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PROCEEDINGS

MR. JONES: The Novenber Board neeting of the
Texas St at e Af f or dabl e Housi ng Corporationiscalledtoorder.
Ckay. Jo Van Hovel ?

MS. VAN HOVEL: Here.

MR. JONES: Jeran Akers?

(No response.)

MR JONES: Wlliam D etz?

MR DIETZ: Here.

MR JONES: Jerry Ronero?

MR. ROVERO  Here.

MR. JONES: And Bob Jones.

MS. VAN HOVEL: Here.

MR. JONES: Maybe he is not here. GCkay. Thank
you. | appreciate it. [|'mpresent and accounted for.

Al right. W'Ill begin. |Is there any public
comment ?

(No response.)

MR. JONES: That's always first, even though we
have to ask for it after every item Right. Okay.

Let's ask for the President's report and you have
Tabs A through F, and maybe i ntroducti ons of any guests that
are here.

MR. LONG Thank you, M. Chairman, nmenbers. |
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woul d i ke to make a fewintroductions as we have sone of our
prof essionals here. M. Mkeska with M keska, Mpnahan &
Peckham our outside auditor, actually is here but heis also
going to be presenting under one of the tab itens so you'l
get a chance to see him

Pam Stein with G eenberg Traurig, our general
counsel is here. And Robin MIler with First Sout hwest, our
financial advisory firm is hereas well. | didalsowant to
i ntroduce -- he wasn't here at the |ast neeting but I would
liketointroduce Ben Elinor. He's a UT graduate student that
iswrkingwithus as anintern. Hewll bewrkingdirectly
with Janie. And if Ben could stand up and at | east wave his
hand.

He's here and working with us. He's going to be
working with Janie directly, as | said. And working on our
projects related to whatever Jani e has worKki ng.

So a coupl e of qui ck updates on sone conf erences.
Staff attended t he Texas Associ ati on of Local Housi ng Fi nance
Aut horities conference in Corpus Christi the end of | ast
mont h, the 26th through the 28th. That was attended by
mysel f, Paige, Liz and Dave Danenfel zer.

David and | have a conference com ng up at the end
of this nonththat we will be attending herein Austin. It's
t he Housi ng Partnership Network conference. As
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far as check presentations go for the Texas Foundati ons Fund,
we were able to do one of those check presentations while we
were in Corpus Christi for the Coastal Bend Center for

| ndependent Living. Al the staff that attended the
conference were able to join us to make the presentation, as
wel | as M. Ronmero who was actual ly at the conference hi nsel f
as well. He attended that with us.

We have two nore check presentations under this
year's round of funding that we'll be having, one on Novenber
14 in Ro Gande City with MET. Mself and Liz will be
attending that. That's Monday of next week. And then onthe
17t h, there's one in Houston with New Hope Housing. And Liz
will be attending that with probably another staff nenber.

A coupl e of other things that we've been worki ng
on or we've been involved in. The Senate | GR had an interim
charge hearing | ast week. And Davi d Danenfel zer was asked to
speak at that. And he spoke on the ACT programor Affordabl e
Communities Texas programin |and banking and | and trust
activities.

| was asked by the Governor's Ofice to attend a
di sast er housi ng task force neeting | ast week as wel | and ki nd
of just was asked to sit in for giving feedback on
housi ng-rel ated i ssues during a natural di saster that affects
Texas.
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| attended the Maki ng Hone Affordabl e New Hope
event in Houston |last week. Katie and | attended that on
Friday. It was one of our foreclosure prevention task force
events that are put on through the Houston task force but it
was actually put on fromthe national |evel at Hope Now and
Maki ng Hone Affordabl e.

And there were approxi mately 432 peopl e that
actual |y cane t hrough t he event and about 136 of those actual ly
got a chance to neet with counselors in addition to neeting
with their service or representatives. So we're pretty
pl eased with the results of that.

Thi s norning, M. Jones and | had the opportunity
to have a face-to-face neeting wth the new Chairman of the
Board of TDHCA, M. J. Paul Oxer, and the new Executive
Director, Timlrvine. And we had a chance to sit down with
them for about an hour this norning -- a little early, but
we made it at 7:30 and spent about an hour with them

And wi th that, you al so have the staff reports that
are in the tabs, as M. Jones referenced A through F in your
Boar d book, includingthe single-fam |y devel opment fi nance.
You al so this nonth -- because of the quarterly report, you
have for conpliance and resident services that M ndy put
together for you all. Marketing and devel opnent reports are
in there.
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| mentioned the Forecl osure Prevention Task For ce,
the event we attended in Houston, and then you have your
nmont hl y budget investnent reports. And if you had any
questions on those, either nyself or staff will be nore than
happy to answer any questions on those reports specifically.

