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PROCEEDINGS

MS. ANDERSON: Call to order the December 11
meeting of Texas Department of Housing and Community
Affairs. Our first order of business is roll call. Beth
Anderson, Chair, is present. Mr. Conine?

MR. CONINE: 1"m here.

MS. ANDERSON: Mr. Bogany?

MR. BOGANY: Here.

MS. ANDERSON: Mr. Gonzalez?

MR. GONZALEZ: Here.

MS. ANDERSON: Mr. Gordon?

MR. GORDON: Here.

MS. ANDERSON: And Mayor Salinas.

MR. SALINAS: Here.

MS. ANDERSON: So we have a quorum, we have SiX
present and no absent.

The first order of business is public comment.

The Board solicits public comment at the beginning of the
meeting and also provides an option for you to instead
deliver your public comments at the appropriate agenda
item that i1s your iInterest.

And 1 have a number of witness affirmation
forms in front of me. Is everyone that would like to give
public comment provided our desk with a witness

affirmation form? Great. Then as we go through these,
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you can tell me if you prefer to speak now or at the
agenda item.

The first witness affirmation form I have is
for State Representative Ken Mercer.

MR. MERCER: Good morning. |If you can bear
with me on me -- well, it sounds better on a microphone,
my voice.

I*m Representative Ken Mercer from northwest
and southwest Bexar County. And first, Beth, thank you
for your new leadership role here, for the Board here.
Present thoughts are with you; 1t"s going to be a great
year.

I represent my constituents from primarily
southwest San Antonio today. And I want to stress most
importantly they all agreed we had to have -- we have a
clear need for affordable quality housing in Bexar County.

To be clear, we have that need, we have a need to follow
the process and make sure i1t"s all agreed upon. In fact,
we even have -- the developers are listening and we even
have schools and communities who want to work with you to
bring more projects to Bexar County where we have the
definite need for more affordable housing.

But they are stressing today that they have a
process they want to make sure we follow. In the letter 1

just passed on, i1t"s a letter of opposition that 1™m
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supporting with my community, and 1 have the support of
the impacted ISD, which is Southwest ISD. You should have
a letter from the superintendent of there. 1711 refer to
part of that in a second.

The 1mpacted homeowners association, the
Southwest Community Association -- primarily Indian Creek
and Sky Harbor -- the impacted council district. Richard
Perez, Councilman Perez, may be here today. He said
there"s a 70 percent chance he*d come here in person and
testify also in opposition to the extension. And we also
have the word of the previous letter from Commissioner
Robert Tejeda, Commissioner, District 1.

So right here we"ve got the big four. If you
add number five, state representatives supporting our
community all In their opposition. 1711 share with you
why they"re opposing.

A couple of comments 1711 refer to quickly
before I get into a quick history of the neighborhood,
from the superintendent i1t said, "The applicant has not
been forthcoming with information for the school district
in a timely fashion.” That"s just a comment from the
superintendent, his letter dated the 8th of December.

And the community association, again, they
said -- they feel they have been targeted, harassed,

because they are a concentrated poor community, a

ON THE RECORD REPORTING
(512) 450-0342




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

29

community of poverty, and with little influence.

And let me explain. This is a community that
always -- we were there last Saturday for the Blue Santa
parade, the police officers. A community 1 applaud, a
community who took it back. A community who -- Sky Harbor
and the area around there was known for years for the gang
problem, the drugs, the assaults at the schools, the
assaults of the elderly, drive-by shootings. Everything
you could imagine was happening in the area of
concentrated poverty. And what they call themselves, the
term for themselves is the working poor. The people that
are working, not for a handout, but a hand-up to better
the community.

And 1 want to stress that this community
here -- and they"re here today to talk to you also --
there®s at least four here to speak to you today. They"re
people who held their hands together. They put their
shoulders to the wheel together, and they stood up
together and they -- as we say in Spanish, they said, Ya
basta, ya basta, no mas, no mas. Enough is enough, and no
more.

And basically, they work with the police
officers hand in hand. They threw out the gangs, the
drugs. They took the community back. They know that they

are a poor community, but they®"re working hard, have a lot
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of great pride and respect for who they are. So this iIs a
community we can applaud.

However, as you saw in homeowners letter, they
feel they are being targeted again. They"re saying, we
need more affordable housing, but 1f you put several more
hundred families in this same unit, we"re competing for
the same jobs, the same services.

And again, my schools and my community are
unique. 1 know you hear throughout the state the NIMBY --
not in my back yard. This is not a NIMBY situation. This
IS a community that said, we"ll work with you to help plan
in the future. The schools want to educate the children.

They want to have 1t in their plan of local bonds and
make sure that the schools are built, and are hiring
teachers i1n a timely manner. They want to do their best
job. They"ve been asking to work with that.

And in the opinion of superintendent, in the
opinion of the schools -- and, I*m sorry, the
homeowners -- that has not happened.

Again, | gave you the brief history. Last
August the homeowners association -- the impacted
homeowners -- 1 stress that. It bothers me when I see
letters of people who are not even impacted iIn the area
writing letters. This iIs the impacted homeowners who are

unanimously against the extension of the project.
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The 1mpacted school district, at their school
board meeting -- again, unanimously. At that time, even
last October, which was the zoning commission -- again,
unanimous. And then there were extensions that were
passed for over and over. And without fail, those
extensions were given. That"s just the history of that.

The people of the community have an honest
distrust and concern of elected officials, and you can
probably understand that. [I1"11 tell you one quick one.

One former city councilman who told the
community several times before how he supported their
opposition. He understood that we need more affordable
housing, but we need to work and build i1t around the area,
not in the same area, to give them the chance to grow and
prosper the way they want. And he was very open about his
support. And all of a sudden, he Fflip-flopped. He said
based on new information, which he just did not share.

A lot of questions concerned about that. A
long story short, that city councilman last Christmas was
given a brand new pair of matching silver bracelets by the
Texas Rangers.

I just want you to understand the distrust the
community has. And they®"re up here now, because I™m
trying to prove to them the process does work. And if you

work that process, and you will listen to them, and will
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hear their concerns.

Again, iIn the past, every extension has been
granted. We understand that. It"s past history, but
today they"re asking for one more extension. And my
purpose, my job, iIs to represent my people, my community.

And again, we"re five-fold: the affected homeowners, the
affected school district, the city councilmen, the county
commissioner, and myself are all asking you, please do not
extend. Let"s win back the confidence of the homeowners.

That the process does work, that they are being heard,
and let"s deny this extension. Thank you.

MR. CONINE: Madam Chairman, may 1 ask a
question?

MS. ANDERSON: Sure.

MR. CONINE: Representative Mercer, thank you
for being here today. Appreciate your interest in this
agency and the programs and the projects.

I*m sure you®"re familiar with the Community
Reinvestment Act and the encouragement of financial
institutions to invest in your local community with
various projects. And I guess my question to you would
be, what should we -- iIt"s just not quite that simple.
What should we say to the financial iInstitutions who will
receive Community Reinvestment Act credit for funding this

particular project, and the syndicators who have already
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purchased the credits? The financial commitment they®ve

already made -- what should we tell them?
MR. MERCER: Well, I know that the credits are
your decision -- where they go back. They"re your

decision, whether they stay in Bexar County or someone
else. That"s not my job. 1°"m not going to micromanage.
You decide what"s best for Texas, what"s best for Bexar
County.

But 1 know that at this point we follow the
process, and there has not been strong support. There has
not been strong support, we“ve known this since last year,
last fall. And we"re still going through the process.

And all 1 know is I"m representing my people. [I"m telling
them, you®re going to come and talk, I said, well, 1711 be
glad to come and join you. My job is to represent you,
and they"re asking again, this is the process.

And the other question would be, well, what 1is
the purpose of having hearings if it"s already been
decided? And 1 believe 1t"s not been decided. It has not
been decided. We"re going forth. But the credits will
come back, and it"s your decision, your board, as to how
those will be reallocated. |Is that proper?

MR. CONINE: Well, I guess my point is, the
banks have already bought the land, they“ve already funded

a lot of the money allocated to this project on the
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predication that the credits would be there. And now to
take them away, you know, after the fact, so to speak,
you"re still left with a financial iInstitution that has
some exposure. And 1 just wonder what your comment to
them would be.

MR. MERCER: Well, 1 think the comment is the
primary work of the community and with the developer, and
see what happened, what was missed. The comments I™m
getting here, they"re saying that the community and the
district, they have not heard anything. They have not
been communicated with.

And their biggest concern -- and I think the
financial iInstitutions want to make sure we have a viable,
long-term contract. |If we"re not getting communication
beforehand, we"re not getting communication during, then
how are we supposed to believe that once it"s built and up
there, that we"ll be able to partner our work together.

But that®s what I"m getting from the comments
from the homeowners, and 1 think the financial
institutions would want a viable project that®s going to
be there. And as a student project manager, 1 know where
we"re at In the project. 1 know where there®s a go/no-go
decision. And today is a go/no-go decision for the board.

MR. BOGANY: Madam Chairman, 1 have a question

for Representative Mercer. | appreciate your being
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here --

MR. MERCER: Thank you, sir.

MR. BOGANY: -- And your comments. 1Is it a
concentration of units iIn this neighborhood, or is it an
overconcentration? 1 mean, | just -- 1"m listening, but
I*m listening for something to tell me why the people are
against this project. |Is 1t assuming that crime is going
to come If it goes there? To me, the school district"s
jobs are to educate whoever comes there. So that"s there
in.

But I"m concerned whether or not -- 1t seems
like they"ve taken back the neighborhood and turned it
around. And what 1°ve heard i1n your comments, and I™m
reading the letters, is that they think by putting
affordable housing there, 1t"s going to go back to where
it was before. And I"m just wondering, is there a
concentration In the neighborhood right now?

MR. MERCER: They feel they"ve worked so hard,
and they"ve asked openly -- the community and the school
districts -- to work with all developers and help even --
you know, programs that are nearby, they®ve been asking
them part of that, and the comment they had, they feel
they"ve been left out again. They feel because they"re a
working poor group, that nobody cares about what they

think.
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And they"re saying -- and the schools, too --
are saying, we don®"t want to know in August that we have
300 more kids in there. Because they want to educate
them. But they“re responsible for hiring new teachers,
portable buildings, or by law, having to transport you
across the county to somewhere else if they"re not ready.

And that"s part of the process, part of new
legislation. We"re just asking to work as a group, to
come together. Now, people can still say no, i1t goes
forward, if they®ve been communicated. But they"ve been
left out of the process. And that"s the feeling right
now, that they~“ve been concentrated and targeted before.
They®ve come back, concentrated, targeted, come back. And
they“"re saying, why do you keep picking on us? We"re
doing a great job. We want to help. We need more
affordable housing, but can we follow a process to bless
our community?

MR. BOGANY: Thank you.

MR. SALINAS: Excuse me. Did this budget go
before the city council? What"s the process that they"ve
taken In San Antonio.

MS. CARRINGTON: The particular development
that we"re talking about, Mayor, i1s a 2002 allocation of
tax credits out of the 9 percent tax credit round, and it

was allocated 1n July of 2002. And then they have met
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some milestones throughout that process. So it did
have -- i1t has gone through the necessary processes at the
City of San Antonio.

And what has happened now is that there was a
deadline of November 14, where the development had to meet
a requirement called the Start of Substantial
Construction. And they did not meet that deadline, and
they did not request the extension in a timely manner. So
this 1s a tax credit deal that®"s about a year and a half
old.

MR. SALINAS: But did the city council give
them approval, permits?

MS. CARRINGTON: Yes, sir. They do have the
necessary approvals with the City of San Antonio.

MR. SALINAS: They had public hearings in San
Antonio?

MS. CARRINGTON: 1 would think that someone
who"s representing the developer could better answer that
question.

MR. SALINAS: Okay.

MR. MERCER: 1 would say that was -- 1
mentioned five people. Now I have six. Your own staff
actually recommended to decline.

MS. CARRINGTON: Yes, we did.

MR. MERCER: Thank you.
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MS. CARRINGTON: That i1s iIn the board book.

MS. ANDERSON: Any other questions?

MR. GONZALEZ: Yes, sir. You had also
indicated some opposition before on the Western Hills
Apartments. |1 believe they"re In San Antonio. Can you
explain what that is?

MR. MERCER: On the Western Hills? Can you
refresh my memory on that?

MR. GONZALEZ: There has also been a letter
where there was opposition to Western Hills Apartments
there 1In San Antonio also.

MR. MERCER: Is that in the --

MR. GONZALEZ: 1 received a letter | guess
dated in October.

MR. MERCER: Oh, okay. 1 know what you"re
saying now. We do send letters out opposing or in favor
of, and basically, when a development comes by we do two
things. We talk to the community involved, and we talk to
the school board. And we say, this has come up -- have
you been talked to? They say no. We notify they haven™t
been talked to. We wait a period of time, go back to the
community and school board. And we support our community.

IT we feel that when an application comes by, and they
have not even talked to the school to let them know this

IS coming up, maybe you need to work on floating a new
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bond for a school, whatever -- well, we do a no-response.

A positive response Is, yes, you talked to
them. And even if the school board and community don"t
agree, we say you called the process. You talked to the
school board and community. When we send a letter against
that, that"s when it happens. When we call the school
board, they have not been talked to, we wait a period of
time, we go back and they still have not been part of the
communication thing, that"s a vital link in building a
strong buy-in to the community, and a strong, viable
product. So that"s when we write a letter of opposition,
yes. Thank you.

MS. ANDERSON: Any other questions for the
representative?

(No response.)

MS. ANDERSON: Thank you very much, sir, for
being here.

MR. MERCER: Thank you all.

MS. ANDERSON: The next witness, James Dodds.

MR. DODDS: Good morning. I1°m James Dodds.
I"m general counsel and chief of staff for State
Representative Ruth Jones McClendon. And she has sent a
letter on Agenda ltem number 10, and 1 would simply like
to read that into the record. Representative McClendon
said:
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"Dear Board Members: Thank you for allowing me
to comment on the application for extension of
commencement of substantial construction for the
Heatherwilde Estates Apartments in San Antonio. There has
been substantial local opposition to the Heatherwilde
project for years. Many extensions have been granted, but
there i1s substantial opposition to this application for
extension. The application should be denied. The credits
in the project should be allocated back to San Antonio,
and should be put into the current round of projects.
There are projects in San Antonio that are ready to go
right now with local support and financing. San Antonio
needs the housing. Thank you for your careful
consideration in this matter."

Are there any questions?

MS. ANDERSON: Thank you very much for your
testimony.

MR. DODDS: Thank you.

MS. ANDERSON: Mr. Tom Utter?

MR. UTTER: Good morning. Madam Chailrperson,
members of the Board, Ms. Carrington®s staff, my name is
Tom Utter. 1°m special assistant to the city manager in
Corpus Christi. |1 am here today because Mayor Lloyd Neal
is not able to come because of other business. But he did

ask me to come and read into the record a letter on ltem
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10. Not the same Item 10 that the previous speakers --
this is on the Holly Park Apartments in Corpus Christi.
And 1 also have some other comments. But I*d like to read
that letter into the record.

"Dear Ms. Anderson and members of the Board: |
am writing to request the Board®s favorable consideration
of a request for extension for commencement of substantial
construction for the subject project. 1 have only
recently become aware that the developer on this project
mistakenly failed to timely submit a request for extension
by a few days. While 1 can personally testify to the city
itself 1s that a number of projects that were delayed over
the summer and fall due to extremely wet weather, 1 am
very disturbed that the developer failed to timely request
this extension, and | can assure that | have conveyed my
disappointment concerning that failure. Unfortunately, a
recision of the tax credits for this project will
eliminate the project"s 172 units from being available to
our lower iIncome citizens.

