TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

GOVERNING BOARD MEETING

Capitol Extension
Hearing Room E2.030
1100 Congress Avenue
Austin, Texas 78701

November 10, 2022
10:00 a.m.

MEMBERS:

LEO VASQUEZ, 111, Chair
ANNA MARIA FARIAS, Member
BRANDON BATCH, Member
KENNY MARCHANT, Member
AJAY THOMAS, Member

BOBBY WILKINSON, Executive Director

ON THE RECORD REPORTING
(512) 450-0342




I NDEX
AGENDA ITEM

CALL TO ORDER
ROLL CALL
CERTIFICATION OF QUORUM

PLEDGES OF ALLEGIANCE
CONSENT AGENDA

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

EXECUTIVE

a) Presentation, discussion, and possible action
on the Board meeting minutes summary for
October 13, 2022

COMMUNITY AFFAIRS

b) Presentation, Discussion, and possible action
on the 2023 Section 8 Payment Standards for
the Housing Choice Voucher Program (HCVP)

ASSET MANAGEMENT

c) Presentation, discussion, and possible action
regarding a Material Amendment to the Housing
Tax Credit Application
19330 Avanti Legacy at Emerald Point McAllen
19331 Avanti at Emerald Point McAllen
21608 Fiji Lofts Dallas

d) Presentation, discussion, and possible action
regarding a Material Amendment to the Housing
Tax Credit Land Use Restriction Agreement
19603 Northgate Village Dallas

e) Presentation, discussion, and possible action
regarding a Material Amendment to the HOME
Land Use Restriction Agreement
531001 Crystal Falls Crossing Leander

MULTIFAMILY BOND FINANCE

) Presentation, discussion, and possible action
on Inducement Resolution No. 23-005 for
Multifamily Housing Revenue Bonds Regarding
Authorization for Filing an Application for
Private Activity Bond Authority for Palladium
Oak Grove (#22617)

RULES

9) Presentation, discussion, and possible action
on amendment to 10 TAC 810.622 Special Rules
Regarding Rents and Rent Limit Violations,
and directing that this be published for
adoption in the Texas Register

h) Presentation, discussion, and possible action
on an order proposing the readoption with
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amendments of 10 TAC 81.11, Definition of
Service-Enriched Housing and directing its
publication for public comment in the Texas
Register

D) Presentation, discussion, and possible action
on an order proposing new 10 TAC Chapter 1
Subchapter A, 81.9 Housing Finance Corporation
Reporting Requirements and directing that it
be published for public comment in the Texas
Register

J) Presentation, discussion, and possible action
on the proposed repeal and proposed new
sections 10 TAC 87.8, 87.25, 8§7.34, 87.36,
87.39, and 87.40, and directing their publication
for public comment in the Texas Register.

SINGLE FAMILY & HOMELESS PROGRAMS

k) Presentation, discussion, and possible action
on State Fiscal Year 2021 Homeless Housing
and Services Program Reallocations and
Authorization to Reallocate Future Deobligated
Funds.

LEGAL

(D) Presentation, discussion, and possible action
regarding the adoption of an Agreed Final
Order concerning SA Union Pines 11
(HTC 02092 / CMTS 3243) and Rene 0. Campos

MULTIFAMILY FINANCE

m) Presentation, discussion, and possible action
on multiple requests for return and
reallocation of tax credits under 10 TAC
811.6(5) related to Credit Returns Resulting
from Force Majeure Events for Applications
awarded in the 2021 competitive 9% tax credit
round

CONSENT AGENDA REPORT ITEMS

ITEM 2: THE BOARD ACCEPTS THE FOLLOWING REPORTS:

a) Media Analysis and Outreach Report, September
2022

b) Report on TDHCA One-Time or Temporary
Allocations B Pandemic Response and Other
Initiatives

c) Report on the Department®s 4th Quarter
Investment Report relating to funds held
under Bond Trust Indentures

d) Report on the closing of the Department®s
Residential Mortgage Revenue Bonds Series
2022B (Non-AMT) (Social Bonds)

e) Report on the Department®s 4th Quarter
Investment Report in accordance with the
Public Funds Investment Act
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ACTION ITEMS

Executive Session: the Chair may call an Executive
Session at this point in the agenda in accordance
with the below-cited provisions

ITEM 3: EXECUTIVE

Executive Director™s Report

ITEM 4: ASSET MANAGEMENT

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

21017 Hughes House Fort Worth

ITEM 5: LEGAL

Presentation, discussion, and possible action
regarding the adoption of an Agreed Final Order
concerning Mission Pointe Club f/k/a Country Villa
(HTC 91040 / CMTS 958)

ITEM 6: BOND FINANCE

a) Presentation, discussion, and possible action
regarding Resolution No. 23-006 authorizing
the implementation of Texas Department of
Housing and Community Affairs Mortgage
Credit Certificate Program 103, approving
the form and substance of the program manual
and the program summary, authorizing the
execution of documents and iInstruments
necessary or convenient to carry out Mortgage
Credit Certificate Program 103, and containing
other provisions relating to the subject

b) Presentation, discussion, and possible action
on Resolution No. 23-007 authorizing the
filing of one or more applications for
reservation with the Texas Bond Review Board
with respect to qualified mortgage bonds
and containing other provisions relating to
the subject

c) Presentation, discussion, and possible action
on Resolution No. 23-008 authorizing the
issuance, sale and delivery of Texas Department
of Housing and Community Affairs Single Family
Mortgage Revenue Bonds, 2022 Series B
(Non-AMT), approving the form and substance
of related documents, authorizing the execution
of documents and iInstruments necessary or
convenient to carry out the purposes of this
resolution, and containing other provisions
relating to the subject

d) Presentation, discussion, and possible action
on Resolution No. 23-009 authorizing the
filing of one or more applications for
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reservation with the Texas Bond Review Board
with respect to qualified mortgage bonds,
authorizing state debt application, and
containing other provisions relating to the
subject

e) Presentation, discussion, and possible action 54
regarding Resolution No. 23-010 authorizing
request for Unencumbered State Ceiling and
containing other provisions relating to the

subject
ITEM 7: RULES
a) Presentation, discussion, and possible action 57

on an order adopting the repeal of 10 TAC
Chapter 12, concerning the Multifamily Housing
Revenue Bond Rules, and an order adopting new
10 TAC Chapter 12 concerning the Multifamily
Housing Revenue Bond Rules, and directing its
publication in the Texas Register

b) Presentation, discussion, and possible action 59
on the adoption of the repeal of 10 TAC
Chapter 11 concerning the Housing Tax Credit
Program Qualified Allocation Plan, adoption
of new 10 TAC Chapter 11 concerning the Housing
Tax Credit Program Qualified Allocation Plan,
and directing their publication for adoption
in the Texas Register

ITEM 8: MULTIFAMILY FINANCE

Presentation, discussion, and possible action on 112
the timely appeal of termination of HTC application
22106, Mariposa Apartment Homes at Plano Parkway,

and waiver of 10 TAC 8§11.901(6) under the

Department®s Multifamily Program Rules

PUBLIC COMMENT ON MATTERS OTHER THAN ITEMS none
FOR WHICH THERE WERE POSTED AGENDA ITEMS

EXECUTIVE SESSION none
The Board may go into Executive Session

Pursuant to Tex. Gov™"t Code 8551.074 for the purposes
of discussing personnel matters including to deliberate
the appointment, employment, evaluation, reassignment,
duties, discipline, or dismissal of a public officer or
employee;

Pursuant to Tex. Gov"t Code 8551.071(1) to seek the
advice of its attorney about pending or contemplated
litigation or a settlement offer;

Pursuant to Tex. Gov™"t Code 8551.071(2) for the purpose
of seeking the advice of its attorney about a matter

in which the duty of the attorney to the governmental
body under the Texas Disciplinary Rules of Professional
Conduct of the State Bar of Texas clearly conflicts
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with Tex. Gov™t Code Chapter 551; including seeking
legal advice in connection with a posted agenda item;
Pursuant to Tex. Gov™"t Code 8551.072 to deliberate the
possible purchase, sale, exchange, or lease of real
estate because it would have a material detrimental
effect on the Department®s ability to negotiate

with a third person; and/or

Pursuant to Tex. Gov™"t Code 82306.039(c) the Department”s
internal auditor, fraud prevention coordinator or ethics
advisor may meet In an executive session of the Board to
discuss issues related to fraud, waste or abuse.

OPEN SESSION ——
ADJOURN 128
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PROCEEDINGS

(10:02 a.m.)

MR. VASQUEZ: 1°d like to call to order the
meeting of the Board of Directors of the Texas Department
of Housing and Community Affairs. It is November 10, 2022,
at 10:02 a.m. We will start out with the roll call. Mr.
Batch?

MR. BATCH: Here.

MR. VASQUEZ: Ms. Farias?

MS. FARIAS: Here.

MR. VASQUEZ: Mr. Marchant?

MR. MARCHANT: Here.

MR. VASQUEZ: Mr. Thomas?

MR. THOMAS: Here.

MR. VASQUEZ: And I°m present. We have full
attendance, very good.

We will start out, as usual, with the pledges
led by Bobby Wilkinson.

(Whereupon, the pledges to the flags were
recited.)

MR. VASQUEZ: Okay. Before we get on with the
posted agenda items, 1°d like to take a moment of personal
privilege. On behalf of myself, of the Board, of the
entire Department, on behalf of the Governor and the State,
we"d like to officially recognize the Houston Astros as the
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World Series champions.

