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BOARD MEETING
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
507 Sabine, Room 437, Austin, Texas 78701

Thursday, March 11, 2004 1:00 p.m.
AGENDA
CALL TO ORDER, ROLL CALL Elizabeth Anderson
CERTIFICATION OF QUORUM Chair of Board

PUBLIC COMMENT

The Board will solicit Public Comment at the beginning of the meeting and will also provide for
Public Comment on each agenda item after the presentation made by department staff and
motions made by the Board.

The Board of the Texas Department of Housing and Community Affairs will meet to consider and
possibly act on the following:

ACTION ITEMS
Iltem 1 Presentation, Discussion and Possible Approval of Minutes Elizabeth Anderson
Of Board Meeting of February 11, 2004

Iltem 2 Presentation and Discussion of Report from the Programs C. Kent Conine
Committee:

a) HOME Program

Iltem 3 Presentation, Discussion and Possible Approval of C. Kent Conine
Programmatic Items:

a) Proposed Amendment to Public Comment Procedures and
Topics of Public Hearings And Meetings; Title 10, Part 1,
Subchapter A, Section 1.10, Texas Administrative Code

b) Section 8 Program Public Housing Authority Plan for
The Year 2004

c) 2004 Proposed Multifamily Bond Eligible Tenant Income Limits
d) Revised Single Family Average Area Purchase Price Limits

e) Resolution No. 04-018 Authorizing the Issuance of Single Family
Mortgage Revenue Bonds, 2004 Series A and 2004 Series B and
Taxable Junior Lien Single Family Mortgage Revenue Bonds,
2004 Series A (Program 61)

f) Single Family Mortgage Revenue Bond Marketing Plan

Q) Recommendations for Underwriting Team for the Sale of Single Family
Mortgage Revenue Bonds, 2004 Series A and 2004 Series B and Taxable
Junior Lien Single Family Mortgage Revenue Bonds, 2004 Series A
(Program 61)



ltem 4

Iltem 5

Iltem 6

h) Proposed New Rule Regarding Ethics and Disclosure Requirements
for Outside Financial Advisors and Service Providers, Title 10,
Subchapter A, Section 1.15, Texas Administrative Code

i) Proposed Changes to Performance Measures

Presentation, Discussion and Possible Approval of Multi- Vidal Gonzalez
Family Mortgage Revenue Bonds and Four Percent (4%)
Housing Tax Credits with TDHCA as the Issuer:

a) Proposed Issuance of Multifamily Mortgage Revenue Bonds For
Chisholm Trail Apartments, Houston, Texas in an Amount Not
to Exceed $12,000,000 and Issuance of Determination Notice
(Requested Amount of $826,444 and Recommended
Amount of $826,184), for Housing Tax Credits for Chisholm
Trail Apartments, 04-412, Resolution No. 04-017

b) Proposed Refunding of Multifamily Mortgage Revenue Bonds for
Meadow Ridge Apartments, Round Rock, Texas in an
Amount not to Exceed $12,850,000, Resolution No. 04-012

Presentation, Discussion and Possible Approval of Report Shadrick Bogany
From Audit Committee:

a) Management’s Discussion and Analysis of Department’s
Financial Performance for the Fiscal Year Ended August 31, 2003

b) Status of Prior Audit Issues

c) Status of Central Database

d) Status of Internal/External Audits

Presentation, Discussion and Possible Approval of Housing: Elizabeth Anderson

Tax Credit Items:

a) Issuance of Determination Notices on Tax Exempt Bond
Transactions with Other Issuers:
04-408 Hickory Manor Senior Community, DeSoto
DeSoto Housing Finance Corporation is the Issuer
(Requested amount of $579,425 and Recommended
Amount of $579,425)

04-410 The Vistas Apartments, Marble Falls
Marble Falls Housing Authority is the Issuer
(Requested Amount of $298,905 and Recommended
Amount of $287,187)

b) Proposed Amendments to Housing Tax Credit Projects:
02-022 Castle Garden, Lubbock, Texas

02-027 Creekside Townhomes, Burnet, Texas

03-257 Caney Run, Victoria, Texas



c) Extensions for Commencement of Substantial Construction for:

02-131 Meadows of Oakhaven, Pleasanton, Texas

REPORT ITEMS

Executive Directors Report Edwina Carrington
1. Request for Attorney General Opinion from Representative Talton concerning

The 2004 Qualified Allocation Plan and Private Activity Bond Program
2. Department’s Request for an Attorney General Opinion on the Issue of

Scoring Written Statements from Local Elected Officials, in Addition to
State Elected Officials, in the Housing Tax Credit Program

3. Community Affairs Staff Appointment to National Advisory Board of the
United States Department of Energy
4, Document of the Scope of the Ex Parte Rule
5. Funding and Performance for the Office of Colonia Initiatives for 2003
6. Review of Ineligibility Factors for Competitive Nine Percent (9%) Tax Credits
EXECUTIVE SESSION Elizabeth Anderson

If permitted by law, the Board may discuss any item listed on this
agenda in Executive Session

OPEN SESSION Elizabeth Anderson
Action in Open Session on ltems Discussed in Executive Session

ADJOURN Elizabeth Anderson

To access this agenda and details on each agenda item in the board book, please visit our

website at www.tdhca.state.tx.us or contact the Board Secretary, Delores Groneck, TDHCA, 507

Sabine, Austin, Texas 78701, 512-475-3934 and request the information.

Individuals who require auxiliary aids, services or sign language interpreters for this meeting

should contact Gina Esteves, ADA Responsible Employee, at 512-475-3943 or Relay Texas at 1-

800-735-2989 at least two days before the meeting so that appropriate arrangements can be
made.

Non-English speaking individuals who require interpreters for this meeting should contact Delores
Groneck, 512-475-3934 at least three days before the meeting so that appropriate arrangements

can be made.



EXECUTIVE OFFICE

BOARD ACTION REQUEST
March 11, 2004

Action Items
Board Minutes of February 11, 2004.

Required Action

Approve with any necessary corrections the minutes of the Board Meetings.

Background

The Board is required to keep minutes of each of their meetings. Staff recommends approval of the
minutes.




BOARD MEETING
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
The Westin Galleria Dallas
13340 Dallas Parkway, Consular/Congressional Room, Dallas, Texas 75240
February 11, 2004 9:00 a.m.

Summary of Minutes

CALL TO ORDER, ROLL CALL

CERTIFICATION OF QUORUM

The Board Meeting of the Texas Department of Housing and Community Affairs of February 11, 2004
was called to order by the Chair of the Board Elizabeth Anderson at 9:15 a.m. It was held at the Westin
Galleria Dallas, 13340 Dallas Parkway, Consular/Congressional Room, Dallas, Texas. Roll call certified a
quorum was present.

Members present:

Elizabeth Anderson — Chair
C. Kent Conine — Vice Chair
Shadrick Bogany — Member
Norberto Salinas — Member
Patrick Gordon — Member
Vidal Gonzalez — Member

Staff of the Texas Department of Housing and Community Affairs was also present.

PUBLIC COMMENT

The Board will solicit Public Comment at the beginning of the meeting and will also provide for Public
Comment on each agenda item after the presentation made by department staff and motions made by
the Board.

Ms. Anderson called for public comment and the following either gave comments at this time or preferred
to wait until the agenda item was presented.

Printice Gary, Partner, Carlton Construction Company, Houston, Texas

Mr. Gary stated his firm will be the prime contractor for Bellfort Village in Houston, Texas. He stated that
working with Bill Fisher has provided opportunities for minorities and he asked the Board to approve the
bond issuance and tax credits for this project.

Ms. Anderson closed public comment at 9:20 a.m. but would allow those people who requested to speak
at the time of the agenda items to do so at that time.