Andwi ththat, the only other thing | woul d nmention

toyou is that tonorrowis Veterans Day and our offices wll

be cl osed.

MR JONES: On Tab Item B.

MR LONG B?

MR. JONES: B, yes. Affordable Communities of
Texas?

MR. LONG  Uh- huh.

MR. JONES: The program it says it's processing
its final closings, using NSP funding. It also says that you

subm tted application for noreincone fundi ng, and there's an
uptick in donation properties.

Canyoutalkalittle bit about thosethreeitens?

MR. LONG | can have David cone up here, if you
don't m nd.

MR JONES: Ckay.

MR. LONG And David, do you want to conme up and
just kind of give an update? What we had is, we received a
certain amount of funding on the original round and then we
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got an increase to our account, | nean, to our funds that we
got from TDH under our original contract.

MR JONES: So it was final closing, using
original funds?

MR LONG I'Il let David speak to all of that,
but, essentially, yes. And then, also, there are other
addi tional rounds of funding they're now offering and we've
applied apply to one of those.

So David, do you want to kind of address those
poi nt s?

MR. DANENFELZER: Sure. Dave Danenfel zer,
Manager of Devel opnent Finance. Yes, the Corporation is
currently using up the remaining $6.25 mllion original
fundi ng that we had avail abl e to us under our NSP-1 contract
and we have just a handful of closings left to wap that up.

And t hen we have subm tted an applicationw ththe
Board' s approval for the NSP programinconme round. W
originally got aresolution fromthe Board in the springtine
to apply for that, but the application process didn't go as
we had pl anned, and they've reopened that round. So we've
resubm tted our application and hopefully we'l|l get accepted
into that.

That's nore of areservati on systemso there's not
a set dollar anount but we'll be able to draw down funds as
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we have projects available to purchase.

MR. JONES: And the third point was the donation
properties.

MR, DANENFELZER:  Yes.

MR. JONES: How does that kind of work?

MR. DANENFELZER: Well, a nunber of banks that
we' ve been wor ki ng wit h over the |l ast coupl e of years have cone
t o us about the i dea of donati ng propertiestothe Corporation.
These range fromsi ngl e-fam |y honmes wher e t here may have been
a particular title issue which the bank just didn't want to
have to take care of, or they're vacant |ots.

The predom nant nunber are vacant |ots that were
i ntended to have new honmes built on them but the banks have
essentially said, you know, the market's -- thereis not nuch
new construction in those subdivisions and they' ve had t hem
on the market for over a year now and the val ue of those
properties are just such that they don't want to continue to
hol d them on their books.

So they see it as a way to provi de t he Corporation
with a donation and a wite-off for the bank. And the
Cor poration's been able to use sone of those lots to give to
our |l ocal partners, andthenother lotsw || be usedto devel op
new housing for other |ocal partners or expand our | ocal
partner network as we devel op that program
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MR JONES: GCkay. And you see an
increase -- well, | guess, with the economc clinmate, there
m ght be an increase. Right?

MR. DANENFELZER: Yes. And | think not only the
econom c climate but the fact that many of the banks for the
| ast coupl e of years have been hol ding onto al ot of forecl osed
properties and just keeping themin their portfolios. But |
think they've finally reached sort of a breaking point. The
hol di ng costs of those single |ots have gotten to the point
where they just want to get rid of those individual --

MR. JONES: Recently, | read that the federal
government was doing that, too. The banks had those
forecl osed properties, andrather thanmaintainthem fixthem
up and pay t axes, they' ve been knocki ng t hemdown and donati ng
thelandtothecities, |likethe cities need nore vacant | and,
but hey --

MR. DANENFELZER: Yes. W are actually running
into a probl emwhere several cities, especially | arge netros
like the Dallas area, are no | onger accepting donation
properties.

MR JONES: Right.

MR. DANENFELZER: So that could be also a trend
that we' re seeingis nowthe banks are no | onger abl e to donate
tothelarger cities, and nowt he banks are | ooki ng f or anot her
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entity to take those properties on.

Qur | and-banking abilities give us a really good
foothold and the ability to expand that, as well, we'll bring
alot of valueto those |l ots down the road as we can get | ocal
partners to devel op and build on those sites.

MR. JONES: | understand. Does the Board have any
guestions about Tab itens A through F?

M5. VAN HOVEL: | had one on F.

MR. JONES: On which iten?

M5. VAN HOVEL: It doesn't have a nunber but it
says Unrestricted --

MR. JONES: The one F. It's Tab itemF.

MS. VAN HOVEL: Yes.

MR JONES: Right. At the bottom of the page?