(Applause.)

MR. VASQUEZ: Yes. 1In case you missed it.

MR. BATCH: 1t was a great series.

MR. VASQUEZ: It was a great series. Yes. We-"d
also like to note today"s the birthday of the Marines. So
any Marines . . . OoRah!

Moving on with the consent agenda, iIs there any
items that a Board member or member of the public wants to
move to action items?

(No response.)

MR. VASQUEZ: If not, I°1l entertain a motion
for the consent agenda as posted.

MR. MARCHANT: 1 move.

MS. FARIAS: Second.

MR. VASQUEZ: Motion made by Mr. Marchant,
seconded by Ms. Farias. All those in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

Moving right along to action items, we"ll go
into the Executive Director”s report with Mr. Wilkinson.

MR. WILKINSON: Thank you, Chairman. The
Homeowner Assistance Fund is doing well. HAF is funded or
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approved by 22,000 applicants. Have about 215.6 million
out the door, another 6-1/2 million in progress. Our
average assisted amount per applicant is over 9,900.

That"s been inching up as we"ve kind of expanded throughout
the state, and our mortgage numbers are bigger than our
property tax numbers now.

As a reminder to folks who might be listening,
this 1s a program, federally funded, that can help with
your mortgage, property tax, homeowners insurance, HOA
fees, and we"ve added utility assistance now. So 1It"s more
generous utility assistance than LIHEAP that we have, year
in and year out, and i1t"s available only to homeowners, but
up to 100 percent of area median income, which Is a pretty
generous eligibility. And you had to have been financially
impacted In some way during the pandemic, which that"s a
self-attestation.

The call center average, more daily calls than
at any time since the program began last week, averaging,
2,100 calls per day. Still been doing a good job with
picking up the phone, though.

The average time to pick up iIs pretty
reasonable. 1 think 1t"s still under a minute. We"ve been
working with Media Affairs and doing a number of print and
broadcast media interviews on the program, and 1t appears
to be helping.
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You know, we added utilities. That was a
newsworthy item. And then we"ve added these physical
intake centers around the state. This week, five new
centers opened in Brownsville, Laredo and Austin for a
total of 18 intake centers.

And so unlike rent relief, 1t was all online,
because of the pandemic at the time. This iIs an In-person
way for someone who might not be computer-savvy to get some
help to apply.

Related to the utilities that we"re doing
through HAF, we®ve reopened the electric part of the
TexasUtilityHelp.com, and so this is money that"s LIHEAP
from HHS, that Low Income Heating and Assistance Program.
We have a network of subs, but we"ve gotten such, you know,
additional funds that we did a separate statewide effort.

The electric -- the water portal i1s going to be
open for a while. It"s moving slower. Electric, we had
opened it in July, had a huge spike in apps, closed it
again. Now, iIt"s open again and will remain open for a
week or so, and then we"ll see.

There"s been some new awards from the federal
government that we might be able to feed more to Texas
utility Help, but we also have our subrecipient that we"re
statewide as well. The Texas Utility Help is available to
homeowners and renters, and it covers past-due utility
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payments, plus up to $2,400 in prospective payments, and
future payments. And to qualify, household income has to
be at or below 150 percent of federal poverty income, which
is a much lower threshold than the 100 percent AMI.

And at least one occupant in the household has
to be a U.S. citizen or qualified alien. 1It"s a federal
requirement. And once again, It"s TexasUtilityHelp.com.
So we have TexasHomeownerAssistance.com. |If you“re a
homeowner, that"s the better path; otherwise,
TexasUtilityHelp.com.

Texas Rent Relief Program still exists.
Treasury, since the last Board meeting, announced that
we"ll receive an additional 67 million in reallocated ERA
funds. We will continue processing existing applications
in the order received. This is not the last of the re-
allocations.

At some point, we"ll have enough where opening
the portal will be the right thing to do and necessary. We
continue to contact individuals who have already applied
and are next in line for their application to be reviewed.

We"re going to continue, you know, processing until funds
run out. The Texas Supreme Court emergency order
establishing the Texas Eviction Diversion Program has now
been extended through January 2023.

In Community Affairs -- this is related to the
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LIHEAP that I mentioned before -- big federal funding news.

In the last month, we learned that TDHCA will receive
about 245 million in LIHEAP funds for utility assistance
and weatherization activities. That"s our regular annual,
plus a boost from the -- I think it"s I11JA, and then the --
an additional supplemental as well.

This is our largest annual allocation ever, iIn
nominal terms. |1 don"t know, iIn real terms. You know,
we"ll have to do some analysis on that. So far, Texans
needing help paying those utility bills, more help is
coming, beyond the help we currently offer in -- through
Texas Utility Help and our subrecipient community action
agencies.

For compliance, on October 25, our Compliance
Division hosted a virtual training on Housing Tax Credit
Developments that have completed a federal compliance
period. The training focuses on monitoring and inspection
requirements for developments that have completed the first
15 years of the affordability period.

For those who missed i1t, you can view the
training on our agency YouTube channel. No TikTok still.
We"re not doing that.

That"s the end of my prepared remarks. As you
all are probably aware, the QAP is back to us today. We
had formal comment. You®ve seen the Board book, the
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comments, plus reason response.

I"m sure we"ll have some testimony today on it,
and you know, as a review, it"s due to the Governor-s
Office from this Board November 15, and the Governor can
sign, disapprove or modify and approve by December 1. And
then that®"s the rule set for next year, and It starts over
again, and we"re all excited about that.

Any questions from the members about what"s
happening with the Department or -- yes, sir? Teamwork.

MR. MARCHANT: Teamwork. 1Is the surge in
interest rates for home mortgages affecting any of our
programs?

MR. WILKINSON: So when Scott comes up to talk
about our next bond issuance, he"ll talk about that, but
just briefly, reservations have been high for us. 1 don"t
know 1Tt people want to lock in soon, or If we"re so much
more attractive now in a rising rate environment, because
we offer down payment assistance. Whatever it is, this has
been good for TDHCA.

MR. MARCHANT: Okay. Good.

MR. WILKINSON: Yeah. And in the —-
specifically, bond finance, the TBA where we just package
them and somewhere -- direct securities, that one iIs not as
viable right now, but --

MR. MARCHANT: Okay.
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MR. WILKINSON: -- yeah. Another 190 million in
issuance 1Is --

MR. MARCHANT: Yeah.

MR. WILKINSON: -- going to be requested today.

So --

MR. MARCHANT: Great. Thank you.

MR. VASQUEZ: Any other Board members have
questions for Mr. Wilkinson?

(No response.)

MR. VASQUEZ: No? Hearing none, thank you for
that report.

Moving right along to ltem 4 of the agenda,
Presentation, discussion, and possible action regarding a
Material Amendment to the Housing Tax Credit Application,
Project 21017, Hughes House Fort Worth.

Mr. Banuelos?

MR. BANUELOS: Good morning, Mr. Chairman and
members of the Board. Rosalio Banuelos, Interim Deputy
Director of Rent Controls and Oversight.

So Hughes House received a 9 percent housing tax
credit award in 2021 for the reconstruction of 210
multifamily units in Ft. Worth. Earlier this year, the
development was granted a reallocation of credits under
force majeure. And at this time, due to increased costs,
the development owner has requested approval for a material
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amendment to, among other changes, reduce the number of
units from 210 to 162 by eliminating 48 of the 65 market
rate units that were originally proposed.

The number of low income units Is not changing
by this amendment. As originally proposed, the development
would be on three adjacent tracts totaling approximately
8.4 acres with 11 residential buildings. With this
proposed amendment, the number of units will decrease to
162, and it will eliminate nine of the buildings and
decrease the acreage of the development site to 4.888.

This development is part of a larger
redevelopment that will be done iIn separate tracts. So the
developer does plan on coming back later with either a 4
percent development or a 9 percent development and build
additional phases. So it"s not that they“re expected to
eliminate these units completely.

As part of the amendment, the common area 1is
also decreasing from 40,929 to 30,060 square feet.

However, the owner pointed out that the majority of the
reduction was to elevator, lobby, stairs and corridors, and
the amenity space available to the tenants is actually
increasing by approximately 3,900 square feet. Some of the
amenity spaces were also reconfigured.

So they will be adding additional spaces with
additional amenities, but due to the reduction in the
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number of units, the number of required points for common
amenities i1s actually decreasing from 22 to 18. This will
address the requirement.

The development was re-underwritten based on the
proposed amendment and the analysis indicates the
development is still feasible with the changes to the costs
and the financing structure. The underwriting analysis
does not iIndicate a need to change the recommended credit
amount of $2 million annually. Additionally, the changes
that are proposed have no negative impact on the
recommendation for an award.

Staff recommends approval of the requested
material amendment. And 1 am available for any questions.

MR. VASQUEZ: 1 have a question. Can someone
explain how, by getting rid of a huge chunk of the market
rate units, this project is still viable?

MR. BANUELOS: Part of that is they have
project-based vouchers. So i1t"s not the typical
development where it"s limited to the program brands. And
in terms of the financing structure, 1 don"t know i1f the
developer would be better to explain how, but like 1 said,
we did re-underwrite the development and we do show that
it"s still feasible.

