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PROCEEDI NGS

MR. JONES: The Decenber neeting of the Texas
State Affordabl e Housing Corporation is called into
sessi on.

Jo Van Hovel, Vice Chair.

(Not present.)

2

JONES: Wl liam D etz, Menber?
DI ETZ: Here.

JONES: Gerry Evenwel, Menber?
EVENWEL: Present.

JONES: Jerry Ronero, Menber?

ROVERO. Here.

2 3 3 3 3

JONES: And |I'mhere, | think. GCkay. W
have a quorum

|s there any public comrent? Anybody
schedul ed for public comrent?

MR. LONG No, sir.

MR JONES: Ckay. At this tinme, we'll -- M.
David Long with his president's report.

MR. LONG Thank you, M. Chairman and
menbers. As always, |'lIl reference the Tabs A through D
whi ch are your standing reports that we provide fromthe
different prograns, as well as financial updates. In
addition to that, 1'll go over sonme announcenents and
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sone ot her things we've been purchasing, spending on.

First would be to introduce Sarah Ellinor who
is our newest enployee. Sarah will be working with us as
our Homeownershi p Prograns Coordi nator and she's going to
be working directly with Paige Omhundro so we're excited
to have Sarah on board. She cones to us from --

Sarah, stand up and tell the Board who you
are.

M5. ELLINOR So | amoriginally fromlowa. |
noved here with ny husband. He's originally from
Austin. | worked for the Anerican Cancer Society as well
as Habitat for Humanity. | was a housing counselor in
lowa. So | do have a housing background. And we've been
here a for a little over a year now here in Austin.

MR. LONG And for those of you that may not
remenber, her husband Ben was our intern here for quite a
while working with us on sone of the projects with Janie
specifically, Janie and Katie, so we're really excited to
have Sarah on board.

MR, JONES: What did Ben have to say about
her ?

(Laughter.)

MR. LONG W haven't tal ked yet. W'IlIl have
a basketball pickup gane here in a little bit and we'll
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figure that out wiwth him

Sonme other things -- conferences, neetings and
sone events we've been attending, David and | -- David
Danenfel zer and | had a call with the CDFI Fund out of
Washi ngton, DC, in the last nonth regarding the TCC,
Texas Community Capital's, application for CDF
certification. Just so you know on that, we've been
very, very disappointed in the tine frane that it's taken
to get that application discussed.

In fact, we were told essentially we'll be
resubmtting the application because of sone things that
we need to re-engage themw th and sonme updates on sone
things that are going on with TCC. So as a result of
that, we'll be providing the Board an update after we get
t hat new application submtted.

O her things we've been attending -- North
Texas Housing Coalition, which is a partner with us on
our foreclosure activities -- | also serve on their board
and attended their board neeting. Texas Association of
Realtors -- Charlie Leal and I had an opportunity to neet
with their governnent rel ations specialist.

As you know, we feel |like the |enders and the
realtors are a huge part of our single famly prograns in
the sense that they help us market those prograns. And
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we're actually very excited to know that we're a part
of -- not only Paige participates in the training
prograns that they put on under United Texas, we have an
opportunity to keep our information updated on their
website. So we're real excited about that partnership.

Staff had the opportunity to meet with M.
Chris Hopkins who is our representative fromthe Federal
Hone Loan Bank. He cane into town, was making the rounds
and asked if he could cone by and just touch base with us
on things that they're doing and how we m ght we able to
continue to partner with them and work with them

Charlie and | have al so continued to have
meetings with different associ ated nenbers of
associations that either work with us or have access to
our prograns. Most recently was the Association of Texas
Prof essi onal Educators, ATPE, and they obviously access
our Single Famly Professional Educator Home Loan
Pr ogr am

NFMC Round 7, | have to put out kudos to Katie
and Laura and Janie and Paige. Round 7, if you renenber
under the National Foreclosure Mtigation Counsel --
we' ve been doing this for quite sone tine now. Round 7
was debat ed whet her or not we were actually going to
apply or not and we do this in partnership with the
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Depart ment of Housing and Community Affairs.

It was decided that we would apply. The
application needed to be kind of coordinated between us
and TDHCA. We've had several neetings that were call ed.
As | mentioned, the four people, Janie, Katie, Paige and
Laura, have been working extrenely hard to get that
application, our piece of it, done.

That has been since conpiled and the
application looks like it'll be submtted for around
$450, 000. That will be in support of ten partner
counsel ing organi zations and all of those ten have been
previous partners with us on the other rounds that we've
partici pated on

And the application is actually due Decenber
19. So we're kind of ahead of -- making sure we get al
the details and the applications coordi nated and done.

MR. JONES: Wy were you considering not doing

MR LONG Well, in the past we've al ways done
it as a partnership with TDHCA and our own and there was
sonme consi deration whether or not there were staff
resources to coordinate and get it done with all that's
going on. And the departnent was a little hesitant to
step into the window W' ve had staff neetings about it
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and everybody agreed it was probably best to step in at
Round 7 one nore tine.

TDHCA, obviously, we continue to have neetings
with themregarding TSHEP, the Texas Statew de Hone
Educati on Program which is a program we began taking
over full admnistration of this year. In addition, we
meet with them as | nentioned earlier, on the National
Forecl osure Mtigation Council.

And David and Jo continue to coordinate with
t hem on the Nei ghborhood Stabilization Program NSP

And, finally, I would -- in terns of things
goi ng on, David and Jo hosted, in conjunction wth Danny
Gardner, which is with the National Conmunity
Stabilization Trust, a neeting wwth the G Forum which
is a service provider for veterans in San Antoni o and
they're interested in partnering with us in our ACT Vet
program which allows us to have donated hones nade
avai |l abl e to veterans across the state of Texas.

We're continuing to work wwth them David and
Jo have done a really good job of putting together that
program and NCST is continuing to coordinate it wth us
and we hope to have nore partners engaged in that. But
we'll keep you up to date as to how that program
devel ops.
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MR JONES: M. Long?

MR LONG  Yes.

MR. JONES: | understand that when you were
tal ki ng about doing the piece with the veterans, you were
al so tal king about maybe talking to Jerry Patterson and
the Veterans Land Board about how we coul d maybe be nore
ef fective but that was not necessary.

MR. LONG \Well, the program we have is where
we get donated --

MR. JONES: St andal one.

MR. LONG -- properties from-- in this case,
nost of the properties cone fromBank of Anerica. The
coordination is certainly there. Actually, Jo did go
over with M. Gardner -- when he was here, they nmet with
t he Texas Veterans Comm ssion, an organi zati on we had net
with earlier, and obviously the Texas Veterans Land Board
has resources for neking nortgage | oans as well.

So we'll continue that dialogue but I think
the first and nost inportant thing is to nake sure we
have the programcorrectly established internally,
partners on board that we need to be working with and
t hen | ooki ng for other resources.

MR. JONES: Under st ood.

MR. LONG So we'll continue that. But we
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have started that dialogue with the Texas Veterans
Comm ssion as wel | .

A coupl e of other updates. The website
redo -- all the contents on the website have been
submtted and we're expected to go |live sonetine the end
of January on that website or website update.

We had issued or released RFPs for
prof essi onal services. W had done those for issuer
council, bond council and for financial advisor services.
W received three responses under the bond council and
i ssuer council RFPs. The recommendations will be nmade to
you later on in the board neeting fromstaff on that.

Under the FA, we only received one response,
and in discussions with council, we felt that it was
maybe better that instead of just taking one response
that we reissue that for an extended period of tinme and
in doing so, we'll hope to see if we get any additional
responses.

Either way, we're trying to make sure that we
are covering our bases in ensuring that we have anple
responses or enough tine to give responses. And we feel
like even if we get no additional responses, once we've
done it a second tine extended out there that we'll have
provi ded everybody an opportunity to respond for those
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that want to respond and we'll be maki ng deci sions on
that one at the end of the nonth.

Qoviously, | always like to note who's here in
attendance with us. M. Mkeska wth Mkeska Mnahan &
Peckham our auditing firm wll be here making a
presentation shortly. Robin MIller with First Southwest
is here. Pam Stein, our general counsel, is here. Chris
Spel bring is here and one of the issuer counsel firmthat
we' re recommendi ng, their representatives are here as
wel | .

And the last thing I would note to you is that
it's our expectation that with the holidays com ng up we
are going to be closed so you know Christmas falls on a
Tuesday so we'll be closed Monday, Tuesday and Wednesday
and we' Il be closed New Year's Day. So if you're trying
to get a hold of us and we're not here, try our cel
phones.

And with that, M. Chairman, |'ll conclude ny
remar ks unl ess there's any questions.

MR. JONES: Any questions by the board on any
part of the president's report, both oral and witten?

(No response.)

MR. JONES: No. Thank you very much.

MR. LONG Ckay. Let's hand this ball off
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quick as we can. Tab 1: Presentation, discussion and
possi bl e approval of the m nutes of the board neeting
hel d on Novenber 15, 2012. Any comments, reconmmended
changes or notions?

MR. EVENVEL: | nove we approve the m nutes.

