used is
dependent on turnover, and if it's in a growth area that
has few rental units -- which this is the case -- it's
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much nore difficult to show a demand from turnover because
there aren't many units to turnover. And that's one of
the main problens with this transaction fromhow did they
get there.

You know, there's a |ot of evidence, a |ot of
anecdot al evidence of the growh that's occurring in the
area and that can be very persuasive, but our fornulaic
approach to determ ning appropriate capture rate doesn't
allow us to take that into consideration unless they can
put it down in an equation that you can see how they're
going to get to that demand nunber.

MR. BOGANY: Thank you.

M5. ANDERSON: | have one nore question. This
is a Priority 3 transaction. |Is that right? 1 nmean,
that's what the wite-up says.

MR GOURIS: Yes.

M5. ANDERSON: And in years past we didn't see
a lot of these because we never got that far down the
list, but is my recollection correct that tax credits are
not required wwth Priority 3 transactions, that the bonds
can still be issued, don't have to have 4 percent credits
associ ated with thenf

MR GOURIS: That's true. The financial
feasibility of the transaction would be separate.
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M5. ANDERSON: But these things are not
mandates, they're tools.

MR GOURI'S: Correct.

M5. ANDERSON: M. Spicer.

MR. SPI CER. Thank you very much. | appreciate
the board allowing ne to take this opportunity to speak
with you, and I want to speak with you specifically on the
capture rate because that's the real issue that we're
tal ki ng about here.

As Tom poi nted out, our narket analyst did cone
up with a capture rate that they felt nade sense and did
meet all TDHCA's criteria that was just under TDHCA's
t hreshol d of 25 percent.

What | also want to speak to, and one of the
reasons we're appealing, is that the idea behind the
capture rate is really to prevent the TDHCA from doi ng
deal s and approving deals that are not market supported,
that there's no demand for, and are going to cannibalize
ot her deals out there. What we're |ooking at here -- and
t hey had tal ked about other deals in the area, four deals
in the area -- we don't have an unstabilized deal in over
six mles of this transaction. That's a pretty
substantial area away fromthis.

In addition, we have a very rapidly grow ng
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city. The city is growing at a pace of alnost 10 percent
a year, and because of that growh, we're really seeing
factors that are not conducive to the capture rate

anal ysis. Wat we have is this a comunity that is a
bedroom communi ty, has been for years. Suddenly they've
reached a critical mass that's saying nost of the people
here have conme that |ive there. W have an 85 percent
homeowner rate in the city; there's very fewnultifamly
units available in the city. Mst of those people do not
work in Mansfield, they are |eaving the city.

Now t hat we' ve reached a critical nmass in the
city of population, this city is exploding from an
econoni ¢ perspective. They are really grow ng and grow ng
rapidly. On the demand side, there's only 228 tax credit
units in the market now. Wat we've seen is that those
are at a 96 percent occupancy rate, a pretty good
i ndi cation of demand in the area.

In addition, we are seeing new construction of

a brand new hospital within two-thirds of a mle of this

site. In addition to this hospital which is supposed to
open its doors in Decenber of '06 -- substanti al
construction has already commenced on that -- there's

anot her 72,000 square feet of nedical office right across

the street fromthat that is about to break ground.
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In addition to that 72,000 square feet, there's
i ke 200, 000 square feet of nedical office that is in the
works. In addition to that, less than a mle and a half
fromour site there's construction of a newy approved
1, 200, 000 square foot mall. That's going to add sonewhere
between 2- to 3,000 jobs to the area. The hospital is
expected to add another 500 jobs to the area. Wile not
all these jobs will hit our tenant base, the majority of
themactually will be who we are targeting at this site.

We're only tal ki ng about 152 units when you
take the senior conmponent out. This is a substantial new
devel opnent in the area. W think the demand is there.

We are |l ooking for you to approve this devel opnent based
on the demand in the market.

Unfortunately, the anonmalies of the capture
rate net hodol ogy are not there to prove it up, but as our
| enders have gone through and done substantial work on
this, they believe -- and they're the ultimate test for
us -- they believe the demand is there, we believe the
demand is there, and we think because of sone of the
anonmalies Tomis not official able to get confortable with
it -- 1 think would like to approve it but we have sone
anomal i es.

For exanple, in the data, one data source says
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that the city has grown 22 percent, another data source
says it's grown up to about 90 percent in the last five
years. W show school district data that says schoo

di strict population has increased by over 90 percent. W
think that alone is a pretty good indication that this
area is ready for devel opnent, this area needs this type
of housing, and without this type of devel opnment,
Mansfield will not see again a housing tax credit

devel opnment and this population will continue to be under-
served in the area.

M5. ANDERSON: I'msorry. Wuld you repeat
t hat ?

MR SPICER | believe that if this devel opnent
doesn't go forward you will probably not see another tax
credit devel opnent.

M5. ANDERSON:. On what basis do you draw t hat
concl usi on?

MR, SPICER Limted supply of nultifamly
zoned land, the unwillingness of the city to re-zone | and.

MAYOR SALINAS: |Is this zoned by the city?

MR SPICER It's currently zoned nmultifamly,
it meets with their master | and use pl an.

MAYOR SALINAS: And they're in favor of your
proj ect ?
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MR. SPICER. The city is not in favor of the
proj ect because it's in a upscal e nei ghbor hood.

MAYOR SALI NAS: But that has nothing to do with
t he zoni ng.

MR SPICER. The land is zoned, and we've
specifically selected a site that we've tried to put as
far away fromany single fam |y housing as possi bl e.

It's surrounded on three sides by multifamly zoned | and
and on the frontage by retail and on the far side by golf
and recreational uses.

MR. BOGANY: Is this the project where you' ve
got the seniors living in the sane conpl ex?

MR SPICER. That is correct.

MR BOGANY: And so it was sort of an
experinmental type deal ?

MR, SPICER That is correct. W've got 100
units of seniors in this devel opnment and 152. And the
mar ket capture rate that we're discussing is really the
senior neets the criteria, the 100 units neets the
criteria, the famly is the only portion of this in which
we have a capture rate issue.

M5. ANDERSON: That stands to reason because
the capture rate on seniors is 100 percent.

MR. SPICER  That's right.
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M5. ANDERSON: Talk to me about your
interaction with the nei ghborhood. Dd you neet with the
nei ghbor hoods? | know this area very well because | have
driven this road, so | know there's a |lot of raw | and ki nd
of down where you are.

MR SPICER. There is, and there's over 200
acres there zoned nmultifamly. The pricing of that has
gone skyrocketing, especially wth the announcenent of
this developnent. In addition to this, we're trying to
devel op another 240 units of market rate right next door
which is a substantial amount of market rate. W see the
demand there, as the |enders do see the demand there being
substanti al .

MR. BOGANY: Do you have any opposition with
t he market rate?

MR SPICER No, we don't. The city has
specifically said, We don't mind nmultifam|ly there, we
just don't want low inconme nultifamly there.

MAYOR SALI NAS: Can they do that, can they say
that when they zone it thensel ves?

M5. ANDERSON: There are sone things going on
in this neighborhood that I'"mgoing to talk about in a
mnute, but | want to hear it because | have spent tine
down on this road recently. 1'd like to hear fromJerry
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Wi ght .

MR. SPICER  Jeff Spicer, State Street Housing
Devel opnent .

MR. WRI GHT: Thank you, Ms. Anderson. |'m
Jerry Wight with GVAC. We're the construction and permt
| ender on the transaction.

| won't try to go too deep into the nunbers. |
t hi nk Tom has actually done a very good job of explaining
what the view of the market is right now W visited the
property several tines; we visited the property
surrounding this area. W love this property. W think
that the situation that it is in which is actually an
upper inconme area with very good | ocation, very good
accessibility, extrenely good future as far as growth, and
t he school district growh and the city growth and
enpl oynent that is going to be comng in, this is going to
be a trenmendous property.

It may not, if we had the transaction up and
| eased right now, again fit all of the capture rate issues
that the departnent |ooks at, however, it fits every
single box that a | ender and that an investor |ooks at
which is feasibility fromour perspective.

We don't believe that the capture rate issue is
wong. W think that with the departnent, they actually
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| ook at nore transactions than any | ender in affordable
housi ng or any investor in affordable housing |ooks at,
and they have, 1'd say, a fifth of the staff that each of
us have, so we need to have a box that is a round peg into
a round hole. Unfortunately, there's a one-to-five chance
that a transaction that's out there doesn't fit that box,
and this is such a transaction.

Were we to actually | ook at devel opi ng a dea
say in River Caks, maybe in Hi ghland Park or even in a
high gromh area like Frisco, then you woul d see the sane
thing. It would show that there are very, very few | ow
i ncone residents, therefore, the capture rate is very | ow.

VWhat we | ook at isn't who the residents are right nowin
the area, we look at if this property were avail abl e,
given the anenities that we have, given the rent structure
that we have, would the residents be willing to nove into
that area. Qur answer is unequivocally yes.

And other than trying to go through all the
denogr aphics that we have, 1'll try to leave it with that,
that we have faith in our devel opnment team and that's the
first thing we look at is the devel opnent team The
second thing we | ook at is the neighborhood and the
mar ket, and we have trenendous faith in that.

And the third thing is the structure of the
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transaction, and this transaction is structured in such a
way -- it is alittle bit of, |I guess to say, an anomaly
in the structure with the seniors and with the famly
units, but that also gives us sonme confort as well. W
don't have 250 units of seniors, we don't have 250 units

of famly, we have two different sectors of the market

that we're having to fill up and that's all, and we're
having to fill it up in a very, very high growth area.

And with that, I'll take any questions you have
for us.

MS. ANDERSON. Questions?
(No response.)
MR. WRI GHT: Thank you, na'am

MS. ANDERSON: Thank you.

| feel like I need to share what | know about
this. Several nonths ago -- | don't know whether you al
remenber or not -- we approved a deal over substanti al

community opposition and it's sitting on this map right
above this circle. Prairie Ranch in Gand Prairie, it was
a Hal Thorn, the city council opposed it. W have put a
ot of stuff in Grand Prairie in the |last couple of years
and the record would reflect that M. Coni ne has spoken on
the record about how nuch stuff we've put up in G and
Prairie which is right here.
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And this is 360 and it's a freeway and then it
becomes like a four-lane -- it's not six, | don't think --
four-lane with a big grassy undevel oped nedian in the
mddle. And | think the Prairie Ranch deal, they were
already in the process of doing this, but that was really
the straw that broke the canel's back. They have now
passed sone very restrictive devel opnent guidelines for
that city because they have so nuch affordable
multifamly.

And so now we're in a situation, as we are from
time to tine, where where you draw the line in the market
study is what nakes all the difference. They conveniently
| eave out zip code 76018 which lets them | eave out Artisan
at Rush Creek. | mean, this is part of why we wanted the
Houst on mar ket study, we probably ought to do one in Fort
Wrth or the Dallas-Fort Wrth Metropl ex al so because
we've got to be able to step back sonetinmes froma deal -
speci fic deal

And | believe, first of all, that these deals
have to be good real estate deals, and so | appreciate M.
Wi ght being here from GVAC, because if they're not good
real estate deals, they're not good affordabl e housing
deal s.

But this departnment, this board has a broader
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role than just looking at the real estate feasibility of
the deal. You know, we do have to |look at this deal in
the context of other deals around it. |[|f they think that
the demand for this deal is going to conme from areas

out side of Mansfield, my concern is it's going to cone
fromall the stuff we've just built and are in the mddle
of building in Gand Prairie which felt it was already
overbuilt, and so it just causes nme concern.

This is one bright line that the staff draws
for us is the 25 percent capture rate, and we don't see
very many deals get this far, get to us because they go
away, we never see deals that the staff and the applicant
wor k toget her and decide they' re not going to nove forward
on. So it is very unusual for us to see a deal that gets
all the way to us that the staff doesn't recomrend, and if
we don't have a bright line with capture rate, and as mnuch
as we hear from nei ghborhoods about over-concentrati on,
then I think everything is a slippery slope.

MAYOR SALI NAS: Do they have an el derly project
there al so?

M5. ANDERSON: Yes, there's sonme elderly units
here. W've built a lot of elderly in Gand Prairie too.

MR. BOGANY: Can | ask Tom a question?

M5. ANDERSON:  Sure.

ON THE RECORD REPORTI NG
(512) 450- 0342




121

MR BOGANY: Tom | didn't know where this was.
| guess Mansfield is a suburb pretty nmuch of G and
Prairie.

M5. ANDERSON:  Sout h Dal | as.

MR. BOGANY: He nentioned in his capture rate
that if sonebody was going to do one in H ghland Park that
you woul d have a hard tine with the capture rate there.

s that true? Because |I'm|ooking at the nmandate that you
spread them around, scattered housing, don't concentrate
themall in one area. So would we have a capture rate if
sonebody decided to put it in River Caks or West U in
Houst on?

| " mjust wondering how that cones into play
because | had never even thought of it fromthat
standpoint: if you're going into a high end area, you're
going to have a hard tine with the capture rate there. At
| east you know people would want to |live there but you
don't have any hard data. How does that work?

MR GOURIS: | think it would depend on how t he
mar ket anal yst draws the market area, and a market anal yst
could draw a market area that woul d be exclusively
H ghl and Park and excl ude any other areas that are nearby
that m ght provide sone areas of demand that you coul d get
sone renter turnover from Cearly, if a market anal yst
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drew a market area in a higher inconme area with very few

rental s,

capture rate.

they'd have a very hard tine of proving up

And the capture rate, as Beth just

just one part of the

MR. BOGANY:
said, is your determning factor,
deal to make sure everything fits.

MR GOURI S

that we try to provide

what is beyond what we
MR. BOGANY:
t hrough. Wiy does the

and he's going in with

door, and | can see on

| didn't see all these
there wasn't any units
the maps that |
after
area, but |
mul tifamly,
right on in there.

MR, GOURI S

MR. BOGANY:

But it

map, but on this map it didn't

saw, but now t hat

why they're letting anot her narket

is alot of units in that area,

Right, and it is a bright line
as a backstop to say, you know,
can reconmmend.

One | ast question and I'Il be

city have it zoned for nultifamly

another multifamly right next
my mp -- the first tinme | sawit,
units, it actually |ooked Iike

around it at all, | think on one of

" m | ooki ng back and

Beth explained there are quite a few units in the

guess |'mjust wondering why they zoned it

rate go

Because it's zoned appropriately.
" mjust wondering it was there.
now that | see this

|l ook Ii ke that.
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MAYCOR SALI NAS: You're not recomrendi ng the
proj ect ?

MR GOURIS: That's correct.

MAYOR SALI NAS: Not necessarily because of the
state representatives or the City of Mansfield' s decision
on it, you're just saying that it doesn't work.

MR GOURIS: |I'msaying it doesn't neet our
i ncl usive capture rate.

MR. BOGANY: Based on the capture rate.

MAYOR SALINAS: That's what | want to know,
that it doesn't nmeet the capture rate and it's not a
doabl e project, according to you.

MR GOURIS: It's not one that we can reconmend
based on our rul es.

