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PROCEEDI NGS
MR. JONES: The Decenber neeting of Texas State
Af f or dabl e Housi ng Corporation board of directors is now
called into session. WlliamD etz, Vice Chair?

MR DI ETZ: Here.

MR, JONES: Gerry Evenwel, Menber?

MR EVENVEL: Present.

MR JONES: Al ex Meade, Menber?

(No response.)

MR, JONES: Jerry Romero, Menber?

MR. ROVERO  Here.

MR JONES: And | amhere, |I think. GCkay. W

have a quorum

At this time, is there any public comment?

(No response.)

MR, JONES: Can we say speak now, or forever
hol d your peace? No. At this tinme, by hearing no public
comments, we will turn this over for the Audit Commttee
report to Bill Dietz, who chaired the Audit Comm ttee.

MR. DIETZ: The Audit Commttee net at 9:07
a.m this norning, and | think we approved for
presentation to the board of directors, the 2013 audit,
dated August 31, 2013. And | would like to turn it over
to Ms. Smth to talk in nore detail about that.

M5. SMTH. Yes. The audit for fiscal year
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2013 was approved this norning. Don M keska presented it
to the Audit Commttee. And will also make a
presentation, a short presentation to the Board today. W
al so approved the Audit Committee guidelines during the
meeting this norning.

MR. DIETZ: Do we go into that right now, or is
t hat --

MR, LONG No. Just do your Audit Commttee
report, and anything el se you want.

MR. DI ETZ: Okay. No. OQher than review ng
the Audit Commttee guidelines that we discussed, | guess,
a couple of Board neetings ago, we approved those. And
so we wll be voting on both of those later in the

meet i ng.

MR JONES: Ckay. And so the rest of it is
laid down in the agenda, correct. On Tab 3. At this
time, the President’s Report. David.

MR. LONG Thank you, M. Chairman. As al ways,
you have your programrelated reports in Tab Itens A
through C in your Board book. If you have any questions
on those, | would be nore than happy to try and answer
t hose. The program nmanager can cone up and tal k about
t hose.

Just a quick update on sone things. Texas

Foundati on Fund, we are noving forward with creating an
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online application. |If you recall this year, we had 49
applications; the |largest subm ssion we have ever had to
that program And there is an effort to nove forward to
try to put that as an online application, kind of
streamine it, as well as create some efficiencies in that
process.

Mysel f and M. Meade, who is not with us today,
and M. Ronero had a chance to be in the Valley this past
week. And had a chance to neet with a potential candidate
to serve on the Foundation’ s Advisory Council.

And | think Ms. Bayless is forwarding a packet
to him if we can get himto sign on, we are | ooking
forward to having representation from South Texas if al
goes well there.

NFMC, National Foreclosure Mtigation
Counsel i ng program the Corporation continues to
adm ni ster that programw th TDHCA. W had our nonthly
meeting this past nonth on the 21st of Novenber. Just so
you know, we are finishing up Round 7; we got an
ext ensi on.

Not finishing up; we're in the mddle of Round
7. \We got an extension to procure and use the dollars
t hat were awarded under Round 7. The ampunt under Round 7
was about $325,000 that we'll use to allocate out to

partici pating counseling organizations. And they get
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those funds to conpl ete and provi de counseling sessions
Wi th borrowers in distress as well as to cover sone of
their expenses.

Mel i nda al ready brought up to you that M.
M keska will be here to give you an audit presentation.
It is under Tab Item 2.

Pai ge and Sarah, Pai ge Onohundro and Sarah
Ellinor continue to participate in the Texas Associ ation
of Realtors United Texas training, including eight |ocal
associations attended. Fifty-plus realtors were in
attendance overall. W sponsored and attended the Austin
Nat i onal Association of Hi spanic Real Estate Professionals
honmebuyer event.

Under the Texas Statew de Honmebuyer Education
Program we received 13 registrations so far for our
training for this year, excuse nme, for next year’s
training that will be held in February. So we are pretty
pl eased to have that kind of representation in terns of
demand for the program for the training already.