"Some of you may remember that | provided
testimony before this Board in support of this particular
project. This project is an absolute perfect infill
project, and 1s located in a locally designated
redevelopment area. The 172 units would substantially

assist the city in i1ts housing goals. While I have
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watched this Board and this administration of the TDHCA,
together with the assistance of the State Legislature the
last session, we have a coherent housing program for the
state. The absolute enforcement of a penalty for this
error by the developer will result in hardships for many
in Corpus Christi for years to come.

"The question before you 1s not one of whether
a project qualifies or doesn"t qualify, whether the
project is correctly located or not, or any one of a
number of mirrored issues. It is simply a question of a
deadline missed by several days that this Board in its
wisdom can rectify. 1 solicit your kind consideration.”
And 1t"s signed, Lloyd Neal, Mayor.

Mayor Neal and the city council has undertaken
for a number of years a very aggressive housing program in
Corpus Christi. And I don"t think we"ve turned down any
housing anywhere. We have a large number of lower iIncome
families, particularly large families, and we"ve been very
aggressive In terms of seeking assistance. And this
administration and this Board has been very helpful in
that regard.

This particular project is not located in an
impacted area. It is located in an area, for those of you
familiar with Corpus Christi, just south of South Padre

Island Drive, which is our large commercial area. It iIs a
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perfect infill project, as the mayor said in his letter,
because it has all of the city infrastructure. 1It"s got
bus routes, everything, and 1t"s vacant property. There
is really no local opposition. The redevelopment area --
it"s really called a redevelopment development area. It"s
not under state law, but it"s locally designated. Did
have a public hearing when we designated that area, and
we"ve been seeking this project for 1 guess about four or
five years. 1It"s been several applications. And I can
assure you that the mayor did transmit to the developers
his displeasure for missing 1t. 1 happened to be there at
the time when he made the telephone call.

We would solicit your approval of this
extension. This particular developer has built other
units i1n the city of Corpus Christi, and has done a very
fine job. Unfortunately, the developer did miss the time
by 1 think about three days, but we would solicit your
approval.

I stand ready to answer any questions you might
have.

MS. ANDERSON: Questions? 1"m sure | speak on
behalf of our Board when I thank you again for the lovely
hospitality that we enjoyed in Corpus Christi last year
when we had our board meeting there.

MR. UTTER: Yes, ma"am. And 1 would be
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remiss -- the mayor said we"d love to have you back.

MS. ANDERSON: Mr. Don Jones? Mr. Chris
Richardson.

MR. RICHARDSON: Good morning. My name is
Chris Richardson from Houston, Texas. As some of you
know, 1°ve enjoyed working with the department for a
number of years now in affordable housing. And 1%ve
witnessed a growing tension with the communities and
developers as we all struggle to provide Texans with
quality affordable housing.

Based on the new rules, the community support
has become one of the most important and difficult steps
in providing tax credit or affordable housing. The
challenge we face is how to achieve community support that
not only satisfies the community, but also the developer
and this agency.

Last week I withdrew an application for Sundown
Village in Katy, Texas, despite considerable efforts to
get the community behind Sundown Village. In this effort,
we still had significant opposition, even though we had a
number of people in support of the project also.

We learned quite a few things from our
opposition, and some of the main points 1°d like to
identify. Number one, the community organizations are

very difficult to find. You know, we"ve checked with the
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mayor*s office, the county clerks, the cities, and there
are not very many of them that are registered. A number
of the people that were iIn opposition to our Katy project
felt we should go door to door and knock on all the doors
to let everybody know what we planned.

You know, we must find a way for the developers
to be able to accurately locate the community
organizations and quantify how much opposition they can
be, 1T they"re not registered.

Number two, when it comes to support from
elected officials, we found that a number of officials in
the Katy area basically philosophically opposed the tax
credit -- giving a credit to a C corporation to invest in
affordable housing. It wasn"t necessarily the
attractiveness of the property, or who they served,
supposedly. But we"ve got to come up with a way that,
these are the rules, these are the laws that we"re faced
with, that we"re working under, we can get support from
the agency to move forward if the project qualifies.

Sundown Village is in Congressman John
Culberson®s district. He was very much i1n opposition to
our development for reasons stated above. But Congressman
Culberson is not on the notification list this year, and
is still not on the notification list for next year. And

I*m not saying that he shouldn®"t be informed. 1"ve met
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with Congressman Culberson myself, and reviewed. He
appreciated that sincerity, but he is still basically in
opposition of the program, just like his predecessor, Bill
Archer.

Another issue that we found is a little
difficult in areas where we"re at over 100 percent of area
median income, IS our market studies need to be weighted
towards individuals who are most likely to rent, and not
necessarily people that are maybe over 100 percent of area
median income. The way the department underwrote
initially our project, 1t"s too weighted and just takes
the population in general, and it makes common sense that
these studies should be focused on persons who are most
likely to rent.

In a general sense, the same misperceptions of
what we all do regarding affordable housing still exists.

The negative perception of affordable housing contributes
to all the opposition, and it"s going to be a core problem
in the next couple of years for developers and this Board.

This core problem, if overcome, can make our efforts more
successful over time.

And finally, 1 am pleased to report that next
week In Katy we"re sitting down with the opposition, and
they“ve told us that they have locations that they would

support multifamily affordable housing in the Katy area.
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So we hope that"s successful.

It"s my personal hope that this effort will
provide south Texans with affordable housing. Thank you.

MS. ANDERSON: Mr. Donald Jones.

MR. JONES: Madam Chairman, if I could address
the action i1tems at that time.

MS. ANDERSON: Thank you. Mr. Dick Hatfield?

MR. HATFIELD: Yes, 1f I could address it at
the time. And I1™"m just here 1Tt there are questions or if
there 1s any additional information that you need.

MS. ANDERSON: Thank you. Mr. Jesse Seawell?

MR. SEAWELL: Seawell. Yes, ma"am, you got it
right.

MS. ANDERSON: How are you this morning? 1
remember meeting you in Dallas.

MR. SEAWELL: Good morning, Madam Chair,
members of the Board, and Ms. Carrington. Ms. Anderson, |1
met you at the public hearing In Dallas. 1t"s good to see
you again. You told me there that you"d listen to me this
time, so | thank you all for letting me present my
concerns.

My name i1s Jesse Seawell. 1°m the executive
director for Ability Resources, Incorporated, a small non-

profit 501(c)(3) organization in Fort Worth. A.R.l. was
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established in 1991 to provide affordable housing
accessible to very low-income individuals with
disabilities, and i1s a CHDO for the city of Fort Worth,
Tarrant County and the State of Texas. We"re a small non-
profit, but I think we"re doing pretty good work.

Over the past twelve years, A.R.l. has received
funding of over $3 million to develop 102 residential
units for members of the targeted population. A.R.Il. has
been funded through the HUD Section 811 program, the
Housing Trust Fund of your department, and the CHDO funds
from the city of Fort Worth.

Presently A.R.I. is developing Willow Bend
Creek Apartments, a multifamily residential project
featuring 87 units for persons with disabilities and 14
units for members of the mainstream population. This
project is the first truly integrated housing development
using Section 811 funds for individuals with disabilities
living alongside tenants without disabilities. HUD has
awarded A_.R.I. the necessary Section 811 funds, and A.R.I.
has just received a contract from your organization that
includes CHDO funds to construct non-811 residential
units.

In fact, out of 27 applicants across the state,
A_R.1. received the highest score in the state. HUD was

pretty good.
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HUD Section 811 projects have historically been
just for individuals with disabilities. Recent actions by
the U.S. Supreme Court, the Congress, the governor of
Texas, and the President of the United States, has
resulted 1n the wish for Section 811 projects to be
integrated with other units like -- tenants without
disabilities. This project is really the first one in the
country that 1"ve found so far that is using this -- is
trying to be integrated like this.

HUD is still working out the details for
development of such a project. Guidelines are expected iIn
this year. The simple fact of the matter is that neither
HUD nor TDHCA have ever been involved In a housing project
using 811 funds for the accessible units, and TDHCA funds
for the other units to create an integrated living
environment. We"ve been doing an excellent working
arrangement with TDHCA staff so far, and agree on most of
the questions concerning funding of the project. However,
I do have some concerns about TDHCA®"s -- your approach to
this new project.

TDHCA rules need to be developed to fit
projects that combine Section 811 units with mainstream
units to form an integrated facility. Current TDHCA rules
simply cannot be used for such an integrated project,

since no similar projects exist. For instance, the TDHCA
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rules should be revised to include the fact that HUD does
not allow any revenue after operating expenses for 811
projects. Retirement of debt must be predicated on the
non-811 units revenue, as no revenue will be available
from 811 units to fund loan repayment. Based on HUD
awards the Section 811 -- or is it a grant?

To their credit, TDHCA underwriters have agreed
to adjust their project revenue estimates based on this
principle, but the rules need to be permanently adjusted
to fit this situation.

Current rules state that developers®™ fees are
to be included as part of a loan. However, iIf the CHDO
contracts the developer to complete the project, the
developer®s fees are paid to the developer without any
repayment required. The funds provided in the loan to
CHDO must be paid by the CHDO from project revenue.

It"s our feeling that when a CHDO is also the
developer, the developer fees should be created as a
grant, not requiring repayment. The CHDO has the same
kind of overhead for developer as a for-profit developer,
and will use the fee to cover other operating costs. Some
estimated conservative fees to be profit, but that does
not reflect the actual use of the funds by CHDO non-
profits.

A.R.I. construction estimates currently exceed
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the amount allowed by TDHCA underwriting. A.R.Il.
considers these estimates accurate since they were
obtained from both the contractor and independent
estimates. We would like the TDHCA to be open to change
in the contract award. |If we can find no qualified
contractor that will agree to build the project for cost
estimated by TDHCA underwriters, we don"t really have any
final plans in place right now, so you can"t really do a
firm estimate without plans or specs.

The TDHCA staff is going to work for A_R.I1. to
resolve most of the problems with A_R.1. funding that have
occurred to date. | thank them for the cooperation. [I™m
asking TDHCA staff to continue to work with us to create a
mutually acceptable contract to help develop the Willow
Bend Creek Apartment. Working together, we can provide
high quality residences in which individuals with
disabilities can live In the most integrated community
setting possible, as intended by U.S. Supreme Court in its
Olmstead decision. Thank you for your cooperation.

MR. CONINE: Ms. Carrington, could we get a
staff response memo to his letter? Would you mind?
Sometime in the future, would you mind doing that, please?

MS. CARRINGTON: Yes, sir, we will.

MR. SEAWELL: I am meeting with Ms. Carrington

tomorrow at 10:30, by the way.
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MR. CONINE: You can help her craft the

response.
MS. ANDERSON: Thank you.
Brent Stewart, 1 have your form, and we will
call on you only for questions. | appreciate that, Brent.
And at this juncture, 1 did not impose a time

limit, but at the beginning of the meeting today, we hate
to do that, but 1 would just -- so that we don"t have to
do that, 1 would just ask you all to limit your comments,
because we have a number of witness affirmation forms. We
do want to hear from everybody. And if we get to a
situation where we have to then impose a time limit if we
don"t have things moving along. So | appreciate your
cooperation with that.

Kelly Mullane?

MS. MULLANE: Yes, I would like to present at
Action Item 5.

MS. ANDERSON: Very good. Thank you.
Elizabeth Mueller?

MS. MUELLER: Good morning. My name 1is
Elizabeth Mueller. 1°m a research scientist at the
University of Texas. My main areas of research are
housing and community development. And as some of you
know, 1°ve been a participant in the Texas Housing Forum,

which has brought together a diverse group of people from
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around the state iInterested iIn affordable housing iIssues.

And 1 wanted to talk to you today about
something that"s emerged from that -- the Texas Housing
Research Consortium -- introduce that organization to you
and present our testimony on the implementation of Senate
Bill 1664, which is Item 9 on the agenda.

The Texas Housing Research Consortium has been
established to facilitate production of independent,
rigorous research on key affordable housing issues iIn the
state. It"s governed by a broad-based steering committee
representing the key stakeholder groups concerned with
affordable housing issues iIn the state. Among these are
nonprofit and for profit producers of affordable housing
production, residents of affordable housing, advocates who
work on their behalf, community institutions concerned
with housing needs, governmental officials who administer
housing programs, and residents of communities where
housing developments have been proposed or located. And
I"ve attached a list of the current numbers to my
testimony.

We believe this organization offers several
important benefits to the state that are particularly
relevant now. First 1t will act as a clearinghouse for
key data and research on affordable housing issues --

MS. ANDERSON: Excuse me. Can I ask you to --
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we have some sound problem. Can you speak up just a
little bit for the benefit of the folks in the back of the
room? Thank you.

MS. MUELLER: Okay, 1711 try to do that. It
will act as a clearinghouse for key data and research on
affordable housing issues iIn Texas. We will work to
provide access to this information through online
databases when possible to facilitate future research. It
also will offer a process for setting parameters for
rigorous research and for judging research proposals by
drawing upon the expertise of experienced researchers from
university-based research centers around the state.

By drawing upon these seasoned researchers who
have no direct stake in the outcome of the research, we
hope to ensure that the results are seen as unbiased. |
think this is really critical as we consider issues that
are highly charged, such as the impact of affordable
housing on surrounding property values and other measures
of quality of life.

We also will work to build a community of
researchers interested in housing issues and housing
research. At present, there are few university-based
researchers that focus on these issues, although 1 think
there are many who might be interested if we could engage

them In discussion about 1I1t.
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We propose to hold annual meetings that will
focus on key research findings and debates, and bring
together academic researchers, policymakers, along with
housing producers and residents. While the consortium
will be housed at the University of Texas at Austin in the
School of Architecture, it will bring together researchers
from universities around the state.

We believe that using a university base offers
several advantages. First, it offers a neutral location
for discussions of policy options and research strategies.

It also offers the infrastructure for housing and sharing
data and research. And it"s a natural vehicle for
building a network of researchers.

In addition, the School of Architecture at the
University of Texas offers a budding community of
architects and planners that are concerned with affordable
housing policy and design issues. And l"ve attached a
letter of support from Dean Frederick Steiner of the
School of Architecture.

We"d also like to offer our input on the
research priorities for the coming year for the use of
this money. Based on research that we did over the past
year to try and gauge what the participants in the Texas
Housing Forum thought were the key issues, we strongly

support placing priority on research into the impact of
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affordable housing development of various types on
surrounding properties and on the neighborhoods where they
are located, and on documenting housing needs In Texas at
the state and local levels.

We spent the past year designing an
organization aimed at producing precisely the type of
research that we think Senate Bill 1664 i1s intended to
yield. We have put together a process aimed at
facilitating production of independent, rigorous research,
and generating thoughtful ongoing discussions about
housing issues among key stakeholders and researchers.

And we would like to offer our help as TDHCA moves forward
in making this research a reality.

We are exploring with TDHCA staff ways that we
might assist them in implementing the bill, including
assisting in the i1dentification of appropriate research
methodologies to get at these issues, coordinating
outreach and solicitation of proposals from qualified
researchers, assisting in evaluation of RFP responses to
guarantee that research meets the highest standards, and
disseminating the results of research through annual
meetings of academics, citizens and public officials, and
we look forward to continuing these discussions.