ACTION ITEMS

1) Presentation, Discussion and Possible Approval of Minutes of the Board Meetings of
January 13, 2004
Motion made by C. Kent Conine and seconded by Shad Bogany to approve the Minutes of the
Board Meeting of January 13, 2004.
Passed with 5 ayes and 1 abstention (Vidal Gonzalez was not in attendance at the January 13,
2004 Board Meeting)

(2) Presentation and Discussion of Audit Results from the Deloitte & Touche FYE 08/31/2003
Reports:
Communications with Audit Committee Letter
Opinion Audit on FY 2003 Basic Financial Statements
Opinion Audit on FY 2003 Revenue Bond Program Financial Statements
Opinion Audit of FY 2003 Computation of Unencumbered Fund Balances
Report to Management (Management Letter)



()

(4)

(5)
(a)

Mr. George Scott, Managing Partner of Deloitte & Touche stated they conducted the audits of
TDHCA. They audited the financial statements for the year ending August 31, 2003 and also
audited a variety of documents and interviewed individuals through the organization. During the
course of the audit there were no restrictions placed on their access to information. They
received outstanding cooperation and assistance from everyone at the Department. The audit
was completed in accordance with generally accepted auditing standards and also government
auditing standards due to the federal assistance that is provided to the Department. The financial
statements are free from any material misstatement. During the audit, as one compares one
financial statement to another, there were no significant changes in the application of accounting
policies. There was one adjustment of about $20 million which pertained to the change in the
reserve for uncollectible accounts. There were no disagreements with management during this
audit. There was a report to management that contained one comment discussing or identifying
the issue of reviewing the Loan Loss Reserve calculation.

They also issued a report on the computation of unencumbered fund balances and identified no
situation that needs to be reported. The report to management had a clean and unqualified
opinion.

Presentation, Discussion and Possible Approval of First Quarter Investment Report

Mr. Bill Dally, Chief of Agency Administration, stated this is the first quarter report for the period
ending November 30, 2003. There were charts reflecting changes in the single family indenture,
the RMRB, the CHMRB, the multi-family issuances and the various funds of the Department.
There was a chart showing the grouping of the investment types and ranges in rates, investment
types and guaranteed investment contracts. The mortgage backed securities at various
investments types were also reflected on a chart.

Motion made by C. Kent Conine and seconded by Shad Bogany to accept the First Quarter
Investment Report.
Passed Unanimously

Presentation and Discussion of Report from Programs Committee

Mr. Conine reported that a Programs Committee was held earlier in the day along with a Board
Workshop held on Feb. 10™. Presenters at the workshop discussed the various aspects of bond
financing. There was a report on the 2003 performance of the programs of TDHCA and Mr.
Conine asked the Board to look at this report to see what the program areas are doing. There
was a projection for 2004 and the amount of volume of activity in each program. The Programs
Committee will monitor this to make sure TDHCA is putting the resources in the appropriate area.
The Programs Committee reviewed performance measures and will have another report to the
Board with a recommendation on performance measures at the March meeting.

Presentation, Discussion and Possible Approval of Programmatic ltems:

Adoption of 2004 Housing Tax Credit Rural Rescue Policy

Ms. Carrington stated in March of 2003 the Board approved a Rural Rescue Policy for the 9% tax
credit program. The idea was if there were properties financed by the USDA Rural Development,
that many of those are going into foreclosure, have been foreclosed on or the loans are being
accelerated. It was difficult for those projects to wait for the application cycle in the 9% round to
apply for tax credits. The board approved the idea if one is purchasing an RD property in a time
other than during the application cycle, or if there is one where the loan is being accelerated, they
could apply in this off-cycle. There were no developers or developments that took advantage of
this policy last year and the staff is asking that the Board adopt the policy again for this year. Last
year the RD slowed down on any accelerations or foreclosures but there will be developments
coming to the Department this year. Staff recommended approval of this policy.

Motion made by Shad Bogany and seconded by C. Kent Conine to approve the 2004 Housing
Tax Credit Rural Rescue Policy.
Passed Unanimously



(b)

(c)

(6)

(7)
(a)

Adoption of Amendment to Public Comment Procedures and Topics of Public Hearings
And Meetings; Title 10, Part 1, Subchapter A, Section 1.10, Texas Administrative Code

Ms. Carrington stated staff is requesting approval of an amendment to this previously approved
rule that would include the topics that the Board would consider at public hearings. This is a
requirement of SB 264 and there were 10 items that were specifically stated in the legislation for
the Department to include.

Motion made by Shad Bogany and seconded by C. Kent Conine to adopt the amendment to the
Public Comment Procedures and Topics of Public Hearings and Meetings with no changes and to
have this item as an agenda item for the March meeting for the Board to possibly amend this rule.
Passed Unanimously

Amendment for Orange County under the Housing Trust Fund State Energy Conservation
Office Program

Ms. Carrington stated the contract with Orange County Housing Authority is to provide SECO
funds of $162,000 to two properties owned by this housing authority. The City of Orange and the
Orange County Housing Authority requested a shift in the two developments that this $162,000
covers. There is a change in the number of units from 108 to 54 that would be assisted and a
change in the dollar amount which would be reduced from $163,000 to $81,000. One of these
units Village Oaks, is being sold to HUD so the Department will have no control over that
property.

Motion made by Shad Bogany and seconded by C. Kent Conine to approve the amendment for
Orange County under the Housing Trust Fund State Energy Conservation Office Program.
Passed Unanimously

Presentation, Discussion and Possible Approval of Single Family Bond Program:
Resolution No. 04-010 Authorizing a Restructuring of Single Family Mortgage Revenue
Bonds, 2002 Series A, B, C, D (Program 57A)

Ms. Carrington stated this program was authorized by the Board in June of 2002. The interest
rates ranged from 5.9% to 6.65% with an original amount of lendable proceeds of about $100
million. The mortgage origination period on this program will terminate on September 1, 2005.
The amount originated is $21.4 million. Staff is proposing to reduce the interest rate on assisted
mortgages from 6.65% to 5.59%.

Mr. Byron Johnson stated the unassisted mortgage rate would be reduced from 6.15% to 5.90%
and change unassisted funds to assisted mortgage funds with 4% assistance.

Motion made by Shad Bogany and seconded by C. Kent Conine to approve Resolution No. 04-
010 authorizing a restructuring of Single Family Mortgage Revenue Bonds, 2002 Series A, B, C,
and D.

Passed with 5 ayes (Mr. Bogany, Mr. Conine, Mr. Gordon, Mr. Gonzalez, Mr. Salinas and 1 no —
Ms. Anderson)

Presentation, Discussion and Possible Approval of Multi-Family Mortgage Revenue Bonds
and Four Percent (4%) Housing Tax Credits with TDHCA as the Issuer:

Proposed Issuance of Multifamily Mortgage Revenue Bonds For Providence at Bellfort
Village, Houston, Texas in an Amount Not to Exceed $13,700,000 and Issuance of
Determination Notice (Requested Amount of $739,659 and Recommended Amount of
$716,805), for Housing Tax Credits for Providence at Bellfort Village, 03-469

Ms. Carrington stated the proposal of new construction with 240 units is to be located in Houston
and will consist of two and three bedrooms. The bond structure is unrated and unenhanced
bonds that are going to be privately placed. It is from the 2003 bond allocation cap and was a
carry-forward into 2004. The scheduled closing date is February 18. The requested amount of
tax credits was $739,650 and the recommended tax credit amount is $716,805. A public hearing



was held and there were 101 people in opposition and 11 in support and 10 were neutral on the
project. A petition against the project had 281 names on it. Congressman Chris Bell was in
opposition to the transaction.

Staff is recommending the issuance of tax-exempt bonds in the amount of $13,700,000 for this
transaction which will have a second lien of $2,300,000 which is a private loan and is not bond-
funded and a credit allocation amount of $716,805.

John Wiley Price, County Commissioner, Dallas, Texas

Commissioner Price stated he was speaking in his official capacity as county commission and as an
individual. He has watched housing projects being built and he wanted to talk about the quality of
housing. It is rare to see someone like Bill Fisher, who comes in a community and has foresight in
building properties. Commissioner Price has seen projects built by Mr. Fisher and Provident Realty and
the Commissioner supports Mr. Fisher’s effort to have a planned development and Mr. Fisher deserves
all of the consideration that this Board can give.

Carol Brandon, Vice President of City of Dallas Planning & Zoning Commission, Dallas, Texas

Ms. Brandon stated she serves at the pleasure of Dallas City Councilman, James L. Fontroy. She stated
Provident Realty has come into District 8 and worked with the Councilman and has worked with the
constituents in bringing a multifamily project in their district. She asked the Board to give consideration
to this project.