IT you are interested, | can explain the changes
in the financing, 1If that makes any difference.
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MR. VASQUEZ: Again, I mean, what®"s the -- where
do our numbers work out, ratios from before the change to
afterward? Because | didn"t see it evident here in the --

MR. BANUELOS: The revised underwriting is part
of the Board book. Let me walk through that.

In terms of development costs, the development
was previously underwritten with -- so in theory, the costs
are about the same. The financing changed. Fort Worth
Housing Solutions is providing more money to the
development, so that®"s how they got the development to
work. So same credits, which means about the same amount
of equity, but more money from the sponsor.

MR. VASQUEZ: So there is more cash being put in
the deal?

MR. BANUELOS: Correct.

MR. VASQUEZ: Are we getting money out of the
reduced real estate, the land area?

MR. BANUELOS: No. So we re-underwrote that and
took that out of the equation, so the land value wasn®t
just accordingly to take out for the land that was being
eliminated. So we"re not giving them credits or not --

MR. VASQUEZ: I mean, do the -- did the
developer sell the additional lands to get cash, or is that
just being cut out of the project and 1t makes no cash
change? And 1 think that -- 1 sense that the developers
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are here to --

MR. BANUELOS: They are here.

MR. VASQUEZ: -- make some comments. These
might be better questions for them.

MR. BANUELOS: So it was a related party

transfer. So they owned the site already.

MR. VASQUEZ: But it didn"t really put more
into this project?

MR. BANUELOS: No.

MR. VASQUEZ: Did not. Okay. Would anyone
to make --

MR. THOMAS: Mr. Chairman?

MR. VASQUEZ: -- a motion to --

MR. THOMAS: Yeah. | was just going to do t

make a motion to accept public comment on this issue.

MS. FARIAS: Second.

MR. VASQUEZ: On this, or all issues for the
rest of the Board meeting?

MR. THOMAS: All issues for the rest of the
Board meeting.

MR. VASQUEZ: Okay. Thank you, thank you.
the second still stand? Okay. Motion made by Mr. Thom
seconded by Ms. Farias.

All those i1In favor, say aye.

(A chorus of ayes.)
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MR. VASQUEZ: Okay. The Eccles rule is in
effect. Please state your name and who you represent.

MS. LEMONS: Sorry. 1I"m trying to do two things
at once. 1"m Mary Margaret Lemons, and 1™"m the president
of Fort Worth Housing Solutions. So we are the sponsor of
this project, and thank you so much for your consideration
today.

Give you a little bit of background. So Hughes
House is the second phase in our Choice Neighborhood
application with HUD. So we were a 2020 awardee of
$35 million to redevelop a neighborhood on the southeast
side of Ft. Worth.

The historically African-American neighborhood
has suffered from blight and disinvestment for over 50
years. And so we were very proud to be able to get that
Choice Neirghborhood grant and get started on redeveloping
the neighborhood. So we currently have a 4 percent tax
credit that is under construction and about almost 50
percent complete for our seniors.

And so we"re -- this iIs Hughes House. This will
be the second phase of probably six phases of total
redevelopment. We had 300 public housing units that were
built in 1954 that needed about $43 million of capital
improvements.

We all know HUD does not fund our capital
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improvements at the rate that we need them to, and so we
asked for permission to demolish those. And in that
process, we applied for the Choice Neighborhood grant, and
our plan calls for us to bring back over 1,000 units into
the neighborhood of mixed-income housing, using tax credits
as well as our project-based vouchers to do that.

And so when you"re asking about why the numbers
works, we do have a significant amount of the units iIn the
162 that will be covered by project-based vouchers for our
former residents to have a right to return.

MR. VASQUEZ: Okay. So again, the loss of the
market rate units, that was just all gravy before?

MS. LEMONS: Not gravy, but we wanted to make
sure that we were building the affordable units that the
neighborhood needs, and we have, like I said, multiple
phases coming after this. So the land that was cut out of
this portion, this phase, will be developed in a future
phase, and we will add those units back In there. So we"re
not going to lose overall units.

We"re just waiting because of the construction
costs and the types of construction. These two buildings
that we"re completing for this phase are elevator
buildings, which is different. They“re going to be four
stories.

The phases that we cut out were more townhomes-
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and-garden style. So we were attempting to do a lot of
different architecture styles and types of buildings. So
by being able to simplify the design on this phase, we"re
saving some money.

MR. VASQUEZ: And then with the project-based
vouchers, that kind of locks in that --

MS. LEMONS: Twenty-year commitment for the
operating of those units. Yeah.

MR. VASQUEZ: Okay. Did Mr. --

MR. WILKINSON: Just a reminder. You know, Fort
Worth Housing Solutions, she®s the housing authority for
Ft. Worth. And I toured the Stop Six project before they
did the tear-down, and you know, there®s a lot of aspects.

There®s the HUD Housing Choice -- or what was it
called -- the Community --

MS. LEMONS: The Hub.

MR. WILKINSON: The HUD award is called --

MS. LEMONS: Oh, the Choice Neighborhood --

MR. WILKINSON: -- Choice Neighborhood award.

MS. LEMONS: -- Implementation Grant.

MR. WILKINSON: And the city has put in a lot of
money. They had this master plan. We actually have a
change in our QAP that makes it easier for all communities
in Texas that get that award to also get tax credits,
because they"re on a clock.
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They have to produce so many units In so many
years. So you know, just a reminder.

MS. LEMONS: And this is part of an overall
neighborhood reinvestment. So the city just passed a bond
this year that will bring a brand-new neighborhood
Community Hub, with an aquatic center, as well as we have
an agreement with CVS to bring a workforce innovation and
talent center. So this i1s part of a larger reinvestment
into the community.

MR. VASQUEZ: Great. Mr. Marchant, you have a
question?

MR. MARCHANT: And how feasible is i1t that you
would be able to rent the market rate?

MS. LEMONS: So actually, this neighborhood --
since we"ve gotten this award, we"ve seen a lot of single
family home growth in this area. So we have more permits
being pulled and more houses being developed than really in
the -- 1 know, iIn the past 10 years, for sure.

So we are creating a market now. This iIs --
it"s about eight minutes from our Medical Center and 10
minutes from downtown. So now that we have viable housing
options for families to move into, they"re answering the
call.

MR. VASQUEZ: Great. Do any other Board member
have questions on this item?
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(No response.)
MR. VASQUEZ: Great. Thank you, Mary Margaret.
I will entertain a motion on Item 4 of the agenda.

MS. FARIAS: Mr. Chairman, I move the Board
approve the requested amendment for Hughes House,
Application No. 21017, as presented in the Board action
request on this item.

MR. VASQUEZ: Thank you. Motion made by Ms.
Farias.

MR. BATCH: Second.

MR. VASQUEZ: Seconded by Mr. Batch. All those
in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

MR. BANUELOS: Thank you.

MR. VASQUEZ: Thank you all.

Item 5 on the agenda, Presentation, discussion,
and possible action regarding the adoption of an Agreed
Final Order concerning Mission Pointe Club, formerly known
as Country Villa, Project No. 91040.

And Ms. Wiggins?

MS. WIGGINS: Yes. Good morning, Chairman,
members of the Board, Department staff, and members of the
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public. My name is Nina Wiggins. 1°"m an attorney, and
I1"ve been working in an advisory role with the Enforcement
Committee for the past several years, alongside Jeff
Pender, who -- after his retirement, 1°ve moved into a lead
role in advising the Enforcement Committee.

So as you said, 1"m here to present Item No. 5,
which is an agreed final order for Mission Pointe Club.
Before beginning, | would be remiss 1f 1 didn"t express
thanks to Ysella Kaseman, who is not just the Board®s
secretary, but she has provided countless hours of
technical support to properties around the state and
provided in-depth analysis of violation of the Department
rules, without which my presentation wouldn®t be possible.

A brief history of this property includes --
there are two owners. It"s an apartment complex with 260
units. It"s located in Tarrant County and i1t receives a
tax credit allocation of about $315,000. The LURA was
placed on this property in 1993, and It"s set to expire at
the end of this year.

There i1s a lengthy enforcement history here,
beginning in 2012, 2017, and again in 2021. Each of those
years Included an agreed final order and a monetary
violation. The 2021 order was most recently violated.

And | want to reiterate that the goal of the
Enforcement Committee is compliance. So the Committee
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considering that the LURA was set to terminate at the end
of this year tried to incentivize the owners into voluntary
compliance and to settle, and that was also hinged on the
fact that the management had undergone extensive training,
and we set to see those iImprovements.

The current issue iInvolves violation of gross
rents of about 202 units. The owner acknowledges this and
agrees to return overages of $115,462.86 by December 12th
of this year, which is also my birthday. Failure to do
this would subject the owner to a debarment referral.

So simply stated, gross rents consist of rents,
plus all utilities plus any fees. An example of a fee iIs a
fee for something like pest control. The owners
overcharged their gross rent by failing to include all
utilities. Their ledgers may support their numbers, but
our Department rules and the lease do not, and that"s how
we came to this issue.

So in February 2021, when they violated their
agreed final order, the owners and the Department disagreed
on the calculations of those gross rents. As a courtesy,
the Department agreed to re-review the numbers, and when
they did that, i1t started out that 1t was just seven units
that had gross rent violations. When the Department went
in and re-reviewed, it was actually 202 units that had
gross rent violations.