MAYOR SALINAS: That's what | need to know.

M5. ANDERSON: O her questions for Tomor for
M. Spicer or anybody?

(No response.)

MR. BOGANY: | npove we accept staff's
recommendati on not to approve this project.

MR. HAMBY: Actually, in this case you're
acting [indiscernible] you re denying the appeal.

M5. ANDERSON: We're denying the appeal.

MR. BOGANY: I'msorry. Thank you. | nove
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that we deny the appeal.

MAYOR SALI NAS:  Second.

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

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

Now do we have to go back since we denied the
appeal on this one?

MR. HAMBY: Yes, you still have to vote on the
agenda itemto not reconmend.

M5. ANDERSON:. Ckay. So now | would entertain
a notion to not approve the Cenerations at Mnsfi el d.

MR. HAMBY: Actually, you' d be accepting
staff's recommendation to not approve. |I'msorry. The
first one was you were denying the appeal of the applicant
for the staff's recommendati on, and now you're voting on
the project itself.

MR. BOGANY: | nove that we do not grant the
appeal .

MR HAMBY: You did that.

M5. ANDERSON: You frame the notion
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(CGeneral |aughter.)

MR. HAMBY: On agenda item 4(a), the
Cenerations at Mansfield that you approved staff's
recommendation to not nove the project forward.

MR BOGANY: So noved.

MAYOR SALI NAS:  Second.

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

(A chorus of ayes.)

M5. ANDERSON: Qpposed, no.

(No response.)

MS. ANDERSON: The notion carries.

MR. DALLY: Now backing up, the next one on our
agenda woul d be Bella Vista Apartnents in Gainesville,
Texas. This is 144 elderly units. The applicant is
requesting approval of issuance of fixed rate tax-exenpt
bonds in the anbunt of $6,800,000. They have requested
$519,968 in credits, however, our recomendation is
$518,676. And staff is recommending this deal for
approval .

There is sonme opposition that was registered
with the departnent. It was received fromthe Gainesville
Housing Authority, the Gainesville Hospital District Board
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of Directors, and the city council passed a resolution in
opposi tion.

M5. ANDERSON: And | do have public comrent on
this item so at your pleasure, if you want to hear that
bef or e.

MAYOR SALI NAS: But staff is reconmending this
proj ect ?

M5. ANDERSON: Staff is reconmmendi ng.

M. Jerry Henderson.

MR. HENDERSON: My nane is Jerry Henderson.
amw th the Gainesville Housing Authority.

There are a couple of things | would like for
you to think about in considering the project. Nunber
one, is it needed, and nunber two, is it wanted. | think
you' ve got comments fromall of the governnental entities
in our area, and you should al so have results of the
public hearing that we had in Gainesville which nmakes it
crystal clear that the property is not wanted in the city
of Gainesville.

| will not address that, but what | would |ike
for you to do is consider the market anal ysis that was
presented and maybe go back and revisit sonme of those
itens. | realize that this analysis has aged some since
it was initially presented. Qur research indicates that
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there are significantly nore vacant units in the market
area than is indicated by the market anal ysis.

For exanple, we show that there are presently
in excess of 150 units of multifam |y housing available in
our market area. There are two recent housing tax credit
devel opnents in our market area. One is a 206-unit
devel opment whi ch has been on the narket for two years and
has achieved only a 75 percent occupancy rate. O that 75
percent, half of those are supported by Section 8
vouchers. There is a 76-unit conplex in our market area
t hat has been actively and aggressively |easing since
Septenber. To date they have achieved only 35 rented
units; half of those are supported by Section 8 vouchers.

M5. ANDERSON: Okay. | have a question for
you, sir. The applicant contenpl ates receiving a 50
percent tax exenption. Do you have any know edge about
the likelihood of that tax exenption being granted?

MR. HENDERSON: Based on what | hear -- and we
have a couple of public officials here that woul d address
that -- | would think it would be very unlikely that that
woul d be granted. | am hearing opposition to that.

M5. ANDERSON. Ckay. Any other questions from
t he board? Go ahead.

MR, BOGANY: Are you guys | opposition of it
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because you're saying you don't need nore Section 8
housi ng?

MR. HENDERSON: | think we're in opposition
because we have a | arge nunber of vacant units already in
the market area. As | nentioned, there are right now in
excess of 150 affordable housing units avail able on the
market. In addition to that, if you would consult | ocal
classified listings, you would find in excess of 100 units
of single famly as well as market rate multifamly units
on the market.

Part of the rationale used -- and I'mnot an
expert on the market anal ysis aspect or what your
parameters are, but | found it interesting that in that
mar ket anal ysis they only used the apartnents or the
multifam |y units that would be within the corporate
l[imts of the city of Gainesville, while when talking
about enpl oynent and incone, they have a nuch broader
mar ket area whi ch would i nclude the entire Texoma region
whi ch woul d i ncl ude Grayson County.

They have cited in part of that that there are
sonet hing on the order of 62,551 jobs, non-agriculture
related. W're a town of 15,000 people; we do not
consi der Grayson County part of our nmarket area. And of
the el even enployers listed providing those 62, 000-pl us
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j obs, only one of those major enployers is actually within
Cooke County.

So | woul d encourage you naybe to revisit that
mar ket anal ysis and | ook at sonme of those things for
your sel f.

M5. ANDERSON:  Any ot her questions?

(No response.)

MS. ANDERSON:. Thank you very nuch.

Beverly Snuggs.

M5. SNUGGS: M nane is Beverly Snuggs. |'m
here representing the city council of Gainesville.

And in answer to your question that you posed
earlier about the tax exenption, we have been told state
law wi Il give preferential treatnment to this type of
property, and instead of the property tax being | evied on
this $12 mllion project that they're proposing, they're
proposi ng a 50 percent exenption on a 100 percent
occupancy of this particular project which cones out to a
figure that the project has given us, as the city, of $12
mllion. |If you take and divide that out, first you
divide it in half for the 50 percent exenption, then you
times that by our tax rate, the taxable value for this
pi ece of property for the City of Gainesville would be
$4,038 a year. At the $12 million full property tax rate,
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it comes out to over $80,000 a year to the City of
Gai nesville.

So this piece of property, if it's developed in
this particular manner, will be a detrinent to the Gty of
Gai nesville fromnow on because we wi |l never receive full
taxes fromthis.

They have proposed in their information that
they' ve sent us that they're building affordabl e housing.
They have given us two different figures. For exanple,

for the one-bedroom apartnents, one figure was $546 a
nont h, another figure is $606 a nonth. Well, in the city
of Gainesville, top price for a one-bedroom apartnent,
hi gh dollar price right nowis $450 a nonth, well bel ow
their projected figures. So if they're talking this to be
af fordabl e housing, it's not in the city limts of

Gai nesville or in our area.

When they had their public hearing, probably
six weeks or nore ago, we had a Ms. Mirales fromthe
of fice down here cane and |l ed the public hearing, and in
one part we were tal king about how they could justify
getting these rental anmpunts, stating that our top dollar
was $450 a nonth. She commented at the neeting: | guess
technically, if you want to get down to it, they can
charge | ower than that, but again, you have to keep in
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m nd that these are tax-exenpt bonds and they do have a
debt service to pay, so it's not going to be financially
feasible for themto charge nuch lower rents if they're
not going to be able to neet their debt service.

In other words, to get these to be affordable,
they're going to have to charge a lot less rent, it's
going to go back to Section 8 housing. W have a |ot of
Section 8 housing in Gainesveille, we do not need to have
any nore, and our market will not hold onto the rates that
t hey' re proposing.

Thank you very much

MAYOR SALINAS: Is this a non-profit?

M5. SNUGGS: They are claimng to be a non-
profit organization, sir, yes. And also, our city counci
vot ed unaninously to deny this application for this tax
rate; the county comm ssioners in our county denied it; we
have a college there that denied it; the hospital board
denied it; and our Gainesville I1SD also denied it. Today
we found out that some of the letters weren't received
down here, but every taxing entity in the county of Cooke
has deni ed the application.

MR. BOGANY: Because it's tax-exenpt.

M5. SNUGGS: Well, because it's going to hurt
us, it's going to hurt every governing entity tax-w se
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with this exenption that they' ve applied for, and by state
law, they will get. W don't really have a choice.

We don't need it, we have plenty, and as M.
Hender son stated, we have a | ot of vacancies in
Gai nesvi l | e.

MR. BOGANY: Thank you.

MAYOR SALINAS: \Where is the staff that was
there at the public hearing?

M5. SNUGGS: | have her nane as Ms. Moral es.

MAYCOR SALI NAS: Can | ask her sonet hi ng?

M5. ANDERSON:  Sure.

Thank you for your testinony.

M5. MORALES: Theresa Mrrales, Miultifam |y Bond
adm ni strator.

MAYOR SALI NAS: How many peopl e showed up for
t hat public hearing?

M5. MORALES: Approxi mately 30.

MAYOR SALI NAS:  How many were in favor?

M5. MORALES: That signed in as being in favor,
approximately five to eight individuals.

M5. ANDERSON: Were they affiliated with the
devel oper?

M5. MORALES: No, they were not. | believe, if
my menory serves nme correctly, two individuals were
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doctors within the area and there were al so sone citizens
there who also were in favor of it.

M5. ANDERSON: Was the devel oper at the
heari ng?

MS. MORALES: Yes, ma'am and al so the
consultant wth the devel oper was there as well.

M5. ANDERSON: To your know edge, had the
devel oper had a community neeting with the nei ghborhoods
before the hearing?

M5. MORALES: | woul d defer to the devel oper.

M5. ANDERSON: Yes, we'll hear fromthemin a
m nut e.

Any nore questions?

MAYOR SALINAS: Thirty people, is that all you
had, 30 people?

M5. MORALES: Those were the people who were in
attendance, but after that there were also petitions in
support of this devel opnent that were received by the
depart nment.

M5. ANDERSON:  Anything el se? Thank you.

Li sa Bel | ows.

MS. BELLOAS: |'mLisa Bellows. |'m president
of the Gainesville Independent School District Board of
Trust ees.
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Last fall we fought a very vicious battle to
pass a bond in Gainesville, one that had been defeated
three tines. W skimed down everything we could take out
of this in order to provide a facility for our kids for
the best quality education that we can. W passed a $29-
1/2 mllion bond. That neans for every $100 val ue of
taxation for people in the Gainesville |Independent School
District, we'll be paying 29 cents.

If we bring nore properties into Gainesville
that are not taxed at full rate, it's going to cause our
resi dents and our businesses to | eave our town. W cannot
afford it, we can't afford to have nore of these types of
projects in Gainesville. W've got anple housing of this
nat ur e.

And to answer your question about the
association with the people who attended that in favor of
it, one was the property owner that will be selling the
property for this project, and yes, he is a doctor. |
think that the people nost in favor of this live outside
our school district. That gain the nost, it's the
property owner that ready to sell this property, and the
devel opers that are going to be constructing this.

| think if it's approved it will be at the
detrinment of the quality of education that we're trying to
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provide in Gainesville, and at the expense of our
children. So |I'm asking you, in fact, |I'm begging you to
deny this in our town.

MS. ANDERSON:. Questions? | have a question.
How do you then explain a petition with 287 signatures in
support of it? D d the | andowner go door to door in the
city? | mean, that just doesn't make any sense.

MS. BELLOWAS: Could | ask that you | ook and see
what school district those people signing that petition
[ive in? | don't think that they live in the Gainesville
| ndependent School District; | certainly don't think 280
of them do.

MAYCOR SALI NAS: When you sold that bond issue,
did you get any nonies fromthe state matching?

MS. BELLOW Not at this tine.

MAYOR SALI NAS: You're taking the whole $29
mllion out of the taxpayers?

M5. BELLOWS: Yes, sir, at this tinme. This is
a trenendous sacrifice that our citizens are taking on,
and it's because they want a quality education, and they
can't afford it but they passed it.

And | really want you to |l ook at this |ong and
hard before you approve it because | think that there are
sonme things that are not clear as far as who is in support

ON THE RECORD REPORTI NG
(512) 450- 0342




136

of this. Every taxing entity in Cooke County has voted
unani nously to deny this: «city, college, hospital
county, and | SD.

MS. ANDERSON:. O her questions?

MR GONZALEZ: Excuse ne. You stated that if
we pass this that you would | ose your town. Can you
descri be what you nmeant by that?

M5. BELLOWS: Well, the doctor that's selling
this property lives in Lake Kiowa, and that is a
prestigious area and there are a | ot of homes that are
very prestigious, and they are in the Callisburg School
District.

M5. ANDERSON: They're in what school district?

M5. BELLOAS: In the Callisburg ISD. Four
mles away we have a German Catholic community, Lindsay,
and a ot of our citizens who can afford hones over there
nove over there. And so we're burdened trenendously in a
school district to support 3,000 kiddos that do live in
subsi di zed housing and so forth. So we're supporting al
of that with not a very large tax base and we don't have a
ot of jobs in Gainesville.

Any ot her questions?

M5. ANDERSON: Thank you

MS. BELLOWS: Thank you.
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M5. ANDERSON: We still have sone public
comment fromothers, but | have a question for Tom |Is
the whol e narket area in the market study in the Mansfield
| SD?

MS. BELLOWS: This is Gainesville |SD

M5. ANDERSON: The Gainesville |SD?

MR GOURIS: No, ma'am The primary market
area was the entire county.

M5. ANDERSON: The entire county.

MR GOURIS: So | would assunme there are other
school districts within the county.

M5. BELLOWS: There are other school districts
in the county, but this is going to be in our taxing
district of Gainesville |Independent School District.

M5. ANDERSON: Then | have anot her question for
you. So are you intimating that possibly these people
fromthis other 1SD signed this petition in support of it
because they want it in your school district, not in their
school district?

M5. BELLOAS: Absol utely.

MAYOR SALI NAS: Tom deferred devel oper's fees,
what are you tal king about? Are they getting any tax
br eaks?

MR GOURIS: | think there are two questions
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there. On the deferred devel oper fee, we did see a
slightly larger amount of deferral based on how we

cal cul ate what woul d be deferred, but in essence, it's the
sanme anmount that they had anticipated, they' re just using
sonme ot her source of interest incone to conpensate for it,
| believe.

So the deferred devel oper fee is at an
acceptable level, but that is subject to the 50 percent
property tax exenption. W believe that the statute is
pretty clear and that they would have an entitlenent to
t hat exenption, and so we underwote it accordingly.

Wt hout that exenption, the project, under this scenario
wi th bonds, would not be financially feasible.

MAYOR SALINAS: So it's an actual 50 percent
deduction. So it's automatically they get a 50 percent on
all school and city.

MR GOURIS: That's what the statute calls for,
yes.

M5. ANDERSON: | have a question. One of the
W t nesses sai d sonet hing about the property taxes only
being $4,000 a year, and | literally can't find that page
in the underwiting report, but | thought the property
taxes, even with the exenption, were a |ot nore than that.

MR GOURIS: And | apologize. | heard that
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statenment too and | couldn't followit. Qur estimate for
annual property tax for the property, with the 50 percent
exenption, would be about $56,460, and only a portion of
that would go to the school district.