MR. BOGANY: 1 am glad you guys have put this

together. 1 think 1t"s long overdue. A couple of
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comments 1 had. 1 honestly -- 1 heard your comment that
you wanted to have a steering committee, a wide base. But
I don"t see a realtor on your committee. | don"t know how
you can talk about affordable housing without talking to a
person like a realtor, where the tire meets the road. |
don®"t see a commercial realtor here on your list, someone
who 1s dealing with land acquisition and apartments and
things of that nature.

And 1 would highly recommend that you have
someone like this on here just for the point of
information, just the point of having access to MLS
information, or access to how long it takes to get land
and the acquisition for multifamily or -- and if you could
just help us with this NIMBY idea, | think you paid your
way. You know, I"m tired of 1t. And so | just hope that
you can help us with this, and I think that should be your
first priority, is to turn this NIMBY thing around.
Because 1 think that"s the major challenge. That"s the
most -- that is what"s going to sink affordable housing.
Nothing else. The funds are there, the need is there, and
if you can help us with NIMBY, we can get some people that
are actually out there and there"s a business on here
that, even though they®"re for profit, they still bring a
valuable piece of information of where the community 1is

going and what"s going on.
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You know, 1 hate to say this, but the realtors
may even start the NIMBY thing. 1 don®"t know. My thought
is that they should be on here so you have commercial
groups who may be able to give you some information that
you may not see because they see i1t from a profit side.

MS. MUELLER: |1 appreciate those comments. The
steering committee -- this is our initial steering
committee, and part of our goal in the coming months is
for us to try and add and fill any gaps that we see on the
committee at this point. But we"ll definitely think about
that.

MR. BOGANY: One suggestion I*1l make: Texas
Association of Realtors has just set up a housing
initiative committee, and they have a chairman of that
committee, and 1 would probably call Benny McMahan, who"s
our chairperson over there, and get him involved and see
ifT he can recommend -- because we"re looking at the same
thing. And it may be a great time to get someone like
that, to see 1T they can get a volunteer to come over and
work with you.

MS. MUELLER: Okay. Thank you.

MR. CONINE: 1t probably won"t surprise you,
Ms. Mueller, that 11l echo my friend®"s comments here on
the building side as well. | know you®"ve got a couple of

them on here, but there are a couple of trade groups
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floating around that do considerable research in this
area. And 1 would encourage you to take a look at them.

I also seen an absence of the financial
community on here, both the syndicators and the lenders.
You know, most people fail to realize that all this money
has to be paid back in form or fashion, and I think it"s
critical to the process of how to balance the financial
underwriting considerations with the community needs.

MS. MUELLER: Yes.

MR. CONINE: And that marriage needs to take
place, and if you"re going to do something like this, you
need to make sure that they“re at the table as well.

MS. MUELLER: Yes, we"re working on that. We
just aren”t there yet.

MS. ANDERSON: Other questions for the witness?

Thank you very much.

Maria Gonzales?

MS. GONZALES: 1"m going to wait until the item
comes up.

MS. ANDERSON: Maria Magallanez?

MS. MAGALLANEZ: 1"m going to wailt.

MS. ANDERSON: Dale Armwood?

MR. ARMWOOD: 1°d like to defer until the
action item.

MS. ANDERSON: Two names on this form, 1 think.
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Seth Crone and Becky Newman?

MR. CRONE: Madame Chair, Board, Your Honor,
Ms. Carrington. My name is Seth Crone with the
Institutional Trust Services of J.P. Morgan. | have here
with me Becky Newman in our municipal services/debt
services area.

We have an important announcement. Since your
last board meeting, we have closed on the corporate trust
book of Bank One, so they are now our employees, and they
consolidate our lead as the largest trustee in Texas, and
an overall debt in the United States and in the world.
We"re bringing over Jeff Saliveria [phonetic] and most of
his entire group will be preserving the specialty groups
that they have, and serving both multifamily and single
family housing. And we"re just thrilled that we"re able
to continue commitment to this business as i1t does
consolidate with tremendous resources. And Becky and I
are part of 760 institutional trust Texans iIn this area.
And we"re welcoming our new partners, and we look forward
to continue working with you.

Becky does work and serve. She®"s committed to
housing. She serves on your accounts. And she also -- in
her backyard, she has a beautifully maintained affordable
housing facility. So she is committed. And we thank you

for this time today.
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MS. ANDERSON: John Shackelford?

MR. SHACKELFORD: Good morning, Madam Chairman,
members of the Board, and Ms. Carrington. My name is John
Shackelford, and | represent Heatherwilde Estates Housing,
L.P., the owner of the Heatherwilde Estates Apartments
project. And I"m here to speak on behalf of that project
to obtain your approval to the extension for commencement
of substantial construction.

Before doing so, and giving you reasons why I
think it merits favorable consideration, I would like to
first address what Representative Mercer said, if 1 may,
for just a moment.

The issues that he presented and the concerns
that he expressed, we appreciate, and we respect those.
But all those issues and those concerns were addressed to
this board last year prior to the allocation of tax
credits for this project. And we don"t think at this time
it"s germane for that particular issue, but we understand
that 1t"s part of the process, and we respect that.

But 1°d just like to remind everyone that this
board had an opportunity to review all of those issues,
those concerns, and came to the collective determination
that this project merited moving forward and receiving an
allocation of tax credits.

As far as why we"re here today, 1 don"t offer
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as an excuse, only an explanation. The developer and the
owner miscommunicated between themselves as to who would
be responsible for filing an extension request before it
was determined to be necessary. They dropped the ball.
Again, | don"t offer i1t as an excuse, only an explanation.

Both also thought they would -- where the status of the
project was, that they had satisfied the condition for
commencement of substantial construction. Again, they
were mistaken as to what the standard is, because there
has been considerable amount already done on this project
by November 14, 2003.

1"d like to point out to you the owner has
invested already in this project over $2 million. This
project -- the status of construction, which has been
under way for some time on a pre-development and pre-
construction process, we have at this point, as of today,
concrete poured for a drainage channel. We had to already
install a 600-foot off-site water main sanitary sewer
line. Sanitary sewer lines onsite are being installed
right now. Fill material is being brought to the site.
Foundation slabs are being staked, and forms are being
constructed.

So there"s a lot of work already going forward
on this project. We have not been dilatory. The reason

for why we were unable to meet the November 14 deadline
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for commencement of substantial construction were delays
due to uncontrollable events caused by the City of San
Antonio.

The City of San Antonio was prepared to approve
our plat back last summer. In fact, my documents were
ready to go to close this deal June 26. And at that time,
we contemplated a septic system, and the city urged us to
change over to a city sanitary sewer system. And upon
consideration and reflection, we determined that it was in
the best interest of the project to do that.

By doing that, though, that caused some delays
and having to go back and research the feasibility, change
the plans. Then we had to acquire an easement across some
property that®"s owned by the United States government.
Lackland Air Force Base is there, and we thought they-"d
abandoned the property, so we had to go through obtaining
approval from Air Force Base to obtain the easement. And
then after we got them convinced that they still own the
property, then we had to get an authorized representative
of the Ailr Force to sign off on the document that the
title company would approve.

So 1t"s been one issue after another that we"ve
had to overcome all these different hurdles. Once we got
through all that -- and that process literally took us

from June to October -- we then went in for our plat
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approval. The plat got approved unanimously by the City
of San Antonio.

So despite what Representative Mercer said, |
think we do have support from the city, because we got
approval of our plat unanimously. The Urban Affairs
Committee, an ad hoc committee of the City of San Antonio,
approved, waiving all impact fees with respect to that
project. Again, 1 think that"s further evidence the city
supports this project.

And also, we had to go in previously and get a
zoning change for our specific use of this property. And
the zoning request was approved unanimously by the city
council. So I think there®s abundant evidence to
demonstrate that we do have city support for this
particular project.

So here we are. Construction is under way. As
of right now, we"ve got over $2 million invested in this
project to date. And the reasons for the delays were
beyond our control. Other things 1°d like for you to
consider is this project has met carryover. We have
consummated our interim construction loan with J.P. Morgan
Chase. This project, as well, is right next to Lackland
Alr Force Base, and 1 think 1t"s common knowledge that the
Department of Defense is determined that they no longer

want to be In the housing business, that they are seeking
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to privatize housing. We think that will be beneficial to
this project, being right next door.

Also, 1t"s been announced that Toyota iIs going
to be building a manufacturing plant in San Antonio. This
project is within a mile and a half of that plant site, so
several hundred jobs will be coming on line. We will be
the closest affordable housing project to that location.
Kelly USA, which is a supplier to Toyota, is also going to
be building a plant. So again, additional employees will
be there, so we think we satisfy a need.

This project i1s iIn the southern portion of San
Antonio, but the city council has determined there is a
significant need for affordable housing iIn this area, and
we think we provide that.

So for all these reasons, we think I1t"s
important for you to understand that my client is
committed to the process, they have exercised good faith
in trying to go forward, get their construction done as
diligently as possible. For reasons beyond their control,
the soonest they could get building permits issued, going
through the process we have with acquiring the easement,
the government, and everything else was just last
Thursday. And since that time, we have mobilized our subs
and everything is proceeding as quickly as possible. And

today we"re pouring one of our foundations. We anticipate
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by January 1, having 50 percent of our foundations poured,
which would satisfy the standard for commencement of
substantial construction.

And some other items 1°d like for you to
consider in connection with this request.

MS. ANDERSON: If I can ask you to wrap it up.

MR. SHACKELFORD: Thank you. Last year, the
Board had 18 requests for retroactive extensions, and all
18 of those requests were approved by the Board. We ask
that we be treated similarly, because the Board took
action last year. Thank you very much.

MS. ANDERSON: Thank you. Questions?

MR. SALINAS: Did you have a public hearing when
you got zoned? When you went before the zoning board?

MR. SHACKELFORD: Yes, sir, before zoning.
That"s an open public hearing.

MR. SALINAS: What was the outcome of the
public hearing?

MR. SHACKELFORD: The city council voted
unanimously in favor of changing the zoning to accommodate
the use.

MR. SALINAS: Was there any opposition there?

MR. SHACKELFORD: Yes, there was.

MR. SALINAS: So they still voted in favor?

MR. SHACKELFORD: Yes. Any other questions?
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MR. CONINE: Mr. Shackelford, when was the
construction loan closed on this project?

MR. SHACKELFORD: It was before June. It was
probably May or the early part of June, was when we closed
our loan transaction.

MR. CONINE: Okay, thank you.

MS. ANDERSON: Mr. Dario Chapa?

MR. CHAPA: I want to thank you all for letting
me speak. My name is Dario Chapa. [1"m the chairman of
the board of the Bexar County Housing Authority. [ am

here to speak for the Heatherwilde Estates extension, TDCA
02075.

In considering the extension for Heatherwilde,
I would respectively request that you take into account
the accomplishments we have made.

Now, I was appointed to the board of directors
by the commissioner from this area, where the housing 1is.

He hasn®t asked me to resign, so 1°1l1 take that as a
plus, that he knows I"m in favor of this development, and
our authority has voted for it.

Our mission i1s to provide, simply, affordable
housing to the people in Bexar County. Of 113,000 people
who live In this area, there"s only 389 units -- rental
units. There®s hardly any units in this particular area,

but there"s only 389 rental units, housing rental units,
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that are affordable.

Twenty-three percent of the people iIn this area
live below poverty. 1°d like to say that there was some
people that said there was not a communication or an
attempt to bring In the people from the area iInto the
process. |1 went to many of their meetings. In fact, 1
was restricted to less than a minute to speak, but now
111 try to express what we were trying to do.

Some of them came to our board meetings, and we
asked them to speak and to have input. And they never
did. They just wanted to see what we were doing and how
we were voting. But several members of our board
attempted, and went to their meetings, to all these
organization meetings, and we were always, Okay, time-"s
up, you know, with less than a minute to talk.

We"ve done everything the QAP calls for. We"ve
Jjumped through every hoop. The city council has approved
it. The Zoning Commission approved it 9-0. The Ad Hoc
Committee of city council voted to waive the impact fees.

The Planning Commission approved it unanimously. And 1
see no reason why, after all our work and effort and
commitment and expense, that we should not be allowed to
continue. We"ve already got the permits, and we already
started pouring the slabs.

The City of San Antonio has an onerous process
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of getting permits. And now with the new tree
restrictions, we had to tag an identifiable 2,500 trees,
and that took a long time.

But 1 ask you respectfully to please extend our
extension so we cam complete this process. Thank you very
much .

MS. ANDERSON: Questions?

MR. CONINE: Mr. Chapa, how many people are on
your board?

MR. CHAPA: Five.

MR. CONINE: Five. And you are in the
ownership structure of the project?

MR. CHAPA: Yes, sir.

MR. CONINE: Okay, thank you very much.

MS. ANDERSON: 1 have a question for you also,
sir. Did you or others from the Housing Authority meet
with Dr. Pete Anthony, who"s the superintendent of this
affected school district?

MR. CHAPA: No, we met with some of the
principals and we met with some of the representatives.
But I personally, or any member of the board, did not.
Some of the team did meet with the superintendent of the
board. And they did send representatives to city council
when we were trying to get the zoning. And we got to meet

them there -- the representatives of the superintendent.
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He himself never attended the city council himself.

MS. ANDERSON: Okay, thank you.

MR. CHAPA: Thank you very much.

MS. ANDERSON: Mr. Carlos Madrid.

MR. MADRID: Madam Chair and Board members,
first of all let me apologize. 1°ve got a cold, so if |
don"t make any sense, just holler at me. 1"1l go over the
information again.

MS. ANDERSON: Just stay close to that
microphone for us so that those in the back can hear you
as well, sir.

MR. MADRID: We"ll try to do that. My name is
Carlos Madrid, Junior. [I"m the vice chair of the Bexar
County Housing Authority. 1°m a strong advocate of
providing decent housing for the less fortunate of our
community.

And with all due respect to Mr. Mercer, | wish
to share with you the following information. 1"ve been a
commissioner for approximately four years. And | was
appointed by the County Judge, Nelson Wolff. The judge
stands behind the Board on all of our endeavors in
providing housing, affordable housing.

When this project was presented to us, the due
diligence was put into motion. And I°'m here to report to

you at the expense of being redundant that the Bexar
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County Court approved i1t, the city council also approved
it unanimously, and there was no objections to it, the
Planning Commission approved it.

I also would like to share with you that we
only had one objection, and also we are iIn the same
position as this Board represents -- that if you have too
many objections, that we need to scrap the project.

But we only had one objection. And this lady
went to the board -- and 1t was some time ago, and I
really cannot share with you the specifics, other than
that 1t was just not good for that area. That"s all.
Just one person.

Considering the positive finding and the
approval of the County Judge, and his Court, Bexar County
Housing Authority agreed to become a partner on the
project. And because of my background, which 1™m
president of a design build firm, I was appointed to
monitor the progress of getting the project off to the
point where 1t is right now. 1 was monitoring the design
disciplines, the city staff, as far as the permitting
process was concerned, and the planning process. It was
not an easy job. | stayed on top of it, so I think I can
speak with a little bit of intelligence as to where the
problems were.

And 1 was to report back to the board i1t there

ON THE RECORD REPORTING
(512) 450-0342




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

29

50

were any significant problems that the board needed to
know that would cause problems, legally or otherwise. So
I feel 1 can speak with knowledge at the problems at hand.