M5. VANHOVEL: R ght. [|s that what you asked ne?

MR, JONES: Yes.

MS. VAN HOVEL: \Were it says, Unrestricted net
assets. There she is.

M5. SMTH.  You just want to know what that
represents?

MS. VAN HOVEL: Yes.

M5. SMTH. The restricted assets are those that
are related to the bond prograns, or they may be restricted
by a grant that's been given to us. Anything that's not
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restricted by t he covenants of the bonds or by a specific grant
IS unrestricted.

M5. VAN HOVEL: Like?

M5. SMTH. It just belongs to the corporation.

M5. VAN HOVEL: Oh.

M5. SMTH. -- sothat wecandowthit, you know,
what ever, for program purposes that we and the Board deem
necessary. Andthenwe al so separat e out i nvest ed and capital
assets, which is just our fixed assets, the building,
furniture and equi pnent.

M5. VAN HOVEL: That's all.

MR. JONES: Does that answer it?

(No response.)

MR. JONES: Any other questions?

(Pause.)

MR, JONES: Under the President's report, do we
ask for public comment here, too, or no? No? Ckay, just the
action itens?

MR. LONG Yes, sir.

MR JONES: Okay. | just wantedto nmake sure that
we conply.

Al right. David, thank you very nuch.

Al right. Tab Item1, presentation, discussion
and possi bl e approval of the m nutes of the Board hel d Oct ober
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20, 2011.

MR. ROVERO Mbve to approve as presented.

MR. JONES: Moved to approve. |s there a second?

M5. VAN HOVEL: |'Ill second, M. Chair.

MR. JONES: Ckay. Moved and seconded. Is there
any public comment regardi ng our m nutes?

(No response.)

MR. JONES: Hearing none, is there any further
di scussion with the Board?

(No response.)

MR. JONES: Al in favor, signify of approving by
sayi ng aye.

(A chorus of ayes.)

MR. JONES: Any opposition?

(No response.)

MR JONES: Gkay. The m nutes are approved.
Item2, the presentation, di scussion and possi bl e approval of
a resolution regarding the conversion of reservation for
all ocation of private activity bonds to nortgage credit
certificates and containing other matters incident and
rel ated thereto.

M5. MCAE LLOMY: Good norning. |'m Paige
MG | | oway, manager of the single-famly progranms. The
resol ution before you is asking the Board to approve the
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Corporation using a portion of its private activity bonds, or
the authority for private activity bonds, to convert to
nortgage credit certificates.

So, as the resolution states, we have
approximately $200 million in carryforward funds, or we did.
We've used 55.5 mllion of that already, leaving us with
roughly 144 mllion to use.

This resolution specifically only asks that we
convert 100 mllion of that that we have renai ning, and as
you'll see under Tab Item A of the report section, we are
getting |l ow on our MCC funds and so this would just allow us
to go out with a new programin 2012.

MR, JONES: Ckay. Any questions?

(No response.)

MR JONES: All right. Hearing none, |'lI
entertain a notion.

MR. ROVERO Mbve to approve as presented.

MR. JONES: Is there a second?

MR. DI ETZ: Second.

MR. JONES: Moved and seconded. Any public
comment regarding this itenf

(No response.)

MR. JONES: Okay. Al infavor, signify by saying
aye.
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(A chorus of ayes.)

MR. JONES: Any opposition?

(No response.)

MR JONES: It carries. Thank you, Paige.

M5. MCA LLOWAY: Thank you.

MR JONES: Item3, presentation, discussion and
possi bl e approval of a |loan under the Multifamly Direct
Lendi ng Program to t he Brookswood Apart ments project i n Wst
Col unmbi a, Texas. Good norni ng.

MR. DANENFELZER: Good norning. David
Danenf el zer, Manager of Devel opnent Fi nance. |' mjoined here
by Scott Poor, representative of the devel oper.

The Brookswood Apartnents is a 50-unit apart nent
conplex that is locatedin Wst Col unbia, Texas. |t has been
operated as primarily housing for elderly and persons with
disabilities for the last 20 years.

And PK Brookswood Apartnents, LP, the limted
partnership which is proposing an acquisition rehab of the
property, has requested a $750, 000 | oan fromthe Corporation
inorder to fill and provide gap financing for the project,
whi ch i ncl udes over $800, 000 wort h of restructured USDAI oans,
a 9 percent housing tax credit award of about $2.2 mllion,
and a total acquisition of rehabilitation cost of $4.7
mllion.
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The Corporation reviewed this application under
its multifamly direct | ending program The projects neets
all of our threshold criteria for devel opnent standards
affordability, as well as public benefit. W' revery pl eased
to see that the developer is actually including a very
significant amount of rehab; approxi mately $37,000 i n act ual
rehabilitationcosts per unit will be used on t he property and
that 37,000 does not include overhead costs or the
contractors' profits or anything. That's just the actual
anount of work that is going to be done.