M5. ANDERSON: Dr. Les Schachar.

DR. SCHACHAR: M/ nane is Dr. Les Schachar.
I"'mfrom Gainesville, I'"ma physician in Gainesville, and
|"mthe doctor selling the |land that they've been
referring to. First of all, ny deepest appreciation for
allowing ne to present at this open forum

Let nme begin by saying that there is
incontrovertible evidence that Gainesville, Texas is in
dire need of affordable housing. A sinple sanple taken
over the course of ten days polled al nbst 300 signatories
in favor of the Bella Vista Apartnents. The exception is
overwhel m ng wth no one abstaining or objecting.

When nmerchants in the approximte vicinity were
canvassed, |ike Bl ockbuster, Sherwin WIIlianms, Radio
Shack, Dress Barn, their response sustained the overal
approval for the Bella Vista devel opnent.

| was wondering why the city council of
Gainesville would viscerally oppose a vital positive need
for its citizenry and why was there such a great
di sconnect. Upon further investigation, it was reveal ed
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that the main opponent, a councilwoman who sits on the
city council and owns her own housi ng conpl ex, was
instrunmental in initiating and obtaining a negative
resolution by the city council toward the construction of
Bel l a Vi sta housi ng.

By the way, according to the conflict of
interest laws in Texas, nanely Article 171, anyone sitting
on a city council, having property, and asked to vote on
i ssues of property where self-interest may be in question,
must file an affidavit with the city council stating there
is aconflict, refrain fromvoting on the issue, refrain
from di scussing the case.

Their principal objections, the first one being
that the legal allowable 50 percent exenption afforded
Bella Vista woul d have negative taxing consequences of the
City of Gainesville. In response to this, the proposed
13.5 acres upon which Bella Vista will be devel oped has
rendered the city $500 a year for the past 30 years,
totaling $15,000 net gain.

"1l finish up quickly. Bella Vista would be
taxed at $123,000 a year, according to the Gainesville
chi ef appraiser, Doug Smth, and would render the city
$3.5- to $5 mllion over the next 30 years. Bella Vista
woul d beconme the top 10 percent taxpayer in the city with
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Wal -Mart the |argest at $350, 000.

What it all boils down to is is it a question
of influence here, of political influence of people
sitting in high places in city council and not an interest
of the public need, what is needed, what is fair, what is
just for the citizens of Gainesville. Unarguably there is
a need, there is a great benefit, there is overwhel m ng
consensus, the people of Gainesville have spoken. There
are absolutely no negatives for the city, and | inplore
you to approve this project, and | thank you very nuch.

M5. ANDERSON: Thank you, sir.

Cifton Phillips.

MR. PHI LLIPS: Thank you very much. 1'Il try
to be brief to keep it in the tine limt. It's difton
Phillips with Round Stone Devel opnent.

The project is 144 units, it is desperately
needed. There's been a |ot of nunbers thrown around on
taxes and on the stated housing market. | just want to
stress, first of all, there have been three market studies
on this. The |atest market study was done two weeks ago
by our equity partner, and |ooking at their nunbers, the
current nunbers that are in the market at this time are
100 percent and they're '70s construction. There's only
been two projects built that are not subsidized units, per
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se, since 2000, one with 60 units and one was a tax credit
for seniors. The tax credit for seniors deal is in |ease-
up and has | eased up at el even units absorption per nonth
which is high for a tax credit seniors deal, especially in
a rural market.

There's a clear demand here if you | ook at the
exi sting housing stock, and take a | ook at what is out
there and you' Il understand why the rent |evels are where
they are and why we actually have over 287, we've gotten
40 additional signatures. They are fromthe city of
Gainesville, we didn't go to a specific area of town. W
actually stood within probably, I would say, 500 yards,
one group did, at the Wal-Mart and just got people com ng
in. They're all city of Gainesville, they signed, they
put their address, they' ve got their telephone nunbers, so
they can all be verified.

As far as the taxing nunmber, let's just at
| east say if you go off the TDHCA, it's a m nimum of 50.
We've underwitten it at 95, and that's based on just our
financi al nodel, |ooking back and going off how we think
the appraisal district will do it. The appraisal district
may be higher, they may be where Tomis, we don't know
since we're not the appraisal district, but we'll pay 50
per cent .
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And I"'msorry if | seema little indignant, but
| take issue with the fact that they said that we claimto
be a non-profit, because not ny organization, | represent
t he devel oper, they have thousands of units in the state
of Texas, they hel p thousands of people, they have soci al
prograns, financial assistance prograns, and they're very
dedi cat ed people, and so just that innuendo that we are
not who we say we are. We are there to devel op affordable
housi ng, we believe that there's a definite need for
peopl e to have quality, affordable housing in Gainesville,

and that's why we're there.

And 1'Il take questions. Thank you very nuch.
MR. BOGANY: | have a couple, if I can. She
made a statenent that the rents -- or maybe the housing

authority made a statenent that the rents were $450 and
you were chargi ng $555, so why woul d sonebody want to pay
$100 nmore. And the other statement he made was about that
he had a | ot of vacancies in the current units that
t hey' ve got, so why do we need sonme nore units here.
What's your thoughts, and how did your narket
anal yst | ook at that when he was trying to nake a
determ nati on?
MR. PHI LLIPS: Like |I said, our market analyst
is actually here that we presented to the TDHCA, and as |
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said, we do have two additional studies. One was done for
a market rate devel oper who couldn't get their deal done
because they couldn't justify the rents. Their rents were
in the tax credit range but they couldn't do market rate
rents. We had worked with the devel oper before, they gave
us the market study, it justifies 188 units in the sane

ar ea.

The second study by the equity, when you | ook
at their nunbers, they show, as | said, 100 percent on the
ol der units. The only one that is showi ng vacancy is the
| ease-up currently because it just finished back in
Novenber, so it's still under |ease-up and they're
approximately -- as of the nmarket study they were 50
percent |easing about eleven units a nonth.

MR. BOGANY: Well, what about the units that he
was saying fromthe housing authority side? He was making
a comment that they had a |lot of vacant units from Section
8 housing that was there.

MR. PH LLIPS: | mean, unfortunately, | can't
speak to that. Qur market studies also | ooked on the
subsi di zed unit side. The one that is not affiliated,
that we didn't requisition for the TDHCA showed only ten
vacancies. So | nean, there's a clear discrepancy between
t he nunbers.
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But again, we've had three studies, they al
showed t hat even the, quote-unquote, subsidized units are
at hi gh occupanci es.

MR. BOGANY: One |l ast question. The ol der
units that are in the area, | heard you nention 1970s
units?

MR PH LLIPS: Right.

MR. BOGANY: So the people that are going to
| ease your units, are they going to cone fromthose ol der
units, mgrate over, or what are you anticipating?

MR PHLLIPS: 1 think we'll get a portion from
sonme of the older units, and actually, if you |look at the
TEFRA notes, there were sone people there that probably
are higher level people in the community that were
specifically worried about that. And they told us
afterwards you're going to take the creamof the crop from
our apartnents.

The units that are on the ground now don't
justify the rents that they' re even getting, personally,
but there's just nothing else out there and that's why the
stock is at 98 to 100 percent on the existing units. |
think we'll get sonme people fromthat and just other
people that there is a pent-up demand wi thin the market,
actual ly, because people choose not to live in that or
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they do choose to live in other areas. People drive great
di stances. From speaking with another doctor, not this
doctor that is selling the | and, he has patients that
drive great distances to work in different areas and live
outside the city and cone in sinply because there's not
housi ng.

And we're not for building in an area that
there's no need for housing. W did our research and we
strongly believe that there's a market here.

MR. BOGANY: Thank you.

M5. ANDERSON: Any ot her questions? Thank you.

Then | have M chael sonebody.

MR EATON: Eaton, E-A-T-O-N. Cood afternoon

|'"'m M chael Eaton. |1'm counsel for the devel oper and for
t he general partner, Unified Housi ng Foundati on.

A coupl e of quick comments. Unified Housing
Foundation has been around for over a decade and has over
3,000 units of affordabl e housing throughout the United
States, and it's headquartered in Texas. They've
partnered with Round Stone Devel opnment for two prior
successful devel opments with TDHCA in the tax credit
arena: Blue Lake at Marine Creek at Lake Wrth, Texas in
Tarrant County, and the Plaza at Chase Gaks in Collin
County in Plano. They worked together to produce a

ON THE RECORD REPORTI NG
(512) 450- 0342




147

qual ity product.

Uni fied Housi ng Foundati on has an excel |l ent
array of services that are supportive for the particul ar
constituenci es and popul ations that are at these
i ndi vi dual devel opnents. W expect that to be anot her
opportunity for growth in this area.

There's about 15,000 people in Gainesville and
about 36,000, roughly, in the county. As difton said,

t here have essentially been three separate narket studies.
So there's no market analysis that says there's a demand
for these units, there have been three i ndependent market
studies, all of which validate the notion that there is a
serious and constant demand for affordable housing in

Gai nesvill e, Texas.

Wth respect to the tax exenption, State Tax
Code Section 11.1825 creates that exenption. | don't
think that nmy client should be sullied for actually
followwng the aw of the State of Texas. |If the |oca
taxing jurisdictions have an issue with the State Tax
Code, they can |l obby their legislators to effect a change.

That's the way we do things. And that's the way 11.1825
canme into existence because previously Section 11.182 --
whi ch woul d have applied had it still be in existence --
woul d have allowed for 100 percent property tax exenption
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for this project. It doesn't.

Cooke County is not one of the three nost
popul ous counties in the state, so they don't have any
option to say we want to give the exenption or not give
the exenption, it's a matter of right as long as the
applicant fulfills the requirenents and the provisions of
the Tax Code. This applicant does fulfill those
requirenents.

The 50 percent exenption being a matter of
state law, | would strongly suggest to the board that you
shoul d follow the recommendati on of staff in approving
this transaction. Thank you.

M5. ANDERSON: Thank you. M. John Pitts.

MR, PITTS: Thank you. | was going to yield ny
tinme to M. Eaton if he wants nore tine.

MR. EATON: | think I'm good unless there are
guesti ons.

MAYOR SALINAS: |Is that inside the city of
Gai nesvi | | e:

MR. EATON:  Yes, sir.

MAYOR SALI NAS: Are you going to be able to get
a permt?

MR. EATON: W don't anticipate there being any
problems with that. 1In point of fact, we actually had
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sone facilitation for sonme of the platting processes by
cooperation with the city manager's office.

And | do want to say sonething that hasn't been
rai sed previously, and that is this project was attenpted
as a 9 percent tax credit deal first and they proposed to
pay 100 percent of the taxes when it was a 9 percent tax
credit project, and they still received opposition from
the city. So for the city to cone forward now and propose
that their opposition is based exclusively upon a 50
percent property tax exenption -- which is a matter of
right under statute to ny client -- | think it's
di si ngenuous.

M5. ANDERSON: Yes, you nade that point. | was
m st aken, but you don't need to nmake that point five tines
in two mnutes.

MR. EATON. Yes, ma'am My | be excused?

M5. ANDERSON: |'msorry, but it's very
difficult to sit up here all afternoon as a board and deal
with these deals where there is a |lot of community
opposition where | have no evidence the devel oper has net
wi t h nei ghborhoods and community entities ahead of tine.
And ever since |'ve been on this board, | have urged
devel opers to do that, and so when | don't have evidence
that that was done, at a mninumit's disappointing to ne.

ON THE RECORD REPORTI NG
(512) 450- 0342




150

Pitts, would you like to testify?
PITTS: No, ma'am
ANDERSON: Ckay. M. Bob Coe.

PITTS: Maybe | do.

5 » & » =

ANDERSON: Ckay. You're wel cone to.

2

PITTS: | amJohn Pitts, a consultant to

t he devel oper, and |I'm being told that the devel opers did
meet with the community and visited with them about this
proj ect before they noved forward. That's all the
testinony | have.

M5. ANDERSON: Thank you. M. Bob Coe.

MR COE: M nane is Bob Coe with O Connor and
Associates. | was the market analyst that did the
original market study for the TDHCA

There's been a | ot of information about the
market. |'mbasically here to answer any questions you' ve
got. Like they said, the market study is a little bit
dated now, it was originally done in August, but | did
check with several sources and occupancy is still over 98
percent on average in Gainesville, there still appears to
be the demand that was there in August when the market
study was done.

MR. BOGANY: Did you see any evi dence of what
t he housing authority said, that they had enough Section 8
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housi ng that was vacant ?

MR. COE: None whatsoever. Single famly
housing we typically do not take into consideration. |'m
assum ng that maybe a | ot of the demand was there. But
the nultifam |y conpl exes all showed 95-pl us.

M5. ANDERSON: O her questions? Thank you.

What's the board's pl easure?

MR. BOGANY: | nove that we accept staff's
recommendat i on.

MR. GONZALEZ: Second.

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

(A chorus of ayes.)

M5. ANDERSON: Qpposed, no.

MAYOR SALINAS: No. | wll go ahead and vote
no.

M5. ANDERSON: Ckay. Mdtion carries.

MR. DALLY: The next devel opnent is Skyline at
City Park Apartnents; it's 05627; |ocation in Houston; it
woul d be a total of 248 units; the tax exenpt bond anpunt
woul d be $13, 300, 000; their requested and our reconmended
credit allocation is $821,219. Wuld you like a staff
presentati on?
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MR. BOGANY: Yes, | would, because |'ve got
sone questions on this.

MR, DALLY: Ckay. Tom Gouri s.

MR. GOURIS: Tom Gouris, director Real Estate
Anal ysis. M. Bogany, I'mglad to answer questions.

MR. BOGANY: Tom | don't see any way we could
have another project like this in that |ocation. |
counted ten to eleven projects in the area, and if we just
had one in Gand Prairie, it is not way that we could
approve a project here. And | know we need the housing in
Houston but it just bothers ne that we're in an area
that's got at least ten that |1've counted, and if they're
not in the market area, they're so borderline you could
wal k across the street and you' d be there.

There's absolutely very little comerci al
devel opnment, there's not even a grocery store in that
general area of any way, and | just find it hard -- that
area is probably 70 percent mnority -- that we are
concentrating all these units in one particular |ocation.

Now, if you go past the beltway, then you get
into Pearland and that general area there, and | just find
it hard that we are constantly concentrating all these in
mnority areas, and that area there there's no shopping.
There's one that's not on your list but it is across the
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street on 288 froma nmarket rate devel opnent, one market
rate unit at Cty Park that's right there, but across the
street there is a white sign with little black witing on
that says there's another project going in right there.

And | just say if you tal k about concentrati on,
this is the poster child of concentration. | don't care
how t he market study |ooks up, this is just something,
it's too many units in this one area. And you're not
going to get any opposition because there's not any single
famly. They're beginning to get sonme single famly in
the area, but the majority of it is industrial, the
majority of it is our units as far as the nunber of units.
| just don't see how a market or anything could justify
this | ocation.

MAYOR SALINAS: Are they one mle apart?