As mentioned, in hearing problems associated
with the planning process, of which they“ve already been
discussed with you. However, a significant aspect was a
tree ordinance of the City of San Antonio project. And
what I would like to do is just 1 would like to open this
up just to give you an i1dea of the 2,500 trees that the
city stayed on back of us that we could not cut.

So this was a very time-consuming process,
because the permitting process -- if this particular
section holds i1t up, 1t cannot move forward. So the
planning process was at a standstill until we satisfied
the city that we were going to save a certain percentage
of all the trees on this site.

Ladies and gentlemen, i1t Is going to be a
beautiful project. Being design discipline process, | can
show you, if you all can see this, that that is going to
be the project.

And what I tell people In my position as a
commissioner, that if you were to take this project --
literally, i1f you could lift it up and put 1t In a very
highly sophisticated area of the City of San Antonio, it

would blend iIn. The city is also Imposing restrictions
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that we don"t have to put any landscaping, they want for
it to look like i1t"s the old country style type of an
area.

So 1"m responsible to my board -- Bexar County
Housing Authority Board -- and 1"m also responsible to my
community, of which 1"m very active Iin. So | am here to
ask you to please reconsider this. We have spent a lot of
time, a lot of effort, and not to mention the money that
the people have spent in getting it up to this point. So
I thank you for the opportunity to express my feelings and
to -- read this report with y"all. Thank you, folks.

MS. ANDERSON: Thank you.

Mr. John Longoria?

MR. LONGORIA: Members of the Board, thank you
for your work and time to listen to us. 1 appreciate the
opportunity.

My name i1s John A. Longoria. 1 live at 1807
Peterson, San Antonio, Texas, which is in the south side
of Texas. My wife and | have raised five children, and
we"ve lived all our lives in south San Antonio. 1°m here
strongly i1n support of the Heatherwilde extension that
they~ve applied for.

As you see me, I"m In my 24th year in elected
public office. Nine of those years were in Bexar County

Commissioner™s Court. The last two of those, 1 was County
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Judge. In January of this year, | retired from State
Representative District 117 after ten years of service. |1
was not able to continue my campaign for reelection
because of heart problems.

Having said that, you have already gone through
the difficult process of deciding whether Heatherwilde was
a worthy development. You made that decision, and 1
strongly support it and Senator Frank Madla and 1 strongly
supported it at the time, and continued to support it, at
the time that this was approved by this Board. This was
July 2 of -- i1n July, rather, of 2002.

I want to address several points, and 1711 try
to be as brief as I can, although most elected officials
are not given to being brief. 1 don®"t envy your having to
sit hear and listen to some of us.

First of all, we have a significant need for
quality housing in south San Antonio. Period. How do we
address that? Hopefully, we address it with quality
developments, and 1"m here to say to you that 1 have
personally toured -- not promises, and not words, not
paper -- but I have personally toured the developments
that these developers have produced. Mayor Miller from
Dallas -- I"m sure 1f you take the time to talk to her,
will strongly support the Southwest Housing, who was one

of the primary people involved in this development.
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That doesn"t say anything by i1tself, but let me
tell you, the community is strongly in support of this
program, this development. And 1 understand that there is
at least one group -- whether I agree with them or not is
not the point, 1 respect their right to be heard -- and
they have gotten my successor, Mr. Mercer, to come in here
and speak against Heatherwilde.

Let me make several things clear. First of
all, 1 want to balance fear with facts. Fact number one:

there®s a fear expressed that the schools will be
negatively impacted. Well, one of the conditions for the
continued tax credits -- In writing, it is a condition --
that 1f you live there, you have to qualify to live there,
number one. And if you have children, they must maintain
a 95 percent attendance record in school. Does that
negatively impact or positively impact? Obviously, with
ADA, the monies for children, that has a significant
positive impact. So | think that the negative impact on
schools fear i1s not substantiated by the facts of this
development.

Crime. You need to know something about this.

The gentleman -- Mr. Bogany?
MR. BOGANY: Bogany.
MR. LONGORIA: I"m sorry. That happens to

Martinez, Rodriguez, Longoria --
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(Laughter)

MR. LONGORIA: 1 apologize for that incident of
personal embarrassment.

You mentioned NIMBY. There is a lot of that,
and this specific area i1s probably about 85 to 90 percent
Hispanic, and most of them poor. But they®"re poor with
dignity and they work hard. They deserve quality housing.

In order to qualify to live in this
development, you cannot have any felony convictions,
period. |If you do, you cannot live there.

Number two: 1f you had any drug offense -- one
joint of marijuana, which Is very common now among young
people -- one joint of marijuana, a misdemeanor, minor,
does not allow you to live in this housing development.

So where i1s the fear of all these criminals --
those people who will live there, who are going to bring
crime back into the neighborhoods, all this graffiti and
crime? The facts do not bear out that fear.

What about schools? This development requires,
and 1s committed In writing as part of their conditions,
that they will provide after school care. They provide a
computer lab for children. They provide tutoring. They
have a program that involves a -- they call i1t IDA. The
residents can put money into a savings, and it"s matched

two to one by the development and the programs and monies
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that are available to 1t. And that money i1s earmarked for
either purchasing homes -- which iIs encouraged, and they
provide classes for home buying -- or you can take it into
education, and it"s matched.

This 1s quality. This is the --

MS. ANDERSON: Sir, 1 need to ask you to begin
to wind It up.

MR. LONGORIA: Thank you, ma®am. Senator Madla
and 1 support this. As you look at me, 1 am the chairman
of the board of the Bexar Metropolitan Water District. |1
just had the honor of being elected to that. I"ve
regained my health. There"s no telling what else 111 do
in the future, but at this time, I would say this to you,
too. As far as impacting property values, the average
cost for these units -- $80,000. The housing in that
specific area is way below that. So this has a positive
impact.

Folks, match facts with fear. You“ve already
made the decision approving the whole development, and the
tax credits. You“"re being asked to reconsider that.

Okay. The Board has to make i1ts own decision there. But
look at the facts. Consider the fear.

People have the right to be fearful. But this
is not the kind of housing and development that is harmful

to the neighborhood. 1 wouldn"t support it iIif it was. |1
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strongly support this. This i1s quality. This i1s an
improvement for our community, and the history is that 75
percent of the residents are going to be already from that
area. They"re going to be leaving substandard housing.
It"s going to be an improvement in their quality of life
and their housing need.

And 1 appreciate the time that you®ve already
given me. We need affordable housing. This does not have
the stigma -- the NIMBY stigma -- that many people are
fearful of. This iIs a positive thing. And if they look
at the facts, and look at the thing from the ground --
that they®ve already done the history of things, not just
words -- this is a good program. Thank you, ma“am. Thank
you, board member.

MR. CONINE: Mr. Longoria, | appreciate your
comments. And as a board member, I"m having a hard time
reconciling your comments with Representative Mercer®s
comments. Have you had a chance to visit with him about
this?

MR. LONGORIA: When 1 supported him for
election -- and he®"s from an opposite party -- | supported
him, and I made known to him at that time that I strongly
supported this program. He makes his own decisions, and 1
respect that. But since he was elected, 1 have not talked

to him about this. He has not talked to me either. And
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he lives totally across town. 1 live In the south side of
the area. Not in the immediate neighborhood, but my
lifetime has been out there.

As a commissioner, as a state representative
for that area, and now as | continue as an elected
official, 1 care about that community. That"s been one of
my biggest efforts, is development in south side, and I
can tell you that housing is a very significant need.
School and education is a very significant need.

This development is a positive effort in those
lines. And 1 know people fear 1t. People are always
afraid. If you"ll allow me one thing. 1In 1985, 1 was the
commissioner that brought in CDBG into Bexar County. |
went in and faced some of the north-side communities which
are very much affluent. And one of the cities voted
unanimously against my proposal, telling me in my face,
You just want to bring in those big fat welfare mamas with
twelve kids into our neighborhoods. And I*1l never forget
that until 1 die.

This is not that kind of program. It is not
that way. It Is a positive, caring program that provides
schooling, tutoring, computers. Good things for the
neighborhood and for the people that need it.

MR. CONINE: Thank you very much.

MR. LONGORIA: Thank you very much.
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MR. SALINAS: 1 just want to relate that we
respect the decision of the mayor and the city council
that made the decision, and the planning and consulting.
We merely respect what they do. And my position is that

iIs what we need to do. We need to give out an extension.

We will. 1 think the public hearings and these arguments
need to be left to that community. It"s already been
approved. 1 just don"t think that we should have a

problem with this item.

And those building permits, and those public
hearings are always held at the local communities, and
this is where it"s got to be voiced. And we®ve had other
problems with other communities, and we"ve been able to
let them decide. | think this project has already been
decided by the people that govern the city of San Antonio.

So 1 want you to know that you“ve got my support for this
project. And I don"t want you to think that we are going
to leave the people that are carrying the weight with the
project already started. And 1 don®"t know why the
contractor did not extend the application or the extension
in time.

But this is not a game, you know. We made a
commitment for San Antonio, what we did. And i1f there is
a good reason why they took their time, 1 don"t have any

problems doing the extension. I°"m not about to leave
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anybody hanging, especially the community that supported
the community and this project.

MR. LONGORIA: Thank you, sir. For the record,
in case it has to be said, | have absolutely zero
financial or any other kind of interest, other than
personal concern, iIn this development or any other
development.

MS. ANDERSON: Thank you for your testimony.

MR. LONGORIA: Thank you for listening.

MS. ANDERSON: Bobby Leopold?

MR. LEOPOLD: 1*d like to wait for the agenda

items.

MS. ANDERSON: Okay. John Pitts?

MR. PITTS: Good morning, Madam Chair, board
members. My name is John Pitts. 1°"m an attorney with the

law firm of Akin, Gump, Strauss, Hauer and Feld.

I am here not to speak for or against ltem 10,
the Heatherwilde development. And it"s a very hard act to
follow what you just had. But I only desire to speak
today about what would occur if you did reject the
extension, and what would occur with the tax credits, if
those tax credits are to be reallocated.

I am here representing the Villas at Costa
Verde. This is a development that was approved by the

city council, approved by the mayor, et cetera. It was
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submitted In 2002, resubmitted in 2003, and is the only
project for that region that remains on the waiting list.
Awarding these potentially returned credits to
the Villas at Costa Verde accomplishes several important
policies of this Board. One, i1t preserves a regional
distribution of housing funding. The potential failure of

the Heatherwilde development should not penalize the

awarding of credits -- or the allocation of the credits --
between all of the regions, and penalize Region 9 -- what
was then called Region 8A. If these credits are returned

to the 2004 pool of credits and split between all of the
regions, Region 9 will lose approximately 80 percent of
these credits.

Second, rewards a developer who has been
working with the community. The Villas at Costa Verde 1is
widely supported within the community by neighborhood
associations, city, mayor, city council members, and other
political leaders in the community, including the state
representative and state senator.

Number three, awards the partnering and
leveraging with local funding sources. The city has
awarded this development $1 million of HOME funds, and has
recommitted this amount to the developer. 1 ask you to
please use your discretion today to preserve the policy of

this board regarding allocation of credits to regions, and
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iT you do decide not to extend the extension, to consider
the Villas at Costa Verde. Thank you.

MS. ANDERSON: Thank you.

Jim Meyers?

MR. MEYERS: Madam Chairman, ladies and
gentlemen, my name is Jim Meyers, and 1 have no idea what
I"m going to say. Following Mr. Longoria is like being
Alka Seltzer after a good meal.

I would like to tell you that I1°ve lived iIn
this area for 32 year. I™m president of the local
homeowners group known as PACE -- People Active in
Community Effort.

I first was made aware of this project over a
year ago. |1 brought along a letter of support that 1 read
at that time from Senator Madla. All the issues that I
was prepared to discuss with you today have already been
discussed. If | were on the opposite of this issue, the
questions I would ask, and have asked, is, is there a
need? And it"s a resounding yes, as Mr. Longoria has
already stated.

Will this project pay i1ts share of school
taxes, which was addressed at the school board. Now, the
answer i1s a resounding yes. 1t will.

The next issue would be, is there a quality of

construction? 1 traveled up to Dallas when this first got
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started over a year ago, went through about four or five
different projects, including senior home developments.
We"re tremendously impressed with not only the quality of
constructions, but the amenities that the project has to
offer for after school hours for the children and their
tutoring, their very extensive computer program, their
labs.

Most children who get into trouble get into
that trouble when they leave school, before their parents
come home. This project provides tutoring for the
children, it provides a very extensive computer lab. And
so, In my estimation, it is a win-win situation. It"s
beyond my comprehension how anyone can say that they are
in favor of affordable housing, to look at this project
and be opposed to i1t. 1 think the question here today is
rather academic.

I"m not very knowledgeable about tax credits
and bond issues. However, 1 have a firsthand knowledge of
poverty, the distress that i1t creates, and the need for
good, quality housing. And it is further acerbated by the
fact that Toyota is building right in our backyard. Kelly
USA, where I served on the board of directors, has
converted from a closed Air Force base to where 1t now
employs 12,000 people.

So the need is there. Your decision, I"m sure,
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i1s whether or not to extend the tax credit. But so much
work has been done. All the committees have been met
with, the city council. [I"ve attended so many meetings, |
feel like 1°ve become a zoning attorney. But the zone
requirements have been met. The city council meetings
have been attended, the tax issues have been addressed.
And | can"t add anything else, because everything 1 was
going to say has already been said.

But 1 will leave you with this comment by Mr.
Tip O"Neill. "The true measure of a society is how it
cares for the very young and the very old.” And I believe
this project will fit right into that category.

And in closing, I will give you a quote from my
boyhood hero and my former Commander in Chief, Harry
Truman, who said "Always do what"s right. 1t will gratify
some people and astonish the hell out of the rest.”

(Laughter)

Thank you very much for your time and your
favorable consideration. Thank you.

MS. ANDERSON: Thank you, sir. Any questions
for the witness? Thank you so much.

MR. MEYERS: Thank you.

MS. ANDERSON: Okay, I have six more witness
affirmation forms. 1 think that"s all on that particular

topic. And I°ve got some board members that are almost
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ready to take a break, but I"m going to try to hold us
here to try to finish this original public comment period.
So I ask you again to be kind to the board in terms of
the length of your comments.

The first form I have is for Kelly Elizondo.

MR. ELIZONDO: Madam Chair, members of the
Board. Thank you for the opportunity to address you here
today.

I"m going to read my comments that I brought.

I think it will be briefer that way, and 1°11 cover all
the points that 1 want to make sure that I want to cover
with you.

My name i1s Kelly Elizondo. My business address
iIs 5815 West William Cannon, Suite 105, Austin, Texas. |
am the managing general partner of H.K. Housing Partners,
a limited partnership developing Holly Park Apartments in
Corpus Christi.

Holly Park Apartments is a 172-unit development
comprised of two- and three-bedroom fourplexes located at
3330 Holly Road, which is being developed using a 2002
allocation for tax credits. Construction and permanent
financing is being provided by PNC Bank. The equity is
being provided by PNC Multifamily.

I put together a red notebook for you to give

you an overview of some of the issues and will provide you
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greater detail of the i1tems that I"m going to cover here.

H.K. Housing Partners is requesting an
extension of the substantial construction completion
deadline established for the tax credit program.
Unfortunately, our request for that extension was
submitted after the established deadline due to an
administrative error on my part.

As a retired public official, 1 understand the
dilemma and can only apologize for that oversight. 1 will
note that this is my third major development in Corpus
Christi, and that 1 have always been timely iIn the past on
meeting any and all benchmarks, and 1 hope to always be
timely i1n the future.