ON THE RECORD REPORTING
(512) 450-0342




© 0o N o o M~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

26

The owners agreed to refund the overages for
those seven units. They agreed to reduce the rent for the
202 units, but disagreed to refund the overages for the 202
units. And that"s what continued the violation, because
our rulles very unequivocally state that any rent overages
should be refunded to the tenants.

There are three multifamily rules at play here.

They are all located in the multifamily rule section, and
generally, they speak to rent and allowable rent limits.
They speak to utility allowances, and in -- specifically,
10 TAC 10.623(b)(7) clearly states that all utilities paid
to the owner must be accounted for in the utility
assistance.

That wasn"t done here, and any excess rent
collected must be refunded. Utility allowances are very
complicated and technical. Very generally speaking, the
owner has the opportunity to select which utility allowance
they would like to use.

Our rulles allow six or seven different options.

The public housing authority utility option Is the most
direct and it"s the easiest, and therefore, it"s also the
Department®s default, and that is what the owner selected
here.

And how 1t works is that the public housing
authority in a geographical area provides an estimate to
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the owner of what the utility allowance will be based upon
the energy source and the number of units. So i1f, for
instance, the City of Austin has an apartment complex with
two- and three-bedroom units, and they use electricity and
natural gas, an owner who elects the public housing
authority utilities allowance would get an estimate of how
much utilities would cost per month for a two-bedroom and a
three-bedroom. If it was just natural gas, then the
utility allowance would reflect that.

It provides a very streamlined approach for our
Compliance Division to conduct their business. Otherwise,
they would have to go and look at every single utility bill
and every single geographical location and make sure that
it matches.

So the error that was made here, as I%ve said,
is that the utility allowance only included electricity.
They billed -- the owners, is who I mean by "they'™ -- they
billed the tenants for the remaining utilities of water,
trash and sewer. And in doing so, they miscalculated their
rent, which created a violation of the gross rent.

Again, the owners and the Department disagreed
on the calculations. So in this past summer, 2022, we had
a teleconference. And so since there was the disagreement,
the Department asked for the owners to submit a sample of
10 leases, so that we could again recheck our numbers.
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When we received this sample of 10 leases, it
was evident that they had been altered. The fonts didn"t
match up. There was text that was mismatched, and if you
looked closely, you could actually see print over the new
language. So it was clear that they had altered the rent
amounts to make them in alignment with our rules.

Given that, the Compliance Division did an on-
site, In-person review in August and verified these
actions. And an informal conference was set in September,
at which point the owners did agree and admit that their
leases had been altered. They agreed to refund the
$115,462.96 by my birthday to the tenants, and agreed to
the agreed final order.

So as I"ve said, the goal being compliance was
to get the tenants the money that they are due. And as an
incentive for the owners to do this, there was no other
financial penalty, but to do so before their LURA
terminates at the end of this year.

So the Enforcement Committee is asking that you
authorize the agreed final order, that there is no penalty
for noncompliance, and that the rent refunds be returned to
the eligible tenants by December 12th of this year. And
I1*m happy to take any questions if there are any.

MR. VASQUEZ: Thank you for that report.

Mr. Marchant, do you have a question?
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MR. MARCHANT: Thank you, Mr. Chairman. And I
feel like 1™"m asking questions that everybody knows the
answer, but I haven™t quite got it yet.

MS. WIGGINS: Wwell, 1 -—-

MR. MARCHANT: Do you go in there, and are they
charged for all of this activity that the agency does? |
mean, are -- they took hundreds of your hours. Right?

MS. WIGGINS: Yes.

MR. MARCHANT: Okay. So is there any -- did
they compensate the agency for those hours they"re wasting,
or --

MS. WIGGINS: I mean, 1 guess 1t"s not a line-
for-line type compensation, but there are fees. 1 would
defer to my colleagues In Compliance and Asset Management.

Fees that development owners must pay on an annual basis
to be part of the program, which 1In turn does pay for some
of these inspections.

MR. WILKINSON: Yeah. 1In general, our fee

revenue covers

MR. MARCHANT: So everything --

MR. WILKINSON: Yeah. | mean, so maybe --
MR. MARCHANT: -- by fees --
MR. WILKINSON: -- this particular person

probably got more attention than they paid --

MR. MARCHANT: Put in?
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MR. WILKINSON: Right. But in general, we --
actually, we collect more iIn fees than we get appropriated
to us. And then we have a little balance at the --

MR. MARCHANT: Okay.

MR. WILKINSON: -- Texas -- don"t tell the
appropriators.

MR. MARCHANT: No. Thank you.

MS. WIGGINS: All right. Thank you.

MR. VASQUEZ: Hang on, hang on.

MS. WIGGINS: Oh.

MR. VASQUEZ: |Is there any other Board members

that have questions for Ms. Wiggins?

MS. FARIAS: 1 have a question too. First of
all, thank you for such a lengthy presentation. It was
very good.

MS. WIGGINS: Good. Thank you.

MS. FARIAS: 1 think what troubles me, Mr.
Chairman: 1 know which way I"m going to vote, but that

there are no penalties, especially since they have agreed
that they altered the documents.

That is -- you know, 1 used to run a housing
authority and they would always tell us the rule. Go and

inspect 10 percent, 10 of the homes. So you only found

them 1In 10, because this is how long that you went -- but
the fact that the fonts were -- 1 don"t know much about
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computers, but 1 know the difference between one font and
the other, and the fact that they wouldn®"t even take the
time, that means that their arrogance was just beyond
belief.

Probably, they thought, they®"re not going to
read 1t. They"re really not going to see it. But the
fact, Mr. Chairman -- they altered and they admitted they
altered.

And you know, 1 think if we thought that --
which 1 think the way we know we"re going to vote -- can"t
we also publicize this? They shouldn®t just be able to get
away with it, because the amount that they®"re going to pay
is really minuscule to the crime that they have committed.

And they flaunted it.

MS. WIGGINS: |1 appreciate that, and it also
speaks to the countless hours that Compliance spent in even
catching this because, like you said, teleconferences took
place. This was over COVID. Had they not reviewed the
leases In the length that they would have, they might not
have uncovered 1t. So again, compliments to the Compliance
Division for that.

Because of the very technical nature of utility
allowances and these violations, the Committee did
deliberate on the aspects that you just mentioned. And 1
would say that the LURA is set to terminate at the end of
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this year, so the Department®s window of time is closing.
Not to say that this matter couldn®t be referred to SOAH,
but because their ledgers might support what they did, the
Committee thought that this was the most efficient way to
get the money back to the tenants in the time that we had,
and without the risk, 1 guess, of going to SOAH, and the
courts there not understanding what had taken place.

MS. FARIAS: Okay.

MS. WIGGINS: And if they don®"t do it by the
12th, we can refer them for debarment.

MR. VASQUEZ: Okay. [I1*11 follow up on Ms.
Farias®™ comment there, because | agree completely. Who is
going to receive the $115,000? 1Is it current tenants, or
could 1t be also tenants that have been from the past?

MS. WIGGINS: I think in Exhibit 1 of this Board
item Is the breakdown of how the funds are to be
distributed. So for instance, if tenants are no longer
residing in this complex, they can deposit the money iIn the
Comptroller®s lost property account, but there is
mechanisms in place to at least identify the tenants, have
proof that they received the check, and that the monies
have cleared their bank accounts.

So it will go to the 202 tenants whose leases
were violated, not necessarily current tenants, but they
still might be living there.
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MR. VASQUEZ: Okay. So if the -- this group
will have to pay either directly or where they can
identify --

MS. WIGGINS: Yes.

MR. VASQUEZ: -- what a recipient is --

MS. WIGGINS: Yes.

MR. VASQUEZ: -- and the rest goes into the
unclaimed property funds for the -

MS. WIGGINS: Yes, if the tenant can"t be
located.

MR. VASQUEZ: -- Comptroller.

MS. WIGGINS: Yeah.

MR. VASQUEZ: Okay. How do we catch this type
of behavior again in the future with other locations?

MS. WIGGINS: The lease behavior or the utility
allowance behavior or all of the above?

MR. VASQUEZ: I mean, do we wait for a
compliant? | mean, how did we find this one? Was i1t just
through regular audit practice or was it someone informed
us, hey, this sounds wrong?

MS. WIGGINS: So I believe multifamily
properties go through a three-year inspection cycle, and
properties, to a certain extent, tend to stay on radars
because of the diligent work of the Enforcement Committee.

So once -- for instance, in this case, this property had
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been referred in 2017, 2021.

They agreed that they violated that agreed final
order, because they were on the Department®s radar. So
that was how this particular instance was caught. But
otherwise, 1 think that we"re dealt a certain set of cards,
and that"s a three-year inspection cycle.

And we go there and we look at tenant files and
do physical i1nspections and do as thorough job as we can.
And if the owner does not correct those findings in the
time provided for in our rules, our Committee i1s where they
get sent to in order to hear why those corrections weren"t
made and whether or not a penalty is appropriate.

So I don"t know if I answered your question of
how we prevent this, but --

MR. VASQUEZ: Mr. Marchant?

MR. MARCHANT: But that person isn"t allowed to
apply for any other projects with the agency. Right?

MS. WIGGINS: |If they are debarred, they won"t
be able to.

MR. MARCHANT: But short of being debarred --

MS. WIGGINS: Does the previous participation
look at these agreed final orders. 1 don"t know. 1
didn"t -- so iIf they were to pursue additional funds from
the Department, 1 imagine the previous participation -- 1
don®t remember the acronym -- will go through their history
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with the Department, and this enforcement action would
certainly be part of their history and be taken into
consideration.