So thi s includes neww ndows, newair-conditioning
and wat er heater systens, a significant anount of upgrades to
the interior of the apartnments as well as exterior finishes
and | andscaping to the property.

As far as the |l ocation, West Colunbia is |ocated
in Brazoria County, just about in the mddle of Brazoria
County, which is sout hwest of the Houston netropolitan area.
Brazoriais actually |l ocated within the Houston MSA and so it
does benefit froma great deal of the economic growh of the
Houst on area as wel | as sone of the ot her advant ages of bei ng
next to a large netropolitan area.

As far as the market anal ysis, we | ooked over
quarterly hone sal es and nedi an hone pricing as well as rental
rates. The area has been very stable over the | ast several
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years despite the overal | nati onal econom ¢ downturn. Texas,
as nost of you know, has really fared very well through the
econom c recessionthat we areincurrently, or com ng out of.

And as far as housing units go and rental units,
the rental market in West Col unbia and the surroundi ng area
has been very stable as well. It's generally actually seen
a bit of agrowh and, in fact, for the targeted popul ati on
of el derly househol ds, the vacancy rate currently is 3 percent
and has been for over a year now in this market area.

So the Corporation's | oan woul d be a 15-year term
| oan with a 30-year anortization. Thisis our typical way of
structuring properties that receive tax credit since the tax
credit affordability periodis 15 years and then, generally,
you see anewcapi talizationof projectswithinthat tinmefranme
to do new rehab and upgrades to properties.

100 percent of the units will be affordabl e under
our LURA for 80 and bel ow househol ds; however, the LURA t hat
wll be put in place by the State's housing tax credit
requi renents w I | al so i ncl ude 30 and bel ow househol ds, 50 and
bel ow, and 60 and bel ow househol ds. So they're going to be
alittle bit tougher on the tax credit affordability than we
are but we like to have alittle bit higher cap for them In
case there are issues we don't have to trigger any type of
default or foreclosure issues. W let themwork it out with
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just the State, and not have to get involved in overreachi ng
our bounds.

Theloanrateis 6.75, whichis based on our current
borrowi ng costs, aswell asthe ability of the project torepay
our | oan over the 15-year term and it does neet all of our
threshold for underwiting criteria, as | nentioned before.
Are there any questions?

M5. VAN HOVEL: M. Chair, | have a question. It
says t he conversion, the borrower wi Il have 18 nont hs fromt he
closing date to convert the |oan fromconstruction to
per manent .

MR. DANENFELZER Right. Cenerally, we allow an
18- nmont h construction periodonour loans. Thisissinplythe
time --

M5. VAN HOVEL: Do we usually do that?

MR. DANENFELZER: W usually dothis. Andthat's
because typically, once we close a loan, there is a

construction, a rehab period.

They' re obviously -- they want -- on a typical
project, they'll have to kind of rotate units in and out of
servi ce, because of the rehab. They'll need to actually nove

tenants out of some units to be ableto fix themup and do al
of the construction work they need to.
Onaproject this small, it probably won't take 18
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nmonths to conplete the rehab but we generally provide that
because we can't al ways be guaranteed t hat once we cl ose our
financingfor theacquisitionfeesthat they'll beimedi ately
able to go into the rehab.

There may be del ays in permts; there may be ot her
financingissues that coneintoplay, |ikewienthetax credit
equity conesin. And, you know, we fully expect, based onthe
devel oper's experience, that they will be able to conplete it
wi th 18 nonths.

M5. VAN HOVEL: Then it will close.

MR. DANENFELZER: And if they conplete early, we
will convert the loan early. Once they've conpleted their
full construction and they've gotten to econom c occupancy
again for the tax credit purposes, we'll convert, and if that
happens to be sooner than 18 nonths, that'l|l be good.

M5. VANHOVEL: It just seens likethat's a while.

MR. DANENFELZER: It certainly does, but we end up
finding that a |l ot of our projects use up that full 18 nonths
j ust because of -- you know, one of the biggest del ays we see
is permtting, quite honestly.

We see a lot of projects that have a | ot of issues
wi th | ocal governnments gettingtheir permtsin place, maki ng
sure that everythi ng works and, inevitably, you know, as many
times as they' ve built in any one community they find that
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hal fway t hrough t hat one i nspector decides that, no, we need
toreroute all of the pipes for this drainage |line on all the
units, and now that's not acceptable, when it was | ast year
or the year before.