MR. ROVERO. Second.

MR. JONES: Moved and seconded. Any further
di scussi on?

(No response.)

MR. JONES: Any public comrent concerning our
m nut es?

(No response.)

MR. JONES: Hearing none, all in favor of
approvi ng, say aye.

(A chorus of ayes.)

MR. JONES: Any opposed?

(No response.)

MR. JONES: Any abstentions?

MR. DI ETZ: Abstain.

MR, JONES: GCkay. And one abstention. But
the notion carries. Mnutes are accepted.

Ckay. Tab item2: Presentation, discussion
and possi bl e approval of the annual independent financi al
audit for the fiscal year ending August 31, 2012. And |
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understand we're going to have a full-blown presentation
t hi s norni ng.

MR LONG M. Smth and M. M keska have
presentations for the board.

M5. SMTH. Good norning. |It's a pleasure to
be here. MW nane's Melinda Smth. As David nentioned,
we're finishing up our audit, or we've conpleted the
audit, and are presenting it to the board today for
hopefully your approval. Don M keska with M keska
Monahan & Peckhamis here to present the report to you.

MR. M KESKA: Thank you. M/ nane is Don
M keska, audit partner with M keska Monahan & Peckham

M. Chairman, Menbers of the board, thank you
for allowing nme the opportunity to cone visit with you
today. And | do want to say a big thank you to the
staff, Melinda and N ck and Betsy -- the whole staff have
been wonderful in ternms of supplying us with the
requested information, the docunents that we need to | ook
at .

Keep in mnd that an audit like this is very
di sruptive to the day-to-day operations of the
corporation so kudos to all the staff and I wanted to
make that clear that they have contributed greatly to
this product that you'll see today.
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The financial statenents are very |long, very
cunbersone but let ne give you an overview of the type of
audit procedures that are being enployed in the type of
audit report that is before you. First of all, we
conducted our audit in accordance w th governnental
auditing standards. Secondly, we conducted the audit in
accordance with requirenents of OMB G rcul ar A- 133,
better know as the single audit. And that's because you
incurred federal expenditures in excess of a half mllion
dollars. At that point in time you have to have a single
audi t .

This year, for the first time, the corporation
was considered to be a lowrisk auditee. The reason why
that is -- we've never had any findings that questioned
costs but this is only the third year under this federa
program Federal guidelines say you nust be considered a
hi gh-risk auditee for the first two years of the program
So having no findings that question costs now in our
third year, TSAHC qualifies as a |lowrisk auditee.

Sinply put, that only neans we only have to audit 25
percent of your federal dollars as opposed to 50 percent
of your federal doll ars.

That doesn't really nmean we do | ess auditing
procedures. W're still required to discover any
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material fraud, defalcation or any abuse and report that
to you. And we can report to you that there was none.

The audit report that is issued is what's
call ed an unqualified opinion and that neans the opinion
is not qualified in any way; it's a clean opinion. So
it's a clean opinion with respect to the financi al
statenents. It's a clean opinion with respect to the
SEFA, the Schedul e of Expenditure of Federal Awards.

Let me just briefly go through the audit
report with you. The one part that managenent gets an
opportunity to talk to the financial statement reader is
on page 1. It's managenent's discussion and anal ysis.
Rat her than forcing the reader to | ook at a bunch of
tabl es and charts with nunbers in themand trying to
deci pher what they're seeing, this is the opportunity to
do the financial highlights. Wat did happen?

The corporation's total assets were $308. 4
mllion. $288.8 mllion represents the assets held in
the Single-Fam |y Bond program Under liabilities,
liabilities total $271.6 mllion, of which $261 mllion
relates to the Single-Famly program So it gives the
hi ghli ghts of exactly what nmakes up the corporation's
bal ance sheet.

Interestingly, the corporation did report a
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half a mllion dollar this year on its statenent of

i ncome and expenses. The primary contributing factor to
that | oss was the fact that the corporation has to mark
their securities to fair market val ue under GASB 31.
That's Governnment Accounting Standards Bulletin Nunber
31.

Thi s has been an issue that we discuss
virtually every year and in the current year the negative
adj ust nent, neani ng those nort gage-backed securities,
declined in value by $1.4 mllion. So you can see, had
we not had to wite down those nortgage-backed securities
by $1.4 million, you would have reported al nost a
mllion-dollar gain.

MR. JONES: Does that nean it actually | ost
t hat anount, or according to the way they interpret it,
you' d have to say it |ost that amount?

MR. M KESKA: You'd have to say it's an
unrealized loss. So it's recognized in the financial
statenment but it's not realized; it's paper. You have to
adj ust the securities at the end of every year to fair
mar ket value. Until those securities in fact cashed in,
that's the only tinme that you would realize --

MR JONES: R ght. It's like nost stuff. If
you hold it, it noves up and down and says a paper | o0ss.
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MR. M KESKA: Up and down, up and down.
That's right.

MR, JONES: Okay. Cot it.

MR. MKESKA: So that is the mgjor
contributing factor. Wth the same now let's go to the
bal ance sheet of the corporation so we can get a little
snapshot of what assets the corporation owns. Page 10.
The corporation's assets are divided between current
assets and non-current assets. Current assets are
defined as those assets that could be utilized within the
next operating cycle, which in our case is one year.

Notice that the largest contributor is, again,
the cash held by the bond trustee. That cash will not be
used for anything except to pay off the bonds as they
becone due. The corporation's assets, that first line,
cash and cash equivalents -- that's ready cash, $4
mllion. Go down about four nore lines and investnents
at fair market value, $2 mllion. That's cash. That's
nmoney that you can get your hands on. The rest of the
itens wll be converted to cash at sonme point in tinme but
those are ready assets.

|"mgoing to ask you to flip over and | ook at
both page 10 and 11 at the sane tine if you can because
t he bal ance sheet is just that. |It's the assets and the
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liabilities. Assets mnus liabilities equal your net
worth. Look at the current assets of 37 mllion versus
the current liabilities of 28 million. You're $9 nmillion
to the good on your current ratio. That's good.

Then on page 10 agai n under your non-current
assets, the largest single itemunder there are the
restricted investnents. Those are the G nnie Mae, Fannie
Mae certificates held by the bond trustee, 249, al nost
$250 million worth of assets. Again, those will be used
to pay off the bonds as they becone due.

And then on page 11, these are our
l[tabilities. You'll notice under the current liabilities
there's a bond payable of $25 million. The reason why
t hose bonds are current is those relate to the 2011
i ssue, | believe, and those bonds were never really
rei ssued so they were called right after year end, if you
recall, 21-plus mllion dollars. Well, since they were
called, that's why they're current. They were |iquidated
wi thin the one-year operating cycle.

So | guess | was really going to draw your
attention to the bottomof the statenent, net assets.

You can see that net assets consist of three itens: the
net assets invested in your capital assets -- that's this
building primarily; the restricted assets, and those
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assets are restricted primarily by the bond indentures --
okay, so that's 99 percent of the noney that's right
there is invested with the bond trustee. You won't get
your hands on that. You won't need to except to pay off
the bonds. But you enjoy unrestricted assets of $8
mllion.

So given all things, if you could pull the
Single-Fam |y programout of here which really is over
there in a separate trust account which you have very
little control over, you enjoy $8 mllion of assets.

Operating revenues on page 12 --

(Pause.)

MR. M KESKA: (Operating revenues, again, the
interest and investnent incone at the top of the page,
that's primarily the interest income that is generated by
the Single-Fam |y Bond program The next item net
i ncrease/ decrease in fair value of investnment -- the
reason why that is a negative nunber, as | nentioned
earlier we had about a $1.4 mllion decrease in the fair
mar ket value of the certificates. But you also enjoyed
about a $600, 000 gain on, say, what programwas that in,
Mel i nda?

M5. SMTH. |'mnot sure.

Ni ck, do you renenber exactly which program we
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sold the certificate?

MR, LAWRENCE: NI BP

MR. M KESKA: All right.

M5. SMTH. 2011, 20009.

MR. M KESKA: Yeah, that was right. So you
enj oyed about a $600, 000 profit on that.

The Single-Famly program that's primarily, |
believe, the MCC certificate programthat's generating
t hose nice gains and the TBA program the To Be Announced
program | can't get over that nane.

Then, | ook down, federal grants, revenue of
$1.4 million. That's primarily the Nei ghborhood
Stabilization Program and the National Forecl osure
Mtigation Counseling program Those are the revenues
t hat were generated.

Under your operating expenses, obviously, the
bi ggest operating expenses pay for interest on the bonded
i ndebt edness, followed by sal aries, professional fees,
anortization of the various costs of issuance and
purchase nortgage service rights.

And then if you | ook under grant expenditures,
down toward the bottom those are the property
acqui sitions, both under the Nei ghborhood Stabilization
program and the ACT program |'m going to use acronynmns,
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guys. |I'msorry.

And then under the foreclosure costs you incur
anot her $693,000 worth of costs there. So, in a
nutshell, like |I said $500,000 | ost of which you woul d
have had a mllion-dollar gain had we not had to wite
down those G nnie Mae/ Fannie Mae certificates to market
val ue.