Raymond Short, Houston, Texas
Mr. Short gave his speaking time to Elaine Gaskamp.

Wates McKee, Houston, Texas
Mr. McKee gave his speaking time to Elaine Gaskamp.

Shirley Mize, Houston, Texas
Ms. Mize gave her speaking time to Elaine Gaskamp.

Elida Ruiz, Houston, Texas
Ms. Ruiz gave her speaking time to Elaine Gaskamp.

Bill Fisher, Provident Realty, Dallas, Texas

Mr. Fisher stated it is important for the Board to know that developers work hard to get community
support. He stated he had support from Houston City Councilman Khan, Houston area State Rep.
Garnett Coleman along with letters of support from the Baptist Ministers Association of Houston and a
letter of support from a nearly 1000 member Baptist Church in Houston. They went through a long
process to make sure the community was aware of the development. They put signage up, held a
townhall meeting prior to the TEFRA hearing and did a TEFRA hearing. He has given written offers to
address concerns about safety and security on the property including rights to verify the criminal
background checks and asked the neighbors to inspect the property. He has offered to purchase a site
next to the school and donate it to the school district, including the construction of portable buildings.
They also provided a market study and an appraisal that support both rents and indebtdness on the
property. Their financing is from MA Financial.

The proposed building site has about 20,000 substandard apartments nearby that were built in the mid-
70s up until 1983. 80% of the units are one bedroom units.

Cheri Hill, Houston, Texas
Ms. Hill gave her speaking time to Elaine Gaskamp.

Charles Fredrickson, Houston, Texas
Mr. Fredrickson gave his speaking time to Elaine Gaskamp.




Charles Krakosky, Houston, Texas
Mr. Krackowski gave his speaking time to Elaine Gaskamp.

Elaine Gaskamp, President, Greater Fondren Super Neighborhood, Houston, Texas

Ms. Gaskamp stated she has been on the Board of the Glenshire Neighborhood Association for 10
years. She is a licensed real estate broker and works primarily in southwest Houston. She stated this
area where the proposed project of Bellfort Village is to be built has 97 multifamily apartment complexes
nearby. A new development, Concord at Williamcrest with 288 units has just been completed in this
area. Concord at Williamcrest has leased all of their units except 1. The rents started at $499.00 per
month. There also have been 89 new homes built in this area.

She stated there is a need for single family housing in this area and they do not need any more
multifamily units. She stated there is high crime in this area and many of the other apartment complexes
have vacancy rates of 15% to 20%. She stated Rep. Ron Wilson and Houston Mayor Bill White are
against this project.

Marc Williams, Houston, Texas
Ms. Williams stated they have many apartment complexes in this area with high vacancy rates and do
not need another complex to be built.

Mary Barr, West Airport Homeowners Association, Houston, Texas

Ms. Barr stated she worked with the Southwest Super Neighborhood 36 and they work to try to improve
and keep neighborhoods pleasant, safe and a wonderful place to live. They have an overabundance of
apartments with high vacancy rates so do not need any new complexes.

Lela Jones, Houston, Texas
Ms. Jones stated she lives in Braeburn Valley West and works in this school district. The school is at
capacity and they can not accommodate any more children at this time.

Rev. Nathan Johnson, Pastor, Antioch Baptist Church, Houston, Texas

Rev. Johnson asked the Board to take into consideration other citizens of the community who are
represented by the pastor of a church with well over 1000 members and who have been in this area for
quite awhile. He believes in the work of Mr. Fisher and asked the Board to give full support to Bellford
Village for the benefit of families coming in and having a better place to live.

J. Eugene Thomas, Dallas, Texas

Mr. Thomas stated he lives in Dallas and was speaking for his daughter who lives in the community
where the proposed apartment complex is being proposed to be built. His daughter is in support of this
project and many others are also as they are concerned that housing is affordable and available in this
area.

Rev. H. J. Johnson, Houston, Texas

Rev. Johnson stated he felt all citizens of Texas should be adequately and properly represented and felt
that the people who occupy an area determine what is going to happen in that area. He is in support of
the project of Mr. Fisher's and Provident has agreed to have apprenticeship programs at this complex
that the young people could link up with people that are building this structure and develop skills.

Mr. Bogany stated he has driven and been in this neighborhood. He stated he knows this developer
does a very nice project and the developer will probably upgrade the area, and will be the nicest
apartment complex in that area. He did feel that the issue is overconcentration as there are 97
multifamily complexes in this area. The new project in this area, the Concord is dropping rents and they
are starting to take subsidized housing so this reflects that they can not rent these units out with market
rate units. There are signs all over this area saying “Free Rent” “$99. and up”, etc. He was concerned
that those people who live in some of the other apartments are going to move and TDHCA will create
another area of vacant units and then those complexes will have to lower their rents to get people to live



there. This is not a good location for new apartments and over concentration would be a detriment to
this area.

Motion made by Norberto Salinas and seconded by C. Kent Conine to approve the issuance of
Multifamily Mortgage Revenue Bonds for Providence at Bellfort Village, Houston, Texas in an
amount not to exceed $13,700,000 and issuance of determination notice in the recommended
amount of $716,805, for Housing Tax Credits for Providence at Bellfort Village, 03-469.

Motion failed with 2 ayes (Mr. Salinas and Mr. Conine) and 4 nos (Ms. Anderson, Mr. Gordon, Mr.
Bogany and Mr. Gonzalez)

Brent Stewart, Developer, Austin, Texas

Mr. Stewart was in attendance to answer any questions the Board may have on the Woodline
Townhomes.

(b)

(c)

Proposed Issuance of Multifamily Mortgage Revenue Bonds for Park at Woodline
Townhomes, Montgomery County, in an Amount Not to Exceed $13,800,000 and Issuance
of Determination Notice (Requested Amount of $659,796 and Recommended Amount of
$659,734), for Housing Tax Credits for Park at Woodline Townhomes, 03-473

Ms. Carrington stated this project is located in Spring, Texas and will have 252 new construction
units with one, two and three bedroom units. One series of bonds will be tax exempt variable rate
debt for a 5-year period and amount is $13,800,000. The anticipated closing date of the
transaction is March 4" and the tax credit allocation recommended amount is $659,734. There
was a public hearing held and only 2 people attended and both supported this project. There
have been no letters of opposition or in support of the project.

Motion made by C. Kent Conine and seconded by Vidal Gonzalez to approve the issuance of
Multifamily Mortgage Revenue Bonds for Park at Woodline Townhomes, Montgomery County, in
the amount not to exceed $13,800,000 and issuance of a determination notice in the
recommended amount of $659,734, for Housing Tax Credits for Park at Woodline Townhomes,
03-473.

Passed Unanimously

Proposed Refunding of Multifamily Mortgage Revenue Bonds for Meadow Ridge
Apartments, Round Rock, Texas in an Amount not to Exceed $12,950,000

Ms. Carrington stated this is a refunding of an issue of private activity bonds that were issued in
1997. The original bond issuance amount was $13,575,000 and there are $12,950,000 in bonds
that are still outstanding on this transaction. The current structure is Fannie Mae guaranty with a
rating of AAA. There has been a default on the bonds by the general partner and Fannie Mae has
stepped in to make those payments so there is not a default to the bondholder but a default to the
guarantor in this transaction. The restructuring would be lowering the interest rate. Meadow
Ridge Apartments is located in Round Rock and there has been a substantial amount of
overbuilding in Round Rock and the market is very soft. The underwriting report of TDHCA states
that the project is “not recommended due to lack of anticipated flow to support the proposed
restructure in five but should the Board approve the refunding it should be conditioned with the
five items listed”. From this underwriting standpoint, staff is not recommending approval to the
Board but from a business standpoint, TDHCA would not be in a worse position by approving this
restructuring and would be getting a letter of credit that is rated AAA from Fannie Mae.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the refunding for
Meadow Ridge Apartments, Round Rock, Texas in an amount not to exceed $12,950,000.

Motion made by C. Kent Conine and seconded by Beth Anderson to table this item until the
March Board Meeting.

Motion withdrawn by Mr. Conine in order for the Board to hold further discussions on this item.



(d)
(1)

(2)

Mr. Bogany stated that if there is a difference of opinion from the underwriting report and what the
Executive Director feels that this should be in the Board packet for the Board to review.