MR. BOGANY: They're cl ose enough. Sone of
theml ook |ike they're two to three. | just know that
area extrenely well, and if you drive down 288, there's
not any shopping there. It doesn't pick up until you get
to Pearland on the other side of the beltway. And we have
approved a project right across 288 because | know t he
sign is up there, and there's one down on Reed Road that
does show. If you go right inside within tw mles,
there's another one at Yell owstone that we've done. Then
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you circle that area, it's about ten to eleven in that
ar ea.

MR GOURIS: If you go to the back of the
underwriting report, there is a map and it does show.

MR. BOGANY: Yes, | saw it on here. That's how
| could count how many it was. And it's just a heavy
concentration of units in the southeast area that has no
shopping at all. The only units there are our units, and
there's nothing else there for that area. And you have
very little cormmercial growh in that area. Pearland is
the hottest area in Houston so you know the growh is
comng in there, but to have all these units right there
just seens we're overdoing it. You're not going to get
any opposition because there's nobody there but us.

MR. FLORES: Tom vyour job is to check the
financial aspect of it. R ght?

MR GOURIS: And it's also to |ook at the
capture rate, like we did in the previous study.

MR. FLORES: Wo is in charge of |ooking at the
soci al aspect of it, what staff nmenber?

MR GOURIS: As far as?

MR. FLORES: Concentration of the units in one
geographi cal location. W |ooks at that?

MR. GOURIS: That woul d be our area, there

ON THE RECORD REPORTI NG
(512) 450- 0342




155

where the inclusive capture rate cones in.
MR. FLORES: Do you think we ought to do this?
Is it one of our policies to concentrate all the poor
peopl e on one side of town?

MR GOURIS: Well, again, our inclusive capture
rate is somewhat fornulaic and it does heavily enphasize
turnover, and as the case m ght be where there is a | ot of
exi sting rental housing that has a targeted i ncome band,
there will be a higher turnover, a higher calcul ated
demand in that area than there would be in an area that
has | ess rental units.

M5. ANDERSON: There is a very unusual unit mx
here, if what is on page 9 of the transcript is accurate.

They have 10 percent of the units for 30 percent of AMI
and 90 percent of the units for 90 percent of AMFI. Am|
reading that right? That's at | east what the transcript
says.

MR GOURIS.: Yes. One of the things that
they're attenpting to do here which I think is something
that was nmentioned earlier in the day as a way to drive
sone devel opnent into the | ower incone brackets where
there is clearly nore need than the higher incone
brackets. The way to do that is to marry up a project
that has 30 percent units and 60 percent units.
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In this case the devel oper did that on his own
volition and is wlling to restrict themthat way. W
have sone nmechanisns to require that for points and what -
have-you, but in this case he wasn't required to and he
did so. It does two things for him one, it gives him
the ability to address that |ower end, but it also gives
himthe ability to share that inconme band for the market
study so that he --

M5. ANDERSON: But his rent analysis is not
based on 90 percent AMFI.

MR GOURIS: |I'msorry. \Were are you?

M5. ANDERSON: On page 9 of the TEFRA
transcript, M. Bower, the devel opers says, W have
basically earmarked 10 percent of the properties for
famlies that make 30 percent of the nedian incone and the
other 90 percent are for famlies that make 90 percent of
t he medi an i ncone.

MR GOURIS: It should be 60 percent of the
medi an inconme. It's 100 percent restricted, 90 percent at
60 and 10 percent at 30.

MR. BOGANY: And Tom if you go in that genera
area, right down the street is a targeted area for
housing, for single famly housing, it's just that in this
| ocation -- you know, we were tal king about earlier
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drawi ng from ol der conpl exes, well, all these conpl exes
are fairly newin that area, and there is absolutely
nothing in that area but apartnments. They're beginning to
see sone single famly on the right side; on Al neda- Genoa
Road, KB Hones has a subdivision going in right in front
of City Park -- I'"'massumng that's why they're calling it
Cty Park.

There's a housi ng devel opnent, about 400 hones,
then there are market rates, but every other apartnent
conplex in that general area is tax credit, every one of
them and there's not a place in that area for themto
shop, not one, not even to go to the grocery store. W
have a Wal green's on every corner in Houston, there's not
even a Walgreen's in that |location, or a CVS

(CGeneral |aughter.)

MR, BOGANY: |'mjust saying, to ne this is
over-concentration, this is a poster child, and you're not
going to get any opposition because there's nobody out
there but us. | drive this area every day.

MS. ANDERSON: And they put the 30 percent
units in because they want to do what M. Henneberger was
tal king about this norning, or to the comment in the
underwriting report, because w thout those they would have
an inclusive capture rate in excess of the departnent's
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gui deline, to M. Bogany's point?

MR GOURIS: Well, in this instance the idea
didn't come fromus to put the 30 percent units in, they
brought it to the departnent and they said it at the TEFRA
hearing, and | inmagine that was before they had finished
their market analysis to determ ne that also helps themin
that regard. 1 think the underwiting report may have
taken a poi nt beyond.

M5. ANDERSON: W don't see very nmany 4 percent
deals with 30 percent units in them it's very unusual.

MR GOURIS: Wll, the Priority 1 bond
transactions actually call for that, or 50 at 50, 50 at
60, so that is a structure that has been conceived of. On
the Priority 1s it's usually 15 percent at 30 instead of
10 percent at 30. But like |I said, they just volunteered
t hat because they knew they needed to get sone of that
popul ati on.

M5. ANDERSON. That | eads nme to my next
guestion. The prelimnary board wite-ups said that this
was a Priority 2 transaction, the final board wite-up
says it's a Priority 3 transaction. Wich is it?

MR GOURIS: | believe it's a Priority 3.

M5. ANDERSON: What, in your view, are things
the board ought to know about the distinction between a 2
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and a 3?

MR GOURIS: A Priority 2 requires that 100

percent of the units be rent-restricted tax credit units.

Priority 3 allows, nunber one, to have some market rate
units in there, and nunber two, it doesn't necessarily --
like | said earlier, tax rates don't have to go with it
for eligibility for that priority. Oher than that,
there's not any difference.

In this case, they've sort of w ped those
di fferences away by doing 100 percent tax credit with 10
percent at 30 percent.

MR. BOGANY: And Tom the other thing is where
it's located at, they' ve got a circle drawn around it.
There's nothing but vacant land in that one little circle
so it's hard to say you're going to have a three-nmle
radi us because it's just vacant land that's there. W
turned a project |ast year on Hram C ark which was to the
far left of the map, but it's just amazing here, you're
just not going to get any opposition. There's nothing but
junkyards along Alneda. | nean, it's an industrial area
and the only really new residences in there are our units,
and then we're com ng back and putting another conpl ex
t here.

MR GOURIS: And just for your reference point

ON THE RECORD REPORTI NG
(512) 450- 0342




160

on these maps, we try to draw out the narket area that's
identified in the market study as the primary market area.
That's the area you see in yellow. The circle reflects a
one-m|e radius. W show that so we can see if there are
any other properties within one mle. But you're correct,
the only property --

MR. BOGANY: In that one-mle area, that's al
i ndustrial, vacant |and, and we've got a conpl ex goi ng
right across the street that we voted on -- because |'ve
seen the sign up there -- that's back behind this new honme
subdi vi si on, that KB subdivision there.

| just think it's a heavy concentration, and |
know we need it, but these people, where are they going to
cone fron? They're going to cone fromall these ol der
conpl exes that we've got. | nean, all of themare brand
new right there in that area.

MAYOR SALI NAS: Well, that's what happens to a
city that doesn't have any zoning.

(CGeneral |aughter.)

MR. BOGANY: And if you go down 45, there's
anot her conplex -- | nean 610 South closer to 45, there's
a conplex on the loop; if you go right inside the 610 | oop
there's one on Yell owstone that's not even counted. |'m
counting at |east twelve conplexes in this one area. Cone
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on.

MS. ANDERSON:. W do have sone public coment.

M. Bower indicated willingness to answer questions, but

you m ght want to take the opportunity to nake sonme
coment to the board.

MR. BONER: And | agree with your concerns, and
sol'd like to show you how we' ve got them addressed. M
name i s Mark Bower from CynoSure Devel opers.

| want to address two things you brought up.
One is where are the people going to cone from why would
people live there; and two is there's no retail, there's
no comercial. They're the sanme maps but different, they
tell you the sane thing. And | apologize | didn't bring
enough, | didn't know |I'd have to.

The devel oper that's developing City Park has a
450- acre devel opnment. There's two market rate apartnents
in there that are full, there's 1,500-plus single famly
that are all spoken for by honeowner builders that's in
that diagram [It's built over about a fourth of the way
and everything is selling fast, it's selling |ike hot
cakes. The devel opnment that goes all the way across is
all normal size single famly type housing, we're the only
tax credit unit around there. All the stuff alongside the
highway is all retail and commerci al.
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So you're describing a census tract, if | were
to look at it originally and say this is a | ow incone,
high mnority popul ation census tract, but the truth of
the matter is there are only 3,400 people in that census
tract, that's a very small popul ation, also as you
i ndi cat ed.

What these devel opers have done and what KB
Honmes have done is basically they're raising the incone
substantially which is attracting the commercial. The
commercial is comng. | know of specifically nmultiple
contracts they're talking. There will be a Wl -Mart
there, there will be a grocery or sonmething is going to be
in there that is going to serve that community that it so
desperat el y needs.

The gas station corner has sold which is going
to put a corner grocery store, |like gas station
conveni ence store. It's on the east side of the highway,
on the northeast side of OemRoad. The lot directly
across fromour property has already been sold; in
Decenber it closed to the Houston | ndependent School
Di strict because they see the need and they see the growth
and they want to put new schools in there.

You're going to have the market. Wy woul d
peopl e cone here? R ght along side our property, Kirby
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Road is going to finish out and conme there; on the left
side people can get to Alneda and they' Il be able to get
there in about six nmonths or before we finish. Between
288 or Kirby Road or Alneda, there's direct access to the
| ar gest enployers in Houston in less than five m nutes.
You can drive up those roads and be at the Houston Mdi cal
Center in less than five mnutes. You can be in downtown
Houston driving during rush hour and get there in seven to
ei ght m nutes.

So the reason this naster devel opnent is so
successful is because there really aren't places in
Houston that you can develop -- for whatever reason, that
area never developed -- there aren't places you can
devel op and get downtown and get to the major enployers in
five mnutes and it's a hot spot. And all these things
you say are all happening; the retail is happening as we
speak.

MR. BOGANY: Well, ny opposition to it is not
because there's no retail, that's just one point. MW

opposition to it is that it's all concentrated of about

twel ve conplexes that will truly be able to take advantage
of sone of this retail that's there. 1'mnot knocking
your project, what |I'mknocking is putting themall in

mnority areas. Those 3,500 people that live in that
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area, 70 percent of themto 80 is probably mnority
homeowner s.

And even in the apartnments and KB, you go to
that KB subdivision, it's 90 percent mnority living
there. If you go to citywide, and | just differ alittle
bit, that Hanover Honmes are not selling themas quick as
you think they're selling them because | sell over there
so | know that they're noving them but they' re not noving
them as fast as they would Iike.

So I'mjust saying it's just so many in this
one little area, that's all that's there. There's nothing
but our projects there. W've got as nmany projects
probably as we've got individuals in the single famly.

And everything you're right, they' re near the
nmedi cal center, near downtown, everything is there, but
you' ve got nothing but apartnents in that area that are
all our units, and we're just over-concentrated.

| have no doubt with the Katrina victins there,
if we had not had Katrina, all these areas woul d be soft.

W had a soft apartnment conplex, and now we' ve got
Katrina, everything is 100 percent, just about, in tax
credits. | realize that. |1'mjust saying that long term
we' re concentrating people that are lowto nod in just one
little area, and to nme, overall that's going to hurt the
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devel opnent of 288 period. You want to know why it hasn't
hit sooner, because it's always been a mnority area.
Devel opers didn't want to cone out there anyway.

They had a mall going in at Reed Road and 288
for ten years, never happened. | guess they wish it would
happen now, but before, it didn't. And you know why?
Because the market study justified all the people are
going to be poor com ng over there to shop because it was
right there.

It's not you, it's not your conplex, it's just
if you would put that in Pearland, 1'd have no problem
But I'"mjust saying that's ny concern.

MR. BONER: | understand your concern, and |
woul d just that | disagree. All this stuff that is market
rate, market rate apartnents, the single famly hones that
are traditional single famly hones, and fromtalking to
the owners, talking before Katrina happened -- because |
know t he owners of the other market rate apartnents --
those things were filling up nornmally. Katrina may have
had sone inpact on it, I"'msure it did, but this is a
desirable area to live in because of the access to
enpl oyers.

MR. BOGANY: Well, you' ve got two market rates
right there at Cty Park, right up front you' ve got two
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mar ket rates there, and |I'mnot denying that, all I'm
saying is you' ve got ten to twelve conplexes in the area.
Come on. That's ny negative is just the concentration
issue. And | know why your market study said it was okay
because where your property is there's not a whole |ot,
there's a lot of vacant land in that area. So when you
draw your circle, you ve got industrial, no opposition,
but | just happen to know that area, and there's one going
up across the street fromthe market rate -- at least |'ve
seen the white sign.

MR. BONER: There's a white sign on the north
side. Are you saying across the street, across 288?

MR. BOGANY: No, not fromyou but on the north
side of 288 there's another conplex com ng on.

MR. BONER: Qur market guy can address that
one.

MR. BOGANY: Because there's one going up just
the other side there that's not even show ng up on our
map. That's my opposition.

| think you do a fine project, don't have a
problem |ove those ones out in WIlie Wnka or wherever
they are, but this one, | have an issue.

MR. BOAER And just so you know, we did the 30
percent/ 60 percent conbination because we had the
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opportunity and financially we thought it was a good thing
to do.

MR. BOGANY: Thank you very nuch, | appreciate

M5. ANDERSON: We've got sone nore public
comment, but | have a question for Tom Gouris, please.

You know how in the 9 percent round if they
change the unit m x and they build two-ones instead of
two-twos, or if they ask for a different nunber of units
at different incone levels -- like they said in the
application they were going to build 40 units at 50 and 40
units at 60, and then they changed their m nd and they
want to build 60 units at 60, they have to cone back to
us -- is that true of a 4 percent deal also?

| f they changed their incone mx as they got
into this and didn't do the 30 percent units, would they
have to cone back to us?

MR GOURIS: Yes, nma'am W' ve recommended
that it be included in the LURA, and to change the LURA,
they'd have to change that. | think it's also in the bond
docunents. So yes. It would be very difficult for them
to do because they'd have to get all those fol ks, the bond
folks to sign off on it too.

MS. ANDERSON. Because the capture thing would
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be out of whack if they didn't have those 30 percent units
in there today.

M5. MEYER. On the bond transaction we had put
it in the regulatory agreenent, so we'd have to go back
through this whole thing all over again if they wanted to
change the regul atory agreenent.

M5. ANDERSON: Okay. Thank you. Bob Coe.