Page 13 and 14 are the cash fl ow statenents.
The cash flow statenents are presented just to tell the
reader, okay, where did we spend cash; where did we
recei ve cash? And the nost inportant nunber is the top
section, cash flow provided by operation. So there was a
positive cash flow of $878, 000 from operati ons.

But | ook down at the bottom of that same page
and you'll see cash decreased by $16.5 million. The
reason why cash decreased is because cash that was
sitting with the bond trustee at Wlls Fargo Corporate
Trust Services was used to liquidate -- how many in
bonds? -- 19 to 20 mllion dollars' worth of bonds were
paid off. That took cash. So it just noved from cash
So, inreality, you enjoyed 878,000 dollars' worth of
cash increase.

On the bottom of page 14, you're required to
tell the reader what significant non-cash transactions
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occurred and you did acquire sone of your real estate
under the Nei ghborhood Stabilization Program because it
tabl e-funded and so there were no checks witten, no
wres witten from TSAHC. The departnent actually wred
those funds directly to the title conpany.

The follow ng page is an index to the
footnotes and I'mcertainly not going to go over all of
those with you because they get very lengthy. | think
just want to go -- and I'Il certainly answer any
guestions you m ght have about any specific footnotes.
But | really want to go to pretty nmuch the end of the
f oot not es because the footnotes are the sanme footnotes
that you see year after year. All that's changing are
t he nunbers are changi ng because the dollars earned are
different and the dollars expended are different.

On page 41, note 23, next year, fiscal year
2013, they're going to be three accounting pronouncenents
that are going to inpact the corporation. This is just
putting the reader on notice, and managenent as well,
that GASB 61, 62, and 63 are going to cone into play next
year. They're not going to have a substantial inpact on
the corporation, with exception of probably Nunber 63,
and 63 is going to change nonencl ature as nmuch as
anyt hi ng.
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MR, JONES: What are we referring to? Excuse

MR MKESKA: |I'msorry. |'mon page 42.

MR, JONES: Ckay. You said 41. You're on 427

MR MKESKA: [I'mon 42 now. Yes, sir. It
goes over to the next page. GASB 63, we won't be saying

net assets anynore. W're going to be saying net

posi tion.

MR JONES: \Wy?

MR. M KESKA: The accounting gods decided to
call it net position.

MR. JONES: They al ways have a reason when
t hey change terns.

MR MKESKA: | think it's called the
accountants retirement act as nuch as anything because it
keeps us on our toes. W have to keep changing. The
audit opinion next year -- this year our audit opinion
was two pages long. Next year the audit opinion is
probably going to be three or four pages long. It's
going to alnost mmc the engagenent |letter which you
si gned when you hired us to do the audit. [It's just one
of those things.

Agai n, on page 42, subsequent events, you want
to tell the reader anything significant that occurred
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after the year end but before the financial statenments
were issued so the first item a note receivable, the
line of credit was extended to a half-mllion dollars for
one of your devel oper partners.

Under the multifamly bond issue there was 71
mllion dollars' worth of nmultifam |y bonds issued
t hrough your conduit bond program

MR. ROVERO Don, quick question.

MR. M KESKA: Yes, sir

MR. ROMERO Is there a baseline for what a
significant event would be that you'd want to report?

MR. M KESKA: Well, | guess we would pull in
the sane termcalled "materiality.” Mteriality sinply
means, would it inpact the reader or the financial
statenent if it was included or omtted, and given that
that is sonme dollar anmpbunt usually, that's how you
determine is it included.

But fromthe standpoint of including it, it's
managenent's deci sion to include sonmething that's
possi bly not material and I would think that's probably
not a material transaction. But it's part of your
program and you're saying, hey, where we know i ncreased
our lending to this devel opnent so it has a positive
connotation in ny mnd. There's certainly nothing that
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says you have to have that in there, not |ike the second
item the multifam|ly bond issue that's $71 mllion. |
t hink everyone agrees that's material.

Al so, on page 43, the next itemis certainly
material, a redenption of the Single-Famly New | ssue
Bond program So, again, $21 mllion was redeened and
that took cash. That's why that was put into current
assets on your bal ance sheet.

The next item again, is probably not naterial
but it's being nentioned as a positive note. The
foundation fund grant awards didn't occur until the
Novenber board neeting. |In the past you' ve traditionally
done it in your, | believe, August, or maybe in July
meeting. So all of a sudden this year there were no
foundati on grants as expenses in your incone statenent.

But, again, it's a mssion. |It's part of your
program You do these grants so | encouraged themto put
it in there. | thought it was helpful to tell the
reader. At year end we awarded 300,000 dollars' worth of
grants, what you did at your |ast board neeting.

And the next one is one of those negative
things, but again it's material. After year end, the
nor t gage- backed securities continued to decline to the
amount of $3.2 million at the year end. So, again,
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that's a paper loss but it certainly does show up in your
financi al statenents.

But | think the financial statenent reader
woul d be very clear in |ooking at your bal ance sheet that
that's part of that $27 mllion or whatever it is, $27
mllion in net assets that's held over there by the bond
trustee. So it has nothing to do with your day-to-day
operations. You're just whittling away at that excess of
assets over liabilities.

The rest of the report, on page 45, this is
t he schedul ed expenditure of federal awards and at the
top you will see the Nei ghborhood Stabilization Program
CFDA Nunber 14.228. You expended $772, 000 under that
program And under the National Foreclosure Mtigation
Counsel ing prograns there were sonme adjustnents in sone
of the older prograns but primarily under Round 5 there
was $611, 000 expended there.

Round 6, the MOU was out but you had not
expended any funds under Round 6. That's why Round 6 is
bl ank. There's sone notes to the CEFA on the next page
which are not really significant but it's required.

The opinion on page 47 is what's called the
Yel | ow Book opinion. W conducted our audit in
accordance wth Governnental Auditing Standards. W're
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required to review internal control or financial
reporting and report if they're any deficiencies.

So in the one, two, three -- fourth paragraph,
the | ast sentence, we did not identify any deficiencies
ininternal control or the financial reporting that we
considered to be materi al weaknesses as defined above.

In fact, we did not discover any deficiencies,
significant deficiencies or material weaknesses, and we
will be issuing a letter to managenent to that effect.

It's coomonly referred to as the managenent
letter. You normally issue a nanagenent |etter when you
have sone sort of comments where you want i nprovenents
but the auditor is not precluded fromissuing a statenent
saying no deficiencies, and we will be issuing such a
report.

And conpliance and other matters, we're
required to review conpliance wth various | aws,
regul ations, contracts and other agreenents to make sure
that there was no nonconpliance because if there's
nonconpliance it's going to have a material effect on the
financial statements. W would need to report that to
you and to the public. W discovered no nonconpliance.

And on page 48, the last opinion fromthe
auditor is the single audit. Again, we have to | ook at
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conpliance wth respect to your major program Again,
your major programthis year was National Forecl osure
Mtigation Counseling, so that's the programwe audited
primarily. W found no instances of nonconpliance.

W | ooked at internal control over conpliance
and again on the second -- on page 49, we did not
identify any deficiencies in internal control over
conpliance that we consider to be material weaknesses as
defined above. So there were none.

Page 50 -- | hate the title of this. Page 50
says schedul e of findings and questioned costs. Well,
there are no findings and questioned costs but we don't
have the ability to change that nane.

Fi nanci al section, type of auditor's report,
unqualified. That's a clean opinion. Wre there any
mat eri al weaknesses? No. Any significant deficiencies?
None reported. Nonconpliance? No. Then under the
federal awards section, any material weaknesses? No.
Any significant deficiencies? None reported. The type
of auditor's report issues, unqualified. There were no
findings that had to be reported. And as | nentioned
earlier, the major program was National Foreclosure
Mtigation Counseling and the auditee did qualify as a
| owrisk auditee.
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Page 51 is the schedul e of findings and
questioned costs for the prior year -- oh, under
financial audit, none. WMajor [indiscernible] prograns,
none. Page 52 is the prior year. |If there were any
prior year findings in the questioned costs, we'd have to
address themin this section. There were none.

Page 53 is just an additional schedule called
suppl emental information that managenent is supplying,
just telling the reader, here's the prograns, |and
banki ng, foreclosure prevention, single-famly,
mul tifam |y, oversight and conpliance and other. And
then just sort of dividing the revenue and t he expenses
by those prograns, just to give you an idea of how each
programis functioning.

MR. ROMEROC. | have a question in that regard

MR. M KESKA: Yes, sir

MR. ROMERO. You have Ot her as the |ast
col um.

MR. M KESKA:  Yes.

MR. ROMERO It looks |like the vast majority
of the |l oss comes from O her

MR. M KESKA: Well, the biggest item under
QG her, as you'll see, is salaries and wages that can't
be -- it's alot of admnistrative -- things that can't
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be directly charged to a program
MR. ROMERO.  Kkay.
MR. M KESKA: |s there anything el se, Melinda,

that --

M5. SMTH. No, that's really the majority of
it is just an allocation of the cost across all the
prograns. It's adm nistrative and the costs are
al | ocated based on tine.