Motion made by C. Kent Conine and seconded by Beth Anderson to table this item until the
March Board Meeting.

Passed with 4 ayes (Ms. Anderson, Mr. Conine, Mr. Gordon and Mr. Salinas) and 2 nos (Mr.
Bogany and Mr. Gonzalez)

Housing Preservation Incentives Program:

Approve Recommendations to Transfer Funds from the Below Market Interest Rate (BMIR)
Program to Multifamily Finance Production and Increase the Existing Notice of Funding
Availability For the Housing Preservation Incentives Demonstration Program By
$1,079,722

Ms. Carrington stated staff is requesting approval to transfer funds from the Below Market Interest
Program to the Multifamily Finance Production to increase the existing NOFA for the preservation
program. Staff would be transferring $1,079,722 and the amount available under the NOFA
would be $2,900,181.50.

Motion made by Shad Bogany and seconded by Patrick Gordon to approve the transfer of funds
from the Below Market Interest Rate Program to Multifamily Finance Production and increase the
existing Notice of Funding Availability for the Housing Preservation Incentives Demonstration
Program by $1,079,722.

Passed Unanimously

Approve the Funding of the Sherwood Apartments in Edinburg, Texas in the Amount of

$825,000

Ms. Carrington stated staff is requesting approval to use preservation funds in the amount of
$825,000 for the Sherwood Apartments in Edinburg, Texas. By approving this transaction
TDHCA is preserving a federal subsidy that is provided to this development and to the applicant.
This is an existing property with 56 family units. It was constructed in 1997 and has two housing
assistant payment contracts. The Section 8 contracts cover 100% of the units.

Ron Anderson, San Antonio, Texas

Mr. Anderson stated this property is vulnerable because the original developer managed it for the life of
the property and it could be sold readily and the subsidy would go away. Edinburg does need subsidized
housing so they are trying to preserve this project.

(8)
(a)

(b)

Motion made by Shad Bogany and seconded by Norberto Salinas to approve the funding for the
Sherwood Apartments, Edinburg, Texas in the amount of $825,000.
Passed Unanimously

Presentation, Discussion and Possible Approval of Housing Tax Credit ltems:

Issuance of Determination Notices on Tax Exempt Bond Transactions with Other Issuers:
03-474 Mayfair Park Apartments, Houston, Texas

(Requested Amount of $643,947 and Recommended Amount of $629,049)

Houston Housing Finance Corporation is the Issuer

Ms. Carrington stated Mayfair Park Apartments is a credit allocation only and staff is
recommending the credit allocation of $629,049. This project has one, two and three bedrooms.

Motion made by Vidal Gonzalez and seconded by C. Kent Conine to approve the issuance of a
determination notice for 03-474, Mayfair Park Apartments, Houston in the recommended amount
of $629,049 with the Houston Housing Finance Corporation as the issuer.

Passed Unanimously

Proposed Amendments to Housing Tax Credit Projects:
03-162 Pinnacle Point Apartments, Victoria, Texas



Ms. Carrington stated the developer is requesting a material change in the tax credit 2003
allocation amount as the City of Victoria where the project is to be built has requested a site plan
change. As a result of that request staff determined that there would be a reduction in the
amount of credits committed to this development. The changes would not have affected the
applicant’s receipt of an award and would not have impacted their ability to receive the award.
The tax credit reduction amount is $7,458 less than the original award.

Motion made by C. Kent Conine and seconded by Shad Bogany to approve the amendment for
03-162 Pinnacle Point Apartments, Victoria, Texas.
Passed Unanimously

Carl Parker, Itex Properties, Port Arthur, Texas

Senator Parker requested a contingent modification for Pebble Creek, Crystal Creek and Cedar Ridge.
Because these projects are subsidized by Section 8 and if Section is not renewed for some reason, they
requested a 60% cap change.

03-261 Pebble Creek Apartments, Port Arthur, Texas

03-262 Crystal Creek Apartments, Port Arthur, Texas

03-263 Cedar Ridge Apartments, Port Arthur, Texas

Ms. Carrington stated these awards were from the 2003 allocation and all three were in the at risk
category. Staff is recommending that these projects do have the flexibility to go up to the 60%
rents and income if the Section 8 should not be renewed.

Ike Akbari, Developer, Pt. Arthur, Texas
Mr. Akbari stated he is also the owner of these projects and he does not anticipate the Section 8 contract
expiring but just projecting what would happen if the contract did expire.

Motion made by Shad Bogany and seconded by Vidal Gonzalez to approve the amendments for
03-261 Pebble Creek Apartments, 03-262 Crystal Creek Apartments and 03-263 Cedar Ridge,
Port Arthur, Texas.

Passed with 5 ayes (Ms. Anderson, Mr. Bogany, Mr. Gonzalez, Mr. Gordon and Mr. Salinas) and
1 no (Mr. Conine)

(c) Waiver of Ineligibility Concerning Four Bedroom Units for 2003 Forward Commitments for
Housing Tax Credits for:
03-007 Bexar Creek, San Antonio, Texas
03-003 Mission del Valle Townhomes, Socorro, Texas
03-004 Arbor Woods, Dallas, Texas
Ms. Carrington stated this item was tabled at the January Board Meeting and these were
developments that applied in the 2002 round of tax credits and were granted forward
commitments into 2003. Three did have four 4-bedroom units in their design. They have closed
on their land and do not have to close the construction loan and move forward until June 2004.

Motion made by C. Kent Conine and seconded by Shad Bogany to approve the waiver of
ineligibility concerning the four bedroom units for 2003 forward commitments for 03-007 Bexar
Creek, San Antonio; 03-003 Mission del Valle Townhomes, Socorro, Texas; and 03-004 Arbor
Woods, Dallas, Texas.

Passed Unanimously

Robert Greer, President, The Michaels Development Company, Marlton, New Jersey

Mr. Greer stated he was requesting the date of closing for Yale Village, Kings Row, Continental Terrace
and Castle Gardens be extended from January 30 to March 31, 2004 and that the date of
commencement of substantial construction be extended to June 30, 2004. He stated HUD did not
process any documents in December and January and they were not given authorization to issue firm
commitments.




(d) Extensions for Commencement of Construction Loan Closing and Substantial
Construction for:
02-019 Yale Village Apartments, Houston, Texas
02-020 Kings Row Apartments, Houston, Texas
02-021 Continental Terrace Apartments, Fort Worth, Texas
02-022 Castle Gardens Apartments, Lubbock, Texas
Motion made by C. Kent Conine and seconded by Shad Bogany to approve the extension for
commencement of construction loan closing and substantial construction for 02-019, Yale Village
Apartments in Houston; 02-020 Kings Row Apartments in Houston; 02-021 Continental Terrace
Apartments in Ft. Worth; and 02-022 Castle Gardens Apartments in Lubbock, Texas.
Passed Unanimously

Printice Gary, Partner, Carlton Construction Company, Houston, Texas
Mr. Gary requested an extension for the Refugio Street Apartments in San Antonio, Texas, due to satisfy
the many stakeholders in the San Antonio community.

(e) Extensions for Commencement of Substantial Construction:
02-086 Refugio Street Apartments, San Antonio, Texas
Motion made by Norberto Salinas and seconded by Shad Bogany to approve the extension for
commencement of substantial construction for 02-086 for Refugio Street Apartments, San
Antonio, Texas.
Passed Unanimously

REPORT ITEMS

Executive Directors Report

Update on Response to Public Comment from Ability Resources, Inc. at the December Board Meeting
Ms. Carrington stated staff is continuing to have discussions with Mr. Sewell of Ability Resources
Inc. and will hold those discussions until a resolution is worked out on how to handle those
transactions.

Request for Attorney General Opinion from Representative Talton concerning the 2004 Qualified
Allocation Plan and Private Activity Bond Program
Ms. Carrington stated Representative Talton requested an opinion from the Attorney General on
the 2004 Qualified Allocation Plan and the deadline for comments to the Attorney Generals office
is February 23, 2004. TDHCA will have a response to this request.

Mr. Conine asked that the response be furnished to the Board members for review before it is
sent to the Attorney Generals office.