In this case, our extension request is
predicated on extraordinary weather that we received in
Corpus Christi. Our site received over 40 inches of rain
during the summer and fall. And basically we couldn"t get
around and do the heavy work that we needed to do.

We"re very proud of our site. It"s located in
a designated redevelopment zone close to many amenities
and on two major thoroughfares. Beyond those advantages,
though, the site i1s very flat, minimizing the cost
associated with a topol [phonetic], but conversely, the
lack of slope delayed the drying process. Eventually we

couldn®"t rely on age alone, and we had to pump out the
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moisture.

That being said, we do believe that the Holly
Park we completed will be a significant relief to the
city. For the record, the project is significantly under
way. Initial permitting has already been granted, and
much of the infrastructure in terms of the water, sewer,
stormwater drain system for the development is
substantially complete.

The framing of the foundations iIs under way.
We have several photographs in the notebook that we®ve
created for you that clearly indicate that the progress
that we"re referring to here is in place, and is a fact.
We"ve spent over 21 percent of our total development cost,
and we spent over $1 million in hard construction cost.
The construction is evident. It i1s substantially under
way, and as speak today, 1 have lots of people on the site
digging trenches and putting In forms and finishing up.

Also present today is Nicole Flores, who is a
PNC multicapital who can provide you the lenders*
perspective. And we also have Ms. Dykema, who is the
architect for the project. And she can certify to you the
rate schedule and our current condition.

Some of you have had the opportunity to visit
some around the state, Corpus Christi, when the TDHCA had

its board meeting. And I was real proud of the fact that
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you took time to visit and you became familiar with 1t. |
assure you the same quality and care is being used in the
development of Holly Park.

And 1 also had -- and as mayor, 1 can tell you
that receiving a call from the mayor®s office saying, what
are you doing, or, why didn®"t you do this right, is not a
lot of fun, and I apologized to the mayor and | assured
him that we would do our best to do what we needed to do
to carry out this development for the city.

MR. SALINAS: You“re talking about your mayor,
right?

MR. ELIZONDO: Right, the mayor of Corpus
Christi.

(Laughter)

MR. ELIZONDO: Receiving a call from the mayor
of Corpus Christi, who is a retired military official,
telling you, why didn"t you meet this deadline, was not a
lot of fun, but yet at the same time, he"s always been
supportive of our efforts.

I ask you to grant TDHCA project number 02107,
the extension requested, and | apologize to you for the
work that 1"ve caused you. Thank you for your
consideration.

MS. ANDERSON: Thank you.

MR. SALINAS: You know that the staff"s
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recommending against you on this.

MR. ELIZONDO: I understand.

MR. SALINAS: The mayor is going to be real
upset.

MS. ANDERSON: Nicole Flores?

MS. FLORES: Good morning, Madam Chair, Mr.
Vice-Chair, distinguished members of the Board, new Board
members -- Delores -- staff, Ms. Carrington. My name 1is
Nicole Flores. 1°m very pleased to be here this morning
and speak to you on behalf of PNC Bank. For the record,
the bank"s local offices are addressed at 6209 Ledge
Mountain Drive here in Austin.

I*"m speaking today in support of the extension
request relative to the date for commencement of
substantial construction completion for TDHCA project
number 02107. This project is the Holly Park Apartments
in Corpus Christi, a project we at the bank have
affectionately termed Lake Holly for the last five months
since its closed construction loan.

PNC Bank has a substantial role in this
project, having arranged for the syndication of the tax
credits, as well as providing both the construction and
permanent loan financing. To date, PNC has arranged for
the construction on closing in June of this year, along

with admission of the special limited partnership, an
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installment of iInitial tax credit equity in the amount of
$1.4 million.

In addition, construction loan proceeds iIn the
amount of $1.2 million have been disbursed to the
partnership for work completed to date. Over $2.6 million
totaling 21 percent of the development cost for the
project have been expended to date.

PNC employs a third-party construction
inspection firm, Betzler [phonetic] Construction, to
provide regular progress and draw assessment visits to the
project site. Mr. Dave Betzler, president of Betzler
Construction, was at the site on June 30, July 30,
September 3, October 1, November 5, and December 3, to
assess the construction progress for the monthly draws.

Following Mr. Betzler"s last site visit on
December 3, the site construction progress was approved at
12-1/2 percent, and showed significant progress toward
completion of the underground utilities and foundation
form work. Mr. Betzler™s previous reports indicate that
heavy rains during the course of some site inspections and
site conditions remained unsuitable for preliminary
construction activity.

I"m fortunate to have immediate family In the
Corpus Christi area, so beyond my role at the bank, I1%ve

had the opportunity to visit this construction twice since
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the construction commenced. On both occasions, there were
torrential downpours which flooded many streets throughout
Corpus Christi. |In visiting the site, there was no
activity. 1 was frustrated, as a lender of this project.

I wanted to call the developer, I wanted to yell and fuss
and scream. There was no one to blame. There was no one
to blame but Mother Nature for the delays at the site.

I had a lengthy meeting with the developer and
the development in October. We spent the day together
regarding overall progress and the need for revised
schedule that would meet the timelines of all parties
involved.

Mr. Elizondo and Ms. Dykema, the project
architect, provided me with substantial evidence of the
rain delays outside of the iInstances where my inspectors
and | had personally witnessed substantial torrential
rains at this site. |In addition, the development team
presented a coherent plan for regaining the time on the
project"s schedule. Since rains in Corpus have ceased iIn
the last few weeks, the site has become buildable we have
witnessed significant progress, evidenced by substantial
completion of the site utilities and installation of
foundation forms. 1 understand the contractor will be
pouring foundations iIn the next few days.

As the finance partner iIn this transaction, we
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have strong confidence in the capabilities of the
development team to complete this project on a timely
basis. I urge you to not slow the progress of this
development.

Our most recent market updates earning special
visit in October indicate that among affordable projects
in Corpus Christi, the occupancy rate exceeds 96 percent.

There are waiting list at several of the other tax credit
properties currently in existence iIn that city. We would
believe there is a great need for additional quality
affordable housing In Corpus Christi.

Please support the request of this applicant to
extend the deadline for commencement of substantial
construction. Thank you for your time this morning, and
I"m happy to answer any questions.

MS. ANDERSON: Thank you.

MS. FLORES: Thank you.

MS. ANDERSON: Ms. Dykema?

MS. DYKEMA: Good morning. [I"m Bibiana Dykema.

I"m a principal with Dykema Architects in Corpus Christi.

I"ve been practicing there for 25 years. And we have
experienced tremendous rainfalls. We actually -- I hate
to say this with Kelly in the room -- but we love them,
because we went through terrible droughts, but we have

gotten the rain we want, and we don"t want any more rain.
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And 1 have many projects that this has impacted.

This construction team -- the superintendent
and the project manager -- are all very committed. During
all this rain, they“ve given me 80 percent of the
submittals, so we"ve gotten that all out of the way. They
kept producing more and more work to try to keep going.

So my only concern is now they“"re going to be
going so fast that I"m going to be out there every day.
But we"re pouring foundations next week, and progress is
speeding along, because we"ve had about a month without
rain.

So I"m very confident in the team, and I just
wanted to relay that to you -- that 1t"s now making great
progress, and we"re hoping that maybe the rain will let up
for the next six months or so. Any questions?

MS. ANDERSON: Thank you very much.

MS. DYKEMA: Thank you.

MS. ANDERSON: Bob Sherman. Mr. Sherman, do
you want to testify now, or for the --

MR. SHERMAN: No, 1 filed that form just in
case Kelly needed some support, so there"s no reason for
me to speak now.

MS. ANDERSON: Okay. Thank you.

I have a form that -- 1t"s someone that

supporting an Arlington project, Item 6(c)(1l), a person
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that lives in Dallas, but there"s no name on this form.

MR. FISCHER: 1t"s me, Bill Fischer. 1711
speak at my i1tem, Parkview Townhomes.

MS. ANDERSON: Oh, okay, Bill. Tom McMullen.

MR. MCMULLEN: Madam Chairman, honorable
members of the Board, distinguished staff, good morning.
My name is Tom McMullen. 1"m the developer of the
Kingfisher Creek Apartments here in Austin, and 1"m not
here to ask you to do anything here today, I"m here to
thank you. 1 just wanted to take just one minute, not
three, and thank you.

You heard our agenda item in March relating to
a departmental deadline. You granted an extension, or
some relief with respect that extension. And since that
time, we have placed the project in service and have met
all the department deadlines. And all I really wanted to
say was thank you so much for recognizing that development
is a series of hurdles. A lot of times things don®t go
the way you think, but together we solved this, and we
very, very much appreciate it, and we"re very grateful.
Thank you.

MS. ANDERSON: Thank you, Mr. McMullen. We"re
going to take a short break, like a ten-minute break. But
before we do that, 1 want to be sure and acknowledge --

you heard the testimony from Representative Mercer earlier
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this morning. We"re also pleased to have his chief of
staff, Don Jones, with us. We"re pleased to have Jeremy
Mazer [phonetic], Representative Caligari®s staff member,
as well as Beau Rothchild, who is the committee support
member for the House Committee on Urban Affairs. Welcome
to you all. Appreciate you being here.

We" 1l take a ten-minute break.

(Off the record.)

MS. ANDERSON: Okay, our next item of business,
Item 1, is Presentation, Discussion, and Possible Approval
of the minutes of the Board Meeting of November 14, 2003.

MR. CONINE: Move for approval.

MR. BOGANY: Second.

MS. ANDERSON: We have a motion and a second.
Any discussion? Hearing none, all those in favor?

(A chorus of ayes.)

MS. ANDERSON: Those opposed? Motion carries.

Item number 2 is the Appointment of Committees
of the Board by the Presiding Officer. That would be me.

I"m pleased to be here. 1 appreciate the Board-"s

patience and their good will today as I, as well as the
staff, work to try to begin to fill some very big shoes
that were left by our former chairman, Mike Jones, who 1
think will be missed by our staff, and certainly by the

Board.
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And he left us many lessons, but he personally
left me one valuable lesson, and that is that the need for
our Board, from time to time, amidst all of our
complicated rules that are established for very prudent
reasons -- to also balance those rules against what Mr.
Jones liked to call plain old common sense. And 1 think
that was good advice that I"ve taken to heart, and 1 hope
will continue to serve this Board and me well as we move
forward.

I also want to welcome our new Board member,
Pat Gordon from El Paso.

We"re very pleased to have you join the Board,
Pat. We"re pleased to have El Paso represented on this
Board.

(Applause)

MS. ANDERSON: 1 think Pat®"s esteemed legal
background, as well as his personal background, bring an
important new perspective to the Board, and I"m sure my
fellow Board members who had an opportunity to meet him
last month join me in welcoming him.

MR. CONINE: Speak. Does he want to speak?

MR. GORDON: How are you all doing? As you can
tell, I"ve been pretty quiet this meeting. But I look
forward to serving on the Board. 1 look forward to

carrying on everything to do with the Board, and doing the
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best I can. And I"ve got a lot to learn still, but I°11

do my best, and 1 appreciate everybody®s support. 1

appreciate everything Edwina has done for me. [1"ve had to
learn -- had a crash course in a lot of things, and the
Board has been very supportive. And once again, | look

forward to serving and doing a good job the best 1 can.
Thank you.

MS. ANDERSON: Thank you, Pat. It is my
pleasure at this time to make committee appointments. We
have three -- traditionally have had three standing
committees here at the Board level that 1 think all have
an important role to play. And so I will discuss each of
those 1In turn.

Our Finance Committee handles a wide variety of
some of our financial issues. Vidal Gonzalez will chair
that committee. And then I"ve also asked Kent Conine and
Shad Bogany to serve with him on the Finance Committee.
And 1™"m going to use a little personal privilege to give
each committee just a brief charge.

Our Audit Committee, which 1 had the privilege
of serving on for the last couple years, has been very
active. That"s good news and bad news. We needed to be
active, but the good news i1s, the committee and the
agency, with a lot of hard work from the staff, have come

a long way under the leadership of David Gaines in the
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last two years, resolving a number of audit iIssues.

But it proved that an active committee can
really provide the support to management in order to get
some significant progress made. So 1°"m asking the
chairman of our committees going forward to initiate an
active agenda to make all of these committees very active
components of our life here at the agency.

In the area of finance, we"ve talked for some
time, and I hope that we will be able to pursue the notion
of committee agenda around bond finance, review of all our
bond finance. There have been tremendous changes,
particularly in the mortgage market over the last year or
so. With the interest rate environment we"re in, | think
a review of that would be very helpful to the Board.

In the area of Programs, 1"ve asked Kent Conine
to chair the Programs Committee. And Vidal Gonzalez and 1
will serve with him on that committee. And sort of the
charge to that committee is that we get very busy
following the last two sessions of the legislature, where
there®s been significant change to the underlying
legislation of the agency that require a lot of rule-
making and a lot of hard work on the part of our staff to
make sure that we"re complying with the legislative intent
of those changes from the last two sessions.

And so perhaps we haven®t spent as much time as
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we might looking individually at the programs of this
agency, and then sort of cross program at the functions or
the populations that these programs serve, whether i1t"s
rental assistance or owner-occupied, at-risk rehab versus
new construction. So both sort of program silos and the
functional areas and a review at the Board level, with the
staff"s help, | think may uncover some additional
opportunities that help us really target our resources
where the housing need really is. And so I look forward
to seeing the work of the Program Committee in that area.

The Audit Committee -- 1°ve asked Shad Bogany
to chair the Audit Committee, assisted by Mayor Salinas
and Pat Gordon as members of that Committee. And I think
this Committee over the last couple of years, under
Vidal"s leadership, has made huge strides as a Committee,
and certainly none of that would be possible without the
work of David Gaines, and really everybody on the staff
who had an audit-related issue or an information systems
issue that came under the Audit Committee™s purview. But
I think there are some additional opportunities to
continue that good work.

And so | appreciate Vidal and Kent and Shad
each agreeing to chailr these committees, and look forward
to, as | hope you will, participating in those committee

meetings as items of interest come up for you.
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And 1 just want to say one other thing. It"s
been a long year. We"ve had a legislative session iIn
Texas that always adds to the operational tempo in this
agency. There were significant changes voted by the
legislature and signed by the Governor iIn June. The staff
has worked very hard to get all the proper rule-making iIn
place so that our programs beginning January 1, 2004, for
the tax credit cycles, and so forth, fully reflect those
legislative directives.

And we"ve had a busy time with a lot of public
comment on a lot of these rules. We"ve had some Board
meetings in the last year that -- 1 want to say this one
iIs -—— I"m very pleased by the tone and the tenor of the
public comment in the meeting this morning. There are
some tough issues at play this morning that are in front
of this Board, but the tone and the tenor of the public
comment has been very civil and very constructive. And
many of us know that that"s a standard that sometimes our
public comment doesn"t quite reach.

And so I would ask that the tone and tenor that
we"ve witnessed this morning be the model for us going
forward. This iIs the season of peace --

(Laughter)

-— and so 1 would wish peace for each of you

all, and that we have peaceful dialogue between ourselves.
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We can be really tough on the issues, because we face
tough issues together, all of us, as members of
communities, as members of the development community,
financial community, advocacy community, Board staff --
all of the publics that are interested iIn these topics.

We can be tough on the issues, and still be soft and civil
on the people.

And so that"s my aspiration for how we will
complete this Board meeting and enter in the new year
together. And | appreciate my friendship and
colleagueship with each member of this Board, and with the
senior staff of the agency that I am privileged to work
with. And I appreciate the committee members agreeing to
serve on these committees going forward.