MR. M KESKA: And, again, then those sane tine
attributes that determ ne how salaries are allocated al so
determ ne how occupancy is allocated. And occupancy is a
big cost and that's a ot of what's under O her
expenditures. And if you |look at that as a percentage of
the total, that's not a significant percentage. |f you
get adm nistrative to where adm nistrative exceeds, what,
25 percent? -- that's too big. And that's well under 25
percent of your total expenditures.

MR. ROMERO. So the other expenditures in that
colum, the $244,000, do we know what the makeup of those
dol | ar amounts are?

MR. M KESKA: Nick mght be able to help us.
| " mguessing that's primarily occupancy costs which could
be everything fromsupplies, tel ephone --
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MR. ROMERO Could that be part of the program
that we purchased for Tim s departnent?

MR, LAWRENCE: No.

MR. ROMERO. No? That wouldn't be it?

M5. SMTH. But it would be professional
services and travel and equi pnrent and --

MR. M KESKA: And we were going for brevity.
| apol ogi ze that there's not nore detail.

M5. SMTH. | can certainly break it down for
you and send it to you.

MR. M KESKA: But sonetines less is better.
It's just to give the reader an idea of the total inpact
by program But thank you for your questions.

Are there any ot her questions?

MR. JONES: Any other questions, coments?

M. Detz?

MR DI ETZ: No.

MR. M KESKA: | do want to comrent further
that we are required to communicate directly with the
Audit Commttee and we don't have a quorum for an Audit
Committee today so -- or didn't have it on the roll, so |
Wi Il communicate directly with you. There were no
adjustnents that had to be reported. There were no
findings and questioned costs that had to be reported.
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There were no difficulties with nmanagenent.

And this letter is in your packet. It's
call ed required communi cation at the conpletion of the
audit. But there were no findings. It was a clean
audit, unqualified. And, again, thank the staff for
their tol erance.

MR. JONES: No. Thank you. So your conpany
has enough disclainers in there.

MR. M KESKA: Yes, we do.

MR JONES: All over the thing. Now, we
don't -- let nme say in this, |ooking over here --

VOCE: | feel certain though the opinions
were witten by attorneys.

MR, DIETZ: | would nove that we approve the
annual financial audit for fiscal year ending August 31,
2012.

MR ROVMERO | second.

MR JONES: It's been noved and seconded.

|s there any further question on the board?
Any public coment on this itenf?

(No response.)

MR. JONES: Hearing none, we'll take a vote.
Al in favor of approval of the audit as presented,
signify by saying aye.
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(A chorus of ayes.)

MR JONES: GCkay. It passed unani nous. Thank
you.

MR. M KESKA: Thank you very nuch.

M5. SMTH. Thank you so nuch.

MR. JONES: Thank you, Ms. Smth.

Ckay. Item 3, presentation, discussion and
possi bl e approval of the audit comm ttee guidelines.

They didn't really change, did it?

MR LONG As a matter of fact, M. Chairnan,
again, the audit commttee guidelines reflect no major
changes at all. They are being presented. They need to
be approved annually and so we're asking that the board

woul d consider the audit conmttee guidelines as

subm tted.

MR. ROVMERO | nove to approve as presented

MR. EVENVEEL: Second.

MR JONES: Moved and seconded.

Any further discussion, questions? Any public
comment ?

(No response.)

MR. JONES: Hearing none, all in favor say
aye.

(A chorus of ayes.)
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MR, JONES: Gkay. They're approved.

At what point do we nove to constitute -- at
what point does the board nake a decision who's on and
who's not on the audit commttee? When does that cone
into play?

MR. LONG | think the board can nake that
di scretion at any tine. Qoviously --

MR, JONES: Wien do you think we need to do

MR LONG | would make, if and when there are
board nmenber changes; i.e., we know Ms. Van Hovel's term
expires and is serving as chair, and therefore M. D etz

currently serves on the audit commttee so at that tinme

when Ms. Van Hovel, you'll need to appoint a mnimm the
new chair, and because she serves as chair, you'll need
to appoint a new chair and fill another board position.

That's correct.

MR. JONES: New vice chair.

MR. LONG \Well, you really nmeant vice chair.
You said a chair of the commttee.

MR. JONES: You have an audit chair but also
vice chair --

MR. LONG Well, that's true. Yes, sir. At
that time you guys can discuss all those things.
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MR, JONES: -- because she wears a coupl e of
hat s.

MR. LONG Right.

MR. JONES: In fact, vice chair is the chair
of the audit commttee. 1Is that --

MR LONG | don't know that it's set up that
way specifically.

MR JONES: It's not?

MR LONG | don't think it is.

MR JONES: (Ckay.

MR. LONG | think the board determ nes who
the chair will be and the two nmenbers that will serve on
that coomittee. And then, by definition the president
and the CFO serve as ex-officio nmenbers of the audit
comm ttee.

MR DIETZ: | believe the termexpiration
occurs in February so perhaps that woul d be sonet hi ng
t hat woul d best be done at the February neeting.

MR. LONG That's a very good point.

MR, JONES: Ckay. Just wanted to know what
kind of tinmetable we were on.

Al right. Item4, presentation, discussion,
and possi bl e approval of a resolution authorizing the
conti nued and expanded participation by the corporation
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inits Single-Fam |y Mrtgage Loan To Be Announced
Fi nance program pursuant to a GNVMA Purchase Program
Agreenment with Mrgan Keegan & Conpany, Inc., or its
Successor, and the execution of all docunents and
i nstruments necessary to carry out such prograns.

M5. OMOHUNDRO  Good norning. Paige
Onmohundr o, Honeowner shi p Fi nance Manager, along with
Chris Spel bring here from Raynond Janes Mrgan Keegan.
I n August of 2011 the board approved the corporation's
participation in partnership with Mdrgan Keegan for its
Single-Famly | oan financing program which is lovingly
referred to as the TBA program

And given the success of that program we seek
the board's approval to continue that partnership with
Mor gan Keegan. Additionally, the original approval
aut hori zed TSAHC to finance up to $125 nillion under that
program And the resolution before you increases this
amount to $300 million. That shows you what a great
successful programit has been for us.

Additionally, it increases the anmount the
corporation can utilize in its general funds for the
pur poses of funding the down paynent assistance under
that program Oliginally it was 350,000 to 500, 000. So
Chris and | are here to answer any questions you have

ON THE RECORD REPORTING
(512) 450-0342




38

regardi ng that.

MR. JONES: And that programis specifically
designed to assist eligible individuals and famlies in
the state of Texas to obtain adequate, safe, sanitary
housi ng.

M5. OMOHUNDRO: Right. |It's used to finance
the nortgages that we typically do under a bond
transaction. So our professional educators, our Hones
for Texas Heroes, and those famlies in households at 80
percent AMFI .

MR. SPELBRI NG That program was inpl enented
because selling bonds to finance your nortgage
production, like it had been in the past -- a year ago it
just wasn't feasible. Your cost of funds would be too
hi gh and your ceiling of taxes and bonds so they
i npl emented the TBA program which gives you nmuch nore
attractive financing costs.

And the same situation, unfortunately, stil
exists in that it would be | ess advantageous to sell
bonds to finance your nortgage | oan production. So the
TBA program has been a fantastic tool and it's one that
likely -- unfortunately, really the only way that you can
finance your production conpetitively for the foreseeable
future.
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MR. ROVERO And we're asking for the increase
because it's successful and also so you don't have to
keep com ng back to the board for additional authority
every tine you're --

MR, JONES: What did you say? What was the
| ast part?

MR ROMERO | said basically not having to
cone back to the board for additional authority because
they've already run up to the ceiling on the existing
caps.

M5. OMOHUNDRO: That's correct.

MR JONES: So you don't call it additional;
you just raised the ceiling.

M5. OMOHUNDRO: That's correct.

MR JONES: | know that's not nice to say
raise the debt ceiling. Sorry.

Any ot her?

(No response.)

MR JONES: Ckay. |Is there a notion on Item4

as presented?

MR. ROVERO | nove to approve as presented
MR. JONES: Is there a second?

MR. EVENVEEL: Second.

MR. JONES: Moved and seconded. Any public
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comment? Any further discussion by the board?

MR DIETZ. | --

MR JONES: Yes, M. Detz.

MR DIETZ: | just wanted to point out for the
record that I'ma registered representative with Raynond
Janmes Fi nancial Services; however, | have no direct or
indirect financial interest in any of these matters
what soever

MR. JONES: \Which enables you to vote on it.

MR. DI ETZ: That's correct.

MR JONES: All right. Cane clean.

(Pause.)

MR JONES: Ckay. Wth all of that, all in
favor say aye.

(A chorus of ayes.)

MR. JONES: |s there any opposition?

(No response.)

MR. JONES: Passed unani nously. Thank you.

Conti nue the good work.

M5. OMOHUNDRO  Thank you

MR. JONES: You're sitting here for the next

one too0?