MR, CCE: | know you are getting sick of
hearing fromme today. Basically |I'mhere to answer any
studi es about the market study or what the market is doing
there right now.

MR. BOGANY: It's just a concentration issue
wth ne.

MR. COE: And | understand that. | don't know
whi ch property you're tal king about that's on the north
si de of 288.

MR. BOGANY: There's one on the east side of
288. You're on the south side, on the east side. You've
got KB on the south side, and then you' ve got another
conplex that's right at Airport that's there. So you've
got one that's going to be across. You' ve got two market
units right there and then one across the street. | just
don't renmenber the conpl ex.

MR COE: The one across the street nust not be
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an approved one.

MR. BOGANY: They've got a sign up talking
about a public hearing. And then you' ve got the one we
just approved on Cullen, and | even thought that was too
many at that point when we approved that one, and now we
turn around and we're putting another one. It just seens
like a lot there. And | could see when you did you
drawing if you also note that all the conpl exes around it
are brand new.

| have no doubt that this is going to be a
successful project, none at all, but we're putting al
poor people in the sane |ocation, that's ny problem

MR. COE: | understand that. The denographics
are obvi ously changi ng, though, with the houses that are
right there by City Park, with the market rate units.
It's not probably going to end up a poor nei ghbor hood
anynor e.

MS. ANDERSON: Any ot her questions, or are you
conplete with your testinony?

MR COE:  Yes.

M5. ANDERSON: Thank you, sir. Bill Walter.

MR. WALTER  Good afternoon. Thank you for
your time. M nane is Bill Walter and I"'mw th Coats
Rhodes, we represent the applicant here.
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| just wanted to nake two qui ck points about
this. M. Bogany has concerns about the concentration
issue in that area, but of all the approved recent TDHCA
deals in there, | would venture to guess that not many of
them are going to be serving this very | owest incone band
like this project is, so | just think that's inportant to
not e.

And al so, even with these concerns, staff was
able to get confortable that this would be an acceptabl e
project, and so | would just ask that you rely on the
j udgnment of your staff here and follow their
reconmmendati on.

MR. BOGANY: One thing | would like to say is
that if all these honeowners knew that they were
surrounded by twelve tax credit prograns, the hone sal es
would stop in a mnute in that location, and it's just
that to ne you're deterring hone ownership in that area.
And | don't mnd one or two conplexes, | don't have a
problemw th that but not twelve. Come on. |[|'ve just got
a problemwth it.

But thank you very much, appreciate your
i stening.

M5. ANDERSON: Al of you will be glad to know
that this is the | ast such deal we'll be discussing today.
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There's no nore public comment.

MR. FLORES: | nobve that we go against the
staff recommendati on.

MR BOGANY: Second.

MR. FLORES: An did want to say a few words
about all this testinony you heard. For all of you who
don't live in Houston, what you' ve got here is you have
the greatest enployer in Houston, the Texas Medi cal
Center, creating huge amounts of jobs. O those jobs,
there's a huge nunber of professionals that live in
Pear| and, Texas, a straight shot down 288, and what you
have now i s very successful doctors and the research
scientists and so on that rush down to Pearl and every day
and rush through this ghetto that is this area here, and
this ghetto is going to becone nmuch nore of a ghetto if
you keep concentrating the poverty in there and not
al | owi ng home owner shi p.

And | don't care how many studies M. Coe does
and all the rest of them but that's where you're headed
if you keep doing this. The staff can figure all the
dollars they want on it and make all the dollars come out
right, but on a social basis all you're doing is you're
concentrating a large part of the city into essentially a
mnority ghetto. And | don't want to be any part of that,
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and for that reason |I'm asking you to deny this.

MAYOR SALINAS: And | agree with him but the
thing is very sinple, we're going to end up at the
court house because the Cty of Houston -- which are the
city council nenbers -- are not doing anything about this.

You know, we're trying to do their zoning for them we're
trying to fight their fight for them because city people
in Houston don't really care if you have twenty of them
together. You know, | have to say that sends a nessage.

What staff has done here today is recommended
this project and | guarantee you where we're going.

M5. ANDERSON: Well, just |ike the one we just
rejected a few mnutes ago in Mansfield because it was
over the 25 percent capture rate, they' ve reconmmended this
one because it's just shy. So it's their job to have
rules and to stay within their box and it's our job as a
board to exercise discretion and conmon sense when we
think it's called for.

And you're right, sonetines people determ ne
that they want to see us at the courthouse about sonething
and that's their right, and it's our right to litigate it
on our side. So the board, really our role here is to
call themprudently as we see them and |I'mvery proud of
this board's record in doing that on a case-by-case basis.
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But it is easier in places that have zoning.

MAYOR SALINAS: A | ot easier.

MS. ANDERSON: So we have a notion on the floor
to deny the staff's recomendati on.

MR. FLORES: There is a second here.

M5. ANDERSON. Oh, you did second it. [|I'm
sorry, M. Bogany, | didn't realize that. |Is there nore
di scussi on?

MR. FLORES: The only discussion | want to make
is there's a representative of Mayor Bill Wite back
there, the lady standing up, and she's going to take that
message down there to the city council and the planning
commi ssion. So Mayor, we don't have zoning but we have
means and ways of protecting nei ghborhoods. But |'m not
sure they knew about this one.

MAYOR SALI NAS: Well, but they've known for
quite sone tinme and they don't care where people go. |
have to criticize Houston for not caring about putting
peopl e together, and | agree with Shad on what he's
saying, and I'mgoing to vote for your notion and his
second because | really believe that Shad has a point.

But you know how we feel about those |awsuits
and |I've had sonme in ny own city, but we do have zoning
and we deci de where we go and we deci de what we have to
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zone our properties for, and we have commttees that do

all that for us. Houston doesn't have that -- | hate to
say that -- and this is what we have today.
M5. ANDERSON: |I'msorry. | have one nore

person | have a witness affirmation form M. Flores.

MS. FLORES:. Thank you, Madanme Chair, nenbers
of the board. M name is Nicole Flores and | represent
P&C Bank. We're the proposed equity participant in this
transacti on.

| want to just cone up here and address a
coupl e of the comments because, |ike M. Bogany, | am
famliar with this area of Houston, |'ve spent a | ot of
time with the devel oper in the master planned subdi vi sion
that is Cty Park, and I just wanted to point out a couple
of things.

The nearest conp to this project is Alta
Cullen. P& is the investor in Alta Cullen. Alta Cullen
conpl eted construction recently and started the
stabilization process. W' ve been |easing that property
at over 25 units per nonth. The demand of that property
as the nearest closest conp has been a very big supporter
of our continued underwiting on this project.

The highlights of this site, this site is one
of the best sites |I've seen in south central Houston. It
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is one of the best sites because it is part of a naster

pl anned conmmunity. | believe the nunber of hones in that
community now is pressing 300. | can't speak exactly how
qui ckly the hone sal es have been going, but if you drive
through this community, it is an award-w nning comunity
of single famly hones based on its design, based on its
access. The nedian price of the homes in that conmunity
are starting at $140, 000.

The Houston | ndependent School District did
just purchase the piece of property directly across the
street fromthis site for a future elenentary school
| ocation. The build-out, and as the devel oper has
indicated, all the single famly lots, over 400 acres of
single famly lots, are spoken for by devel opers, and the
medi an price of those hones is projected to be in the
$160- range by later this year.

So | would have to just respectfully decline
the position that we're creating a ghetto in south central
Houston. | think what we're doing is we're opening up a
primary transportation corridor with the master pl anning
that' s happening at the subdivision, you' re opening up
commerci al parcels.

As many of you probably know the inpedi nent to
devel opnent along 288 for many years was the utilities,
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the utilities not being there and the flood plain

i nprovenents not happening along Sinms Bayou. |If you drive

this area, if you drive the banks of Sins Bayou and you

| ook at the hundreds of mllions of dollars that are being

poured into infrastructure in this area, you can tell this

is a primary devel opnent corridor for the city of Houston.
|"m sure the mayor's representative could indicate that

as wel | .

" murging you to pl ease reconsider your
position on this property. | think it is very well
| ocated within a master planned community, behind two
| arge market rate properties that are over 95 percent
occupied. Qur own conp in the i medi ate market pl ace shows
that there's demand which is why Newran Capital, the bond
pur chaser, has al ready approved this project, why P& C is
nmoving very rapidly to a closing table by the 6th of
April .

This is a property that's plan specified into
the city, ready to go, and it is not part of a ghetto, it
is part of an inprovenent project in south central
Houston. And | just wanted to bring that to you.

MR. BOGANY: Ms. Flores, I'd like to disagree
with you. The price range of those hones started off at
about $80- to about $160-. That was the Park Side hones.
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They're now up to the $90s for the snmall hones.

The issue that | have is the concentration
Yes, you have market rents on the front side of it and now
we're putting a tax credit on the back side of it. This
is an area that rem nds nme of the concentration of Fondren
sout hwest with all the apartnents, all the people who have
custom homes that are surrounded by apartnent conpl exes,
and this conplex here is the sane issue that's going to be
t here.

And then on top of that, the majority of al
the people are going to be mnorities in this area.

That's all that we're doing, all we're doing is
concentrating themright in that sanme general area, and
that's where ny issue is, the concentration, not the
devel oper or any of that.

And | do believe as you drive 288/610, this is
the poorest of the area. Then we get to the beltway and
then it gets into Pearland where the hones are much nore
expensive in that general area. Everything in this area
is affordable, the single famly honmes are. On the back
side they're doing 800 hones on 521; Alneda is going on
there behind it. It's everything affordable but it is a
highly minority area, and it just seens |ike we're putting
themten or twelve. The one on Alta Cullen, trust nme, |
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woul d have voted against that one but | thought we
woul dn't see any nore because of the concentration issue,
but here we get even nore, but it's all mnority.

And by the way, 90 percent of that area
denographics is Afro-American in that general area, al nost
90 percent of it. [It's nobody there other than the market
rate, the market rates are there. Look at those people
that are buying in City Place. And |I'mgoing to share
sonething else with you, City Place, Park Side, those
projects are the hardest to resell that |'ve ever seen
They' re easy to buy because they're cute, but when you get
ready to resell themon the market, they have a hard tine,
and then concentrated with apartnents around it, | think
it'"s going to be hard. If those people all knew they're
driving in they pass apartnents, the back side of
apartnents, it's just a lot of concentration in that area.

And it's nothing about the project, just put it
in Pearland, put it in Manvel, anywhere except that
| ocati on because as you drive through, that is a ghetto
area pretty nmuch. And the inprovenents of Park Side, the
ones that we put in there, the only places newin the area
is our tax credits, that's just it. And | just feel that
little section is a ghetto that you're trying to inprove,
and | truly believe that, but |I'd rather see market rates.
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And | guess mny question to the devel oper, would he do
mar ket rates at that spot.

M5. FLORES: Well, there are two market rate
properties that are over 95 percent occupied in front of
t he project.

MR, BOGANY: Well, | just have a problem
just know the area and it's highly concentrated to too
many mnorities and it goes against what | think that we
shoul d be spreadi ng them out.

M5. FLORES: Well, obviously this is your hone
community and we have to respect your opinion, but | just
wanted to bring to your attention that being the investor
in the nearest conp, we are seeing extrene demand for the
properties in that area, so even with the concentrati on,
and | can't control the historic denographics of the area,
but I think we can bring better properties, we can bring
t he househol ds that bring the conmmercial that help the
whol e area to devel op

And | don't think there's any devel opers |eft
in the room but | don't think there's a devel oper who
woul dn't love to do a deal in Pearland. W can't do a
deal in Pearland; there's no |l and and they woul d never | et
us do an affordable deal there, and we all know the
realities of that situation.
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And | think all we can do is we can | ook at
undevel oped areas |i ke along 288 and see what we can do to
i nprove those.

MR. BOGANY: It's going to be a sea of
apartnents, though. That's ny point.

M5. FLORES: The only thing | see that
differentiates this is it's part of a master planned
community that has been well thought out and | think it is
being well received. And | just wanted to bring that to
your attention and tal k about the demand that we're seeing
at our sister properties.

And | appreciate your tine and your patience
today. Thank you.

M5. ANDERSON: Thanks. Any nore di scussion?

(No response.)

M5. ANDERSON: W have a notion on the floor
and it's been seconded to deny the staff reconmendati on;
nobody is withdrawi ng that notion. D scussion? Hearing
none, | assunme we're ready to vote. Al in favor of the
noti on, say aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.
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Item 4(b), M. Dally, is an inducenent
resolution. W have no nore public comment -- at |east |
don't have any nore forns.

MR, DALLY: Correct. W're requesting to put
two applications on the Private Activity Bond Authority
2006 waiting list. Those particular properties are: the
Par kwest Apartnment Homes, proposed devel opnent | ocated
approxi mately at Parkwest Central Drive and Hi ghway 6 in
Houston, Harris County; the second is the Ennis Senior
Estates, the proposed devel opnent |ocated at 6600 Rudd
Road in Ennis, Texas. And staff is recomrendi ng approval
for this inducenent.

MR. BOGANY: So noved.

MR GONZALEZ: Second.

M5. ANDERSON: Can | just ask you a question,
M. Bogany? Do you know where this Central Drive at State
H ghway 6 is?

MR. BOGANY: | amgetting to that map as we
speak.

M5. ANDERSON: |'d like to have that before we
i nduce sonet hing and the devel opers go off and spend
noney.

MR DALLY: And there is a resolution nunber
associated with this. It would be 06013.
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MR BOGANY: And what's the |ocation of this
one?

M5. MEYER It's Parkwest Drive, it's to the
west of Houston.

MS. ANDERSON:  Par kwest Central Drive at State
H ghway 6.

M5. MEYER. Wiich is 1960, over to the west
si de of Houston, just below I-10.

MR. BOGANY: | don't have a map. | know where
Par kwest is and that's going toward Katy and |-10.
don't have a problemw th that |ocation.

M5. ANDERSON: Thanks. Any di scussion?
Hearing none, | assune we're ready to vote. All in favor
of the notion, please say aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

It's getting late. M. Dally, you are
chal | enged to nove as quickly through these itens as we'l|l
| et you.

MR, DALLY: Al right. Itemb5(a) is the
Section 8 stream ined 2006 Public Housing Agency Plan. It
is required for the board to approve this. This is the
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second year that it's under our naster five-year plan.
This plan is not proposing any new amendnents to that
five-year plan. Staff is reconmmending its approval.

MR. GONZALEZ: Move for approval.

MR BOGANY: Second.

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

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

MR. DALLY: Item5(b) is HUD allows us to set
rents wthin a band between 90 and 110 percent of fair
mar ket rents. This is a proposal to nove rents up. This
is out of 33 counties we're recomendi ng 110 percent of
fair market rent -- out of 37 counties, 33 we're

recomending to go to 110 percent of fair market rent, two

counties will increase from90 percent to 110 percent of
fair market rent, and two counties will increase from 100
to 110.