Soit's always sonething that's a gane-changer for
al ot of our devel opnents and 18 nonthsis atypical tinme frane
for both new and rehab construction.

MS. VAN HOVEL: Thank you.

MR. DANENFELZER: You're wel cone.

MR JONES: |It's probably not as conplex as it
sounds. Under the financial summary, so 300,000intax credit
generates the equity and you're dealing wwth a 515 on two
levels -- right? --

MR, DANENFELZER:  Yes.

MR, JONES: -- whichis why you have the caveat on
additional requirenents that unless that second one where
sonet hi ng happens?

MR. DANENFELZER: Yes. And, basically, the
caveats that | put in place there for the 515 -- there's one
that the assunption is approved and fully converted of the
exi sting debt on the property but then also that the rental
assi stance contract is approved and extended by USDA

We knowt hat the current devel opnent just recei ved
anot her extension this year for their increase. W see no
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reason why USDA woul dn't, but in past projects we've put this
as acondition on our | oan docunents sothat we' re ensured t hat
the rents that we anti ci pated when we underw ote t he deal are
going to be in place once the conversion --

MR. JONES: So our piece of the puzzle

here -- puttingit all together is essential to finishing off
on the financing that's needed, or -- |ike bridge fund, cash
fl ow?

MR. DANENFELZER: Yes. And to give sone of the
back story, and M. Poor can add onto this if you woul d |i ke,
but this devel opnent originally when it was awarded al so
recei ved HOVE funding fromthe Texas Departnment of Housi ng.
Unfortunately, after further review, the Departnent of
Housing had to rescind that award because Brazoria County
actually fell intoaparticipatingjurisdictionandthe Texas
Depart nent of Housing i s not supposed to use their HOVE funds
fromthe State in local participating jurisdictions.

So they had to kind of backtrack on this deal and
get sonme extensions fromthe Departnment, which the Depart nent
gave them and then scranble to |look for alternative
financing. Qur nane cane up as one of the nore fl exi ble and
easier sources to help work with all the parties already
i nvol ved and wi t h our good wor ki ng rel ati onship with USDA, it
made it very easy for usto conein and pl ace our | oanon parity

ON THE RECORD REPORTING
(512) 450-0342




22

with the USDA note and kind of restructure --

MR. JONES: The HOVE funds woul d have been a grant
as opposed to aloan? O they would have done it at 2 percent
or what?

MR POOR: It would have been a | oan, yes, but
because of the jurisdictional i ssues, yes, they hadtorescind
t he | oan.

MR, JONES: So our participation doesn't nean it
woul d be a higher interest rate that you woul d have gotten if
you had had t he HUD HOME funds | oans. Wuldn't have been at
a lower rate?

MR POOR: | do not recall.

MR. DANENFELZER: Yes. Based on the original
underwriting, the HOVE f unds wer e about 4-1/2 percent. There
was actually afloating rate for HOVE funds with tax credits.
You have to fix it on a federal rate.

But t he way t he restruct ure has occurred under this
iswhilewe are having slightly higher interest rates now, the
subordi nate debt that is being provided andis listed hereis
actually -- it is a cash flownote. So if there is not
sufficient cash flow to pay off that note, it is not a
f orecl oseabl e i ssue.

So we underwoteit withthat debt |listedas ahard
debt, neaning they will pay it off and it still nmet our
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underwiting criteria. However, technically, we coul d have
pushedit bel owtheline andthey woul d have significantly nore
cash fl ow

But the Corporation has generally taken the tact
in the past that subordinate | enders, even when their cash
flow, we need to nake sure that they're going to get cash
because evenif they can't forecl ose, we don't want themreal |y
ki nd of calling and bothering us all the tine, and sayi ng, why
aren't we getting our noney.

Frankly, we've beenin that position before and we
don't like being in that position, so we don't want to put
anyone el se in that position.

MR. JONES: Any other questions or conments?

MR. ROMERO  David, onthe 15-year term does t hat
i nclude the 18 nonths on the construction period?

MR. DANENFELZER: No. That 15-year termtriggers
once the conversion is in place so it essentially makes it
about a 16-1/2-year loan but that's typically how they're
structured so that -- and that's the way --

MR. ROVERO. right. So we potentially earn this
in-- for 16-1/2 years, potentially?

MR. DANENFELZER: Right. Potentially.

MR. JONES: Any other comments, questions? Jo?

M5. VAN HOVEL: How | ong?
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MR. ROVERO.  Si xteen and a hal f, approxi mately --

MR, DANENFELZER:  Yes.

MR. ROVERO -- depending on how | ong the
construction period takes -- if they went all 18 years -- or
18 nont hs.