(Applause)

MS. ANDERSON: We turn now to Item 3, which is
Presentation, Discussion and Possible Approval of several
documents produced by the agency.

Ms. Carrington?

MS. CARRINGTON: Thank you, Ms. Anderson. |
would like to also congratulate you as the new Chair of
the Board of the Texas Department of Housing and Community
Affairs. And 1 have been working on Madam Chairwoman,
Madam Chairman -- 1 just, you know --

(Laughter)
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MS. CARRINGTON: So I may slip a time or two.
So thank you very much and congratulations.

MR. CONINE: How about Chair Mom?

(Laughter)

MS. ANDERSON: And welcome Mr. Gordon, also.

The first item for the Board®"s action this
morning Is the approval or consideration of approval of
the 2004 State of Texas Low Income Housing Plan and Annual
Report. This 1s a document that the Board approves on an
annual basis, and you typically look at it in December of
every year.

This plan is one of three that is produced by
the agency. I1t"s a comprehensive planning document. This
one, the Consolidated Plan, which you®re going to look at
next, and the Strategic Plan, which 1s not on the agenda
today. The SLIHP, as we call it, actually does four
things. 1t has four capacities for the department. It
provides an overview of our housing and housing-related
programs and priorities. It outlines the state housing
needs. It provides TDHCA program funding levels,
performance measures, and reports on the department®s
activities during the preceding year.

We*ve highlighted for you on your summary page
the major changes from the 2003 State of Texas Low Income

Housing Plan and Annual Report. 1 think probably very
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significant, of course, iIs the 78th Legislative Session
overview. And then the last bullet, the Regional
Overviews, now include available funding performance
measures, anticipated allocations, iIn the various regions.
And it also provides the comments from the Community
Needs Survey and the Regional Advisory Committees. And
this 1s the fTirst time that we have been able to provide
this information now on a regional basis.

There have been three changes since the draft
plan went to the Board in September for you all®"s approval
before i1t went out for public comment. And that i1s, we
have identified a $3 million set-aside in the multifamily
for the HOME Program that would be for the development of
small units -- small numbers of units -- ten-, 15-, 20-
unit developments. We made adjustments to the regional
allocation formula and the affordable housing needs score,
which you all approved at the November Board meeting. And
then we made some minor language changes.

We do have, as Is our practice, an Attachment A
to this document that"s a reasoned response. It"s the
public comment we received on the various components of
the State Low-Income Housing Plan, and the staff"s
response to those comments.

And with that, 1 would ask the Board if they

had any questions, and we are asking for your approval of
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this document.

MR. BOGANY: So moved.

MR. GONZALEZ: Second.

MS. ANDERSON: We have a motion and second.
Discussion on the motion? Ready to vote? Hearing no
discussion, all in favor say aye.

(A chorus of ayes.)

MS. ANDERSON: Opposed?

(No response.)

MS. ANDERSON: Motion carries.

The second document for your consideration is
the 2004 State of Texas Consolidated Plan and One-Year
Action Plan. This 1s the document that i1s required by the
Department of Housing and Urban Development, and it
describes the federal resources that will be available to
the agency and actually to the state. It not only
includes Texas Department of Housing and Community
Affairs, but it includes ORCA, the Office of Rural
Community Affairs, Texas Department of Health. It also
outlines the method for distributing the funds.

And the funds i1n particular we"re talking about
are community development funds, CDBG, which go to ORCA;
HOME Funds, which come to the department; the Emergency
Shelter Program, ESG, which also comes to the department;

and Housing Opportunities for Persons with AIDS, or HOPWA.
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And those funds actually go to the Department of Health,
but i1t Is our agency®"s responsibility, since we receive
the majority of the funds, to create this plan.

We"ve identified the capacities that the plan
serves for the agency. On the second page, we have
identified for you the summary of changes from last year
to this year. And the one and only -- we"ve told you
we"ve updated the HOME allocation based on legislative
changes, and what that was, was the new discussion of
urban, exurban, and then rural and then changes from when
the plan went out for draft back last fall, to what you
all are looking at today. Agailn, a reasoned response 1S
provided for you.

This plan was one of 13 or so documents that
the agency did have under consideration in our 13 public
hearings around the state, and our consolidated public
hearings. And as we"ve told you before, we had about 250
people In attendance at those public hearings.

MR. CONINE: Move for approval the 2004
Consolidated Plan.

MR. GONZALEZ: Second.

MS. ANDERSON: The motion is seconded. Any
discussion? Hearing none, all those in favor?

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.
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Let"s say congratulations to the Center for
Housing Research, Planning and Communication. This is a
good part of the work they do. Very major documents for
this agency, so congratulations Sarah Anderson, the
director, and your staff.

The third item for your consideration under
this section is -- we are proposing an amended rule which
would amend our existing public comment procedure. We
currently have a rule addressing how the department will
take public comment. As a result of Senate Bill 264, in
particular Section 4 of that, that legislation says that
the Board shall adopt rules governing the topics that may
be considered at a public hearing. So what we are doing
is amending our existing rule for public comment
procedures, and we"d be calling i1t Public Comment
Procedures and Topics at Public Hearings and Meetings.

You will see a list of ten of those items on
your summary, and for your information, if these look
fairly familiar to you, we did include those already.
They have been included in the 2004 Qualified Allocation
Plan as discretionary factors. So staff 1s recommending
the adoption of the amended rule, and that rule is
included in your Board Book.

MR. BOGANY: So moved.

MR. CONINE: Second.
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MS. ANDERSON: We have a motion and second. Is
there any discussion? 1 have one comment as a Board
member to make on this, or suggestion to make. 1 think
we"ve worked very hard. Those of you that were in this
industry three or four years ago know that two sessions
ago, one of the criticisms leveled at this agency was that
we did not consider public comment. And so we have taken
significant measures, which you heard again, this morning,
to take public comment in a variety of public hearings.

I mean, 1 think the public hearing schedule
continues to grow. We take public comment at the
beginning of the Board meetings, we take It as an option
at the agenda item. And so | think we have a commitment
to not sort of limit and prescribe public comment. Quite
the opposite -- we invite public comment.

It"s my personal experience that to define
something is to limit it. And so my -- 1 guess | need to
figure out how to put this in the form of an amendment for
the Board to entertain -- Is that for the purposes of this
draft proposed rule that®"s going to be published in the
Texas Register, that rather than the language that"s in
the rule that takes the ten items that were legislatively
defined and expands them to some number quite a bit larger
than that, that for the purpose of the proposed rule, that

we substitute the actual i1tems iIn the legislative
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language, and then we let the public comment period do
its -- play its role and we see where that public comment
takes us. And I would offer that as an amendment to the
draft rule.

MR. GONZALEZ: Second.

MR. CONINE: Ms. Carrington, could you comment
on the differences between the two, | guess? Why staff
was recommending the verbiage that®"s in front of us.

MS. CARRINGTON: Mr. Conine, 1 will ask Chris
Wittmayer, our general counsel, to respond to that.

MR. WITTMAYER: Chris Wittmayer, the
department®s general counsel. We first considered this
new legislation In Senate Bill 264 when we were redrafting
the 2004 QAP. There is a provision in the statute which
says that -- well, the basic thrust of the statute -- it
says that the rules must require the department to
consider the following topics iIn relation to a proposed
housing development. And the last item is, any other
topic that the Board, by rule, determines to be
appropriate.

So when we went through the QAP process, and we
were putting it together, we thought that there were some
additional topics we thought appropriate to add. 1It"s
entirely in the Board"s discretion if we should go

strictly back to the Senate Bill 264 language, and not
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include any additional ones, and see how that comes out in
the public comment, or to propose a rule which tracks what
we have in the current QAP, and change it after or during
the public comment period.

I guess one concern I would have i1s there i1s a
limitation in the law on what changes we can make after
the public comment period. That is entirely iIn the
Board®"s discretion to choose to amend the rule that the
staff 1s putting before you as a possible proposed rule
which we*l1l put out for public comment.

MR. CONINE: So the words that are proposed in
the draft comments are right out of the QAP.

MR. WITTMAYER: Correct.

MR. CONINE: And the words that are on page 1
i1s right out of the legislation.

MR. WITTMAYER: If you®d like, 1 could go
through each i1tem and tell you what"s --

MR. CONINE: No, that"s not -- I can read. |
can see here. The differences, you know, such as -- let"s
take Item 3 as an example. The compliance history of the
developer, Is what the statute says. And what the QAP now
says of the compliance history, the applicant and/or
developer. Slight modification.

MR. WITTMAYER: Right.

MR. CONINE: No real big deal, but picks up an
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extra entity, as opposed to what the statute did. 1
understand we did this in the QAP. In the QAP, are we
still talking about public comment? In the QAP? Is that
what we were addressing here? Or was this list a
different list?

MR. WITTMAYER: 1In the QAP, since this rule
says that the Board must consider these i1tems, we thought
it appropriate to make these discretionary items when the
Board approves a tax credit development, or reviews a tax
credit proposal for possible allocation of credits.

MS. ANDERSON: So there are discretionary
factors in the QAP.

MR. CONINE: Okay. Do you understand what --
they“re saying there®s a mismatch now between the rule for
public comment and what we voted on last month for the
QAP. I guess what would happen in that circumstance is
that 1f you"re coming before us, you still got to meet the
QAP, whether or not the rules of public comment. If you
have a broader inclusion, 1 would think.

MR. WITTMAYER: 1It"s not that big a problem if
there®s an inconsistency between the two rules. This just
says that these are topics that the Board must consider at
a public hearing. The QAP factors, which generally list
the same items, are discretionary factors which the Board

can use to choose to make a tax credit allocation and vary

ON THE RECORD REPORTING
(512) 450-0342




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

29

90

from the scores which rank the various tax credit
applications.

MR. CONINE: What you®re suggesting, Ms.
Anderson, is that we just follow the letter of the
statute, see what shows up.

MS. ANDERSON: And see what the public has to
say about the way we take public i1nput.

MR. CONINE: Okay. That"s all the questions I
have.

MS. ANDERSON: Any other questions? Ready to
vote? All those in favor, say aye.

MR. CONINE: What -- you"re voting on the
amendment?

MS. ANDERSON: Oh, I®"m sorry. Yes, we are
voting on the amendment.

MR. SALINAS: |Is that recommended by the
counsel, that we can do the amendment?

MR. CONINE: Well, I didn"t hear him say we
couldn™t.

MS. ANDERSON: So is everybody clear on what
we"re voting on? Okay. Vote on the amendment. All those
in favor?

(A chorus of ayes.)

MS. ANDERSON: Opposed? The amendment carries.

Now the vote on the main motion on the rule. Any other
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discussion? All those i1n favor?

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.

Item number 4: Presentation, Discussion and
Possible Approval of Final 2004 Application Submission
Procedures Manual for Housing Tax Credits and Housing
Trust Fund. Ms. Carrington?

MS. CARRINGTON: Thank you, Madam Chair. At
the Board meeting last month, I remember that you all
approved a draft of the Application Submission Procedures
Manual, and i1t was a draft because we did not have the QAP
finalized at that time, and yet we did need to put the
development community on notice for the timelines and the
requirements with the 2004 cycle.

This is a document that applies to both housing
trust fund and housing credits, so we use it in two
funding areas. And the draft that was taken to the Board
in November is the same as this document that the Board is
being asked to look at.

We made a few minor changes, yes. Some
language -- yes. |1 didn"t think it was anything
significant. Okay, thank you.

So we made a few minor changes to the document.

It does track all the requirements In the QAP, and we are

requesting that the Application Submission Procedures
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Manual for Tax Credits and Trust Fund be approved by the
Board.

MR. BOGANY: So moved.

MR. SALINAS: Second.

MS. ANDERSON: There®"s a motion and a second.
Discussion on this item?

MR. CONINE: We"re okay. You define minor.

(Laughter)

MR. CONINE: Come on up.

MS. BOSTON: Really?

(Laughter)

MR. CONINE: Just give me one example, just so
I can see 1T your definition squares with mine.

MS. BOSTON: For instance, any of the changes
that the Board made to the QAP, we made sure were
integrated into the manual so the language tracked
exactly. We also -- we used the manual also to guide the
submission for bond applications, and so we added the
section that actually goes behind each tab. Just little
nuts and bolts stuff like that.

MS. ANDERSON: Any other questions for Brook?
Any other discussion? All in favor of the motion?

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.

MR. CONINE: Ms. Anderson, 1°d like to thank --
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since the subject i1s the Housing Trust Fund, 1°d like to
thank Gordon Anderson for having his cell phone on a few
minutes ago, and having a $100 donation to the Housing
Trust Fund. Appreciate you doing that.

(Laughter)

MR. CONINE: 1It"s the season of giving. Thank
you very much.

MS. ANDERSON: 1Item 5: Presentation,
Discussion and Possible Approval of Programmatic ltems.

Mr. Bogany?

MR. BOGANY: Okay. We"ve got several topics,
and we"re going to start off with the Release of Land Use
Restriction Agreement for Central Plains Center. And I™m
going to turn it over to Ms. Carrington.

MS. CARRINGTON: Thank you. Only the Board can
authorize the release of a Land Use Restriction
Agreement -- what we call a LURA. This i1s recorded. The
requirements in the LURA are recorded in the property
records of our tax credit developments, our tax credit and
bond developments. In this case, this is a Housing Trust
Fund award from several years ago, from 1992. So you all
do not see these often, because we do not have too many
requests to release LURAs.

This one was a very unusual circumstance with

an entity called Central Plains Center that did receive an
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award of $398,850 in Housing Trust Fund money; $298,350
was a grant, $100,000 was a loan. And what Central Plains
Center did was purchase 13 single family residences, and
they were housing individuals with disabilities. And they
are located 1In -- they"re spread out. They"re spread out
in seven of nine counties that this area serves. The
Central Plains i1s located actually in Plainview.

The Department of Mental Health no longer
allows them to lease units to clients that they are
serving. And so they"ve been leasing these units to the
public at large. 1It"s not a business they"re iIn to
provide this kind of housing for individuals who do not
have disabilities. And so they are asking of the
department, and asking this Board, to be released from
this LURA. And it 1s my understanding that i1f indeed the
LURA 1s released, that they do have a buyer for the 13
houses, and will be basically getting out of this
business, and that staff is recommending the release of
this Land Use Restriction Agreement.

MS. ANDERSON: We do have an individual present
here from Plainview to answer any questions if the Board
has any questions.

MR. SALINAS: | move we go ahead and release.

MR. BOGANY: Second.

MS. ANDERSON: We have a motion and a second.
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Any discussion? Hearing none, all those in favor?

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.

MR. BOGANY: We have some single family home
programs. We have the 2000 OlImstead set-aside awards
totaling 469,000. 1I1"m going to turn that over to Ms.
Carrington.

MS. ANDERSON: 1 do have somebody that wants to
speak to this item. Should we let them go ahead?

MS. CARRINGTON: Yes.

MS. ANDERSON: Kelly Mullane? Sorry if 1
messed that up.

MR. MULLANE: Good afternoon, Madam Chairman,
Ms. Carrington, Board members. My name is Kelly Mullane.

I am with Grant Works [phonetic], and 1 wanted to thank
you for the opportunity to present you with a couple of
letters of gratitude from communities that have been
recommended for 2002-2003 funding. And also to say that I
am looking very forward to implementation of this.

MS. ANDERSON: Thank you.

MS. CARRINGTON: Thank you.