»

OMOHUNDRG: Yes, sir.

MR. JONES: (Okay. Presentation, discussion
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and possi bl e approval of a resolution authorizing the
preparation of docunents for proceeding with the issuance
and sale of single-famly nortgage revenue refunding
bonds and containing other matters incident and rel ated

t hereto.

M5. OMOHUNDRO: Correct. This is a program
that keeps on giving. 1In |ate 2009 the board approved
TSAHC s participation in the new i ssuance bond program
which we call N BP, that was sponsored by the United
States Treasury. The corporation issued over $73 mllion
under that particular program

And as a conponent of that, in February of
2011, the corporation converted a little over 33 mllion
of these bonds into tax-exenpt bonds and we are in a
uni que position given market conditions to issue
refundi ng bonds of this particular conversion that would
be of financial interest or very advantageous for the
cor poration.

Rat her than trying to explain the nitty-gritty
details of it, I"'mgoing to let Chris -- he has a
presentation for you or would Iike to go over the
specifics of the program

MR. SPELBRING Well, just a little background
on the transaction. W're |ooking at refundi ng one
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conponent of one the bond transactions you did in 2011
You had two conversions of the NIBP programbut this is
essentially |looking at the first one.

It was a total transaction size of 55 mllion.
W had to sell 40 percent of that transaction to the
public market. So ny firmwent out and found investors
for 40 percent of that transaction.

Si xty percent of that transaction actually
went to essentially the US Treasury through the GSEs and
t hey purchased those bonds essentially as a way to help
HFAs in what was a difficult tine. W're |ooking to just
refund the bonds that went to the US Treasury.

Those bonds were sold at an interest rate of
3.61 percent. At the tine it was a great rate that
all owed you all to offer prograns and good conpetitive
nmortgages. Right now there's possibly the chance to
refund those bonds at a rate |ess than 3 percent.

The financial -- and this is purely a
financial economc transaction for the corporation.

We're not meki ng new nortgages. Wat we're | ooking to do
is potentially refund those bonds, |ower the rate from
360 to whatever it ends of being, hopefully, well below 3
percent, and essentially allow you all to keep the
difference in the debt service. So we're essentially
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carving out what'll be an ongoing fee for the
cor porati on.

Ri ght now there seens to be plenty of room --
it looks Iike a good financial transaction for you all.
| believe we'll conme back in January, after preparing al
t he docunents, for additional approval to nove forward
and additional details at that tinme but right now -- |
don't want to speak for Paige but there appears to be
enough incentive to nove forward at least in the
preparation for docunents to cone back to the board in
January.

M5. OMOHUNDRO. That's correct.

MR. ROVERO | know the narket can change but
do you have an idea of what kind of inconme we're | ooking
at .

MR. SPELBRING Yes. This particular program
woul d require the corporation to nake an investnent for
cost of issuance to actually get the transaction done.

It would receive income back over tinme and that incone
potentially -- there's essentially $30 million of bonds
out standi ng. Those bonds pay down over tinme just like a
nort gage woul d.

We're |l ooking to hopefully carve out an issuer
fee between 60 and -- we'll just throw out a nunber of
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100 basis points. So clearly 100 basis points, or 60
basis points, on $30 nmillion, the recoupnent of the

i nvest ment woul d occur probably in the first coupl e of
years.

As you said the market can nove and it can
nmove qui ckly, and especially with the way rates are as
| ow as they are right now, there could be a quick snap
back and this transaction my go away but | think all the
professionals that will work on the transaction know t hat
this mght be sonmething that in a nonth di sappears. So
we're trying to nove quickly and | think that's why TSAHC
and the staff wanted to bring this to the board quickly
and hopefully try to actually execute a transaction in
January.

MR. JONES: Understood. This m ght be an
aside but this is tied to 2009 issuance. How did that
relate to the auditor's report about |iquidating? You
i qui dated some of the 2009 stuff or all, because you
just said there was 33 mllion that was stil
outstanding. So the liquidation that was reported by the
auditor is a portion?

MR. SPELBRING Well, the 2009 transaction
essentially allowed the corporation to have commtted
fundi ng through the US Treasury. Wat you would do
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essentially is the corporation would make nortgages and

t hey woul d pool themtogether and they would hold onto
themuntil they got up to such size that they would issue
a transaction. The 2011A transaction that we're talking
about was one of those and you had two of those

transacti ons.

The corporation didn't use all of those assets
in a bond transaction. They actually took sonme of those
assets -- the G nnie Maes, the nortgages they'd created,
and actually just sold themin the market and sold them
for financial gain and they did that a nunber of tines.
So | believe in the auditor's report when they were
tal ki ng about a $600, 000 gain, that's what they were
tal king about, the sale of sone of those assets that
ultimately didn't end up being security for a bond
transacti on.

MR, JONES: Ckay. Any other questions?

Jerry?

MR. DIETZ: Do we have any expenses associ ated
with noving forward with preparation of docunents? 1Is
that why we're approving this?

M5. OMOHUNDRO. Well, there are various
docunents that are necessary. W do need to go before
the bond review board to have this transaction approved
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but, yes, there are expenses that wll be incurred as
Chris nmentioned in the issuer fees for this particul ar
transacti on

MR. JONES: But the hope is that it's just
done quickly, that by January we'll realize a gain.

VO CE: Not all at once though

VOCE: It would be received over tine.

M5. OMOHUNDRO:  Yes.

MR. JONES: R ght. Understood. Any other
guestions; any other coments? Any public comrent
regarding Item5?

(No response.)

MR, JONES: Ckay. Hearing none, as presented,
is there a notion?

MR EVENVEL: | nove we approve.

MR JONES: Mbve to approve?

MR. ROVERO  Second.

MR JONES: Moved and seconded. All in favor
say aye.

(A chorus of ayes.)

MR. JONES: No opposition. It passes. Thank
you.

Appreciate it, Paige. Thank you.

Ckay. Let's goto Item6, Presentation

ON THE RECORD REPORTING
(512) 450-0342




a7

di scussi on and possi bl e approval of the publication for
public comment for the guidelines, scoring criteria and
target ed housing needs for the allocation of qualified
residential rental project tax exenpt bond funds under

Mul tifam |y Housing Private Bond Program Request for
proposal s and the 501(c)(3) bond program policies for the
cal endar year of 2013.

M . Danenfel zer?

MR. DANENFELZER: Good norning. David
Danenf el zer, manager of Devel opnent Fi nance, presenting
today to the board, as noted, the updated rules for 2013
and RFP for both our nultifamly private activity bond
program and the 501(3)(c) bond program

As noted in nmy witeup, in past years we've
general |y approved two separate policies, an RFP for each
of the different prograns. Over the years though, we've
essentially kind of nmade those al nost a conplete mrror
policy in RFP to make sure that there's a | ot of
consi stency and nuch better understanding of staff
between the two different prograns.

There were only a couple of unique differences
that were required through statute for our 501(3)(c) bond
program and after |ooking at the two rules very
carefully, we decided that it would actually be pretty
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easy to nerge the two docunents, allow all of the
simlarities to continue to be simlarities but then have
the unique parts for 501(c)(3)s just be called out in
separate sections of the docunent.

So as you |l ook here -- and | do note eight
differences, or eight updates, to the policies froml ast
year, and I'll try to go through those quickly. But as
noted, we did change construction standards and the
| anguage regardi ng construction standards in Sections
2(a) and 6(c) sinply to make sure that we had a little
bit nore broad | anguage about how we | ook at construction
standards and requirenents.

We previously had a dollar requirenent for
rehab projects; however, many of these projects, on
private activity bonds in particular, are financed by the
Texas Departnent of Housing's housing tax credit program
and in their policies they have now separated out three
different |levels of rehab requirenent and the deal with
HUD projects or HUD financed projects, there's separate
types of rehab requirenents and expenditures
requirenents.

And we essentially decided that we should try
to be the nost flexible and adjust but still use a base
standard of quality rather than an arbitrary nunber of
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dol I ars because our nunber of 15,000, which it was | ast
year, ended up kind of falling in the mddle of all the
different prograns but it still wouldn't have neant
anything if we spend 15,000 and the quality of the
property was not brought up to our standard.

Again, we also felt that if there was a
property that was in great physical condition and really
j ust needed to be refinanced, we m ght be turning
properties, or having to ask for exenptions from our own
policy just because the property didn't need $15, 000 per
unit in rehab

We al so updated the | anguage under Section
2(c) and 2(c)(l) regarding supportive housing. W've
changed that to service-enriched housing. W'd actually
received a cooment on this |ast year but it was right
after the board had approved our 2012 rul es and policy,
and this is just our -- we at the tine spoke with the
advocates who submtted that reference and agreed that we
coul d go ahead and just change that and update that this
year.