Staff inforned ne that | ast year we had | owered
sonme of these fair market rents and subsequently the
schedul es have cone out and the fair market rents have
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been | owered, however, the actual rents for Section 8
tenants, we have not seen that sanme decline. And so in
order to continue to serve the popul ation group that we
have now, we need to raise these particular rents up to
100 or 110 percent in these counties, and there's a
listing on the attachnment behind this.

M5. ANDERSON: It's not very consistent with
what we heard this norning about all the HOMVE rul es and
about how everything goes down in the rural counties al
the time. Maybe |I'm m ssing sonething about these four
counties that are going to 110.

MR. DALLY: Those particular counties are next
to metropolitan areas and so there is a higher demand
there and so the rents are higher in those particul ar.

M5. ANDERSON: Yes, Denton and Ellis. \Were is
Johnson County or Cal dwell County?

(Si mul t aneous di scussions.)

MS. ANDERSON: What this nmeans maybe that we
serve fewer people, theoretically, if there are very many
vouchers in these counties but we get better utilization
of the vouchers because they can actually find sonewhere
tolive. That's sort of a tradeoff.

| don't think we have a notion.

MR. GONZALEZ: | nove that we approve staff's
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recomrendat i on.

MR. BOGANY: Second.

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

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

MR. DALLY: Now noving on to item5(c). Back
i n Novenber 2005, the departnent rel eased an open cycle
notice of funding availability for 2006 HOVE Rent al
Devel opnents. That cycle is open and we're now bringing
forward two applications for commtnent. The are not yet
underwritten or have any conmtnents yet, so this is
basically a commtnent tentative upon their actually
getting the rest of their financial deal put together.

The first, Northwest Residential, is located in
Georgetown, WIIlianmson County, Texas. |It's new
construction; 180 units targeted to famlies. Although
the board wite-up says elderly, it has changed to
famlies. |Inconme set-asides for the property, would
reserve 50 percent of the units for househol ds earning 60
percent or |ess of area median inconme and 15 percent of
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the units for househol ds earning 50 percent or |ess of the
area nedi an i ncone.

The HOVE portion of the application is being
presented prior to the receipt of the reservation of
all ocation due to the prelimnary HOVE requirenments so
that site and nei ghborhood review and environnental review
can be done ahead of tinme because of the tinme constraints
associated wth the bond or 4 percent tax credit
t ransacti on.

And the staff is reconmmendi ng approval of
condi ti onal award of $1,950,000 in HOVE Rental Devel opnment
funds for the Northwest Residential apartnents.

MR. DALLY: | have sonme questions probably for
Ms. Boston. |If the board approves Northwest Residenti al
and Hayden Ridge, that would be a total of about $2-1/2
mllion so about half of what we've got in the HOVE Rent al
Devel opnent awar ds.

MS. BOSTON: Correct. We'Il have $2.6 nmillion
left if both of these were approved.

MS5. ANDERSON:. Woul d that fund every 9 percent
deal that has requested HOVE funds that | ooks like it has
any chance of being in the noney?

M5. BOSTON: No. The anpunt of tax credit
applications that we have that also submtted a request
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for HOVE funds that are non-CHDOs far exceeds, and
actually there's a list in your package.

M5. ANDERSON: | wasn't sure how to read this.

M5. BOSTON: If you look at the table that's
titled HOVE Rental Devel opnment Pipeline Report, the first
two are the two you're considering today, and all of the
ones bel ow that are ones that are al so being request ed.
And | apol ogi ze that there's not a grand total on here,
but it definitely far exceeds the $2.6 nmillion bal ance we
woul d have.

The NOFA for these funds is a first cone, first
served, and so you'll note also on this report that
Nor t hwest Resi dential and Hayden Ri dge both submtted
their applications in Decenber.

M5. ANDERSON:  Well, but | nmean, | can't
support making a conditional award of funds that's going
to stop sonebody in the 9 percent round because we' ve got
this tied up, got a mllion nine which is 40 percent of
our HOVE Devel opnent funds tied up so it's not avail able
for the 9 percent round.

And sone of you may or may not renenber that
several years ago we got ourselves in the sanme box where
we didn't have enough Rental Devel opnent noney to fund 9
percent deals that asked for HOVE funds typically in rura
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or rehab, those kinds of things. The departnent took a
ot of criticismon it fromthe public, at nultiple

| egi sl ative hearings, and so | have tried every year to
say, when we go through the consolidated planni ng process,
is this nunber going to be enough to fund the 9 percent
deal s.

And so | think I tel egraphed how | intend to
vote on this, and I think it is not prudent of the board
to approve this conditional award when we have all of
the -- we don't know how many of these in the pipeline are
going to end up being in the noney, in the 9 percent, we
won't know.

M5. BOSTON: And also to point out, this is
sonet hing the board has tal ked about in the past, but as a
policy issue we may want to bring back up again over the
next few nonths, is just because they check the box with
their 9 percent application that they want to conpete for
HOVE doesn't nean they really need HOVE.

M. Gouris generally underwites saying it's
feasible wwth and it's feasible without, so it's just
anot her point as well.

M5. ANDERSON. Well, | have been very clear
about ny policy preference for the four years |'ve been on
this board, and that is to have enough HOVE Rent al
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Devel opnent funds available to put with 9 percent deals
for deals that need it.

| nmean, | hear everything you' re saying but I
amtired of being in hot water with the | egislature
because the devel opers that do need HOVE funds, care about
it very much and nmake their feelings known, and |
understand where they're comng from So | just don't
want to be in hot water.

M5. BOSTON: Could we take this as a direction
then, that as we nove forward with our 9 percent program
that we perhaps should be |ooking at thema little
differently as we underwite and be notifying you of the
ones that don't need it, basically?

MS. ANDERSON:. Well, that would be up to the
board as a whole. | would think that woul d be hel pful,
sort of forward visibility. Not that |I don't want to do
t hese, although I do question, since we've had these
wor kouts that we've been doing in WIlianson County, why
we're doing a famly deal in Georgetown.

M5. BOSTON: And actually for clarification,
Hayden Ri dge has i ndeed been underwitten, is ready. The
only one that was still conditioned on proceeding and is
| ayered with 4 percent was the Northwest Residential. So
Hayden Ridge is just a HOVE only and is ready to proceed.
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M5. ANDERSON: Thank you. [|'msorry?

MR SHAW [|I'msorry to interrupt. | had asked
to speak on this.

M5. ANDERSON: | bet you have and | just | ost
the piece of paper. |'mnot having the best day. Cone
up, M. Shaw.

MR. SHAW Thank you. Again, |I'm Stuart Shaw
wi th Bonner Carrington, we're a devel oper here in Austin,
and that's my project.

| totally respect your thoughts, |'mnot aware
of that as an issue, but |I'maware of nmy issue. 1've been
trying to get that project done for a while. | amso far
O-for-5 on 9 percent deals. | have been choosi ng good
real estate, good |ocations over where | could score the
hi ghest, and maybe | need to change.

But | have done really nice quality | ocations.

The one that | showed you a nonent ago, | was talking
about the utility allowances, the one on the bottom
that's Cypress Creek at Lakeline Boulevard. |It's
currently 96 percent |eased and 95 percent occupied. This
woul d be Cypress Creek at Northwest, so it's another
Cypress Creek just like the one | just showed you, and we
cannot get it done wi thout these HOVE funds.

We just happened to be in the right place at
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the right tine. W own the plans and had to turn our
reservation back |ast year because we couldn't get it
done. We really need that assistance.

| don't know about the workouts in WIIianson
County, I'msorry to hear about that. | do know -- and
can point at a map and show you -- where deal s have been
done by | enders and TDHCA, everybody, in all parts of
Wl lianmson County that were not good real estate deals.
And | cone at this from being a market rate devel oper and
| look at real estate first and | try to serve people in
those locations, and there are deals in WIllianson County
that 1'm guessing are the ones you're tal king about that
were terrible locations, and I'mso sorry about that. [|'m
trying to do a good job in good |ocations and | just ask
you to please take that into account.

W want to put Cypress Creek at Northwest,
there right across fromthe seniors project you approved
for us and we closed |ast October. W are currently
extending this street through in a very nice area of
CGeorgetown west, in an existing nei ghborhood, 30 acres.
W' ve got 20 acres under construction with seniors and we
want to do the ten acres wwth famly. |If | can't get
those HOVE funds, | can't do it. And so I'masking you to
pl ease take that into account.
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And | do want to say that we never, ever, ever
do a devel opnent where we don't neet with the nei ghborhood
and everybody in town first. And in closing, we have
support fromthe city council for this project and from
the political base up in Georgetown, so |I'mjust asking
you to approve it, please.

M5. ANDERSON: Thank you

MR. BOGANY: | have a question for the Chair.
| was listening to you. Wat's your nmjor opposition to
t hi s?

M5. ANDERSON: |'m not opposed to this, |I'm
opposed to, after | have said every year let's make sure
we have enough HOVE Rental Devel opnment noney to go with
the 9 percent deals that get awarded -- because I'mtired
of going to the legislature and getting beaten up about
that and having a very well regarded devel oper conme and
testify to the Program Conmttee twice in the last two
years and beat us up about that -- so | think to
conditionally tie up 40 percent of this $5 mllion in HOME
Rent al Devel opnent noney, and it will be tied up past July
when we award the credits, | just think it's a chicken-
and-egg, it's a timng thing.

| don't understand how we got here. W'd have
to go back and | ook at the transcript when we vot ed.
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M. Shaw, would you sit down, please?

MR SHAW Yes, sure.

M5. ANDERSON: | think we've had our public
comment on this and now the board is just having a
conversation about it.

That's what it is, | don't like tying the noney
up, Tom hasn't underwritten, | don't know what his capture
report is going to say about Georgetown or where this
thing is, and it's tying up 40 percent of this Rental
Devel opnent al | ocati on.

MAYOR SALI NAS: But we've got to tie it up
soneti ne.

M5. ANDERSON: Well, it's tied up, and we don't
know that we're going to need it all here for the 9
percents either.

MAYOR SALI NAS: But at |east we've got this

project in, what is it, WIIlianmson County?

MS. ANDERSON: |' m obvi ously not naking nyself
clear. M preference -- I'll just be real clear about
it -- is to use these HOME funds for 9 percent deals to

the extent 9 percent deals need them and not to the
exclusion of other deals but to tie up 40 percent of an
annual allocation in one project -- and that's a pretty
heavy subsidy in one project in WIllianmson County that
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hasn't even been underwitten.

MAYOR SALI NAS: Wiy are you doing that?

M5. ANDERSON: Because that was the application
t hey got.

M5. BOSTON: And we did recommend in our wite-
up -- we also do not want to see it tied up, and we had
recommended that the applicant woul d have 120 days from
today -- and by our calculation that would be in June, so
before the June neeting -- if they hadn't already gotten
their 4 percent credits and been back to you and gotten
full approval, then they not only woul d probably have
troubl e proceeding with that part but they would | ose the
HOVE funds, and either could reapply and they'd have to
start their clock ticking, and their first cone, first
served status would obviously fall behind all the 9
percent applicants.

M5. ANDERSON: Isn't 120 days July 207?

MS. MEYER. It would actually be the July
nmeet i ng.

M5. BOSTON: | nean, if the board so desired,
that condition could be changed if you even decide to
approve it.

And | neant to say this too when | was talking
about the HOVE i ssue. The other dynamc for why a | ot of
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peopl e are applying for HOME funds -- and |I'mnot trying

to say that some people don't need them but we al so have
this part of our statute that says they need to apply for
things to get points.

MS. ANDERSON:  Yes, | know.

M5. BOSTON: So a lot of the fol ks asking for
the HOVE funds are doing it because they want/need the
poi nts.

MR. BOGANY: But we could nake 9 percent deals
go a lot better and get nore of themout there if we could
have this HOVE funds to work with.

M5. ANDERSON: They not only get points for
applying for the HOVE funds, they can go for sone of the
| ower incone targeting if they get the subsidy and they
get points in that bucket too, so that also has a public
policy benefit.

M5. BOSTON: Sure. And what we may want to do,
too, is nove away fromthat open cycle NOFA concept if we
clearly want the funds to always be programmed in
conjunction with the 9 percent round.

M5. ANDERSON:  Well, | just remenber when had a
shortage in ny first cycle which was the 2002 cycle and we
have not had a shortage the |ast three years.

M5. BOSTON: For these non-CHDO funds, they've
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tended to be noving towards bei ng over-subscri bed.

MR BOGANY: |'d like to nake a notion that we
use our HOVE Rental Funds for 9 percent. | knew sonething
woul d get you up

MR HAMBY: You can't nake that Mtion because
it's not on our agenda. You can deny this particular
project in anticipation and we can put it on.

MAYOR SALINAS: | just feel for the staff that
they come here with this recommendati on and for us to kind
of reroute it sonewhere el se. Maybe we need to send them
a meno on what they can and cannot do on these projects.

MR, HAMBY: | think the staff probably has
direction that you'd like to see this on your May agenda,
but at this point, we can't nake a policy --

M5. ANDERSON: | think if you | ook at the
transcripts of the consolidated planning process for the
| ast four years, | have consistently asked is there enough
in the Rental Devel opnent bucket to take care of the 9
percents and any ot her purposes. Do you renenber ne
saying that, Mchael? | have. And so |I'mvery
di sappoi nted when | find out otherw se.

MR. HAMBY: And |I'm not disagreeing with you,
you just can't nake a policy notion that's not on the
agenda at this tine.
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M5. ANDERSON: One option would be to defer
action.

MR. HAMBY: Surely. W can defer action to
your May neeti ng.

M5. ANDERSON: Has this devel opnent, Northwest
Resi dential -- does not have a reservation today. R ght?

MS. BOSTON: That's correct, it does not. At
this point, the BRB has not issued a reservation. The
| ast we checked, the BRB had not issued a reservation.

M5. ANDERSON: And | know that it's not free to
hold land and |'m perfectly cogni zant of that kind of
stuff. There appears to be enough noney in the
multifam |y cap, and | understand we've got anot her
applicant that's in this position very soon where they
didn't get a deal done before a reservation expired,
there's plenty of cap, they go get another reservation, we
don't make them-- theoretically, we would not nake them
come in with a whole new application. So you get nore
bites at the apple with the 4 percent thing where the 9
percent thing is one point in tinme that is 130 days away.

MR BOGANY: Can we defer this until staff can
take a | ook?

MAYOR SALINAS: But | think staff has al ready
done everything they can and nade a reconmendati on to us,
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and | agree with Beth on if we want to change poli cy,
that's fine, but it kind of |ooks bad for us to be
dictating to our staff. They're recommending this
project, Northwest, and we're saying we do not have enough
for July?

M5. BOSTON: And for the other deal, Hayden
Ri dge, which is on here, it's fully recomended, HOVE is
the only source generally that would work. Qur m ni mum
unit size for a tax credits and bonds is 16 units. In
smal |l communities |like Granbury, there would be no ot her
way for themto fund this.

So while | definitely appreciate the desire to
make sure that there's enough HOVE noney for the 9
percent, | also want to make sure there's sone HOVE noney
out there for the deals that couldn't work otherw se, and
this second deal is in that boat.

M5. ANDERSON: Right, wouldn't work any ot her
way.