MR. DANENFELZER:. Right. And that's the sane
with all of the other sources of funding. Once the
construction is conplete, they'Il all convert and then the
general 15-year affordability termfor the tax credits wll
start, our loan period wll start, and then all of the other
debt sources wll --

MR, JONES: (Qbviously, you're confortable with
this, or you wouldn't be presenting it, so --

MR. DANENFELZER: No, we -- the loan conmttee
passed this unaninously with five full votes so -- you know,
everyone seens to be very well on-board with it and it's a
pretty good deal for us financially.

MR. ROVERG | just have one nore question. On
the financial summary, you say that the devel oper is going to
assumne t he exi sting USDA RD 515 nortgage? 1t's been on there
for 30 years now al ready.

MR. DANENFELZER: About 20 years, actually.

MR. ROVERO. Was it not '81, then, because you show
the date as 1981.
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MR. DANENFELZER: | think that was the date that
t he devel oper started in the RD program But for this
particul ar product, it's only been on the market for about 20
years.

MR. JONES: Okay. The Chair will entertain a
nmotion in regards to this item

MR ROVERO | nmeke a notion to approve.

M5. VAN HOVEL: |'Ill second, M. Chair.

MR. JONES: Moved and seconded. |Is there any
public comment in regards to this itenf

(No response.)

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

(A chorus of ayes.)

MR, JONES: Ckay. It's unaninopus; it's approved.

MR. DANENFELZER: Thank you very nuch.

M5. VAN HOVEL: Thank you.

MR. JONES: Okay. Item 4.

And good luck on that project, sir. W wsh you
t he best on that.

MR. POOR: Thank you.

MR, JONES: Tab Item4, presentation, discussion
and possi bl e approval for publication and public coment the
Corporation's nmultifam |y housing private activity bond
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program 501(c)(3) program conpliance policy including the
assessnment of penalties for nonconpliance.

MS. GREEN. | gave you a -- sorry, Mndy G een,
Seni or Asset Oversight Conpliance Specialist. The copy of
the conpliance policy's is in --

MR. JONES: Did you get all that? She said that
real fast, didn't she?

M5. GREEN:. Sorry.

MR. JONES: She said what's -- now, back to ny
busi ness.

M5. GREEN: All right. Here we go. The
conpliance policy that's in your Board book isn't a redline
copy. | apologize. So |l gave you a clean copy so | gave you

a red copy in front of you.

MR JONES: Oh, this is the red one?

MS. GREEN: No.

MR. JONES: \here?

MS. GREEN: Right --

MR. JONES: This one.

M5. GREEN. Yes. There you go. So if you | ook
through it, you'll notice that there aren't many changes.

There are only three additions. The mgjor addition is going
to be Section 8 and that's on page 3.
And it's just -- we're adding a notice of health
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and safety toresidents. Andthisis our way of all ow ng t hem
another outlet, if they feel their unit is not neeting the

health and safety standards that they want so --

M5. VAN HOVEL: |'msorry. Wat page is it?

MR. JONES: In that nunber right after --

MS. GREEN. Page 3. Section 8.

MS. VAN HOVEL: Ckay.

M5. GREEN: You're in the right docunent.

MR ROVERO It's the third page, Jo. In blue.

MR. JONES: Oh, yes. | was |ooking at that.
They' re just not nunbered. | was telling her that they're not

nunber ed.

M5. GREEN. Sorry. GCkay. Oher than that, did
you guys have any questi ons about Section 8 here, the addition
of the health and safety notice for residents?

MR JONES: Correct neif I'"'mwong. Thisis for
exi sting 501(c)(3)s?

MR ROVERO. And bond revi ew.

M5. GREEN. And private activity.

MR. JONES: And --

M5. GREEN. And private activity.

MR. ROMERO  And private activity bond
activities.

MR. JONES: (Ckay.
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MR. ROMERO. And in the future?

(Pause.)

M5. GREEN. The other two additions you'll find
are on the very | ast page, and the second-to-|ast page. And
they're just additions of possible fees for -- oneis for if
t he property has had a Fair Housing violation. And then the
other would be if they have a change in general partnership
W thout notifying us. [It's just to ensure that we are aware
of everything that's happeni ng.

MS. VAN HOVEL: So what page is that, please?

M5. GREEN: It's the very |ast page and the
next-to-1ast page. W'vegiventhistoour |egal counsel, and
they approved it so we're ready to just publish it for --

MR. JONES: This has atypo, though. It just says
1,000 for violations, instead of $1, 000.

M5. GREEN: Well, we'll get that changed.