EXECUTIVE SESSION
If permitted by law, the Board may discuss any item listed on this agenda in Executive Session

OPEN SESSION
Action in Open Session on ltems Discussed in Executive Session

Ms. Anderson stated there would be no Executive Session held.
ADJOURN
Motion made by C. Kent Conine and seconded by Shad Bogany to adjourn the meeting.

The meeting adjourned at 12:50 p.m.
Respectfully submitted,

Delores Groneck
Board Secretary

Bdminfeb



PROGRAMS COMMITTEE MEETING
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
507 Sabine, Room 437, Austin, Texas 78701

Thursday, March 11, 2004 8:30 a.m.
AGENDA
CALL TO ORDER, ROLL CALL C. Kent Conine
CERTIFICATION OF QUORUM Committee Chair

PUBLIC COMMENT

The Programs Committee of the Board of the Texas Department of Housing and Community
Affairs will solicit Public Comment at the beginning of the meeting and will also provide for Public
Comment on each agenda item after the presentation made by department staff and motions
made by the Committee.

The Programs Committee of the Board of the Texas Department of Housing and Community
Affairs will meet to consider and possibly act on the following:

ACTION ITEMS
Iltem 1 Presentation, Discussion and Possible Approval of Minutes of  C. Kent Conine
Programs Committee Meeting of February 11, 2004

Item 2 Overview of the HOME Program Edwina Carrington

Item 3 Discussion of Calendar of Items to be Discussed at Future Edwina Carrington
Programs Committee Meetings
(i.e. Preservation, HOME Program, Draft Bond Rule, Draft Qualified
Allocation Plan, etc.)

EXECUTIVE SESSION C. Kent Conine
If permitted by law, the Committee may discuss any item listed on this
agenda in Executive Session

OPEN SESSION C. Kent Conine
Action in Open Session on ltems Discussed in Executive Session

ADJOURN C. Kent Conine
To access this agenda and details on each agenda item in the board book, please visit our

website at www.tdhca.state.tx.us or contact the Board Secretary, Delores Groneck, TDHCA, 507
Sabine, Austin, Texas 78701, 512-475-3934 and request the information.

Individuals who require auxiliary aids, services or sign language interpreters for this meeting
should contact Gina Esteves, ADA Responsible Employee, at 512-475-3943 or Relay Texas at 1-
800-735-2989 at least two days before the meeting so that appropriate arrangements can be
made.

Non-English speaking individuals who require interpreters for this meeting should contact Delores
Groneck, 512-475-3934 at least three days before the meeting so that appropriate arrangements
can be made.



PROGRAMS COMMITTEE MEETING
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
The Westin Galleria Dallas
13340 Dallas Parkway, Consular/Congressional Room, Dallas, Texas 75240
February 11, 2004 8:00 a.m.

Summary of Minutes

CALL TO ORDER, ROLL CALL

CERTIFICATION OF QUORUM

The Programs Committee Meeting of the Texas Department of Housing and Community Affairs of
February 11, 2004 was called to order by Committee Chairman C. Kent Conine at 8:13 a.m. It was held at
Westin Galleria Dallas, 13340 Dallas Parkway, Consular/Congressional Room, Dallas, Texas. Roll call
certified a quorum was present.

Members present:

C. Kent Conine — Chair
Beth Anderson — Member
Vidal Gonzalez — Member

PUBLIC COMMENT

The Committee will solicit Public Comment at the beginning of the meeting and will also provide for Public
Comment on each agenda item after the presentation made by department staff and motions made by
the Committee.

Mr. Conine called for public comments and no one wished to give any comments.

ACTION ITEMS

(1) Presentation, Discussion and Possible Approval of Minutes of Programs
Committee Meeting of January 13, 2004
Motion made by Beth Anderson and seconded by C. Kent Conine to approve the minutes of the
Program Committee Meeting of January 13, 2004.
Passed with 2 ayes (Ms. Anderson and Mr. Conine) and 1 abstentation (Mr. Gonzalez abstained
as he was not in attendance at the January 13, 2004 meeting).

(2) Presentation and Discussion on Staff Updates to Committee on Requested Items from
Previous Program Committee Meeting:
2003 Performance by Funding Source, Specific Activities and Income Categories
2004 Projected Housing Funding By Activity
Bond and Tax Credit Funding
Ms. Edwina Carrington stated that in January the staff provided charts and graphs on utilizing all
funding sources of TDHCA. The Committee requested more detailed information so they would
have an idea of what the dollars, what TDHCA performance was and what were the numbers on
individuals and families being served. The funding source was given on the new chart provided,
including specific activities of the department and the income categories served.

Ms. Sarah Anderson stated Rider 3 states that the Department has to put $3 million annually in
Housing Programs for 0%-30% AMFI individuals and families. She also stated of the projected
housing funding by activity about $30-$40 million would qualify for Rider 3.

Ms. Elizabeth Anderson had questions on the $6.6 million for OCI and wanted to know what
these funds were being spent on. This information will be given to the Board at the next meeting.



()

Ms. Carrington stated on the junior lien proceeds that go into preservation the Department does
this through an open cycle and there is about $300,000 left in this program.

Presentation, Discussion and Possible Approval of Suggested Changes To Performance
Measures

Ms. Carrington stated the Department is reviewing performance measures for the next biennium.
These measures are reported to the Legislative Budget Board and the Governors Office of
Budget and Planning. These measures are completed on a quarterly basis and are used as a
monitoring tool by the LBB, Governors Office and the Legislature. TDHCA would like to reflect
both the legislative and organization changes in the Department and ensure that these changes
are institutionalized. TDHCA wants to make the performance measures more meaningful for
long-term planning and wants to deliver more accurate information regarding the Department’s
performance. Staff has changed the way the performance measures have been structured and
organized from a funding source to focusing on the activities.

Ms. Carrington stated it is important for the LBB, the Governors and the Legislature to have a big
picture as TDHCA advances multifamily housing, finances single family housing and provides
services for the very low income through the Community affairs programs. The main categories in
the performance measures are Affordable Housing, Technical Assistance, Poor and Homeless,
Ensure Compliance and Manufactured Housing. Under each category is a description of how
each category is funded and what is accomplished in each category.

The Committee requested that the performance measures be on the Programs Committee
agenda for March 2004 and the Committee will have a recommendation to the full Board. The
Committee also stated they will also review the Down Payment Assistance Program and the
HOME Program at the March 2004 meeting which will be a longer meeting.

Mr. Gonzalez asked for information on the Poor and Homeless and if the percentages were
figures previously served or a goal for the department to attain. Ms. Sarah Anderson will get
more information to him.

EXECUTIVE SESSION
If permitted by law, the Committee may discuss any item listed on this agenda in Executive

Session

OPEN SESSION
Action in Open Session on ltems Discussed in Executive Session

Mr. Conine announced that there will be no Executive Session held.

ADJOURN

The meeting adjourned at 8:50 a.m.

Respectfully submitted,

Delores

Groneck

Board Secretary

pcminfeb



CENTER FOR HOUSING RESEARCH, PLANNING, AND COMMUNICATIONS

Programs Committee
March 11, 2004

Discussion Item

In order to facilitate the Programs Committee discussion of the Home Investment Partnerships
Program (HOME), the following information from the 2004 Consolidated Plan — One-Year
Action Plan is provided for your review:

Overview

Applicable Federal and State Regulations
Eligible Applicants

Planning Process and Public Participation
Historical Overview of Program Activities'
Estimated PY 2004 Beneficiaries

Current Activities

Set Asides

Fund Distribution

Competitive Review of Applications
Selection Process

Match Requirements

De-obligated HOME Program Funds

VVVVVVVVVVVVYY

In addition you will find the following attachments:
» Attachment A: Local Participating Jurisdictions
» Attachment B:
o HOME Program Activity History for 1997-2004 (Based on Consolidated Plan —
One-Year Action Plan Targets)
o 2002-2003 Performance Broken down by:
= Funds awarded by activity
= Total contracts awarded per activity
= Funds awarded by set aside

! Historical targets compiled from previous One-Year Action Plans.