M5. BOSTON: Right.

M5. ANDERSON: Why are we being asked to
approve Hayden Ridge before it's been underwitten?

M5. BOSTON: Hayden Ri dge has been
underwritten. | think it was just a clarification that
Bill inadvertently was referring to both, and indeed, has
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been underwitten, it's fine. Northwest is the only one
t hat had not been underwitten out of the two.

M5. ANDERSON: Do we usually not see
underwiting reports on HOVE deal s?

M5. BOSTON: | apologize. It's the Multifamly
Division's responsibility to get it in there. |'msorry.

M5. ANDERSON: It's okay.

M5. BOSTON: Tomdid it.

(CGeneral |aughter.)

MR GOURIS.: | can tell you about if, if you'd
like, since it wasn't in your board book.

M5. ANDERSON: Ckay.

MR GOURIS: W |looked at it. They ended up
with $420,000 in cost for eight units; two are one-bedroom
and six are two-bedroom W ended up with a hi gher cost
estimate of $487,000. W believe that there is the
potential for themto repay at a 1 percent rate versus the
zero percent rate that they asked for.

Because that difference in cost is a pretty
significant one and there's not a ot of cush in their
budget, we've suggested that they be prepared to defer 100
percent of devel oper fee, and to find $2,504 in additional
support, or provide a fixed price contract or sone other
mechani smto show us that they can actually build it for

ON THE RECORD REPORTI NG
(512) 450- 0342




200

as cheap as what they're recommendi ng. Because what we
don't want to have happen is that they have to cone back
and ask us for additional noney, we'd rather get it taken
care of at the front-end.

M5. ANDERSON: And we're really the only source
of funding for this thing other than this $2,504 they're
supposed to go off and find.

MR GOURIS: That's correct.

M5. ANDERSON: Which is nore |ike what we're
used to seeing on nost of our HOVE stuff.

MR GOURIS: That's correct. And this is like
the third or fourth phase of a devel opnent of eight to ten
units and this would be the |ast phase in that section.

M5. ANDERSON:  Sort of |ike an Affordable
Housi ng of Parker County kind of gig.

MR, GOURIS: Exactly. And which you'll see in
alittle bit which we also have underwitten, but | think
that report did nmake it to the book.

MR. FLORES: Madanme Chair, what's it going to
hurt if we postpone this for one nonth?

M5. ANDERSON: M. Hanby is signaling about six
weeks, My 4.

MR. HAMBY: The next board neeting will be My
4 that we have an open agenda; our April neeting is
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reserved

MR. FLORES: But the question is still the
same. Wiat does it hurt to wait that period of tinme and
ki nd of get our act together and deci de what our policy is
going to be, and then kind of take all this under
consi deration?

M5. ANDERSON: | would put themas two separate
itens because they're very different deals. Now, | know
we can have a notion here right now to approve one and not
approve the other one today.

Is that officially a notion to table?

MR. FLORES. No, not to table but to postpone
until the next mneeting.

M5. ANDERSON: Table till the next neeting.

MR. HAMBY: Actually, he's correct. 1In
Robert's Rules of Order, it's postpone; table is when
you're going to take it back up on this agenda.

MS. ANDERSON: | obviously got to brush up

(CGeneral |aughter.)

MR. HAMBY: Can | get a clarification on that
as far as are you saying to postpone both to the next
neeting or postpone one?

MR. FLORES: That was the intent, both.

MR. HAMBY: To postpone both.
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MAYOR SALINAS: But if you do both, you | ose
one for sure which is the Granbury, Texas.

M5. BOSTON: Yes. | mean, in my opinion, wth
all due respect, | don't see necessarily a reason to
post pone the Hayden Ri dge deal because it is indeed solid
and is a typical use of our HOVE funds.

MAYCOR SALI NAS: Wiy don't we go ahead and
post pone the Northwest Residential in Georgetown and
approve the Hayden Ri dge at G anbury.

MR. BOGANY: | second the notion.

MR. FLORES: Well, let nme change ny notion then
to postpone only that one project.

MAYOR SALI NAS: And then we go ahead and
approve the smaller project which is very inportant.
We'l|l probably lose it if we don't approve it today.

M5. ANDERSON: So the notion on the floor is to
just postpone -- that's all we're voting on right this
second -- the notion on the floor is to postpone action on

Nort hwest Residential to May. That's all we're voting on

ri ght now.

MAYOR SALI NAS: Yes, that's right.

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

pl ease say aye.
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(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.

M5. ANDERSON: Motion carries.

M5. ANDERSON: Now we mght be ready for a
nmoti on on what we want to do about Hayden Ri dge.

MAYOR SALINAS: | nove to approve the Hayden
Ri dge at Granbury, Texas.

MR BOGANY: Second.

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

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

MR DALLY: The last itemunder item5 is
presentation, discussion and possi bl e approval of HOVE
CHDO Rent al Devel opnment and Operating funds to Affordable
Housi ng of Parker County. They're requesting $358,800 in
HOVE CHDO Rental Funds with $16,000 in Operating funds.
this would be for the Fam |y Estates of Bridgeport, nunber
05265.

The application is in the final phase of a
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multifam |y devel opment and will include 56 total units
when conpl eted; six of those units would be for genera
popul ati on.

MR. BOGANY: So nove.

MAYOR SALI NAS:  Second.

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

(A chorus of ayes.)

MS. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

MR DALLY: Item6 was for the financial itens
for the Single Famly Bond Program and at this tine |
woul d recogni ze M. Byron Johnson to go quickly through
t hose itens.

MR. JOHNSON:. Good afternoon. Byron Johnson,
di rector of Bond Fi nance.

Shall | read the itens, or how should we
proceed?

MR. GONZALEZ: Basically, we went over this in
our Finance Commttee neeting. The reconmmendati on was
that we would recommend to the board that they approve the
proposed Single Fam |y Bond schedule as reflected in the
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tabl e above. If there's any questions from anybody not on
t he Finance Comm tt ee.

MAYOR SALI NAS:  Second.

M5. ANDERSON: | have just have one question, |
hope it's real quick. On these tables, both on the first
agenda itemand in the second one, there's no Program 60.
Was there just not a Program 607

MR, JOHNSON:  Program 60 was an MCC program

M5. ANDERSON: Ckay.

MR, JOHNSON. We have representatives here from
CitiGoup dobal Markets, and at the board's pleasure,

t hey have sone information pertaining to market dynam cs
that | think would be of interest to the board. It should
take no | onger than five m nutes.

(CGeneral talking and | aughter.)

M5. BARTOLETTI: |'m Any Bartoletti from
CitiGoup Markets, and as Byron said, I"'mjust going to
take a few mnutes here. Tine nme and give ne a warning.

| just want to talk a little bit about the
interest rate market and how that affects single famly
prograns |ike that of the departnent.

The | ast couple of years, | think as nost of
you know, have been quite difficult. There were very high
rates of prepaynent, there was very little spread between
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what conventional rates were and what can be had on a
single famly nortgage program financed with tax-exenpt
bonds, and there was extreme negative arbitrage. The good
news is that those conditions have abated; the bad news is
that the market is still quite conpetitive.

And Byron actually did a little presentation
| ast week at a conference and many fol ks were very
i npressed by sone of the radio commercials that you guys
have, and I'd like to say that's a very effective way to
reach borrowers in the state and | think that will very
much hel p reaching the conpetition in getting the program
out there.

If you turn to page 2, it just shows what's
happened with short termrates. As you know, the Fed has
increased rates 14 tinmes since the mddle of '04. Wth
that, taxable rates, short termrates have increased; tax-
exenpt rates have gone up as well but not nearly as
dramatically, as you'll see.

On the next page, page 3, we just give you a
brief indication of what's happened with long termrates.

As you see, 10-year treasury yields are still at historic
lows. There has been a nodest increase in those over the
| ast year, but not nearly as nuch as the increase on the
short term side.
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Turning to the next page, what this nmeans is
that the treasury yield curve has flattened very
considerably, to the point where it's now even a little
bit inverted. And by that | nean that the one-year
treasury rate is actually higher than the 30-year treasury
rate today.

On page 5 the nunicipal curve has flattened as
well but not quite as nmuch. It still does have a little
bit of a curve to it. That nmeans that bonds that you use,
such as serials and PAC bonds, still do have sone benefit
today and you'll continue using those probably in the
program goi ng forward.

On the good side here, what does this all nean
for you and for the progranf? As | said, negative
arbitrage is no longer a concern. What | nmean by that is
if you go out and invest your bond proceeds today in a
short terminstrunment, you' re not going to have that
negative arbitrage that you had in the past. |In fact, the
six-nmonth treasury rate is about what you're going to earn
on a long termfixed rate deal, so there is zero negative
arb, and if you invest in investnent agreenents, that's
actually even higher than the long term bond deal today.
So that's great news for the departnent.

Rel ating that to what has happened in the

ON THE RECORD REPORTI NG
(512) 450- 0342




208

conventional nortgage market versus the rate you get on
nort gages funded with tax-exenpt bonds, over the | ast
couple of years it's been very, very difficult to produce
a conpetitive nortgage product. That's why you' ve had to
turn to things such as interest rate swaps to even get a
product that could conpete with conventionals. The good
news is with the increase in rates, that spread has
widened a little bit. So if you do a deal today, you're
going to see sonme spread between conventionals and the
rate you woul d produce, and Byron will talk a little bit
about the rates you're going to see in this market.

|'"'mgoing to skip the next page because it's
not particularly inportant, just talks a little bit about
forward swaps. But sone additional inplications on the
bond side is that premium PACs are still being w dely
enployed. | think you're going to be very happy with the
per formance you get by using prem um PACs to fund down
paynment assistance. Today the spread to MVMD -- which is a
muni ci pal market curve that we use to gauge things -- the
spread to a conparable yield is about 65 basis points
today, it was about 100 basis points just a year ago, SO
you're getting very good rates on that.

And you're al so seeing increased participation
on housi ng bond deal s; investors are out there reaching
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for yields. So not only do you have Freddi e Mac
participating, you also have many insurance conpanies
coming in and bidding for the bonds which is great news
for the departnment.

That's it.

MR. JOHANSON: So with that, | would entertain
any questions you have about the first item

M5. ANDERSON: |s there a recommendation of the
Fi nance Conmi ttee?

MR. GONZALEZ: Approve the Single Fam |y Bond

Schedul e.

M5. ANDERSON: |s that a notion?

MR GONZALEZ: Yes.

MAYOR SALI NAS:  Second.

M5. ANDERSON: Do we have a quorum the three
of us?

MAYOR SALI NAS:  Not right now.

MR GONZALEZ: W need one nore.

(Ceneral talking and | aughter.)

M5. ANDERSON: Thank you, M. Gerber. W never
di d announce M. Cerber. W are, of course, very pleased
to have M. M ke Gerber from Governor Rick Perry's office
with us today, as always. | don't think we have any ot her
menbers here today.

ON THE RECORD REPORTI NG
(512) 450- 0342




210

So we already had a notion on the floor?

MR, GONZALEZ: Yes.

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

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: The notion carries.

MR, JOHNSON. Item (b) pertains to the
prelimnary approval of our Single Fam |y Mortgage Revenue
Bonds issue, 2006 Series A and sone ot her series.

As you know, in the past in our npbst recent
transactions we've used a conbination of fixed rate bonds
and variable rate bonds. Also, as you may have noticed in
the market, we had slight novenent in rates going up
recently. So Bond Finance has deviated fromits nornmal
practice of comng to you wwth a recommendati on and we've
come to you with three scenarios that represent current
mar ket conditi ons.

The first scenari o shows under 100 percent
fixed rate bonds what the interest rates woul d be using
that traditional structure. Scenario nunber 2 reflects
what woul d happen if we included in with the 100 percent

ON THE RECORD REPORTI NG
(512) 450- 0342




211

fixed rate bonds a refunding transaction. And then
scenario 3 reflects fixed rate bonds with variable rate
bonds and the refundi ng transacti on.

By including the refunding transaction, we pick
up like 20 basis points or so in |owering the nortgage
rate and subsidizing the nortgage rate, and then by
i ncluding a swap and vari able rate bonds on top of that,
we woul d pick up another 28 to 30 basis points.

So you can see just by going to market with a
traditional 100 percent fixed rate bond issue, the
nort gage rate unassisted would be 5.58 percent. If we
i ncorporated the 40 percent variable rate bonds and hedged
themwi th an interest rate swap and included a refunding,
the rate woul d be about 5.07 percent. In conparison to
the current market rates for FHA loans with two points,

t hat woul d equal about 5.75 percent.

So | guess the objective here is to achieve a

| oner cost of debt and al so achieve a | ower nortgage rate

and ensure that our funds originate.

So this to illustrate the differences in what's
occurring in the marketplace, | know rates have gone up
but rates have not gone up to the point where we still can

build in that full 90 to 100 basis point spread bel ow

conventional nmarket rates. So that's why Bond Finance is
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recommendi ng that we consider going with scenario 3 which
woul d include a fixed rate bond portion, variable rate
bond portion, hedged with an interest rate swap, and

i ncluding a refundi ng transacti on.

M5. ANDERSON: Well, is that your
recommendation? |I'ma little confused because typically
you do bring a reconmendati on and you bring a scenario,
and this time you're bringing three scenarios. So this is
a prelimnary approval .

MR, JOHNSON:. About 60 days.

M5. ANDERSON: You're going to cone back to us
on May 4 at that board neeting for sort of final approval ?

MR, JOHNSON:  Yes, nma'am

MS. ANDERSON. Were you going to run the traps
on all three scenarios and nmake a recomendati on?

MR, JOHNSON. Pretty nmuch. | wanted to show
you that right now we still haven't achieved that ful
spread between a tax-exenpt rate and a market rate, and
right now we're focused on scenario 3, but if market
condi ti ons change between now and May, we may revert back
to one of these other two scenari os.

And we left out a 100 percent variable rate
i ssue because at this time -- 2005-A was 100 percent
variable rate, but at this tinme that structure i s not
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produci ng the benefits it did a year ago because rates
have risen a little bit. So we have excluded that from
consideration at this tinme, but who knows in 60 days, 45
days, rates may nove down again and it may conme back into
play. But as of today, we're focused on scenario 3.

MR. HAMBY: Madane Chairnman, as you are aware,
the Finance Commttee nmet today and the recomrendati on
fromthe Finance Conmttee was that the staff nove forward
with this item3 and bring it back.

MS. ANDERSON: | wasn't there so |I'mjust
trying to understand.

MR. HAMBY: That was the Finance Conmttee's
recomrendat i on.

M5. ANDERSON: That's fine. |'mjust asking
some questions.

Yes, M. Bogany?

MR. BOGANY: | have no questi ons.

MS. ANDERSON. And then you tal k about an
interest rate cap, and we've done an interest rate swap,
and as you are aware, | had a conversation with M. Dally
where | asked that those things be explained to ne. Can
| ook forward to that in May as well in a witten
expl anat i on?