MR. MARCHANT: And --

MR. WILKINSON: And 1 think they rank them one,
two and three, and three is no-go, and then two
sometimes -- or even one, with conditions. They might say,
you have to do this and this In order to get this award.

MR. MARCHANT: And at what point would there be
a referral to the AG"s Office for civil --

MR. WILKINSON: It would go through SOAH, right?

MS. WIGGINS: Sometimes. So for instance, |
have referred matters to the Attorney General®s Office when
the owner owes us money. | don®"t know It Southmore Park
sounds familiar to any of you.

That 1s another multifamily development that was
before the Enforcement Committee, that had a penalty of
about $90,000. That went through SOAH. And that was, |
think, in 2017, and we just got their check last week.

MR. MARCHANT: But the offense iIs -- you"re
going about it as the offense iIs against the agency. |
would say that fraud has been committed against the tenant,
in my belief. And so is there some -- have they violated
some law between them and the tenant that is punishable --

MS. WIGGINS: 1 don"t know.
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MR. MARCHANT: -- outside of going through this
whole process?

MS. WIGGINS: 1 don"t know that I would speak to
that directly, but what I would say i1s that, 1f you have a
lease and you want to make amendments to it, there"s a
certain way to do that. You would cross i1t out and have
the tenant initial it and give them a copy, right. And
that was not done here.

At the same time, the development owner,
throughout the informal conference, indicated that their
ledgers supported the amounts that they charged the
tenants. Now, that might be the case. And i1f you were to
go to court, that also might be the case.

So whether or not it was fraud, because i1t
wasn"t reflected on the lease, would be what the court
would be deciding. But again, that®"s where the Committee
took into consideration the LURA termination date at the
end of this year, and to get the tenants their money that
was owed.

MR. MARCHANT: Okay. Thanks. Good job.

MR. VASQUEZ: Following along the same theme,
I1"d want to make sure that, assuming that we"re about to
approve this 115,000, and again, for the tenants that
receive back this average, what, $550 check, it"s going to
be meaningful to them --

ON THE RECORD REPORTING
(512) 450-0342




© 0o N o o M~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

37

MS. WIGGINS: Sure.

MR. VASQUEZ: -- but if we don"t get actual
confirmation and evidence that all these items were paid
and as agreed, 1 think the pursuit of other legal action
doesn®"t have to do with the Department®s processes here.

But this group, from the sounds of it, submitted
falsified documents to a government agency. That, to me,
is the pursuable course of legal action and prosecution.
IT we don"t get confirmation that this has been all paid
out as agreed, 1°d urge staff to follow up and see about
referring this to -- whether 1 -- 1 don"t know about the
AG, but you know, a DA or something somewhere, because
it —- that, I"m sure, rankles every Board member here
that --

MR. MARCHANT: Certainly --

MR. VASQUEZ: -- and staff that that --

MR. MARCHANT: Certainly send a message to
everybody else that you"ve dealt with that that was a
possibility.

MR. ECCLES: To that point, the bar specifically
says that if the owner fails to comply by Nina®s birthday,
then TDHCA will pursue debarment. So that is the next
step, and that is the agency®s ultimate '“thou shalt not
darken our door'™ approach. So it begins with that.

Certainly criminal prosecution is a little bit
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outside of this agency"s purview, but referral to the
Attorney General®s Office, certainly discussion with them
about what other options there may be. But as Nina said,
our first responsibility is trying to make the tenants
whole and as quickly as possible. So that has been our
focus.

And thank you, Nina. It"s a good example of
some of the passionate attorneys that we have in TDHCA
Legal.

MS. FARIAS: One last question, Mr. Chairman.
On the debarment -- 1 know, for the Department of Labor,
whenever we used to debar someone, was for five years.
Here, how long is it for?

MS. WIGGINS: In the debarment rule, there are
different categories.

MS. FARIAS: Oh, okay. 1 just needed to know.

MS. WIGGINS: I™"m sorry?

MS. FARIAS: 1 just needed to know that there
was going to be more than a month or --

MS. WIGGINS: Yes.

MS. FARIAS: -- about six months --

MS. WIGGINS: For sure.

MS. FARIAS: Sure. Okay.

MS. WIGGINS: Absolutely.

MR. ECCLES: This Board has debarred up to
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20 years --

MS. FARIAS: Good.

MR. ECCLES: -- 1 believe.

MS. FARIAS: Yeah. Thank you.

MR. VASQUEZ: Nina, thank you for this report.

MS. FARIAS: Thank you very much.

MS. WIGGINS: You“re quite welcome.

MR. VASQUEZ: |If there"s no further questions,
11l entertain a motion on Item 5 of the agenda.

MR. BATCH: 1 move that the Board approve the
agreed final order regarding Mission Pointe Club, as
presented and conditioned in the Board action request on
this item.

MS. FARIAS: Second.

MR. VASQUEZ: Thank you. Motion made by Mr.
Batch, seconded by Ms. Farias.

All those in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

And again, thanks to the staff for all the -- | mean that
obviously a lot of time was put into this.

Moving on to ltem 6, Bond Finance.
Presentation, discussion, and possible action regarding
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Resolution No. 23-006 authorizing the Department®s Mortgage
Credit Certificate Program 103, approving the form and
substance of the program manual and the program summary,
authorizing the execution of documents and instruments
necessary or convenient to carry out Mortgage Credit
Certificate Program 103, and containing other provisions
related to this subject.

Mr. Fletcher?

MR. FLETCHER: Chairman Vasquez, thank you very
much. Board, thank you. My name is Scott Fletcher. | am
the Director of Bond Finance, as of late July of this year,
and very happy to be at the agency.

Little bit of history. On November 6, 2020, the
Department issued municipal -- sorry -- Mortgage Credit
Certificate Program 96, using 800 million in volume cap.
Program 96 offered 30 percent credit, up to a $2,000 annual
maximum for loans below 175,000, and a 20 percent credit on
loans above 175,000.

That does not have a maximum when it"s a
20 percent credit. Since the program®s inception, Program
96"s inception, through October 31 of this year, the
Department has assisted approximately 6,800 homeowners with
MCCs on loan totaling over $889 million.

MCCs i1ssued by the Department are approximately
50 percent combo loans, where the Department finances the
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first loan and provides down payment and closing assistance
costs, with the other 50 percent being loans where a third-
party lender finances the first loan and TDHCA issues the
mortgage credit certificates.

The Department has approximately 9 million in
MCC authority remaining from that program, which gives us
the ability to make around 45 million in additional MCC
loans before the end of the year. This program does
expire -- excuse me -- on December 31 of this year, 2022.

Publication -- moving to this Program 103 --
publication of the required public notice for Mortgage
Credit Certificate Program 103 was completed in July --
July 22, 2022. And if approved by the Board, Program 103
i1s scheduled for release iIn January 2023.

The attached resolution seeks for the conversion
of 300 million of single family volume cap to MCC authority
and the issuance of new MCCs. The resolution also seeks
approval of, as the Chairman said, program manual and
program summary, initial MCC credit rates of 20 percent for
all loans, and use of up to $250,000 of Department funds to
pay for the costs of implementing Program 103.

As mentioned previously, Program 103 i1s going to
differ a little bit from Program 96 in that we"re only
going to offer the 20 percent mortgage credits on the new
program. Eliminating the 30 percent credit and using only
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20 percent credit rate is the result of staff analysis of
prevailing interest rates and the resultant benefit to
homebuyers. 1t"s iIntended to maximize the benefit to
eligible homebuyers while effectively leveraging and
managing the Department®s allocated volume cap.

This significantly reduced volume cap for
Program 103 from Program 96 is really a function of several
factors. One, a general reduction in demand for MCCs that
we"ve experienced over the last four fiscal years. Most
notably in 2022, we"ve seen that drop-off, which we really
feel is a function of rising home prices and rising
interest rates, and so just fewer people that are applying
for it.

Desire -- our desire to preserve volume cap for
the mortgage bond program, as iInterest rates continue to
rise. And Mr. Marchant, you had addressed this earlier,
and 111 kind of go into more detail later, but bond
program mortgage rates are materially below what"s
available in the TBA market right now, and so we continue
to have very strong demand for our mortgage bond program.

So we"re really trying to manage our cap right
now. We understand that, with this smaller size, we may be
standing in front of you again next year for a new program,
but we believe 1t"s important to maintain the flexibility
in how we utilize volume cap and allocate our resources
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while we remain In a volatile iInterest rate environment,
continue to see aggressive tightening by the Fed, wait to
see the impact of inflation on housing in the broader U.S.
economy .

I —- the staff recommends approval of 6(a).

MR. VASQUEZ: Do any Board member have questions
on this i1tem?

MR. MARCHANT: 1 have a question. 1"m sorry.

MR. VASQUEZ: Go ahead. Just --

MR. MARCHANT: If you get caught in a situation
where you make a commitment to loan the money, and then in
a short period of time, there iIs a crossing of the interest
rate, and a person finds that they can get that loan at a
cheaper price somewhere else, what"s the penalty of them to
drop you?

MR. FLETCHER: There®s really no penalty. It"s
part of, kind of, the process and part of the risk
management process that we take on. We will generally --
and you know, this applies more to, you know, mortgages
than on the MCC program.