MR. JONES: That's the better way to say it isto
be shownincurrency. See, that'sthe banker talking. | want
to say dollars and cents but --

MR. ROMERO. Have we had any violations of this

nat ur e?
MS. GREEN: No.
MR. ROVERO  Ckay.
MR. JONES: Okay. Any discussion?
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MS. VAN HOVEL: |If we could get these pages
nunmbered next tine, it would be super great for ne.

M5. GREEN. Absolutely. Yes. | apologize.
"1l make sure.

MR. JONES: (Okay. |Is there a notion? On the
floor? You' re the designated nover today.

MR ROMERC |I'll nove to approve

MR. JONES: And a second, the seconder.

Ckay. Any public coment regarding our Item 4?

(No response.)

MR. JONES: Okay. Hearing none, any further
di scussi on anong the Board?

(No response.)

MR. JONES: Al in favor of approval, signify by
sayi ng aye.

(A chorus of ayes.)

MR. JONES: It's unaninous; it carries. Thank
you.

Ckay. We're down to Item5. Presentation and
di scussion of the fiscal year endi ng August 31, annual
i ndependent financial audit.

MR. LONG M. Chairnman, Don M keskaw t h M keska,
Monahan & Peckham external auditor, had asked to gi ve you an
update on the internal audit, the status of our audit. And
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so |l amgoingtoturnit over to M. M keska and | et himgi ve
you t he update.

MR. JONES: Before you -- okay.

MR. M KESKA: M nanme is Don Mkeska. 1'mthe
resi dent manager of M keska, Monahan & Peckhamand I amthe
audit partner responsi ble for your engagenent.

MR JONES: Okay. | just wantedtosaythat --1is
that any yellow in your tie there?

MR. M KESKA: No, sir.

MR. JONES: There's no yellowin there at all?
Look David. Look close. |Is there any yellowin there? It
|l ooks like a little yell ow

MS. VAN HOVEL: They're trying to match everybody

el se.

MR. M KESKA: ol d.

MR. JONES: CGold. Okay. | was just saying that
everybody here, in case you didn't get the neno -- there was

supposed to be yel |l owor sone yell owin your tie this norning.

MR. M KESKA: It nust have gone to t he wong enui |
addr ess.

MR JONES: |Is that sufficient? Ckay.

MR M KESKA: [It'll work.

MR JONES: All right. Having said that -- that
was i nportant.
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MR MKESKA: Al right. WelIl, it is.
Consi stency. That's what we have to deal with in the
business. Really, | wanted to be placed on the agenda, for
two reasons. One was to give you an update on the status of
t he audit engagenent and second would be to all ow you to ask
any questions you m ght have of ne. Because |l do want to have
todoit under public comment. That was our goal for putting
us on the agenda.

Really, there are four parts to this engagenent.
One is the audit of the Texas Public Funds | nvest nent Act for
conpliance with the investnent policies and the act itself.
We virtually conpleted that engagenent. And there were no
exceptions. There will be a clean report issued under the
Publ i ¢ Funds I nvestnent Act.

The second part of this four-part engagenent
is -- werefer toit as the HUD audit. It's not necessarily
a HUD audit as such but the auditor nmust opine on two things.

Nunmber one is the adequacy of your nortgage bond
i nsurance policy. Andthensecondis the adequacy of your net
wort h because both HUD and G nnie Mae, Fannie Mae require
certain net worth calculations in order to be an authorized
i ssuer.

The third audit is what we call the GAAS audit,
Ceneral |y Accepted Auditing Standard. It's the audit of your
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financi al statenentsin accordance with governnental auditing
st andar ds.

And then the | ast part is the single audit under
OMBCircular A-1(33). That audit has not really begun at this
point intime. That will be an audit of your NSP program
wherein we will select certain properties, and we w ||
ascertain if the Corporation has conplied with the various
audit requirenents that could have a direct and materi al
af fect on your financial statenent.

So everythingis going snoothsailingat this point
intinme. Staff has been pretty nuch i nundated wi th our
requests, plus everythingelsethat they are havingtodowth
their dailyroutines, but everythingis goingsnooth. | don't
have anything toreport at this point intine, other than good
progr ess.

MR JONES: And it should be due, conpleted by
what -- year end or sonething?

MR. M KESKA: Well, the draft is due to the State
Auditor's office, | believe, Novenber 20, and then the final
i s due Decenber 20. So we're well within those tinme franes.
The audit under OVB, a 133, the single audit, is not due for
180 days but we will not procrastinatethat. It will be done
in a tinely fashion.

And | woul d suspect we woul d have sone product at
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t he Decenber Board neeting to present to the Board for
approval .

MR JONES: All you're saying is we have to have
a Decenber neeting.

MR. M KESKA: Yes, sir.

M5. VAN HOVEL: W have to have a |lot of --

MR, JONES: Ckay. You guys got that? How about
on Decenber 25? |s there any notions?