MS. ANDERSON: Ms. Carrington.

MS. CARRINGTON: Thank you. The first i1tem
under the Single Family Home Program is the 2003 Olmstead

Set-Aside Awards totaling $469,242.
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The department has allocated $2 million toward
populations that are served and addressed iIn the Supreme
Court Olmstead decision. And what that Olmstead decision
did was focus, or related to, deinstitutionalization of
persons with disabilities. As a response to that, the
department allocated two million to serve these
populations. Our Governor also released an executive
order on community-based alternatives for people with
disabilities, requiring the Department of Health and Human
Services Commission to work together to ensure accessible,
affordable, integrated housing for people with
disabilities.

We heavily, heavily marketed this NOFA. Staff
tells me we probably more heavily marketed this NOFA than
one in a long time. We sent out information to over 600
entities. We had three workshops -- Dallas, Houston and
Austin. We believe our workshops were well-attended. We
had representation from 35 interested organizations. We
also had information on our website posted in the Texas
Register.

What we are looking to award today is $269,242
in tenant-based rental assistance -- what we call TBRA.
We had four applications, and we are recommending the
funding of all four. We have project costs, and then a 6

percent administrative fee that brings us up to the
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269,242.

What we are planning on doing -- we still have
about 1.5 million remaining. And what we will be planning
to do i1s have an open cycle for the remainder of these
funds, because i1t is our intent to achieve success iIn
allocating the full two million. And we have listed the
three organizations -- this Affordable Housing Caring,
Inc., in Bryan actually serves a large geographic area,
and so they applied to serve persons with disabilities in
two of the areas that they serve. Project funds and
administrative funds are being recommended in these
amounts for these groups.

MR. BOGANY: So move.

MR. GONZALEZ: Second.

MS. ANDERSON: We have a motion and a second.
Are there any questions or discussion?

MR. CONINE: Ms. Carrington, what"s the
feedback, 1 guess --

MR. SALINAS: It"s 469-.

MS. CARRINGTON: 469,242.

MR. SALINAS: You said 266-.

MS. CARRINGTON: Oh, I"m sorry. $469,242.
Thank you.

MR. CONINE: They like that admin fee to add in

there.

ON THE RECORD REPORTING
(512) 450-0342




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

29

98

You said i1t was heavily marketed, 1 think was
the word you used.

MS. CARRINGTON: Yes, sir.

MR. CONINE: And, you know, we sit on this
Board and hear a lot from the disabled community, yet
we"re not getting all the funds used up. And I guess I™m
curious what some of the feedback was to the process.

MS. CARRINGTON: 1°d like to ask Eric Pike,
who"s the director of single family, or Sarah Anderson --
they“"re discussing it.

MS. (SARAH) ANDERSON: There are actually
several circumstances associated with this money. Number
one, as you know, HOME funds are very difficult to
administer for newer organizations. It tends to require a
little bit more sophistication. In some cases, the
organizations that are interested in applying for these
funds have had some capacity issues, and there were also
some issues associated with administrative funds.

It"s not just like going out and using 1It,
going to a general population, and trying to give out
vouchers. 1t"s much more complicated. There are
relocation issues associated with this. 1It"s sort of a
new beast for the agency to be dealing with something as
complicated. It"s going out and finding people in

institutions, putting together their local support
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services, finding the accessible housing. It just is very
complicated. And this is the first time that we have had
this forward, and there"s a learning curve on both sides,
to be perfectly honest.

We"ve been working with a lot of people iIn the
disability community, have identified what some of the
shortfalls are. | have a request in to Health and Human
Services for additional administrative money to cover the
relocation side, the cost there, because that seems to be
where the organizations are having the difficulty. And in
most cases, it takes a full-time employee just to go out
and take care of -- even before they issue the voucher --
to take care of the people that they"re trying to serve.

So it"s just a little bit more difficult than
what we"ve -- a regular rental assistance program. |1 have
made it clear to the disability community that, while they
have traditionally been very good at coming to us and
asking for the money, now they need to get out into the
field and be putting the partnerships together. 1
personally don"t care who administers it as long as the
people In the end are being served.

I think that initially they were looking at
this as a capacity-building effort, and our job to build
their capacity. And I°ve made it very clear that there

are existing capacities in the field. They need to be
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putting that together, and 1 think we"ve made our point
clear. 1 think as we do an open cycle, we*"ll be much more
successftul i1n getting the funding out. And I would urge
the Board to give us a little bit more time with this.
This 1s not only In response to the federal Supreme Court
decision, but actually two executive orders from the
Governor®"s Office -- one from the previous governor, and
one from this one.

We do have charges to continue to work with
public housing authorities and to provide this service,
and 1 would hope you would give us a little bit more time
to work through the issues.

MR. CONINE: Is this the result, Ms. Anderson,
of an all-year effort, or is this -- when did we do the
NOFA?

MS. ANDERSON: The NOFA went out -- It was due
on the 31st, first of October. We had a lot of people
show up -- 1 think they said almost 50 organizations
showed up at the three workshops. It"s just that when the
numbers -- when they tried to figure out the numbers, they
were always coming up short on the front end in needing
administrative monies to do the relocation side, which is
outside of our purview.

And the Health and Human Services Commission

has a little bit of money to do promoting independence. 1
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sit on an advisory committee over there. 1"ve asked for
about $160,000 to go towards this for separate
administrative purposes. And I"m hoping that will make
the difference.

MS. ANDERSON: 1 have one question. What is
the length of time -- you know, we said we"re going to

serve five families, and it"s $67,000. |Is the thought

that these are renewable, but then these -- our
applicants, our grantees -- then come back and renew
these? | mean, you know, it"s not a bottomless pot of

money. SO --

MS. (SARAH) ANDERSON: The thought in this
case, and as was outlined in the NOFA, was the HOME funds
are intended to be a bridge towards either self-
sufficiency or using local Public Housing Authority funds.

So as we outlined in the NOFA, as they undertake this,
the i1ntention is that they should be working with the
Housing Authority to get them on the list there and
absorbed.

We do have some vouchers that -- we"re in a
pilot program with HUD -- that in the event that the term
of their contract runs out, we certainly don*"t want to
pull money and have somebody thrown back into an
institution. So we do have some flexibility with some

vouchers that we have that we can -- iIn the event that
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they can"t get the Housing Authority to absorb or take on
someone, that we will be able to continue that bridge
until such time that they do.

Believe me, everyone will be working with the
Housing Authorities, and we do have the flexibility for
someone to come back and reapply, and to start the clock
ticking. But these are two-year grants -- really 30
months to expend. So it shouldn®t be an endless --

MR. CONINE: And the open cycle will take
care -- the unused funds this year will roll into next
year and will be an open cycle related to this program.
Is that what you®re advocating?

MR. PIKE: Right. Eric Pike, Director of
Single Family Financing. We are looking to make the open
cycle available sometime In January. And Sarah and her
group has been very instrumental in working with me and my
staff. This 1s very much a collaborative effort. We"ve
worked with Health and Human Services on this. There"s
been a committee that was formed to get input from that
organization. They"ve helped us to get this information
out.

I think, like Sarah said, it"s going to take a
little time for folks iIn the industry to figure out how to
best put these deals together. And I think in time we"ll

be able to get all of these funds out the door.
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MR. SALINAS: How much funds are you all
talking about?

MS. (SARAH) ANDERSON: It"s $2 million for this
year and $2 million for next year. And the intention of
this was -- 1 suppose you could say, in a way, capacity
building, in that our hope is that the organizations that
get involved will then have the ability to come back and
go through our regular funding cycles, once the set-
aside -- sort of build that institutional knowledge on how
to work with HOME funds.

MR. SALINAS: And the Relocation?

MS. (SARAH) ANDERSON: The Relocation part --
Health and Human Services and the Department of Human
Services works on that side, and we"re -- it"s just sort
of a new Initiative and i1t"s taking a while to get things
up and running, identifying people. And it is difficult
in a lot of cases, because our HOME funds have to go
primarily to rural areas, finding housing stock that is
accessible, 1n addition to finding the support services
that they need. It just takes a little bit longer.

MR. SALINAS: Do you have problems in the rural
areas?

MS. (SARAH) ANDERSON: Yes. Obviously, the
majority of the people end up In many cases in the

metropolitan areas simply because that"s where the

ON THE RECORD REPORTING
(512) 450-0342




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

29

104

services are. There certainly is desire for people to be
able to remain in the rural areas and not have to move.

MS. ANDERSON: Any other questions for our
staff members?

(No response.)

MS. ANDERSON: Thank you both.

We have a motion on the floor. 1t"s been
seconded. Any other discussion?

(No response.)

MS. ANDERSON: All in favor, say aye.

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.

MR. BOGANY: The next topic is Single Home
Program Awards totaling $6,663,361 utilizing deobligated
funds. And I"m going to turn that over to Ms. Carrington.

MS. CARRINGTON: Thank you, Mr. Bogany. ltems
2 and 3 both relate to allocations of deobligated funds,
deobligated HOME funds within the department. You all may
remember last month you awarded about 13.8 million iIn
deobligated funds in the Home Program, and we used those
for disaster relief.

What staff has been doing over, 1 guess,
probably, the last nine months to a year -- and staff is
the staff in Portfolio Management and Compliance. They

have been working to look at our HOME commitments and our
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HOME dollars to determine how many of those are actually
being utilized, and how many of those dollars can be
deobligated. And we have identified about $21 million, 1
think, in deobligated funds that you®ve done 13.8 million
in disaster, and then we have several more -- as you can
see, 6 million and 9 million that we"re asking you all to
consider today.

We believe that we are about at identifying
everything that"s been in the department that should be
deobligated. One of the issues with these deobligated
funds 1s, once you have i1dentified that they are to be
deobligated, then at least on these dollars, HUD has a
February 28 deadline of next year that these funds to have
to be committed.

You all will remember that the Board did adopt
in January of "02 a deobligation policy. And we have
provided you a copy of that policy on both Agenda Item B-2
and B-3.

The first item that we are asking you to
consider is the completion of funding for 33 developments
that were partially funded last summer in the cycle for
HOME awards. We did not have sufficient funds to fund
everyone that requested an allocation, and then there were
some that were only partially funded.

And so what this 1tem would do would be to take
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all of those activities, all of those applications from
last summer, that were partially funded -- and there were
33 of those -- and this would fully fund those
applications. And the total amount would be $6,663,261.
That 1s the total you can see down at the bottom of your
summary page. That does include $256,280 that are in
administrative fees, making your six-million-six total.

And the staff believes that it is Item E on the
policy that was adopted by the Board that says, Other
projects uses is determined by Executive Director and/or
Board, including the next year®s funding cycle for each
respective program.

So staff i1s recommending the full funding of
these 33 applications, and we have provided a list behind
your summary page of those applicable applications and
which region they are located in, and also how much they
were previously funded at, and what this will bring them
up to.

MR. BOGANY: So moved.

MR. GONZALEZ: Second.

MR. SALINAS: These are all HOME funds, first-
time homebuyers?

MS. CARRINGTON: Yes, sir. These are all HOME
awards, and there"s actually two activities that these

applications will be undertaking. One of them is Owner-
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Occupied Assistance, which i1s a rehabilitation program for
people who currently own their homes, and then the other
i1s Homebuyer Assistance, and that i1s our down payment
assistance for first-time homebuyers. So those are the
activities that these 33 groups are undertaking.

MR. BOGANY: So would it be in, like, City of
Carthage, City of Emory? So this would be just in those
areas?\

MS. CARRINGTON: Yes, sir.

MS. ANDERSON: Any questions from the Board?

MR. BOGANY: Just one more. 1In regards to the
rehab, are we going to have something set up where we
have -- that"s where the iInspection process that we talked
about, where somebody from this department would go
inspect and see 1T the house has been taken care of on a
rehab loan?

MS. CARRINGTON: Yes, sir. All of that was
consolidated into the Portfolio Management and Compliance
Division, and so they do all of the iInspections, tax
credits, bonds, home, and also construction draws.

MS. ANDERSON: Other questions? 1 have one
question about this list. This probably would have been a
better question to ask in July than today. But I see the
Travis County HFC on here, and I"m just wondering if

Travis County i1s a nonparticipating -- I"m just trying to
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understand why an urban area Is on here.

MS. CARRINGTON: I"m sorry, Eric. What was the
response? Come to the mike.

MR. PIKE: Travis County is not a participating
jurisdiction. You would think 1t probably would be
because in most people®s minds, it is considered urban,
but officially i1t is a non-PJ.

MS. ANDERSON: Okay. Thank you, Eric.

MR. SALINAS: What was the reason?

MR. PIKE: They are -- HUD makes those
determinations, and under HUD guidelines, they are a
nonparticipating jurisdiction.

MS. CARRINGTON: And I probably don®"t know
their guidelines, but their formula -- because HUD does
allocate by formula -- I think Texas has like 29
participating jurisdictions.

MR. SALINAS: Urban counties?

MS. CARRINGTON: They"re not necessarily urban
counties, but they are counties that meet a variety of
different criteria. |1 mean, they"re going to be urban
counties, but then i1t may be some others that are or are
not, depending on what the criteria is.

MS. ANDERSON: Any other questions? Thank you,
Eric. Or discussion on the Board?

Are we ready to vote? All iIn favor of the
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motion?

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.

MR. BOGANY: So does that motion take care of
two and three?

MS. ANDERSON: No, sir. Three is different.

MR. CONINE: We got more money left over to
give away.

MS. ANDERSON: We have more money left over.

MR. CONINE: Tis the season of giving.

MS. ANDERSON: This 1s, as was evidenced
earlier by the testimony, this is certainly some
allocations that many of these communities were not
expecting, and we did call all of them to let them know
that these were being considered on the Board agenda. And
all of the communities are extremely delighted that they
are now being either fully funded or considered for
funding because they didn®"t make the cut.

And that"s what Item 3 is. There are 25
applications that were in the round that fell below our
cut-off. And we have picked up -- we went down to pick up
all applications now that scored 111. | think our cut-off
before had been 113. And so what we"ve done is been able
to pick up an additional 25 applications for a total of

$9,080,240.
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Again, the staff"s recommendation comes under
Item E of the deobligation policy approved in January of
last year. And 1f the Board does approve this today we
will have funded 204 of the 344 single family applications
during the HOME cycle, and that will total $67,758,021 in
HOME funds for this year.

And there i1s a chart with the communities that
will be receiving the award. All of these are 0OCC, which
IS owner occupied, which 1s the rehabilitation program on
owner-occupied housing, and you can see the amount of the
awards on your chart also.

MR. SALINAS: So is that the ones we turned
down the last time?

RUTH CEDILLO: The previous one.

MR. SALINAS: The previous one?

MS. CEDILLO: Yes, sir.

MR. SALINAS: But that should take care of --
okay.

MS. CARRINGTON: Glad you asked me.

MR. BOGANY: 1°d like to move that we accept
staff"s recommendation of the single family home program
awards totaling $9,080,240 utilizing deobligated funds.

MR. CONINE: Second.

MS. ANDERSON: We have a motion on the floor.

It"s been seconded. Discussion, questions?
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MR. CONINE: Eric, did you call Home Depot and
Lowe®s and told them who®s coming?

MR. PIKE: 1 think we"re going to stimulate the
economy, that®"s for sure.

MS. ANDERSON: 1 have a question. It"s an
allocation question, Eric, please. You know, we"re
proposing to make these payments, and 1 understand that it
was done on a sort of a score -- 111 points or above.

MR. PIKE: Correct.