But you know, we have a constant flow that we"re
looking at. We"re managing to spread over our most recent
bond deal and our most recent bond rates. As those rates
change, we will adjust. We adjust --

MR. MARCHANT: So for --
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MR. FLETCHER: -- for --

MR. MARCHANT: -- purposes, that doesn®"t happen?

MR. FLETCHER: Yeah. We"ll see fallout on --
from our reservations to what actually turns into actual
mortgages of around 80 percent. And you know, depending on
what"s happening with interest rates, you can expect that
to fluctuate.

Certainly, i1f you saw a dramatic decrease iIn
rates, you could probably expect higher fallout. As you
have an increase in rates, you probably expect lower
fallout, because people are going to do everything they can
to lock In that rate that they set, you know, a month ago.

But it"s kind of a -- and it"s a great question.

It"s just kind of an ongoing portfolio management process
that we go through on a daily basis.

MR. VASQUEZ: Okay. Are my finance expert Board
members good with this?

MR. THOMAS: Yeah.

MR. VASQUEZ: 1 have a simple question. So this
iIs Program No. 1037?

MR. FLETCHER: Yes.

MR. VASQUEZ: The prior one was Program 967?

MR. FLETCHER: Correct.

MR. VASQUEZ: What happened to 97 through 1027

MR. FLETCHER: You don"t want to know. No.
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Every program that we do, whether it"s a bond issuance to
fund mortgage -- bond mortgages, or it"s MCC program, each
of those are assigned a number. And so the last number
that we i1ssued was Program 96.

Since then, we"re issued bonds -- would that
be -- four, five i1ssuances taking us to this Program 103.
The bond that we®re going to be requesting approval for is
Program 102. So we"re just kind of -- we constantly
monitor.

We track the program that we"re on, because
there are tax implications and rules related to how you use
those funds. So that"s why we track everything, individual
program, based on where we®ve utilized volume cap.

MR. VASQUEZ: Okay. So it"s not exclusive to
the MCC for --

MR. FLETCHER: Exactly.

MR. VASQUEZ: Okay.

MR. FLETCHER: Correct. That was a long answer
to a short question.

MR. VASQUEZ: Okay. All righty.

Hearing no other questions, this is a multi-
part, 1 guess, 6(a), (b) and (c), on the agenda? So we"re
only addressing Item (a) at this point, 6(a)- And 1711
entertain a motion.

Mr. Thomas?
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MR. THOMAS: Mr. Chairman, colleagues, | move
the Board adopt Resolution No. 23-006 regarding the
implementation of the TDHCA Mortgage Credit Certificate
Program 103, approving the form and substance of the
program manual and program summary, and authorizing the
execution of documents to carry out MCC Program 103, all as
expressed and subject to the conditions in the Board action
request on this item.

MR. VASQUEZ: Thank you. Motion by Mr. Thomas.

MS. FARIAS: Second.

MR. VASQUEZ: Seconded by Ms. Farias. All those
in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

Now we"re moving to Iltem 6(b) of the agenda,
Presentation, discussion, and possible action on Resolution
No. 23-007 authorizing the filing of one or more
applications for reservation with the Texas Bond Review
Board with respect to qualified mortgage bonds and
containing other provisions relating to the subject.

Mr. Fletcher again.

MR. FLETCHER: Hello. This one is -- there's
not a lot to say on this. An allocation of private
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activity bond authority is required for the issuance of
tax-exempt single family mortgage revenue bonds for the
issuance of mortgage credit certificates.

Staff 1s requesting authorization to submit one
or more application for a maximum of 300 million of volume
cap to be used for MCC Program 103. Staff expects that MCC
Program 103 will use volume cap received in 2021 and
carried forward for this purpose. Final approval of MCC
Program 103 was the item that we just considered and
approved.

MR. VASQUEZ: Great. Thank you. 1 assume no
questions on this 1tem?

(No response.)

MR. VASQUEZ: So I*1l enter a motion on Item
6(b) of the agenda.

MR. BATCH: Mr. Chairman, 1 move that the Board
adopt Resolution No. 23-007 regarding the filing of one or
more applications for reservation with the Texas Bond
Review Board for qualified mortgage bonds, all as expressed
in the Board action request on this item.

MR. VASQUEZ: For the record, Mr. Batch made a
motion, even though his microphone was off.

MS. FARIAS: Second.

MR. VASQUEZ: Seconded by Ms. Farias. All those
in favor, say aye.
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(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

And then finally, Item 6(b) [sic], Presentation,
discussion, and possible action on Resolution No. 23-008 --

MR. WILKINSON: That®"s (c). Right?

MR. VASQUEZ: (c), 6(c). 1711 start over.
Presentation, discussion, and possible action on Resolution
No. 23-008 authorizing the issuance, sale and delivery of
Department Single Family Mortgage Revenue Bonds, 2022
Series B, approving the form and substance of related
documents authorizing the execution of documents and
instruments necessary or convenient to carry out the
purposes of this resolution, and containing other
provisions relating to the subject.

Mr. Fletcher?

MR. FLETCHER: Thank you. With this i1tem, staff
is requesting final Board approval to issue Single Family
Mortgage Revenue Bonds, Series 2022B, in an amount not to
exceed 190 million for new issued single family loan
origination.

The bonds will be tax-exempt and fixed rate.

And the structure i1s expected to be substantially similar
to the Department®s 2022A Single Family Mortgage Revenue
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Bonds issued in June 22 of this year. Redundant there,
sorry.

Proceeds of the bonds will be used to originate
mortgage loans to low and moderate income homebuyers, to
pay all or a portion of down payment, closing costs or
related expenses, including lender compensation and
servicing seconds associated with the loans and to pay all
or a portion of the cost of issuance.

The bond i1s expected to include serial bonds,
term bonds, premium planned amortization class, or PAC,
bonds. Mortgage loans will be pulled into mortgage-backed
securities guaranteed by Ginnie Mae and those MBS will
provide the security for the bonds that are being issued.

Department contribution will not exceed
10 million. 1It"s expected to be closer to 6 million, which
will be used to fund all or a portion of the down payment
and closing costs assistance. Capitalized interest will be
drawn from the iIndenture as needed and will not exceed 6
million.

As 1s our practice, these are very conservative
maximums, and the actual contribution and capitalized
interest draws are not expected to reach this levels. But
this does allow us some flexibility if the premium is not
achieved on the sale of the bonds.

As Is our practice -- sorry. 1 just said that.
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Bonds will be rated -- we just got our ratings
updated -- AAA by Moody®"s and AA+ by S&P, respectively.
Those are the rates we"ve -- the ratings we"ve had. And we
are expected to price the deal on December 1 and close in
late December. |1 believe December 21 is what we"re
shooting for.

Underwriting team, Barclays, will serve as
senior manager. RBC and Jefferies serving co-managers,
with Morgan Stanley, Piper and Ramirez as co-managers.
That 1s all I have on this item, and --

MR. VASQUEZ: Did I hear you say the par value
on these?

MR. FLETCHER: 190 million.

MR. VASQUEZ: Okay.

MR. FLETCHER: And our previous program -- our
Program 101 was 150 million. That program was reserved iIn
three weeks. And so you know, we are looking for
additional funds this time.

And just for additional information, where we
are right now in the market: we have more flexibility on
our loan rates right now than we"ve had really at any time
in the history of the agency, just because of the
differential between where municipal bond rates are and
where we can fund mortgages, versus the TBA market. So we
have a lot of flexibility in how we price these bonds and
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make these rates -- how we price the mortgages and make
them available to the low income homebuyers.

MR. VASQUEZ: Great. Any questions on ltem
6(c)?

(No response.)

MR. VASQUEZ: Hearing none, 1°11 entertain a
motion.

MS. FARIAS: Mr. Chairman, I move the Board
adopt Resolution No. 23-008 authorizing the issuance, sale
and delivery of TDHCA Single Family Mortgage Revenue Bonds,
2022 Series B, approving the form and substance of related
documents, and authorizing the execution of documents to
carry out the purposes of this resolution, all as expressed
and conditioned in the Board action request on this item.

MR. VASQUEZ: Thank you. Motion made by Ms.
Farias. Second?

MR. THOMAS: Second, Mr. Chairman.

MR. VASQUEZ: Seconded by Mr. Thomas. All those
in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

And Mr. Fletcher, I"m sorry. 1 cut -- 1 thought you only
had three, but there -- you“re still up on 6(d).
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MR. FLETCHER: 1 -- yeah. 1 wanted to thank you
for bringing all of my items to action, rather than --

MR. VASQUEZ: Well --

MR. FLETCHER: So thank you.

MR. VASQUEZ: Let me read this into the record.

Presentation, discussion, and possible action on
Resolution No. 23-009 authorizing the filing of one or more
applications for reservation with the Texas Bond Review
Board with respect to qualified mortgage bonds, authorizing
state debt application, and containing other provisions
relating to the subject.

Mr. Fletcher?

MR. FLETCHER: Thank you. Like Item 6(b), an
allocation of private bond authority is required for the
issuance of tax-exempt single family mortgage revenue bonds
and for the i1ssuance of mortgage credit certificates.

We have submitted an application to the Texas
Bond Review Board to draw down volume cap. Staff is
requesting authorization to submit one or more application
for maximum reservation of $205,200,000 of volume cap to be
used for the issuance of Single Family Mortgage Revenue
Bonds, Series "22B.

Staff expects the "22B bonds will use bond
authority that has been carried forward for this purpose.
And that is all 1 have.
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MR. VASQUEZ: Any questions on this item 6(d)?

