
MULTIFAMILY FINANCE PRODUCTION DIVISION 

BOARD ACTION REQUEST 
December 18, 2008 

 
Action Item 

 
Presentation, Discussion and Possible Consideration of Appeal of Decision to Not Approve 
Ownership Transfer of Credits Prior to Issuance of 8609’s. 
 
 

Requested Action 
 
Approve, Deny or Approve with Amendments a determination on the appeal. 
 
 

Background and Recommendations 
 
Candlewick Apartments - #07226 
 

This owner is appealing the denial of an Ownership Transfer of the Housing Tax Credits prior to the 
issuance of the IRS Forms 8609. 

Staff denied the initial request based on both the 2008 Qualified Allocation Plan and Rules (QAP) 
and the Portfolio Management and Compliance (PMC) rules.   §50.17 of the QAP requires a 
development owner to “…provide evidence that a hardship is creating the need for the transfer…” 
(examples in the rule include bankruptcy and removal by a partner, etc.) and §60.122 of the PMC 
rules concludes the Department will not transfer ownership to an owner that is currently in material 
non-compliance. 

The requesting applicant received an award of housing tax credits in 2007. The current general 
partner is Candlewick Housing and Economic Development Corporation, a Texas public facility 
corporation organized as an instrumentality of the Cameron County Housing Authority. The owner 
originally asserted to the Department that the change in the general partner was needed to receive 
additional funding from the City of Brownsville and Cameron County Housing Authority no longer 
wanted to continue as the general partner.  It should be noted that the owner has not requested a 
revision to their budget reflecting a need for new sources or a funding commitment or other 
documentation to approve an amended the budget that would demonstrate the funding changes.    

In the course of the appeal, the owner asserted the reason for the transfer is the “removal” of the 
general partner at the request of the equity partner, First Sterling Investor 146, LLC. thus, justifying 
the “need” for the transfer. The Department does not have any confirmation from the equity investor 
of this removal. Part of the reason for the lack of documentation may be that the owner has not 
provided evidence that the equity partner has closed on the partnership agreement and therefore, First 
Sterling Investor 146, LLC. is only the proposed equity partner and has no rights or interests in the 
project to request a removal.  

Even if the Board found that the potential equity partner’s request was sufficient need, the 
Department has also identified material non-compliance with a development that is directly related to 
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Esiquio Luna, Jr., the Executive Director, of the proposed new general partner, Brownsville Housing 
Management Corporation, a Texas public facility corporation organized by the Housing Authority of 
the City of Brownsville. Mr. Luna will also have direct responsibility with the operations of the 
Candlewick Apartments if the transfer were to be approved. The material non-compliance issues 
which has been conceded by the owner’s representative in correspondence makes the approval of this 
transfer a violation of the Board’s PMC rules. 

Staff denied the transfer initially because the owner did not show any valid reason for a hardship that 
would allow a transfer. Subsequently, the inconsistencies in the information provided with the 
request to transfer make the request incomplete and reinforce the denial for a transfer in general and 
the non-compliance issues with this requested transferee place additional hurdles in the approval 
process.  

Relevant documentation related to this appeal is provided behind the Board Action Request.   
 
Applicant:  Chicory GP – VI, Inc. 
Site Location: 1155 Paredes Line Road  
City/County:  Brownsville/ 
Regional Allocation Category:  Urban 
Set Aside  At-Risk 
Population Served:  General 
Region:  11 
Type of Development:  Rehabilitation 
Units:  132 
Credits Requested: $981,612 
 
Staff Recommendation: Staff denied the request and is recommending that the Board 

deny the appeal. 
 




