And they were very happy to hear that and
t hey' ve been pleased with our updating of that |anguage.
And it is sonething that -- we do sit on the Housing and
Heal th Services Coordination Council for the state of
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Texas and that's the | anguage that that body, which
represents both health and housi ng services, has agreed
to for service-enriched housing.

| won't junmp through too many of the other
t hings although I do want to note that down under Nunber
6 we did put a special notice in there regarding
prof essi onal service fees. The next agenda itemw ||
deal with the ratification of two of our professional
service providers for bond counsel and issuer counsel and
we've still been working on negotiating their fee
structure.

| think we're pretty close, if not actually
right on with those fee structures already but | didn't
really have enough tinme to anend the policy, get it
publ i shed in the board book and to you. Since this is
just a draft, we are able to go ahead and update the
draft before January and get you guys the final on those

pr of essi onal service fees.

For financial advisor --

Yes?

MR JONES: This is for publication for public
comment .

MR, DANENFELZER: Correct.
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MR. JONES: So the finalizing of that aspect
of it will delay publishing for public coment but it's
not a material delay. Right?

MR. DANENFELZER: W don't believe it's
mat eri al enough to prevent us from publishing as well.
My plan is to go ahead and provide a suppl enentary
docunent to this as soon as we get those --

MR. JONES: Prior to posting it?

MR. DANENFELZER: Prior to -- at |east 30 days
before our board neeting in January, whatever that date
iS.

MR. JONES: Yeah. | was dealing with -- it
sounded |i ke you were tal king about posting it and then
addi ng that other conponent later. Are you required to
post everything and all changes and all recomrendati ons
at one tinme or do you do it in a supplenental way or
what ?

MR. DANENFELZER: M understanding is that
we're not legally required to post and ask for public
comment on every change we nake.

MR JONES: Ckay.

MR. DANENFELZER: However, as a practice we
have historically done that.

MR, JONES: Ckay. Understood.
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MR. LONG Obviously, the best thing for us,
M. Chairman, is to ensure that we provide as nuch
opportunity for public comment and feedback and that has
been our rule of thunb all al ong.

MR. JONES: Under st ood.

MR LONG So we're going to offer the
opportunity for public comment and feedback to the extent
that we can. Ooviously, we don't want to sl ow down our
progranms but at the sane tine we want to make sure that
we' ve heard from everybody that needs to have comment.

MR, JONES: | understand. | follow you. Go
ahead.

MR. DANENFELZER: Yeah. And we'll discuss
w th general counsel about the process of incorporating
t hat new | anguage but | don't think it'll be a problem
and | certainly don't want it to delay too nuch
further --

MR. JONES: Yes, that's ny point.

MR. DANENFELZER: -- the issuance of it so we
can at least start marketing the programand bring in
appl i cations.

MR JONES: |'msatisfied that you can do it
wi t hout that piece being finished.

MR. DANENFELZER: Good. And then, | think the
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only other thing of significant change or -- | don't know
that it's that significant is we did increase our closing
fees from.5 percent to .75 percent so just a snmall bunmp
up. This brings us closer to what other issuers in the
state charge for closing fees on deals. W're stil
bel ow nost issuers or about really in the nedian for

i ssuers statewide. W just felt Iike we could earn a
l[ittle nore and not really do -- without really putting
any real additional burden in devel opnent.

MR. ROMERO David, is that a set fee? |Is
that charged and collected or is it negotiated?

MR. DANENFELZER: It is charged and coll ected
at closing. W do not adjust that fee unless there's a
mtigating circunstance.

MR. ROVERO That was ny question. So why
woul dn't we go to 1 percent if you still had that |eeway
to adjust it based on the applicant or the project?

MR. DANENFELZER: | think it's because the .75
purchase is kind of in the mddle of the pack; 1 percent
is at the top of the pack

MR JONES: | don't think we would want to put
ourselves in the position where everybody would try to
get adj ustnents.

MR. ROMERO No. And that's the reason
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asked if there was a set fee that you don't negoti ate.
It's done once you cl ose the deal.

MR. DANENFELZER: Yeabh.

MR. ROMERO And you said there's mtigating
ci rcunstances so --

MR, JONES: But that's determ ned by us.

MR. DANENFELZER: | nean but that's determ ned
by you. Certainly, anyone could cone to the board and
request a waiver of any of our fees or anything |like that
but I imagine -- well, I'lIl say staff would have to have
a really good reason to reconmmend any |ike --

We do want to get paid for the work that we do
on these deals and this al so does not include the
adm nistrative fee that we collect which is ten basis
points or .1 percent. So we do collect a secondary fee
on top of this fee. |It's just this is the only one we
felt --

MR JONES: Oh, the fees are integral to the
fact that we use no general fund noney.

MR. DANENFELZER: Absol utely.

MR JONES: W got to do what we have to do.
That's why we' ve got twel ve-year extension, in part.

MR. DANENFELZER: Certainly. So if there's
any ot her questions?
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MR JONES: M. Dietz?

MR DIETZ: No.

MR JONES: | guess it's good if M. Detz
doesn't say anything. He's the banking guy. Like
Jerry's there and he does his own net and if they don't
say anything then we're good to go.

Ckay. |Is there a notion?

MR. ROVMERO | nove to approve as presented
for publication.

MR. JONES: Moved to approve.

MR. EVENVEEL: Second.

MR, JONES: Ckay. Second by M. Evenwel.

Any further discussion? Any public comment
regarding ltem 6?

(No response.)

MR. JONES: Hearing none, as presented.

Al in favor?

(A chorus of ayes.)

MR, JONES: GCkay. Unaninously passes. Thank
you.

Item 7, Presentation, discussion and possible
ratification of professional service providers to the
corporation’s Single Famly and Multifamly Tax Exenpt
Bond prograns, including bond counsel and issuer counsel.
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MR. DANENFELZER: Agai n, David Danenfel zer,
manager of Devel opnent Fi nance. This year we've decided
to go out to RFP or requests for proposals. W've
submtted three separate requests for proposals for
prof essional services related to our Tax Exenpt Bond
prograns, both Miultifamly and Single Famly.

To be clear the bond counsel RFP does
represent -- bond counsel represents both Single Fam |y
and Multifam |y Tax Exenpt bond issues. Financi al
Advi sor, which was al so published, does represent both
Multifamly and Single Famly. However, issuer counsel
is a unique service that we get only for our nultifamly
t ax- exenpt bonds.

And there is sone other services that we get
along with Single Famly but that's held under a
different contract and different agreenent.

We did want to update these again. Partly we
try to get these out in tine so that we could also get a
| ot of the negotiation and sel ection done for the rules
whi ch we just approved for publication as draft.

We had three applicants for the two that we
are ratifying today, which is bond counsel and issuer
counsel, Ful bright & Jaworski, Mahones Bol den, and
Greenberg Traurig. Based on the review by the executive
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team and staff involved in that review, which included
the president, executive VP and chief financial officer,
we reviewed all of the subm ssions and it resulted in
staff and the executive team sel ecting Ful bright &
Jawor ski as bond counsel. They are our current bond
counsel and have been for the past six years. Their
experience and the services they provide us have been
excellent and so we decided to stick wth that as our
bond counsel .

On Mahones Bol den, as issuer counsel, we
really -- it was a nmuch nore difficult decision because
all three of the applicants really had very good -- the
experience and their connections with so many different
i ssuers and public finance in general was very key.

As | noted here, Mahonmes Bol den has a | ot of
clients within Texas, including the General Land Ofice
and Veterans Land Board, and we just really felt that
this was a good opportunity for us to bring in sonme new
representation as issuer counsel, sonmeone who can
represent our business, the business requirenments we have
under the Multifamly Bond programand |I'I|l let the
witeup speak for itself.

"' m avail abl e for questions.

MR. JONES: Any questions on the two
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recomendat i ons?

(No response.)

MR JONES: So we're voting on approving these
two reconmendati ons.

MR. DANENFELZER: Sorry to interrupt but 1'd
like to note that WIIliam Mahonmes and Steven Bol den are
in the audience today. 1'll have themstand up if you
wll, please, wave your hands.

MR. JONES: \Which one is which?

MR. DANENFELZER: M. Mhones is next to the
wall. M. Bolden -- | was going to say red tie but they
both have red ties.

MR. JONES: Look |like bankers to ne. They
| ook |ike |awyers.

MR. DANENFELZER: They |l ook like |awers. And
| couldn't just say the two | awyers in the audi ence
because there's nore than two in there, | know there are.

So if there are any other questions?

MR. JONES: And what's the length of this
service that --

MR. DANENFELZER: They really serve at the --

MR JONES: W don't do this again for how
| ong?

MR. DANENFELZER: It depends on how satisfied
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we are with the services. W actually have -- on our
arrangenments that we currently have, we allow themto
serve as long as we ask themto serve and we can go out
at any time with a new RFP. So if we're dissatisfied
wi th any of our professional service providers, we can
al wvays RFP agai n.

W do try to look at a two to three-year
wi ndow before we woul d consi der an RFP but --

MR. ROMERO. Does the RFP note that?

MR. DANENFELZER: The RFP does not say
anything regarding a two to three-year window. It sinply
states that they serve as long as we're happy with
their --

MR LONG If | mght add, in the past, as
David said, the last tinmne we went out for these specific
RFPs was in 2006 so these firns have served over five
years and | think what we typically do is try to | ook at
a reasonabl e anount of tinme. | nean, let's be honest.
When you have firnms that work with us, our prograns
change; our products change; firns change.