(No response.)

MR. VASQUEZ: Hearing none, 171l entertain the
motion on 6(d) of the agenda.

MR. THOMAS: Mr. Chairman, I move the Board
adopt Resolution No. 23-009 authorizing the filing of one
or more applications for reservation with the Texas Bond
Review Board with respect to qualified mortgage bonds, and
authorizing state debt application, all as expressed and
conditioned In the Board action request on this item.

MR. VASQUEZ: Thank you. Motion made by Mr.
Thomas.

MR. MARCHANT: Second.

MR. VASQUEZ: Second by Mr. Marchant. All those
in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

And finally, Item 6(e), Presentation,
discussion, and possible action regarding Resolution No.
23-010 authorizing request for Unencumbered State Ceiling
and containing other provisions relating to the subject.

Please explain, Mr. Fletcher.

MR. FLETCHER: Absolutely. 1 will do my best.
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Each year, State agencies and issuers created on
behalf of the State, with authority to issue tax-exempt
bonds, may request the Texas Bond Review Board assign as
carryforward any volume cap that has not been reserved or
designated as carryforward for other issuers or agencies
and for which no application for carryforward is pending on
the last business day of the year. This is also referred
as to the Unencumbered State Ceiling.

TDHCA has requested and received carryforward
designations from the Unencumbered State Ceiling in
calendar years 2010, -11, "13, "14, "15, "16, and "18.

Staff 1s requesting authorization to request
carryforward in an amount not to exceed 200 million of
unreserved "22 -- 2022 volume cap, to the extent available,
from the Unencumbered State Ceiling. All volume cap
assigned pursuant to this request will be used for the
future issuance of single family mortgage revenue bonds or
future Mortgage Credit Certificate programs.

Carried forward volume cap must be used within
three years. At this time, the staff i1s not seeking, nor
is the Board asked to grant approval for any specific issue
or program In using these funds.

One thing that we do want to note on this:
there®s no guarantee that there will be funds available,
and we are not cutting in front of any other State agency
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or any other issuer. We are simply standing in line in the
event that there are funds that are available at the end of
the calendar year that are unencumbered and not reserved.

And 1"m happy to try to answer any other
questions you might have.

MR. VASQUEZ: So this one i1s us, the Board,
authorizing --

MR. FLETCHER: Asking the Board --

MR. VASQUEZ: -- to take action, if there"s --

MS. FARIAS: If there®s volume cap, i1f i1t"s
available.

MR. VASQUEZ: Yeah. 1 think 1t"s a good idea.

Any questions on lItem 6(e)?

(No response.)

MS. FARIAS: Mr. Chairman?

MR. VASQUEZ: Ms. Farias?

MS. FARIAS: 1 move the Board adopt Resolution
No. 23-010 authorizing the request for unreserved 2022
volume cap from the Unencumbered State Ceiling, all as
expressed and conditioned In the Board action request on
this item.

MR. VASQUEZ: Thank you. Motion made by Ms.
Farias. Is there a second?

MR. BATCH: Second.

MR. VASQUEZ: Seconded by Mr. Batch. All those
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in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?

(No response.)

MR. VASQUEZ: Hearing none, the motion carries.

Thank you, Scott.

MR. FLETCHER: Thank you all.

MR. VASQUEZ: Moving right along, Item 7 of the
agenda, Presentation, discussion, and possible action on
an order adopting the repeal of 10 TAC Chapter 12,
concerning the Multifamily Housing Revenue Bond Rules, and
an order adopting new 10 TAC Chapter 12 concerning the same

rules, and directing its publication In the Texas Register.

Ms. Morales?

MS. MORALES: Good morning. Teresa Morales,
Director of Multifamily Bonds.

The multifamily housing revenue bond rule
governs applications where the Department iIs serving as the
bond i1ssuer. The rule speaks to the general process of the
bond issuance with an emphasis on the pre-application
component that requires scoring iIn addition to threshold
and some eligibility. The proposed changes primarily
included modifications to existing scoring items and
proposed to introduce a new scoring item.
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There were a couple of comments received. One
related to the new scoring item, assisting households with
children. The commenter requested that rehab developments
and elderly developments be exempt, essentially meaning
that those applications would automatically get the point
so as to not disadvantage this construction type or target
population, and staff is recommending that that change be
granted.

The other more noteworthy comment relates to the
cost per square foot scoring 1tem. The commenter requested
that i1t be increased even more than what staff had
proposed. The draft increased it from $95 to $125 and the
commenter suggested that it be increased to 145.

Staff acknowledges that there are challenges,
given the rising construction costs, but believed costs
will continue to vary across the board and is not
recommending any changes at this time, but will certainly
revisit the item next year, as we go through the upcoming
program year.

Staff recommends that the Board approve the
adoption of the repeal and adoption of the new Chapter 12
multifamily housing revenue bond rules for submission and
publication In the Texas Register.

MR. VASQUEZ: Okay. Just as a more process
question, at this point, so these are final rules adopted,
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and we"re going to publish --

MR. ECCLES: Yes.

MR. VASQUEZ: -- on the site. Right? Okay.

Do any Board members have questions on this
1tem?

(No response.)

MR. VASQUEZ: 1Is -- are there -- 1 don"t see any
people running to the front to comment on this particular
item.

MS. MORALES: That"s the next one.

MR. VASQUEZ: That"s the next one. In that
case, 1"d entertain a motion on Item 7(a) of the agenda
that we"ve been discussing.

MS. FARIAS: Mr. Chairman, I move the Board
adopt the proposed repeal and proposed new 10 TAC
Chapter 12 concerning the multifamily housing revenue bond
rules, as presented and conditioned in the Board action
request and resolutions on this item.

MR. VASQUEZ: Thank you. Motion made by Ms.
Farias. Is there a second?

MR. THOMAS: Second, Mr. Chairman.

MR. VASQUEZ: Seconded by Mr. Thomas. All those
in favor, say aye.

(A chorus of ayes.)

MR. VASQUEZ: Any opposed?
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(No response.)

MR. VASQUEZ: Hearing none, the motion carries.
Moving on to -- you"re done? All right.

Item 7(b), Presentation, discussion, and
possible action on the adoption and the repeal of 10 TAC
Chapter 11 concerning the Housing Tax Credit Program
Qualified Allocation Plan, adoption of new 10 TAC Chapter
11 concerning the same, and directing their publication for
adoption in the Texas Register.

Mr. Campbell --

MR. CAMPBELL: Good morning.

MR. VASQUEZ: -- on this?

MR. CAMPBELL: Cody Campbell, Director of
Multifamily Programs with the Department.

This item is the QAP. The Board approved the
draft QAP at the September meeting, which was released for
public comment. And we received 27 comments by the
deadline of October 14.

After your approval today, the QAP will be
transmitted to the Governor no later than November 15. The
Governor then has until December 1 to approve with changes
or reject the QAP. Once that approval i1s obtained, the QAP
will be published In the Texas Register and made effective.

The QAP in front of you today is substantially
similar to the version that you approved for public comment
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in September and introduces no significant new concepts.
The changes made to it are largely clerical,
administrative, or relatively small changes.

You may recall that staff went through two
rounds of QAP revision this year, with an informal first
draft of the QAP released for comment earlier this year.
Comments were accepted on that early draft and responsive
edits were made prior to the September meeting.

This likely explains why we received fewer
comments and made fewer changes than what has typically
been done in the past. Staff anticipates continuing this
process in the future and should begin having roundtable
discussions and work groups for the 2024 QAP this spring.

I do have two suggested corrections to the QAP
for the Board to consider. Tax credit applications -- tax
credit applicants -- I™m sorry -- are required by statute
to notify certain entities such as neighborhood
organizations and elected officials of their pre-
application or application when it is filed. |In general,
1T notifications are made as part of the pre-application
process, then re-notification of full application is not
required. However, re-notification can be triggered in
certain circumstances.

This version of the QAP removes a previous
requirement to re-notify if there is an increase in density
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of more than 5 percent between pre-application and full
application. This was removed based on the reasoning that
applicants do not always have a completed survey at pre-
application and instead must rely on appraisal district
data to calculate density.

Because this data is not always accurate, one
commenter expressed reasonable concern that an application
might be terminated 1If the correct acreage from the survey
results in a difference iIn density that would have re-
triggered -- would have triggered re-notification. When
removing this requirement from the QAP, the requirement to
include density at all i1n the application notification was
mistakenly deleted.

Staff believes that density should still be
included in the notification itself, and therefore,
suggests that the Board reinstate this language in 10 TAC
11.203(3)(A)(vii) of the QAP.

The second correction relates to the required
mitigation for schools with low ratings that are considered
to be what"s called a neighborhood risk factor. If an
application is proposed in the attendant zone of one of
these schools, certain mitigation actions are required.

Among these requirements, the applicant must
commit to providing an after-school learning center that
offers a minimum of 15 hours per week of on-site,
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education-based services. The header section of this part
of the QAP requires that this mitigation be provided for
the duration of the affordability period.

However, the subparagraph that addresses the
after-school learning center states that i1t is only
required until the school achieves the acceptable grade.
This conflict in language was an oversight and staff
recommends that the after-school program be required for
the duration of the affordability period.

The recommended change here is for 10 TAC
11.101 -- and this is a long one -- (2Q)E)MGIH)(I) to
be modified to delete the phrase, "until such time the
school (s) achieves a rating of A, B, or C."