MS. ANDERSON: And we"re really just covering
applications in six of our 13 Uniform State Service
briefings. And knowing how interested all of our
community around Texas 1s In serving -- trying to
understand the thinking behind that, why we didn"t follow
our regional allocation formula, how far we would have had
to go down point-wise to get something closer to an RAF
distribution. If you could address that.

MR. PIKE: Right. We did consider that,
obviously, and had some discussion at our ERAP meeting
regarding it. The thought process was that we met the
requirements of the regional allocation formula during our
regular "02-"03 cycle. There was also some thought given
to the fact that these are deobligated funds. They"ve
already been disbursed once regionally.

Another thing that we looked at was we took the
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dollars that we had available and ran it through the
regional allocation formula. And what was happening is
that, In some regions, based on the limited amount of
dollars that we had available, we were going to end up
with scenarios where we would have another series of
partially funded projects -- you know, where someone had
asked for maybe $250- or $500,000, and we were only going
to be able to give them 30- or $60,000.

And we just felt that we didn"t want to go
there. It muddies the issue. 1It"s difficult, obviously,
for us to administer, and there would have been some
communities that would have wanted to have given those
dollars back.

So we adopted a method of statewide, iIs what we
looked at, and took the highest ranked projects and funded
down, like Ms. Carrington said, to 111.

Obviously, there are some regions that did not
receive funding in their area. Several of those -- one in
particular, Region 11, which is far South Texas -- if you
remember, we utilized all of those dollars that we had
during the "02-"03 cycle that we awarded in July.

We had a number of applicants, but we didn"t
have an overabundance of applicants. So that would be one
region that would not have appeared on here even if we had

used a regional allocation formula. So that was our
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thinking on that issue.

MS. ANDERSON: Okay. 1 can understand that we
went through the RAF once and these funds came back in.
But without belaboring the point, 1 mean, they came from
somewhere. 1 can understand not wanting to partially fund
awards like we did in July. 1 agree that"s cumbersome,
it"s disappointing to the communities, it"s harder for
them to work with the money and harder for us.

But since you used scoring on a statewide
basis, I"m interested in knowing what the results would
look like if you had used and funded $9 million, split it
up on an RAF kind of basis, and then fund the highest-
ranked applications within each region.

MR. PIKE: We did do that.

MS. ANDERSON: Okay.

MR. PIKE: 1 mean, obviously, it"s not in here
for your review. But we did do that analysis, and 1 don"t
recall exactly how much would have gone into each
particular region.

But we did look at the fact that we were going
to be left with a number of communities that would have
been partially funded. And we -- 1 wouldn"t say we
received negative criticism, but there was a lot of
disappointment in the regular cycle when we were only able

to partially fund some of the projects. So we just felt
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that that was somewhere that we didn"t want to have to go
with these dollars.

MS. ANDERSON: Okay. Maybe 1"m missing
something. How would we end up with partially funded
projects if we just took the highest -- you"re saying that
$9 million divided 13 ways -- the highest-scoring project
in a given region would be asking for more than $700,0007?

MR. PIKE: No, 1 may have misunderstood you.
It"s possible that --

MS. ANDERSON: Why would we --

MR. PIKE: So you®"re saying basically we
maybe --

MS. ANDERSON: Take the highest scoring --

MR. PIKE: -- could have been able to fund --

MS. ANDERSON: I"m just -- we"re just having a
discussion, right?

MR. PIKE> Yes. We could have looked at that
and perhaps funded a project in each region -- say
$500,000, if that was the amount that they were
requesting. That"s the maximum amount they can request.
And 1n doing so, we would still have probably had some
dollars remaining. In other words, if we had funded one
project in all of the regions -- we have 13 --

MS. ANDERSON: You"d have some balance.

MR. PIKE: Yes, we have 13 state regions.
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Obviously Region 11 didn"t have an applicant to fund,
because we had already funded all those, so there would
have been twelve that would have potentially gotten a
project in each region. And then 1 believe -- although 1
don"t have my calculator with me -- but we would probably
have had a little bit of dollars left over.

MS. ANDERSON: I guess I"m still left with the
question in my mind, why didn®"t do it that way -- to
spread the money throughout the state.

MR. CONINE: 1 think, just from my perspective,
if the city qualifies for applying for it, and they don"t
use it, then why should they get it again, basically is
what he"s saying.

MR. SALINAS: They might not have the
initiative of doing 1t. There"s a lot of cities that
don"t spend their money.

MS. ANDERSON: Right, but what 1"m hearing him
say i1s there would have been a fundable project in each
region. And so it wouldn®"t have been the city that gave
the money back before, right? That created the 9 million.

It wouldn®t be Marshall, it"d be Sulphur Springs, or, you
know --

MR. PIKE: My planner just came up and told me
some additional information that 1 hadn"t thought about.

MS. ANDERSON: Okay.-
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MR. PIKE: If we had done that, particularly in
Region 4 -- Region 4 spans the area from Texarkana to
Tyler, Longview. There®"s a number of small communities,
if you™ve ever driven through there. Every five miles
down the road there®s another community. So we had an
abundance of applications from that region, and they all
score very close, 1f not the same points.

And so what she was just telling me was, in
that particular region, 1T we had made dollars available
to Region 4 -- say 5-, $600,000 -- there were four or five
communities that had the same score. So we would have had
to have split that four or five ways. It"s not so simple
as you"ve got one highest score In each region.

In other words, you might have two or three
that all scored 112 points, so you®"ve got to take your
500,000 and split it three ways.

MR. SALINAS: So what do you do with that
region?

MR. PIKE: Well, the way we chose to handle it
is, we funded everybody that was at 111 points and above,
and i1f there were three or four communities that scored
111 points, they all get full funding.

MS. ANDERSON: Without regard to region.

I mean, they use scoring instead. And I"m just asking

why .

ON THE RECORD REPORTING
(512) 450-0342




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

29

117

MR. PIKE: Any other questions?

MS. ANDERSON: We have a motion and a second.
Any other questions of Eric or anyone else?

Thank you, Eric. Any other discussion?

(No response.)

MS. ANDERSON: Hearing none, we"re ready to
vote. All in favor, ayes?

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.

MR. BOGANY: Our last program is the
Multifamily Home Program, an award in the amount of
$999,999 for Bethel Senior Housing.

MR. CONINE: We need to see i1If they can get a
change of name for this project.

MS. ANDERSON: I have a Robert Chavira -- are
you here to speak to this item?

It says 5(c)(1), but 1 think that"s a
different --

MR. CHAVIRA: It 1s related to this particular
item. Not exactly the action item, but there is a
relation. [1"11 be very brief.

For the record, my name is Robert Chavira. 1™m
representing Housing Plus, a 2003 CHDO applicant for a
development known as Star Village Apartments in San

Benito, Texas.
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The Star Village Apartments was one of the ten
applicants -- can you all hear me? 1It"s one of the ten
applicants that met the minimum threshold requirements,
and was one of the six that was denied funding.

Since that approval date, of the four that were
approved in September, there have been two appeals
subsequently that have been approved. Star Village
Apartments will be appealing a staff decision to deny our
funding again to the Board in the next Board meeting, SO
I*m here just to inform you that we look forward to
presenting our case at that particular time. Thank you
very much.

MS. ANDERSON: Thank you.

MR. BOGANY: Ms. Carrington, would you take it
from here?

MS. CARRINGTON: Thank you, Mr. Bogany.

At the November Board meeting, the Board did
approve an appeal of Bethel Senior Housing. And the
action that the Board took in November was to actually
approve their appeal. And so what they“re doing -- what
we"re doing -- Is coming back to the Board today for the
actual allocation of the HOME funds multifamily, out of
the CHDO set-aside, and the amount that the development
was requesting is $999,999. And if the Board does approve

this allocation today, then we will have allocated for
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this year out of the Multifamily CHDO HOME fund
$6,247,961. 1t will still leave us about $8.8 in
multifamily CHDO funds that we will also be utilizing
through an open cycle.

MR. CONINE: Move for approval.

MR. BOGANY: Second.

MS. ANDERSON: Questions, discussion? Hearing
none, all in favor of the motion?

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries. At
this point, we"re going to adjourn for a pretty quick
lunch break. |1 suggested 20 minutes. Mr. Conine thinks
we can eat faster than that.

MR. CONINE: No, 1 thought you said in 20

minutes.

MS. ANDERSON: No.

MR. CONINE: If you"re talking about the time
for lunch -- I think some of the staff have prepared

lunch, and I want to savor i1t as long as 1 possibly can.
MS. ANDERSON: So what®"s the Board®"s pleasure?
MR. CONINE: 1t"s up to the chairman, or
chairperson, or whatever you are.
MS. ANDERSON: Let"s try to reconvene in half
an hour iIn respect to our --

MR. CONINE: That"d be great.
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MS. ANDERSON: Okay? Ten till?

(Off the record.)
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MS. ANDERSON: We are ready for Item 6,
Presentation, Discussion and Possible Approval of
Financial Items.

Mr. Conine?

MR. CONINE: Thank you, Madam Chairman.

MS. ANDERSON: Watch i1t.

MR. CONINE: Excuse me. Investment Policy
update. Are you going to do this, Ms. Carrington, or do

you want to let one of our illustrious other folks do it?

MR.

the Board has

respond.
MR.
MS.
room. He has
MR.
MS.

are you ready

MR.
MS.
MR.
MS.
investment policy in June of 2003.

investment policy on an annual basis.

CONINE: 1"m going to start, and then if

questions, Byron Johnson is going to

CONINE: Where is Byron?

CARRINGTON: Byron is in the back of the
slipped in.

CONINE: Oh, there he is. Okay.
CARRINGTON: Present and accounted for.
for me?

CONINE: Yes, ma"am. Go ahead.
CARRINGTON: Okay, thank you.

CONINE: You®"re up.

CARRINGTON: The Board approved the
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you to do is approve an amendment, or an amended
investment policy, that includes required ethics and
disclosure for financial advisors and service providers.

So basically some additional reporting
requirements for outside service providers of the agency.
And this i1s required by some legislation passed last --
in the 78th session. It was Senate Bill 1059. And we did
provide you all a copy of the investment policy, and this
iIs a new Section VIII, Roman numeral VIII, to the
investment policy, and staff 1Is recommending approval.

MR. BOGANY: So moved.

MR. SALINAS: Second.

MR. CONINE: Are we sure that"s not an
oxymoron?

MS. ANDERSON: Which?

MR. CONINE: Ethics and financial advisors and
those sorts of things.

MS. ANDERSON: 1 certainly don"t believe that"s
an oxymoron.

MR. CONINE: Okay. That"s the only question |
had, Madam Chairman.

MS. ANDERSON: We have a motion, second. Any
other questions or discussion? Hearing none, | assume
we"re ready to vote. All in favor of the motion, aye.

(A chorus of ayes.)

ON THE RECORD REPORTING
(512) 450-0342




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

29

123

MS. ANDERSON: All opposed? Motion carries.

MR. CONINE: Next to the multifamily division,
we have some bond trustees.

Ms. Carrington?

MS. CARRINGTON: Yes, sir. In April of last
year, the Board approved an RFQ, Request for
Qualifications, to add trustees to our list for
multifamily bond issues and/or refunding. We published
the RFQ In the Texas Register, the Bond Buyer and the
Texas Marketplace. And we received proposals from three
institutions, and staff 1Is recommending two of those three
institutions based on experience. And the two that we are
recommending to be added to the list are Wachovia Bank and
Bank of New York.

The list currently includes Wells Fargo Bank,
Bank One and J.P. Morgan Chase. And those will stay,
although as you heard this morning, Bank One is now part
of J.P. Morgan Chase. So I"m going to guess basically we
will be at four trustees for our multifamily developers.

MR. BOGANY: So moved.

MR. GONZALEZ: Second.

MS. ANDERSON: Motion is on the floor and it"s
been seconded. [Is there any questions or discussions?

MR. BOGANY: 1 have one, and it"s kind of off

the record. Did Bank One -- did Chase just buy --
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MR. CONINE: Just the trustee services.

MR. BOGANY: Oh, okay.

MR. CONINE: Don"t start a rumor.

MS. CARRINGTON: No, you haven®t missed
anything huge, Mr. Bogany.

(Laughter)

MS. ANDERSON: Any other questions or
discussion? Hearing none, | assume we"re ready to vote.
All 1n favor of the motion say aye.

(A chorus of ayes.)

MS. ANDERSON: Opposed? Motion carries.

I do have one person for public comment on ltem
6(c)(1). Bill Fischer?

MR. FISCHER: Good afternoon, Madam Chairman,
Board members. I"m Bill Fischer. 1"m here on behalf of
Provident Realty, who is the developer of the Parkview
Townhomes known as Providence at Rush Creek in Arlington.

First of all, happy holidays to you all.

Just three or four things 1°d just like make
sure are on the record. This was a process that we have a
lot of public input. We pursued this property as a
planned development, even though it had some multifamily
zoning on 1t. That brought in all of the local elected
officials, including the mayor and the city council

members, both the person in our district as well as the
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at-large city councilmen.

We had several meetings with the neighborhood
groups. We met with all of the state officials, state
representatives, state senator. And we utilized the 2004
sign requirement In the neighborhood to ensure that there
wasn®"t any misunderstanding about exactly how we were
financing our development.

We actually got some pretty good support from
the neighbors because they gave us additional units on the
site in exchange for some screening, landscaping, exterior
finishing improvements that they felt were important in
their neighborhood. We had no opposition at the TEFRA
hearing, and we passed the local planning and zoning iIn
Arlington 8-1 and city council 9-0. So we certainly have
local support for the development, and we ask for your
approval on the credits and the bonds today.

MS. ANDERSON: 1 also have -- just for the
information of the Board, we have Brent Stewart here to
speak to 6(3)(c) i1f there are questions.

MR. CONINE: Madam Chairman, we have 1 think
three projects here to approve for a 4 percent tax credit
application. Ms. Carrington?

MS. CARRINGTON: Thank you, Mr. Conine. All
three of these for your consideration right now are all 4

percent developments with the Texas Department of Housing
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and Community Affairs as the issuer. And the first one is
Parkview Townhomes, which is located in Arlington 1it"s
248 units, two series of bonds on this transaction, 15
million that would be tax-exempt, 1.6 million that would
be taxable. The iInterest rate on the tax-exempt bonds is
6.6, and it"s 8.5 on the taxable.

These bonds are unrated and unenhanced, and
they~ 11 be privately placed with Charter Mac [phonetic],
and they do have a 40-year term on the bonds.

IT you would go to Tab 5, the underwriting
report on this transaction indicates a credit allocation
amount of $714,733.

We have on all three of these transactions that
you“"re being asked to consider conditions from both the
Real Estate Analysis division of the agency, and also we
have conditions from the Tax Credit Allocation side of the
agency.

There is the transcript of the public hearing.

Behind Tab 7 is a color map, Mr. Conine, that shows the
location of the development and other housing in the area.

And with that, staff Is recommending approval
of this transaction, and with the resolution that is
attached to 1t.

MR. CONINE: Move for approval.

MR. BOGANY: Second.
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MS. ANDERSON: Been moved and seconded to
approve the awarding of tax credits and issuance of bonds
for Parkview Townhomes.

MR. CONINE: There"s probably a resolution
number we need to attach with that. Did you --

MS. ANDERSON: 0391 is the resolution number.

MR. CONINE: Thank you.

MS. ANDERSON: Uh-huh. Any discussion or
questions? Hearing none, | assume we"re ready to vote.
All in favor