MR, JOHNSON. Yes, ma'am And may |1? An
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interest rate cap is a different type of hedge, conpletely
different frominterest rate swap. You can use interest
rate caps to build a swap, but they're two separate
instrunments, and it's an alternative hedge we're

consi dering, once again, because of those market
condi ti ons.

M5. ANDERSON: And just so | have sone clue
about what it is |I'd be expected to vote on on May 4, |
just need a lot nore informati on here than one sentence.

MR JOHNSON:  Yes, mm'am

M5. ANDERSON: Just to understand the relative
merits, why we would choose to do a cap when we've done a
swap in the past. That kind of information would really
be hel pful. Okay?

MR, JOHNSON:  Yes, nma'am

So we're asking for prelimnary approval of our
structuring plan.

MAYOR SALI NAS: So noved.

MR. BOGANY: Second.

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

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.
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(No response.)

M5. ANDERSON: Motion carries.

MR. JOHNSON:. The next itempertains to an
approval of Resolution Arendnent for Single Famly
Mort gage Revenue Bonds, 2004 Series A and 2004 Series B

Last year we cane to the board and requested
approval of adding an additional type of nortgage product,
a zero points nortgage product. What we failed to do in
that resolution was state that in addition to the zero
poi nt product, the trustee could al so purchase assisted
| oans and unassisted loans. So what this is is nerely a
cl ean-up resolution to say: Trustee, you can buy al
three types of | oans.

MR. GONZALEZ: The Finance Commttee
recommended that we approve the resol ution amendnent for
Single Fam |y Mrtgage Revenue bonds, 2004 Series And 2004
Series B, Program 61

MR. BOGANY: Second.

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

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

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

MR. JOHNSON: The next itemis an approval the
departnment’'s | nvestnent Policy.

Pursuant to Texas Code Public Finance
| nvest nent Act 2256, the departnment is required to
mai ntain an investnent policy. Even if we did not have
that requirenment, we still would recomend naintaining an
i nvest ment policy.

The board is required to review and update and
approve the policy on an annual basis, so what we have
done is gone through and conpared it to |l ast year's policy
and taken a | ook at any new | egislation, and we've nade
two revisions. One revision was the addition of
certificates of deposit that are offered by banks not
domciled in the state of Texas, and the other was a
revision to the definition of investnent officers. W
took out the chief of Agency Adm nistration and added in
the director of Financial Adm nistration. So the
financial officer is really two individuals: the director
of Bond Fi nance and the director of Financi al
Admi ni strati on.

And those are the only two revisions we nade:
the definition of investnent officer, and the addition of
banks not domciled in Texas offering CDs. And we've
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i ncluded a bl ack-1ine copy for your review

MS. ANDERSON:. | just have one question on page
3. | just think there's a word -- | think it's just a
typo, | think there's a word mssing in the thing about

the director of Bond Finance and the director of Financial
Adm ni stration. Because the sentence reads:
"Responsibility for the operation of the investnent
programis hereby del egated by the executive director of
the director of..." | think you nean "to the" or
sonet hi ng.

MR JOHNSON:  Yes.

MS. ANDERSON. So if you could just clean that
up.

MR. GONZALEZ: The Finance Conmm ttee recomends
approval of the policy.

MAYOR SALI NAS:  Second.

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

(A chorus of ayes.)

M5. ANDERSON: Al |l opposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

MR. JOHNSON: The next itemis Approval of the
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Loan Star Mortgage Program I nterest Rate Reset.

Last Septenber we rel eased a new nortgage
program that provides 8 points of assistance along with a
mar ket rate for honebuyers who are not necessarily first
ti me honmebuyers. W felt there was a need for this
product and it conplenments our nortgage programthat
addresses the needs of first time honebuyers.

We have been a little bit disappointed by the
origination trend with the program since Septenber, and in
an effort to, shall we say, kick the reservations into a
faster node, we're proposing that we reduce the nortgage
rate by reducing our fees that we earn on the program

The Texas Department of Housing is reducing its
fee fromone point to 40 basis points, and CtiMrtgage is
foregoing its 20 basis points of adm nistration fees, and
that's really a 100 percent decline in revenue for them
froman incremental basis. They will still earn their
servicing fee once the | oans are origi nat ed.

But we're hoping that in addition to additional
mar keting -- as we discussed this norning -- this rate
woul d nake the programa little bit nore attractive to the
| enders participating. It is a new program M Comunity
Mortgage from Fannie Mae is al so new, there have been many
changes, but we're just trying to do all we can to nmake
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t he program successful .

MAYOR SALI NAS: Six seventy-five?

MR. JOHNSON: Six seventy-five to six fifty to
six and three-eights, six twenty-five.

M5. ANDERSON: What did you say the FHA nunber
is today?

MR. JOHNSON. About five and three-quarters,
five seventy-five with two points.

MAYOR SALI NAS: Move for the approval.

MR. GONZALEZ: | second the notion that we
approve the Loan Star Mrtgage ProgramInterest Rate
Reset .

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

(A chorus of ayes.)

M5. ANDERSON: Opposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

MR, JOHNSON. The next itemis Approval of 2006
Mortgage Credit Certificate Program

We have executed three MCC prograns over the
past two or three years. W' ve had very good success with
t he prograns.
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As you can see on the page, the first table, we
have about $3.2 million under 2005 and we have
approximately $4 mllion on the 2005-A. Both of those
bal ances are conprised primarily of targeted area
reservation nmonies. On the 2005 program that should be
expiring pretty soon; | think the 2005-A programis
further in the year. But in conjunction with the schedul e
for the year, we want to go ahead and start the docunents
are and get this process rolling and hopefully close the
program and rel ease a new program around July. W just
woul d like to have a continuous flow of certificates
avai | abl e.

MR GONZALEZ: The Finance Conmittee reconmends
that we approve the 2006 Mdrtgage Credit Certificate
Program

MR BOGANY: Second.

M5. ANDERSON: | just have one question on the
resolution. On page 2 of the resolution there's |like a
blank. 1Is there a nunber to go in there?

MR. JOHNSON: Yes. That shoul d be $100, 000.

My apol ogi es.

M5. ANDERSON: That's all right. | just never
see anything but the signature pages on anything | have to
si gn.
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Di scussion? Hearing none, | assune we're ready
to vote. WAit, on page 4 there's another bl ank.

MR JOHNSON: On page 4 it should be $100, 000.

MS. ANDERSON: Thank you.

Di scussion? Hearing none, | assune we're ready
to vote. All in favor of the notion, please say aye.

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.

(No response.)

M5. ANDERSON: Motion carries.

MR JOHNSON: Those are all of the Bond Fi nance
items. Thank you.

MR. DALLY: Item6(g) is Approval of Asset
Managenment Oversight Agreenent with Texas State Affordable
Housi ng Cor porati on.

Back on April 30, 2004, the departnent
publ i shed an RFP. W did get responses on that. W then
went out with a teamof nyself, Ruth Cedillo, and Tom
Gouris and interviewed the groups and | ooked at their work
pr oduct .

It was our conclusion that Texas State
Af f or dabl e Housi ng Corporation was the best choice. As
you know, they have been the ones that have done our bond
deal s and 4 percent deals for sone tinme, however, two or
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three years ago we actually took back the right to
actually contract that out ourselves. It was a foregone
conclusion that the Texas State Affordabl e Housing

Cor poration would do those asset oversights.

I n our discussions with them basically the
proposal that staff is recoomending is there will continue
to be a $25 per unit fee. That would be split between the
Texas State Affordable Housing Corporation at $22 and $3
for the departnent.

Then there was sone di scussion about the term
of the contract. They originally wanted a m ni num of five
years. We've since discussed having it with a six-nonth
term nation provision by either party.

The final recommendation is for the board to
aut hori ze the executive director to enter into
negoti ations and finalize and execute an agreenent to
provi de asset oversight services.

MR. BOGANY: So noved.

MR. GONZALEZ: Second.

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

(A chorus of ayes.)

MS5. ANDERSON:. Qpposed, no.
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(No response.)

M5. ANDERSON: Motion carries.

MR. DALLY: Next under 7(a), this is a
di scussion of our disaster relief contracts. As you know,
back in Septenber and then again in Cctober, the board
noved to allow the executive director to approve
contracts. W had funds set up of $1.8 mllion in the
Housi ng Trust Fund under a Sel f-Help Bootstrap Program
W have two contracts that have conme in: one, the Habitat
for Humanity Texas in the amount of $470, 000 for the
Jefferson, Polk and San Jacinto counties; we then also
have a second application from Port Arthur Affordable
Housi ng Corporation for $750,000. That totals $1, 220, 000,
plus adm nistrative fees of $48,000. |1've already signed
those two contracts and so |I'masking for a ratification

W still have a remaining $531, 200 that we're
still accepting applications on. Honer Cabello has been
mar keti ng that and reaching out to other Habitats, and
we're currently in discussion with sone of themto take
the rest of the funds.

MR BOGANY: So noved.

MAYOR SALI NAS:  Second.

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

ON THE RECORD REPORTI NG
(512) 450- 0342




224

say aye.

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

| want to thank Homer for his work on this.
And | guess the only thing | sort of have a tw nge about
is where | see this | anguage about we'l|l take apps until
such time as the funding has been conmitted or the current
fiscal year ends on August 31. And | think we mght, as
we nove through the cal endar year, want to revisit that
statenent. | nean, we've set it aside for Rita. M hope
is that in your work with sonme of these other Habitat or
other self-help kind of entities, we can get that noney
programmed and we won't still be | ooking at any on August
31.

When we're going to Washi ngton aski ng for CDBG
money and stuff and saying we have all this need fromR ta
and then -- we just need to make sure we're not sending a
m xed signal, so we just need to be as aggressive as you
can possibly be in finding capable grantees that could
operate in these counties. Thanks.

MR. DALLY: The next item shows you our $8.3
mllion in partnership HOVE funds that we put out for
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application, deadline February 28. That was fully
subscribed fromthe 22 counties, and you'll see a list.

We did use a tiering nmethod which allowed Jefferson,
Orange and Hardin counties to each get $2 mllion; there
was then a second tier for Jasper County, San Jacinto,

Tyl er, Pol k, Newton and Angelina counties for $300, 000;
and then finally St. Augustine, Trinity County and Shel by
County woul d recei ve $166,667; for a total of $8, 3000, 000,
plus adm n funds of $332, 000.

The contracts have not been drawn up so | have
not signed off on them but this proposal has been brought
to our ERAC comm ttee and approved.

MR. BOGANY: So noved.

MR. GONZALEZ: Second.

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

(A chorus of ayes.)

M5. ANDERSON: QOpposed, no.

(No response.)

M5. ANDERSON: Mbtion carries.

MR. DALLY: The next item7(b) is a discussion
of the $74-1/2 mllion of Conmunity Devel opment Bl ock
Grant funds basically for disaster assistance to Texas for
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areas inpacted by Hurricane Rita.

Ri ght now, as of beginning 6:00 p.m tonight,
we will begin our public discussion -- well, let nme back
up just slightly. W're required by HUD to publish an
action plan and we have put that draft and conpl eted that
on March 14. W then open up for a public comrent period
that will extend to March 30. W are also going to go out
and have five public hearings, the first one being in
Nacogdoches this evening. Tonorrow we will be in Beaunont
and Livingston; on Wdnesday we will have a hearing here
in Austin, and then next week on the 28th we will be in
Houston for a hearing.

At that time we will accept comment fromthe
local jurisdictions with regard to the activities that
they want to take up. One of the other issues is any
addi tional waivers that they may request out of the
Communi ty Devel opnent Bl ock Grant funds.

Qur initial plan here is to receive four
applications fromthe councils of governments of those
four areas. They then will cluster up all of the | ocal
jurisdiction requests. The COG will adm nister the 55
percent of these housing funds for housing rel ated
activities. That is a floor but not the ceiling. They
can, by local priority, raise that percentage for housing
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related activities.

The other thing that's out there for us for
infrastructure, many of these cities and | ocal
jurisdictions have spent their funds, and as you may know,
FEMA will only reinburse at this point 75 percent of sone
of those costs, so that remaining 25 percent, this would
be eligible funds for that particul ar purpose.

As we receive the public coment, we will then
redraft and craft a response a response as part of our
action plan. This action plan then will go into the U S
Departnment of HUD for their review. And then we're
anticipating that they will put that on fast track and
t hat perhaps by May 1 we woul d have an application
crafted. We will then go out and do application workshops
and begin accepting applications in the May 15 to June 15,
all targeting for that early July board neeting to be
maki ng reconmendati ons and get these awards out.

And we' re hopeful that by taking these four
applications and setting it up this way that we can speed
the progress of this forward.

The other inportant thing to note is that both
ORCA and the departnent are working together on the
applications and scoring, but the final determ nations of
the awards will cone through the Texas Departnent of
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Housi ng and Comunity Affairs. It will be this board that
makes the ultinmate awards on that.

So this is just kind of an update on that
particul ar process.

MAYOR SALINAS: No action on it?

M5. ANDERSON: This is just a report item

MR DALLY: It's a report item

MS. ANDERSON:. But the draft plan is out there
on the website if the board nenbers want to read it.

MR. DALLY: Yes.

M5. ANDERSON: A | ot of people worked very hard
on it, and on behalf of the board, | want to thank Ruth
and Steve, Mchael, Bill and everybody that worked hard to
pul | that report together.

| guess | should also say -- this is not one of
my better days -- and | should have said it this norning,
that 1'msure | speak for everyone on the board that we
are very pleased that Bill Dally agreed to accept the role
of interim-- is it interimor acting?

MR, DALLY: Acting.

M5. ANDERSON: Acting executive director at the
departnent, and that's why he's presiding today, and we're
all very grateful to Bill for doing that. And | assune
that Bill is as grateful as the board is for the fact that
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Br ooke Boston agreed to beconme the acting deputy director.

And then there's sone additional, David Cervantes is in

the acting chief of Agency Adm nistration.

MR DALLY: That's correct.

M5. ANDERSON: Who el se am | forgetting?

MR.
interimdirector of

goi ng to be manager

DALLY:

And t hen Robbye Meyer
Mul tifamly,

in that particul ar area.

i S now

and Jenni fer Joyce is

M5. ANDERSON:

So change and transition is

never easy, but

|'"'msure the board joins ne in

appreciation to al

of the staff for stepping into these

rol es.

MR. DALLY: |'ve got one other announcenent.
Now, this is a pernmanent position, but Sandy Garcia is now
our new HOVE manager under Eric's area

(Appl ause.)

M5. ANDERSON: |Is that why she was being so

qui et this norning when we were taking all the heat up

her e.

(CGeneral |aughter.)

MR. DALLY: It's getting so late in the day, do

we want to go over these report itens?

M5. ANDERSON: Are you all confortable reading

the Executive Director Report itens that are in your book
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and if you have questions, calling M. Dally? -- because
the hour is late. It just seens every nonth to be a | ot
to do.

So being no further business to cone before the
board, | would entertain a notion to adjourn.

MR. BOGANY: So noved.

MR GONZALEZ: Second.

MS. ANDERSON:. W stand adj our ned.

(Wher eupon, at 5:00 p.m, the neeting was

concl uded.)
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