HOME INVESTMENT PARTNERSHIPS PROGRAM

OVERVIEW

The HOME Program, established by Congress in 1990 through Title Il of the Cranston-Gonzalez National
Affordable Housing Act, provides multi-year housing strategies for "participating jurisdictions" (PJs) to
strengthen public-private partnerships and provide more affordable housing via block grants. PJs are
units of government so designated by the U.S. Department of Housing and Urban Development (HUD). In
general, many of the larger cities and counties in Texas are PJs in their own right. TDHCA receives a
statewide block grant of HOME funds for areas of the state which have not received a separate PJ status
from HUD. See Attachment A for the list of Texas PJs.

The purpose of the State of Texas Home Investment Partnerships (HOME) Program is to expand the
supply of decent, safe, and affordable housing for extremely low, very low, and low-income households
and to alleviate the problems of excessive rent burdens, homelessness, and deteriorating housing stock.
HOME strives to meet both the short-term goal of increasing the supply and the availability of affordable
housing and the long-term goal of building partnerships between State and local governments and private
and nonprofit organizations in order to strengthen their capacity to meet the housing needs of low, very
low, and extremely low-income Texans. The Department provides technical assistance through
application and implementation workshops to all recipients of HOME funds in order to ensure that all
participants meet and follow the State implementation guidelines and federal regulations.

TDHCA will receive approximately $45,000,000 from HUD for Program Year 2004.

APPLICABLE FEDERAL AND STATE REGULATIONS

HOME funds will be distributed in accordance with the eligible activities and eligible costs listed in 24 CFR
92.205 - 92.209 and 10 TAC Chapter 53. All local administrators will be required to execute certifications
that the program will be administered according to federal HOME regulations and State HOME Rules.

ELIGIBLE APPLICANTS

e Units of General Local Government

e Nonprofit and For-profit Organizations

e  Community Housing Development Organizations (CHDOs)
e Public Housing Agencies (PHAS)

THE PLANNING PROCESS AND PUBLIC PARTICIPATION

The Department determines the activities that will be undertaken through the HUD prescribed
Consolidated Planning process, which includes an analysis of needs data such as Census and a TDHCA
conducted community needs survey, substantial public input, and implementation of state priorities.

Each year the Department produces a draft version of a funding plan taking into account input that is
given throughout the year from public hearings and forums, application and implementation workshops,
TDHCA Board of Directors meetings, and TDHCA sponsored working groups. The draft is then released
and made available for public comment for a minimum of 30 days. During that time public hearings are
held across the state — one in each of the 13 Uniform State Service Regions. During the public comment
period, citizens and organizations are encouraged to attend the hearings or send written comment on the
Plan via mail, email, or fax. All public comment is reviewed, summarized, and responded to by staff. This
“reasoned response” document is included in the appendix of the final allocation plan and is made
available to the Board prior to the meeting where the Plan will receive final approval.

The planning process is intended to give each participating jurisdiction the flexibility to design the program
according to its identified needs. Traditionally the HOME Program has been the main funding source
used by the Department to address pilot programs and other legislative initiatives such as Rider 3,
Contract for Deed Conversions, and the Governor’s Executive Order regarding the Olmstead initiative to
name a few.



HISTORICAL OVERVIEW OF PROGRAM ACTIVITIES

See Attachment B for a historical overview of activities funded by the HOME program from 1997-2004.
these figures are based on targets that are set through the Consolidated Plan — One-Year Action Plans.
Actual award amounts may vary depending on the type of applications submitted to the Department.
Charts detailing funding information for 2002-2003 are also included in Attachment B.

ESTIMATED PY 2004 BENEFICIARIES

The Department estimates that it will assist approximately 2,300 low, very low, or extremely low-income
households. These figures are based on targets for performance measures as reported to the Legislative
Budget Board.

CURRENT ACTIVITIES

Allocation of PY 2004 funds
Total estimated HOME Allocation for PY 2004 $45,000,000
Less Administration Funds (10% of Allocation) $ 4,500,000
Less CHDO Project Funds Set Aside (15% of Allocation) $ 6,750,000°
Less CHDO Operating Expenses Set Aside (5% of CHDO Set Aside) $ 337,500
Less Set Aside for Persons with Disabilities (5% of Allocation) $ 2,250,0007
Less Set Aside for Olmstead Populations $ 2,000,000
Less Set Aside for Contract for Deed Conversions $ 2,000,000
Less Set Aside for Rental Housing Preservation Program $ 2,000,000
Less Set-Aside for Rental Housing Development Program $ 3,000,000
Remaining Project Funds subject to Regional Allocation $22,162,500

! $1,000,000 will be reserved from this set aside for the Colonia Model Subdivision Program. If sufficient applications
are not received for this activity, the remaining funds will be used for other CHDO eligible activities.
2 $500,000 will be reserved from this set aside for the Texas Home of Your Own Program.

Homebuyer Assistance
Down payment and closing cost assistance is provided to homebuyers for the acquisition of affordable
single-family housing. This activity may also be used for the following:
¢ Construction costs associated with architectural barrier removal in assisting homebuyers with
disabilities by modifying a home purchased with HOME assistance to meet their accessibility
needs.
e Acquisition and rehabilitation costs associated with contract for deed conversions to serve Colonia
residents.
o Construction costs associated with the rehabilitation of a home purchased with HOME assistance.

Eligible homebuyers may receive loans up to $10,000 per household for down payment and closing
costs, depending on the location of the property, in the form of a 2" or 3" lien, zero-interest, deferred-
forgivable 10-year loan. Eligible homebuyers with disabilities may receive loans up to $15,000 for down
payment and closing costs, regardless of the location of the property, in the form of a deferred-forgivable
loan. The Homebuyer Assistance loans are to be repaid at the time of resale of the property, refinance of
the first lien, or repayment of the first lien, if any of these occurs before the end of the 10-year term. The
amount of recapture will be based on the pro-rata share of the remaining term since one-tenth of the
amount of the loan will be forgiven each year.

At the completion of the assistance, all properties must meet the State of Texas Minimum Construction
Standards or the Colonia Housing Standards, if located in a colonia, and local building codes.
Compliance with the basic access standards in new construction, established by §2306.514, Texas
Government Code, is also required for any applicants utilizing federal or State money administered by the
Department in the construction of single family homes.



For PY 2004 funds, this activity will comprise 35% of the HOME allocation that will be available through
the Regional Allocation Formula process — approximately $7,756,875.

Owner-Occupied Housing Assistance

Rehabilitation or reconstruction cost assistance, in the form of grants, is provided to homeowners for the
repair or reconstruction of their existing homes. The homes must be the principal residence of the
homeowner.

At the completion of the assistance, all properties must meet the State of Texas Minimum Construction
Standards and local building codes. If a home is reconstructed, the applicant must also ensure
compliance with the universal design features in new construction, established by §2306.514, Texas
Government Code, required for any applicants utilizing federal or state money administered by the
Department in the construction of single family homes.

This activity will comprise 45% of the HOME allocation that will be available through the Regional
Allocation Formula process — approximately $9,973,125.

Tenant Based Rental Assistance

Rental subsidy and security and utility deposit assistance is provided to tenants, in accordance with
written tenant selection policies, for a period not to exceed two years. TBRA allows the assisted tenant to
live in and move to any dwelling unit with a right to continued assistance with the condition that assisted
families participate in a Self-Sufficiency Program.

This activity will comprise 20% of the HOME allocation that will be available through the Regional
Allocation Formula process — approximately $4,432,500.

SET ASIDES

Reasons for the various set asides are included in parenthesis.

CHDO (Federal Requirement)

A minimum of 15 percent of the annual HOME allocation, approximately $6,750,000 (plus $337,500 in
operating expenses) is reserved for CHDOs. CHDO set-aside projects are owned, developed, or
sponsored by the CHDO, and result in the development of rental units or homeownership.
Development includes projects that have a construction component, either in the form of new
construction or the rehabilitation of existing units.If the CHDO owns the project in partnership, it or its
wholly-owned for-profit or nonprofit subsidiary must be the managing general partner. These
organizations can apply for multifamily rental housing acquisition, rehabilitation, or new construction, as
well as for the acquisition, rehabilitation, or new construction of single family housing (through direct
funding or loan guarantees). CHDOs can also apply for homebuyer assistance if their organization is the
owner, developer, or sponsor of the single family housing project. In order to provide adequate funding
per project this activity will not be subject to the Regional Allocation Formula for PY 2004.