And we always try and make sure that people
have a chance to kind of settle in to who we are and what
we're doing and themto get confortable with it. So that
takes a while. And then we want to make sure that
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there's an opportunity for themto actually provide
services to us.

As we go through that, sonetinmes that tinme
frame may change dependi ng on what we're doi ng and what
we're working on. So as a result, you know, two to three
years is typically what we're | ooking at, kind of making
sure everybody's on board and everything is going well,
like in this case we've gone out to six years.

So we do believe it's appropriate for us to go
out on a regular basis whether that's two to three years
or five years, really certainly at the discretion of the
board but staff's recommendati on has been to |l ook at it
and just kind of re-RFP on a regular basis so we know
that we're not only providing opportunity for other firns
to bid but also to ensure that we're able to | ook at
those firnms on a regul ar basis.

MR. JONES: But | do agree that -- and what we
do, just saying these are why -- we made justification
for twel ve years under Sunset; you want sone
continuity --

MR. LONG That's correct.

MR. JONES: -- sonebody that you work with
you're confortable with, and you don't have to turn
around and do it two years, three years, four -- if it's
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MR. LONG Right.

MR JONES: -- for as long as possible.
Under st ood.

MR. LONG  Ckay.

MR. JONES: Any other discussion, any
gquestions?

(No response.)

MR. JONES: Okay. Word this like this. 1Is
there a notion to ratify the two recommendati ons for
pr of essi onal service providers to the corporation's
Single Famly and Miultifam |y Tax- Exenpt Bond program
whi ch includes bond counsel and issuer counsel ?

MR. EVENVEL: So noved.

MR. ROVERO. Second.

MR. JONES: Moved and seconded. Any ot her
di scussion or questions? Any public comrent regarding
this iten?

(No response.)

MR. JONES: Hearing none, all in favor, say
aye.

(A chorus of ayes.)

MR. JONES: Any opposition?

(No response.)
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MR. JONES: Passes unani nously.

Thank you, sir. Congratulations. Wl cone
aboar d.

VO CE: Thank you.

MR JONES: We're on Item 8. Presentation
di scussion, and possi bl e approval of the publication for
public comment of the Corporation’s Miultifam |y Bond
Program Conpl i ance Policy, including the assessnent of
penal ti es for nonconpliance.

M5. GREEN: Good norning. |'m M ndy G een,
Senior Multifamly Analyst. As Bob just pointed out, |I'm
presenting the 2013 conpliance policy, and as you'll see
in your book, I've provided the copy that has mark-outs
and there's very mninmal changes to the policy froml ast
year. W do reviewthis policy every year to ensure that
we're staying current, that our penalties are still fair
and current.

The bi ggest change that you'll see throughout
t he docunent is --

MR. JONES: Resident service. Right?

M5. GREEN. -- yes, the resident services. W
just thought it would be best if we were very cl ear about
our expectations of resident services so we put a nore
detail ed expl anation there of what we expect out of those
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services. Oher than that, there are m nor
clarifications throughout the docunent.

| f you have any questions, |'d be happy to
answer them

MR JONES: It's pretty detail ed which neans
because they have to nmake them avail able -- renenber we
tal ked before. You can't guarantee people are going to
t ake advantage of them

M5. GREEN: R ght. Certainly.

MR. JONES: But they have to be offered so
there's a | ot here which woul d make nonconpliance really
difficult. You' d have to work hard to be in
nonconpl i ance. Right?

M5. GREEN: R ght. And we don't have any
issues with that currently; however, noving forward with
any future deals, we want to nmake sure that everyone
knows exactly what we expect. W're working really hard
in the Multifamly Oversight Department right now to
ensure that all of the devel opers know exactly what our
expectations are for themso we're really trying to make
everything very clear.

MR, JONES: Ckay. Questions, comments?

M . Romero?

MR. ROMEROC M ndy, the conpliance penalty of
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$500 per violation, what enforcenment do we have if they
choose not to pay it?

M5. GREEN. Thankfully, we've not had to go
down this path yet but what we would do is just to --

MR. ROMERO  Continue to follow up.

M5. CGREEN:  Yeah.

MR, JONES: What is nonconpliance --
nonconpl i ance to sonebody or soneone --

M5. CREEN:. There are a | ot of scenarios
listed in the policy where they can becone --

MR JONES: |I'msaying if they were in
nonconpl i ance, there's sonebody that you report that
to -- Right? -- because that's the conditions because
Jerry's asking where is the teeth? You can say all that
and say it's a $500 fine but where's the teeth to nake
sure those things are done?

M5. GREEN. We would go to the owner

obvi ously, always, but then beyond that we would -- if it
becane serious enough -- if it could because it's a
policy and as a part of the bond docunents, | believe it

could result in a default but | don't know that. W' ve
never had to experience that. | don't think it would
ever really becone an issue.

MR. JONES: So worst-case scenario would be a
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defaul t --

M5. GREEN.  Yes.

MR JONES: -- but it would have to be
sonmet hing nore than one violation and t he $500.

M5. CREEN: Yes. And it would have to be over
an extended anount of tinme with blatant ignoring our
requests.

MR. JONES: | think the answer is we hope it
doesn't happen.

M5. GREEN: And honestly, we've never
experienced this since the policy's been in place.

MR. ROMERO. W'l have to hand send the
letter.

M5. GREEN. Yes. A very sternly witten
letter.

MR. EVENVEL: Wyuld you put a lien on their
property if you had this?

M5. GREEN. W could. Again, we have not done
that in the past, not for a nonconpliance.

MR. LONG | think obviously, M. Evenwel,

t hat the concern would be that we want to nmake sure and
provi de enough tinme for any of these exceptions that cone
up, a period to cure. And | think Mndy and Janes do a
real good job of not only notifying the managenent
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conpani es and the owners that we work with that the

opportunities for us to be out there to look at this is
to make sure that they're conpliant with both the bond
docunents as well as the maintenance of the properties.

We don't want to have too big of a hanmmer in
the sense that we don't want to nake this a problem W
want to be able to be nore of a nonitor and hel p keep the
properties noving forward in a nmanner that's consistent
with what we originally conmtted to do.

Wth that, certainly we don't want to pl ace
liens on properties or file suit or anything like that so
our goal is to try and work out and mtigate an issue
rather than to create a problemthat woul d probably be
detrinental to tenants in the |long run.

M5. GREEN:. Right.

MR. LONG So while we have those penalties
out there, as Mndy said, our hope is that we don't ever
have to enforce them

M5. GREEN: W spend a lot of tinme creating
rel ati onships so that we can al ways be working with the
managenent conpani es and the owners so this doesn't
really have to becone a probl em

MR. JONES: But you still have to have it
there so that they know -- it's incentive to conply.
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MR. LONG That's correct.

MR. JONES: Under st ood.

Any ot her di scussion?

(No response.)

MR. JONES: Ckay. |Is there a notion?

MR. ROVERO | nove to approve as presented

MR. DI ETZ: Second.

MR. JONES: Moved and seconded. If no further
board comrent, any public conment on Item 8?

(No response.)

MR. JONES: If not, all in favor of approving
as presented, say aye.

(A chorus of ayes.)

MR JONES: Ckay. Aye. It passes, unani nous.
Thank you.

Go down to 9, Presentation, discussion and
possi bl e approval for publication and public comrent on
the draft of the Texas State Affordabl e Housing
Cor poration 2013 Annual Action Plan. | think |I was used
to seeing the general up here on that.

(Pause.)

MR. LEAL: Good norning, M. Chairman, nenbers
of the board. Charlie Leal, CGovernment Rel ations
Specialist. On the agenda today in Tab 9 is the draft of
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the corporation's 2013 Annual Action Plan, which we by
statute are required to produce. The plan offers the
governor, the |egislature, housing stakehol ders, and the
general public a conprehensive | ook at the actions of the
corporation for the previous year in addition to |aying
out the projected activities of the corporation for the
year ahead.

The plan includes input fromall program
managers and staff as well as executive staff. By
statute the corporation's plan is submtted to the Texas
Depart ment of Housing and Community Affairs to be
included in their Annual State Low I ncone Housing plan,
often referred to as the SLIHP

The SLIHP is conprised of the corporation's
pl an and TDHCA' s broad plan to address the issue of
housi ng statewide. The SLIHP is also submtted to the
governor, |ieutenant governor, and the Speaker of the
Texas House in the spring of each year.

Today we're requesting the board's approval
for the publication and public comrent period of the
corporation's draft Annual Action Plan and we have
recommended that the public comment period begin Decenber
31, 2012, and end January 31, 2013. During the public
coment period the corporation, along with TDHCA, w ||
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have a public hearing schedul ed on January 16, 2013,
provi ding an opportunity for anyone to express their
comments on the plan in person.

Throughout the entire public comment period
anyone may submt their coments by enmail, phone, or
regular mail. Throughout the public comment period any
menber of the board who wi shes to nmay al so submt changes
to the plan. W anticipate bringing back the final plan
to the board, including any changes based on public
comments received, in February of next year for your
final approval.