MR. LONG We don't need a notion. This is nore
just a discussion.

MR JONES: We don't want to say we |li ke what he
did so we can ask for public conment?

MR LONG If you would |ike to, you can. You
shoul d.

MR JONES: Okay. Al right. |Is there any
comment, though, fromthe public regardi ng our progress onthe
audi t?

(No response.)

MR. JONES: Ckay. None. Any questions fromthe
Boar d?

(No response.)

MR. JONES: Thank you, sir.

MR. M KESKA: Thank you.

MR JONES: W | ook forward to seeing you next
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nont h.

(Si mul t aneous di scussi on.)

MR. M KESKA: Thank you.

MR, LONG M. Chairman, we do not have any i ssues
that would require us into cl osed session. So absent that,
thefinal itemwoul d betodiscussthe Corporation's next Board
meeting. It would fall on Decenber 8, which is the second
Thur sday.

"1l suggest toyouthat, asaresult of it falling
on the 8th, it's relatively early in the nonth. And | know
accounting woul d appreci ate the opportunity to push it back
alittle bit. But again, it is the second Thursday of the
month so |I'mjust |eaving that out there for your comment.

| don't knowif the ot her nenbers have any t hought s
on that but we can leave it on the 8th now, and | et you know
what we can do |ater or we can push it back at this tine.

MR. JONES: Board?

MR. LONG The third Thursday is the 15th and |
will not beintown. |'ve got neetingsinDallas. Sol would
certainly be nore than happy to have Liz run those neetings
onthe 15th, if you needto have it on the 15th, on a Thursday,
or if you wuld like to do it sonme other day during the week
of the 12th. W can do it at your discretion.

MR. JONES: |Is there any way we can poll and get
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a consensus wthin the next week or two?

MR. LONG W can certainly do that and get back
with the Board in general.

MR, JONES: Yes.

MR. ROVERO. | was wonderi ng, what does Accounti ng
need? Now rmuch tinme did they need?

M5. GREEN. It would be nice if we could do it
t hat --

MR. LONG The week of the 12th?

M5. GREEN.  Yes.

MR. LONG Accordingto Melinda, shewouldliketo
doit sonetine inthe week of the 12th, so give her that rest
of that week, that full weekend, the first full week in
Decenber. So we have would be tryingtodoit the week of the
12th. So we'll get back with you on that. W'Ill nmake --

MR. JONES: So we are t hi nki ng about t hat week, but
a different date.

MR LONG It could be. You could do it on the
15th, which is the Thursday. | just unfortunately have --

MR JONES: | don't know. |If we're getting our
final report and voting on our audit, you probably shoul d be
sitting here. R ght?

MR. LONG |'mopen any day ot her than Thursday.

MR JONES: | don't have to work on that because
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| blewthat | ast Wednesday. | was sitting here, and | told
them | was going to pick up a car tonight and I'l| be there
in the norning. And he said, the neeting's in town.

MR LONG So, what I -- | mght suggest this.
What we could do is we'll just poll the Board nenbers for
avai lability and get back with each of you, and | et you know.
And then we w Il schedule it accordingly.

MS. VAN HOVEL: Sounds good.

MR JONES: (Ckay.

MR. LONG | know M. Dietz has schedul es that he
has to maintain, as we all do so you m ght have travel
arrangenments that you have already nmade for other neetings
out si de the Corporation's business schedule. So we woul d be
nore than happy to accommodate where we can.

MR JONES: W're going to try to do this that

week.

MR LONG Yes, sir. W'Il get with you all
accordingly. [It's the second full week of the nonth.

MR. ROMERO. The 15th is the second full week.

MR. JONES: Between Monday the 14t h and Fri day t he
18t h.

MR. ROMERO. Monday the 12th.

MR. LONG Monday the 12th.

MR, JONES: Oh, I'"'min Novenber.
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MR. ROMERO  That's what happened | ast tine.

MR. JONES: The 12th to the 16th, sonewhere in
there. GCkay. Al right. Any other cormments the Board woul d
i ke to nmake?

(No response.)

MR. JONES: Ckay. Again, | want to thank the
staff for their thorough presentati ons and work that they do.
The neeting that we had this norning with the new Chai r man of
t he Board and the new Executive Director of TDHCA went wel |
and t hey went out of their way torem nd us of howgreat a staff
we have over here at TSAHC.

Soit was sonethingthat they initiated and tal ked
about, and said. And of course, David played it cool. And
| heartily agreed. So we did good cop, bad cop. Hearing no
ot her business, the neeting is adjourned.

(Wher eupon, the neeting was adjourned at 10:52

a.m)
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