Rental Housing Development

Awards provided solely to CHDOs for the acquisition, rehabilitation, or new construction of
affordable rental housing units. Owners are required to make the units available to low, very low,
and extremely low-income families and must meet long-term rent restrictions. A standard
underwriting review will be performed on applications under this activity. The Department will
determine based on the underwriting review whether the award will be made as a loan or grant.
Owners of rental units assisted with HOME funds must comply with initial and long-term income
restrictions and must keep the units affordable for a minimum period required by HUD. Housing
assisted with HOME funds must, upon completion, meet all applicable local codes and the Texas
Minimum Construction Standards and comply with Section 504. Additionally, the owner and/or all
future owners of a HOME-assisted rental project must maintain all units in full compliance with local
codes, the Texas Minimum Construction Standards, as may be amended from time to time, and the
504 requirements, for the full required period of affordability The Department’s Real Estate Analysis
Division recommends terms of the loans provided under this activity.



In an effort to promote integrated housing, large projects (50 or more units) may set aside no more
than 18% of the units of a multifamily development for people with disabilities. Similarly, in small
projects (less than 50 units) no more than 36% of the units of a multifamily development may be set
aside for people with disabilities. Note that these percentages refer to the units that are to be solely
restricted for persons with disabilities. The policy does not prohibit a property from having a higher
percentage of occupants that are disabled, it simply requires that a property neither market entirely,
not limit occupation to, persons with disabilities or other special needs populations. Elderly
properties are exempt from this policy.

CHDO Operating Expenses

This allowable cost is for the reimbursement of operating expenses incurred by a CHDO. Up to 50
percent or $50,000 of the CHDO's total annual operating expenses, whichever is greater, may be
provided to CHDO applicants receiving HOME funds for the cost of operating their organization.

Rental Housing Preservation (State Priority/Board Policy)
Awards for eligible applicants are to be used for the acquisition and/or rehabilitation (including barrier
removal activities) for the preservation of existing affordable or subsidized rental housing.

Eligible applicants include non-profit organizations, CHDOs, units of general local government, for-profit
housing development organizations, sole proprietors and public housing authorities.

Owners are required to make the units available to low, very low, and extremely low income families and
must meet long-term rent restrictions. A standard underwriting review will be performed on applications
under this activity. The Department will determine based on the underwriting review whether the award
will be made as a loan or grant. Owners of rental units assisted with HOME funds must comply with initial
and long-term income restrictions and must keep the units affordable for a minimum period required by
HUD. Housing assisted with HOME funds must, upon completion, meet all applicable local codes and the
Texas Minimum Construction Standards. Additionally, the owner and/or all future owners of a HOME-
assisted rental project must maintain all units in full compliance with local codes, the Texas Minimum
Construction Standards, as may be amended from time to time, and the 504 requirements, for the full
required period of affordability. Terms of the loans provided under this activity are recommended by the
Department’s Underwriting Section. All multifamily units created or retrofitted through this program must
comply with Section 504. These funds will not be subject to the Regional Allocation Formula.

In an effort to promote integrated housing, large projects (50 or more units) may set aside no more than
18% of the units of a multifamily development for people with disabilities. Similarly, in small projects (less
than 50 units) no more than 36% of the units of a multifamily development may be set aside for people
with disabilities.

Rental Housing Development (Public Comment/Staff Recommendation/Board Policy)
Awards for eligible applicants are to be used for the development of multifamily rental housing.

Eligible applicants include non-profit organizations, CHDOs, units of general local government, for-profit
housing development organizations, sole proprietors and public housing authorities.

Owners are required to make the units available to low, very low, and extremely low income families and
must meet long-term rent restrictions. A standard underwriting review will be performed on applications
under this activity. The Department will determine based on the underwriting review whether the award
will be made as a loan or grant. Owners of rental units assisted with HOME funds must comply with initial
and long-term income restrictions and must keep the units affordable for a minimum period required by
HUD. Housing assisted with HOME funds must, upon completion, meet all applicable local codes and the
Texas Minimum Construction Standards. Additionally, the owner and/or all future owners of a HOME-
assisted rental project must maintain all units in full compliance with local codes, the Texas Minimum
Construction Standards, as may be amended from time to time, and the 504 requirements, for the full
required period of affordability. Terms of the loans provided under this activity are recommended by the
Department’s Underwriting Section. These funds will not be subject to the Regional Allocation Formula.



In an effort to promote integrated housing, large projects (50 or more units) may set aside no more than
18% of the units of a multifamily development for people with disabilities. Similarly, in small projects (less
than 50 units) no more than 36% of the units of a multifamily development may be set aside for people
with disabilities.

Contract for Deed Conversions (State Requirement)

In 2003, the 78™ Legislature passed Appropriations Rider 10 to TDHCA'’s appropriation, which requires
the Department to spend no less than $4 million per biennium on contract for deed conversions for
families that reside in a colonia and earn 60 percent or less of the Applicable Area Median Family Income
(AMFI). Furthermore, the Department should convert no less than 400 contracts for deeds into traditional
notes and deeds of trust by August 31, 2004. The intent of this program is to help colonia residents
become property owners by converting their contracts for deeds into traditional mortgages. Households
served under this initiative must be permanent legal residents of this country and must not earn more
than 60 percent of AMFIl. The properties proposed for this initiative must be located in a colonia as
identified by the Texas Water Development Board colonia list or meet the Department's definition of a
Colonia.

To assist the Department in meeting this mandate, $2,000,000 in HOME program funds will be targeted
to assist households described under this initiative. These funds will not be subject to the Regional
Allocation Formula.

Colonia Model Subdivision Loan Program (State Requirement)

Per Subchapter GG of Chapter 2306, Texas Government Code created the intent of this program is to
provide low interest rate or possibly interest-free loans to promote the development of new, high-quality,
residential subdivisions, that provide alternatives to substandard colonias, and housing options affordable
to individuals and families of extremely low and very low income who would otherwise move into
substandard colonias. The Department will only make loans to CHDOs certified by the Department and
for the types of activiies and costs described under the previous section regarding CHDO
Predevelopment Loans.

To assist the Department in meeting this mandate, $1,000,000 in HOME program funds will be targeted
to assist households described under this initiative. These funds will not be subject to the Regional
Allocation Formula.

Persons with Disabilities (State Requirement)

A minimum of 5 percent of the annual HOME allocation is reserved for applicants serving persons with
disabilities — approximately $2,250,000. Eligible applicants include nonprofits, units of general local
government, and PHAs with documented histories of working with special needs populations. Eligible
activities include homebuyer assistance, owner occupied housing assistance, and tenant based rental
assistance. These funds will not be subject to the Regional Allocation Formula.

A minimum of $500,000 will be reserved under this set aside for the Texas Home of Your Own (HOYO)
Program for homebuyer assistance. The program coordinates existing homeownership services, which
streamlines the process homebuyers must follow. HOYO combines homebuyer counseling, down
payment assistance, and architectural barrier removal.

All housing related applications intended to serve persons with disabilities must adhere to the
Department’s Integrated Housing Rule.

Olmstead Population (Governor’s Executive Order RP-13/Staff Recommendation/Board Policy)

In an effort to address the Supreme Court Olmstead Decision (related to the de-institutionalization of
persons with disabilities), for PY 2004 TDHCA will allocate $2,000,000 towards those populations outlined
in §531.055, Texas Government Code.? These funds will be used for tenant based rental assistance,
including security deposits. These funds will not be subject to the Regional Allocation Formula.

?|nstitutional housing meaning: (a) an ICF-MR, as defined by Section 531.002, Health and Safety Code, (b) a nursing facility; (c) a
state hospital, state school, or state center maintained and managed by the Texas Department of Mental Health and Mental
Retardation; or (d) an institution for the mentally retarded licensed or operated by the Department of Protective and Regulatory



Administrative Expenses

This allowable cost is for the reimbursement of costs associated with the administration of the HOME
Program. Up to 4 percent of project dollars awarded may be provided to applicants receiving HOME
funds for the cost of administering the program. For-profit organizations are not eligible to receive this
fee. The Department retains the balance of the fee to cover the internal cost of administering the
statewide program. The Department may utilize these funds for construction and 504 inspection costs as
needed.