If there's any questions, |'d be happy to take
t hem

MR. JONES: What tinme is the public comrent,
the joint one with TDHCA?

MR. LEAL: That's the January 16, 2013.

MR. JONES: \Where and what time? Is it
schedul ed yet?

MR LEAL: W're talking with TDHCA ri ght
now - -

MR, JONES: Ckay. About location and tinme?

MR LEAL: -- for a specific location and

MR. JONES: But you've got that date nail ed
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down.

MR. LEAL: Yes. The date is nailed down.
believe it will be at the TDHCA's offices. It should be
in the norning, about 10:00 a.m

MR, JONES: Ckay. Any discussion? Any
gquestions regarding the action plan?

(No response.)

MR JONES: | like it. Wen people ask ne
about the agency. | usually refer to that as to what we
do, how we do it, the whole --

LEAL: It's a synopsis.
JONES: Ckay. Any notions?

ROMVERO. Move to approve.

2 3 3 3

Dl ETZ: Second.

MR, JONES: Gkay. The nover of approval has
noved to approve and there's been a second.

Any further discussion fromthe board? Any
public comment ?

(No response.)

MR. JONES: Hearing none, all in favor, say
aye.

(A chorus of ayes.)

MR. JONES: It passes unani nously.

MR LONG M. Chairman, before we go on, |
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would like to coment that Janie and Charlie -- as you
know t his docunent takes every year. W reviewit and it
is a teameffort but Janie's | eadership and Charlie
taking a leadership role init again this year -- him
being relatively newto the corporation, | wanted to
recogni ze the effort that goes in to naking sure this
docunent is not only well done, which I think if you see
it you'll recognize, when it's all said and done, how
good it will be, but also just the fact that there's so
much information that we try and put into it, that we try
and nake it a very good docunent.

And | just want you to know how much we
appreciate the staff support in making that all that
happen for Charlie and Jani e.

MR JONES: We're just giving Charlie a little
break this time but we will see you again.

MR LEAL: | appreciate it.

MR. JONES: Anyway he's got high standards and
you cane hi ghly recommended.

MR. LEAL: Thank you.

(Pause.)

MR JONES: Al right. Thank you very nuch,
Charlie. W appreciate it.

Final item of business, Presentation,
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di scussi on and possi bl e approval of a resolution

appoi nting a nenber of the corporation s board of
directors as a nenber of the Advisory Council of the
Texas Foundations Fund, such appointnment to be effective
as of January 1, 2013.

Ms. Bayl ess, good norning.

M5. BAYLESS: Liz Bayl ess, Executive Vice
President. Good norning.

M. Chairman and nenbers, at your |ast board
nmeeting you approved the expansion of the Advisory
Counci | that advises the corporation on the Texas
Foundations Fund as well as helps us with our fundraising
efforts. You approved expanding that council fromfive
menbers, which it currently has, to ten nenbers.

And the additional five nenbers are to be
four, each representing specific geographical areas of
the state that are not currently represented on the
council; that is, Houston, Dallas-Ft. Wrth, San Antoni o,
and the Rio Grande Valley. The fifth new nenber is to be
a nenber of the corporation's current board of directors.

So today we are asking you to sel ect one of
your own to be appointed to the Texas Foundati on Funds
Advi sory Council and, obviously, we |eave that choice up
to you.
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MR. JONES: |s anyone volunteering to serve on

it fromthe board?

MS. BAYLESS:. | understand that M. Ronero may
have volunteered. |Is that correct?

MR. ROMERO | expressed an interest but |
think -- | would hope that the other board nenbers woul d

consider it, but yes | did.

MR, JONES: Can you tell us when this group
nmeets and all, give us sone specifics so that --

MS. BAYLESS:. Sure.

MR. JONES: -- the other board nenbers can be
brought up to speed.

M5. BAYLESS: CQur plan going forward is a
l[ittle bit different fromour past history in that we
intend to make this Advisory Council a nore active and
i nvol ved conponent of the corporation's fundraising
activities, as well as continuing to advise us on the
awar ds we nmake under the Texas Foundations Fund.

So as such we will continue to have our annual
i n-person neeting here at the corporation's offices for
t he purposes of recommendi ng awards for the Texas
Foundations Fund. We will continue to do that probably
aimng for the Jul y/August/ Septenber tinme frame every
year .
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We woul d also intend to add anot her in-person
nmeeting here at roughly half a year off of that annual
meeting. So that's going to be in the
February/ March/ April time frame. And that neeting woul d
be much nore heavily focused on fundraising, suggesting
potential contacts we could nmake to approach potenti al
donors about contributing to the corporation.

And then in between those two in-person
nmeeti ngs we woul d expect we woul d probably have a coupl e
of nmeetings by either web conference or tel ephone
conference call just to give status updates on how we're
doing with the donor cultivation and any additi onal
suggestions the council could make to help us with our
fundraising. So rather than just getting together one
tine a year in person we're now expecting to get together
four times a year, twice in person, twice by web or
phone.

And as we add these new nenbers fromthe
di fferent geographical areas of Texas, | think we'll end
up benefitting greatly fromthe diversity of perspective
as well as the expanded nunber of potential contacts that
t hese people would be able to suggest to the corporation.

MR, DIETZ: |'mexcited about this. | think
it'"s going to be a great benefit to the corporation to
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expand this group and to do the things you' re suggesti ng.
And M. Ronero's background and skill set will |end
itself very well to that type of position so | would
definitely support that.

MR JONES: M question is would you be
interested in serving, M. Evenwel ?

MR. EVENVEL: No, thank you

MR. JONES: Put it another way, no. | know
M. Ronero has been involved before. He's been board
chair. He's been on the council and | know that he's the
nost experienced person but | would give an opportunity
to other board nmenbers that have been so there's only one
nane. So | guess --

| can make notions. Right? | nove that we
appoi nt and accept Jerry Ronmero as the representative
fromthe board of directors on the Advisory Council for
t he Texas Foundations Fund, and by accl amati on.

MR. DI ETZ: Second.

MR. JONES: Moved and seconded. Any ot her
di scussion? Public coment?

(No response.)

MR. JONES: You said no?

(Laughter.)

MR JONES: Al in favor, say aye.
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(A chorus of ayes.)

MR. JONES: Thanks, Jerry. W appreciate your
serving there.

MR. ROMERO  Thank you all.

MR. JONES: Okay. No reason to go into closed
sessi on?

MR. LONG That's correct, M. Chairnan.

MR JONES: W don't have to go in and talk
about these | awyers.

MR. LONG No, sir.

MR JONES: Well, | want to again thank the
staff for the excellent professional job that they do.
|'"d like to thank our auditors for the exceptional job,
even with all the disclainers that they do to protect
t hensel ves, our attorney and everybody, and also M. Joe
Schafer who's handling the recordi ng of our m nutes of
this nmeeting. Thank you, sir.

Yes, David. Any final comments?

MR LONG One last thing. W kind of junped
right through and I would like to recognize the
exceptional anmount of work that goes into putting
toget her our audit. W kind of noved right on and so |
would like to, at least for the record, make sure that
Mel i nda and Nick and Betsy and everybody that's engaged
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in our audit process -- it requires a |lot of work.

| was talking to one of our other people in
the building earlier today and they were inpressed with
how long it took M. Mkeska. She said, | thought he'l
be maybe a day or two. Well, a nonth later we're still
putting it together.

And | think its a testanent to the fact that
the anount of time and effort that goes into being able
to put together and have for you the audit in the tinely
manner that we have to do, and every year we have to have
this thing done by a certain tinme so that it can be
subm tted under the requirenents by statute that we turn
this in by the 20th.

So | would |ike to commend Melinda, N ck and
Betsy and all the other staff that may have coordi nated
with themto get information to them and also M.

M keska for his efforts.

MR. JONES: | know that they're professional
and they' ve always been since |'ve been here but | also
think that in this year when we -- instead of 50 percent
of federal assets, we only do 25 that it be just as
t horough and even nore so, so it nmakes sense that he
would do it that way and we appreciate it.

MR. LONG The only other thing I would --
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just for the record | would let the board nenbers know

t hat the next scheduled that we would have, the second
Thursday, is the 10th of January. There are sone things
that we're trying to coordinate for.

As Paige and Chris nentioned earlier, there
are sonme tinelines that we have to kind of stay within in
order to get those projects that we were | ooking at for
the Single Famly Prograns in front of the bond review
board so we may be -- I'mgoing to say the 10th right now
and we' || coordinate wth you as we need, one, confirm
quorum and two, nmake sure that we have all the details
on what we're going to need to have the neeting for next
month. But right now the 2nd Thursday would be the 10th
of January 2013.

MR. JONES: So that's what we'll have and then
you' Il pool and see if we get the quorum for that day.

Al right. Any other business? Any other
comment s?

(No response.)

MR. JONES: Hearing none, neeting adjourned.

(Wher eupon, at 11:24 a.m, the neeting was

concl uded.)
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