This concludes my remarks. Again, there aren"t,
you know, too many changes to the QAP versus what you heard
in September. But I"m happy to answer any questions that
you might have.

MR. VASQUEZ: Okay. Do any Board members have
any questions for Mr. Campbell at this time?

(No response.)

MR. VASQUEZ: 1 see at least one public comment.

Why don"t we move ahead to the public comment? If you"re

going to be -- if y"all can come up here to the front, and
I guess, Walter, do you want to start out?

We did that -- put a whole thing. We got that
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covered. As a reminder, the Eccles rule is still iIn

effect.

Walter, go ahead.

MR. MOREAU: All right.

MR. VASQUEZ: Please identify yourself for the
record.

MR. MOREAU: I*m Walter Moreau, the Director of
Foundation Communities. Thank you for the chance to
comment, and thank you for all the investment that you-"ve
made In our communities. We provide housing for about
8,000 residents that would otherwise be priced out of
Austin and North Texas.

I have a very specific request in the rules.
We"re under construction of our Parker Lane United
Methodist Church Apartments. It was an old church site.

It was one of those weird projects where it got
an award in 2021. There was an honest mistake and error in
the ranking, and there were projects. We were one of three
that got an award, and then got it taken away, and the
Board addressed that by giving us a forward commitment for
2022.

IT you do supplemental credits, which -- in the
QAP, it"s only for the 2021 awards, so we can"t -- our
construction costs have gone up, like everyone else"s.
We"re asking that it include the forward commitments for
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2022.

We"re i1n the same timeframe, same construction
costs constraints. We could only get the 15 million in
credits from 2021. One way we"ve closed the gaps of the $6
million construction increase iIs, we did get an award a
year ago of National Housing Trust Fund dollars, but
there®s no contract on that yet. We had to escrow those
funds so we could get construction started a couple of
months ago.

I know 1t"s really minor. 1t only affects us
and one other project, but it"s a couple million-dollar
change.

MR. VASQUEZ: There"s always that one project,
that one applicant that just can"t fit In the --

MR. MOREAU: It"s one of those snafu, got-you
kind of situations.

MR. WILKINSON: Yeah. 1 don"t even think we
knew we were excluding the two forwards from
supplemental --

MR. CAMPBELL: We received comment on it. Yeah.

MR. WILKINSON: Okay.

MR. CAMPBELL: (Speaking from audience.) We
wanted [inaudible] 2021 in this draft.

MR. WILKINSON: Yeah. I would have thought
awards that were received in 2021, whether they were 2021
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allocation or forwards -- 1 would be fine, fixing this.
MR. VASQUEZ: Would -- I mean, I"m saying, would
this -- this sounds like an easy tweak --

MR. MOREAU: Yeah.

MR. VASQUEZ: -- whether it"s adding that
received --

MR. MOREAU: Correct.

MR. VASQUEZ: -- and that i1s not a material
concept change. 1 mean, that"s the intent of -- 1 think

the intent of our rules was to accommodate this. Okay.

We have no lawyerly objections to this? OF
course we do.

MR. ECCLES: I suppose not.

MR. VASQUEZ: Okay. Well, I mean -- okay. 1
mean -- okay. Well, at the end, 1 think we"re going to
have an ultimate motion noting these items, and then
whatever we disagree with here.

So next?

MR. FOGEL: This is related. 1"m the other
developer with the same project, and 1 was just -- Michael
Fogel with Trinity Housing Development. And 1 would just
add, and 1 think y"all know this, but these two deals were
submitted in 2021.

They had 2021-4 commitments, 2021 applications
with the same assumptions as the other 2021 deals at the
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same time. So there wasn®"t, you know, updated
applications. So you know, as such, we made the
assumptions of costs at that time, you know, which were
appropriate at that time.

So we"re just asking to be treated the same as
the other deals that -- 1t"s a unique situation. So that's
all.

MR. VASQUEZ: Okay. Yeah. Great, Michael.
Thank you for --

MR. FOGEL: Yes, sir.

MR. VASQUEZ: Sounds like we"re going to
accommodate y~all.

MR. FOGEL: Right. Thanks.

MR. VASQUEZ: That was our intent. Okay.

MS. MEYER: Good morning, Board, Chairman. My
name Is Robbye Meyer, and 1"m speaking to you as the chair
of the QAP and Development Committee for Rural Rental
Housing. We represent 660 rural properties, over 20,000
units, and over 33,000 residents in the state of Texas.

The Association does appreciate the Board and
staff"s recognition of rising costs in making those
adjustments i1in the rules. However, 1t has been a
disappointing year for rule-making for the Association, as
they tried in good faith to make rule changes reasonable
for the Association.
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The Association met with staff early on in this
process and were specifically asked by staff what changes
we would like to see made and what would benefit our
Association. And we had three specific areas that we
addressed.

One was the elimination of an exemption that was
put into the QAP for residents with special housing needs.

When this point 1tem was added in 2021, USDA developments
were exempted. In 2022, that exemption was eliminated with
no reason for the exemption.

USDA was asking for that exemption to be
reinstated, because USDA developments are located In areas
that don"t have continuum of care and don*t have local
homeless service providers that we could partner with in
order to provide those services, and those units are being
held open for no reason for six months.

The second was readiness to proceed. USDA
developments are occupied rehabilitations. The majority of
those developments are rehabbed with tenants in place.

So those units are never taken out of service,
so there"s nothing to get ready to proceed. So it doesn™t
really make sense for readiness to proceed to apply to USDA
developments. Also, the closing mandate for readiness to
proceed is November 30, which is a no-win situation for
USDA owners, because that is in the control of the USDA
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process.

MR. VASQUEZ: Robbye, before you go on, could
you repeat the first half of that point two that you just
described?

MS. MEYER: The readiness to proceed or the
homeless one?

MR. VASQUEZ: The readiness to proceed --

MS. MEYER: The readiness to proceed --

MR. VASQUEZ: -- that doesn"t apply, that -- not
the date -- the November date. That"s -- what you said
right before that.

MS. MEYER: Okay. So there are rehabilitation
developments that are occupied, and most developments
don"t -- we rehabilitate with tenants in place. So we"re
not relocating them so we don"t take units out of service.

So the units are -- 1 mean, there®"s no readiness to
proceed like you would have for a new construction, because
you"re not trying to get units in service earlier, because
they“re never taken out of service.

So that point -- 1t doesn"t make sense for a
readiness to proceed -- you®"re not trying to get something
In service quicker, because i1t"s already iIn service.

(Buzzer sounds.)

MR. VASQUEZ: Don"t worry about that one. Okay?

MS. MEYER: So that -- 1 mean, that"s the
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reason, because it just -- it doesn"t make sense for --

MR. VASQUEZ: Okay. Okay. All right. 1711 ask
staff 1T there®s any other twist on that portion of it.

MS. MEYER: Okay.

MR. VASQUEZ: And also, we understand the date
on the USDA"s --

MS. MEYER: Correct. That -- our hands are
tied on that one. We don"t have any control over that.

The last one was an exemption under neighborhood
risk factors that was an exemption for existing
developments with encumbered TDHCA LURAs for its school
scores. That"s been an exemption for several years, and
that exemption is being removed for 2023 developments. We
asked for that exemption to be put back i1n place, again,
for developments that are already in existence, and now
that exemption 1s being removed.

These seem to be pretty easy requests for TDHCA,
for specific set-aside that affected a nominal 5 percent of
the State®s allocation. 1 appreciate your time and the
opportunity to make public comment once again, and we
appreciate your consideration on our comments.

MR. VASQUEZ: AIll right. Hang on. So on the
school exemption, you®"re looking for an exemption for --
where the project is already --

MS. MEYER: Right.
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MR. VASQUEZ: -- there, already In existence?

MS. MEYER: And it"s been in a QAP for several
years, and that exemption was eliminated this year, not
specifically for USDA developments, but for developments
that had existing -- that were encumbered by TDHCA LURA.
They®"ve had an exemption for several years, and that
exemption was eliminated this year -- well, for 2020, going
into 2021.

MR. VASQUEZ: Okay.

MR. WILKINSON: The school mitigation was paused

for COVID --

MR. VASQUEZ: Right. But I thought we recently
did -- 1 thought we did put something in place. 1If a
development -- 1f 1t"s a re-development and --

MR. CAMPBELL: (Speaking from audience.) Crime
and poverty, yes —--

MR. VASQUEZ: Was it crime and poverty? It
wasn"t for schools?

MR. WILKINSON: The schools are still there.

MR. CAMPBELL: It was not for schools. That"s
correct.

MR. VASQUEZ: Okay.

MR. WILKINSON: 1It"s about taking action with
the after-school program, so they continue to help the
kids.
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MR. VASQUEZ: Yeah. Okay. So you can still put
in a ——- 1t"s an easy mitigation that there can be an after-
school program or something to that effect that gets rid of
the --

MS. MEYER: Well, it seems easy for a normal
development. But when you"re talking about a USDA
development, those are on limited budgets that are set by
USDA. There"s not a line i1tem in USDA that you can say,
okay, now we have to provide after-school tutoring.

That"s -- USDA 1s a different animal from
anybody else. And those are very limited budgets. So if
you"re asking a USDA development in a small, rural town
that has 26 units or 30 units or however many it is, and
you"re asking USDA to now provide 15 hours a we