FUND DISTRIBUTION

Regional Allocation Formula (RAF)

Section 2306.111, Texas Government Code mandates the Department to allocate housing funds
awarded in the HOME, Housing Trust Fund and Low Income Housing Tax Credit Program to each
Uniform State Service Region using a formula, developed by the Department.

Project funds, with the exception of the CHDO Set Aside, Set Asides for Persons with Disabilities,
Olmstead Populations, Contract for Deed Conversions, Colonia Model Subdivisions, Rental Housing
Preservation, and Rental Housing Development will be awarded based on the Regional Allocation
Formula utilizing the following percentage per region.

% of
Funding Funding % of
c Overall Available to Available Funding
Ke} Funding Regional Urban/ Funding | to Urban/ | Available to
o Available to Funding Exurban Available to [ Exurban Rural
X | Reference City the Region | Distribution Areas Rural Areas Areas Areas
1 | Plainview $1,350,462 6.1% $- $1,350,462 0.0% 100.0%
2 | Brownwood $1,099,989 5.0% $15,706 $1,084,283 1.4% 98.6%
3 | Carrolton $3,863,801 17.4% $2,757,243 $1,106,558 71.4% 28.6%
4 | Texarkana $2,774,549 12.5% $598,939 $2,175,610 21.6% 78.4%
5 | Lufkin $1,497,124 6.8% $145,081 $1,352,043 9.7% 90.3%
6 | League City $1,586,233 7.2% $686,441 $899,792 43.3% 56.7%
7 | Round Rock $1,443,461 6.5% $764,150 $679,311 52.9% 47.1%
8 | Temple $1,114,795 5.0% $513,617 $601,178 46.1% 53.9%
9 | New Braunfels $1,255,071 5.7% $30,833 $1,224,238 2.5% 97.5%
10 | Victoria $1,779,084 8.0% $394,470 $1,384,614 22.2% 77.8%
11 | Del Rio $2,451,189 11.1% $360,711 $2,090,478 14.7% 85.3%
12 | Midland $1,222,856 5.5% $568,719 $654,137 46.5% 53.5%
13 | Socorro $723,886 3.3% $299,332 $424,554 41.4% 58.6%
Total $22,162,500 100.0% $7,135,240 | $15,027,260 32.2% 67.8%

Section 2306.111, Texas Government Code also mandates that the Department is to allocate no less
than 95 percent of the HOME Program Funds to applicants which serve households located in a non-
participating jurisdiction (non-PJ). In addition, five percent of the HOME Program Funds are to be
allocated to applicants serving person with disabilities. HOME Program Funds under this 5 percent set-
aside may be used to serve households in participating jurisdictions.

Special Needs Populations

Services. Note that SB 367, from the 77" Legislative Session, expanded the state’s definition of the Olmstead Population to
include not only those individuals who had been served in a state mental health facility for twelve months, but also those individuals
who had three inpatient hospitalizations within a 180-day period to a TDMHMR facility (State hospital) to be presumed at imminent
risk of institutionalization.



The Department intends to allocate a minimum of 20 percent of the annual HOME allocation to applicants
serving persons with special needs. Eligible applicants include nonprofits, units of general local
government, and PHAs with documented histories of working with special needs populations. Eligible
activities include homebuyer assistance, owner occupied housing assistance, and tenant based rental
assistance. Additional scoring criteria has been established under each of the eligible activities to assist
the Department in reaching its goal.

All housing related applications intended to serve persons with disabilities must adhere to the
Department’s Integrated Housing Rule.

COMPETITIVE REVIEW OF APPLICATIONS

With the exception of the CHDO, Persons with Disabilities, Olmstead Populations, Contract for Deed
Conversions, Rental Housing Preservation, and Rental Housing Development set asides, HOME project
funds will be awarded through regional competitions as per State of Texas HOME Program Rules, 10
TAC Sections 53.50-53.63. General Selection Criteria is listed in the State of Texas HOME Program
Rules, 10 TAC Sections 53.50-53.63 and forms the basis for the State’s development of scoring criteria
for each activity. Scoring criteria will include the implementation of various bills, riders, and agency goals,
which will be defined in the application process. The Department will conduct the review and scoring of
all applications, by region where applicable, and make recommendations for funding. It is anticipated that
the CHDO, Olmstead Populations, Contract for Deed Conversions, Rental Housing Preservation, and
Rental Housing Development set asides will be awarded through an open funding cycle. If this funding
structure encounters proposed changes, the Department will submit notification in the Texas Register and
send a mail-out to the Center for Housing Research, Planning, and Communications’ notification list
recipients.

SELECTION PROCESS

All applications for funds received are reviewed for threshold requirements regarding application
documentation and compliance with Department requirements on previously awarded contracts.
Qualifying applications are then ranked using scoring criteria that reflects the Department’s housing
priorities and then applicants are funded only if the score exceeds the minimum score established in the
State of Texas HOME Program rules. The highest scoring applicant per activity will be recommended up
to the limit of funds available per activity and region, with priority given to applicants serving special needs
populations. Should an activity not have enough qualified applicants, the funds will be redirected to the
next activity in the region that had a higher number of qualified applicants.

MATCH REQUIREMENTS

The Department will provide matching contributions from several sources for HOME funds drawn down
from the State’s HOME Investment Trust Funds Treasury account within the fiscal year. The State
sources include the following:

a) Loans originated from the proceeds of single-family mortgage revenue bonds issued by the State.
TDHCA will apply no more than 25 percent of bond proceeds to meet its annual match
requirement.

b) Match contributions from the State’s Housing Trust Fund to affordable housing projects that are
not HOME-assisted, but that meet the requirements as specified in 24 CFR 92.219(b)(2).

c) Eligible match contributions from State recipients, as specified in 24 CFR 92.220.

Additionally, the Department will continue to carry forward match credit.

DEOBLIGATED HOME PROGRAM FUNDS

When administrators have not been successful expending the HOME funds within their contract period,
the Department deobligates the funds and pools the dollars to award applicants according to the
Department’s Deobligation Policy. The Department’'s Deobligation Policy allows for awards from
deobligated funds only for the following categories: Appeals from Applicants that are approved by the
Depatment’'s Board, Disaster Relief Applicants, Special Needs Applicants, Applicants serving the



Colonias, and for other eligible uses as determined by TDHCA's Board of Directors, or the Executive
Director, at the Board's direction.



ATTACHMENT A: LOCAL PARTICIPATING JURISDICTIONS

A Participating Jurisdiction (PJ) is a state or local government that has been designated by the
U.S. Department of Housing and Urban Development to administer federal HOME funds. Most
large cities and populated counties are PJs and such departments administer various housing

programs.

PJ Funding
ABILENE $644,789
AMARILLO $1,049,913
ARLINGTON $1,585,398
AUSTIN $4,679,983
BEAUMONT $839,328
BROWNSVILLE $1,352,753
BRYAN $500,388
COLLEGE STATION $755,095
CORPUS CHRISTI $1,848,127
DALLAS $8,952,836
DENTON $620,722
EL PASO $4,159,539
FORT WORTH $3,342,272
GALVESTON $616,711
GARLAND $882,448
GRAND PRAIRIE $596,655
HARLINGEN $424 177
HOUSTON $14,700,782
IRVING $1,167,238
KILLEEN $511,419
LAREDO $1,444,006
LONGVIEW $444,232
LUBBOCK $1,308,630
MC ALLEN $692,922
ODESSA $516,433
ORANGE $766,125
PASADENA $849,356
PLANO $521,447
PORT ARTHUR $501,391
SAN ANGELO $480,333
SAN ANTONIO $7,315,294
TYLER $560,555
WACO $1,087,016
WICHITA FALLS $574,594
BEXAR COUNTY $682,894
BRAZORIA COUNTY $735,039
DALLAS COUNTY $696,933
FORT BEND COUNTY $584,622
HARRIS COUNTY $3,878,760
HIDALGO COUNTY $3,096,590
MONTGOMERY COUNTY $546,516
ARRANT COUNTY $1,411,917
Washington Consortium: (Counties served:

Brazos, Burleson, Grimes, Leon, Madison, $570,583

Robertson, Washington)



Home- Rental Single Interim Contract for
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Occupi