Guests today: Cbviously, we have Katy
Li vingston with Greenberg Traurig serving as Ceneral
Counsel. W also have with Ms. Livingston, M. Bill
Gehrig who is in fromtheir Washington, D.C. office.

Robin MIler, with First Southwest Conpany, our

financial underwiting, excuse nme, our financial advisor
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firm Steve Bolden with Mahonmes Bol den, one of our
attorney firns that we work with. And as | nentioned
earlier, Don Mkeska will be here.

As | always do, | throw out the dates for a
potential next neeting, which wll be the second or third
Thursday in January. | throw those out as the second or
the third, because the 9th is actually the second
Thur sday.

Pretty early in the nonth. And in the past, we
have ki nd of had the opportunity to ask the Board if they
want to push that back a little bit.

But M. Chairman, that would concl ude ny
report. And | just wanted to give you the opportunity to
tal k about that next Board neeting later on the neeting.

MR. JONES: Any comrents or questions for David
fromany of the menbers?

(No response.)

MR. JONES: Hearing none, thanks, David.

Presentati on, discussion and possi bl e approval of the

m nutes of the Board held on Novenber 14th. | have on
page 4, Tab 2, | amgoing to say this in the formof a
guesti on.

We tal k about our investnent portfolio, insured
by FDIC and fully collateralized to 102 percent and that

portfolio had earned $25,000. Isn't it nore informative,
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wel |, maybe not necessary, to tal k about how nuch we had
invested in it, based on the strict investnent ruling that
we are under, that it was a good thing that we did have
sone gain, as opposed to a loss in a | ow perform ng

mar ket ?

MR LONG M. Chairman, | would be nore than
happy to word that, and add | anguage or dollar amounts in
any way you want.

MR, JONES: Well, | amasking. Isn't it
appropriate for sonebody that would be | ooking at these
m nut es?

MR. LONG Pardon?

MR JONES: | nean | think it is appropriate.

MR. LONG Sure. | nean, obviously, the intent
of the mnutes is to nmake sure that we have as nuch
information in there, but we also consolidate the
transcript into the mnutes. So the transcripts are also

posted on our website.

MR. JONES: | see.
MR LONG So it is -- | amnore than happy
to -- I will say this, as we transcribe --

MR. JONES: More people are going to grab these
and | ook at these, than watch the whol e neeting.
MR LONG Well, and as we transcribe down into

the mnutes, it is sonewhat of --
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MR JONES: Sure.

MR LONG -- an art to try and nmake sure we
take out stuff that we feel isn't necessarily needed, and
summarize it into detail. So if we have |left sonething
out, we are nore than happy to add it back.

MR. JONES: But because it |ooks |ike that
amount of noney that we have invested, only $25,000. But
it directly reflects that we didn't recognize a loss. As
bad as the market has been the |ast few years, | think
that is an appropriate statenent to have incl uded.

MR LONG W are, | amnore than happy to
reword that, if you want to either give ne | anguage.

MR JONES: | don’t have any | anguage.

MR LONG Ckay. Do you want ne to reword it,
or in the future, just make sure we --

MR. JONES: And in the future. | don’t think
it 1s necessary to change it at this tine.

MR, LONG Ckay. | amnore than happy to do
so, and | appreciate your comments on that.

MR, JONES: Gkay. And on page 6, it says |
t hanked the court reporter for her work today. Probably
shoul d have incl uded her nane.

MR. LONG Ckay. W wll add her nane.

MR, JONES: And then, on the |ast paragraph,

when we tal ked about presentations at future Board
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nmeetings, on each of the Corporation’s prograns, you said
that the staff would be avail able before every neeting to
the Board nenber. Drop it. Never mnd

MR. LONG Al right. W still make oursel ves
avai l abl e at any tinme when the Board nenbers show up, if
t hey want to.

The point there, M. Chairman, was to say that
if the staff has a -- | nmean, if a Board nmenber would |ike
to have a presentation, and they want to show up early,
rather than doing it during the Board neeting, we could
nmeet with any one Board nenber and have tinme before or
after, whatever, at the Board's discretion. That is all
was trying to do there.

MR. JONES: Yes. And | understand. W don't
want to prolong the neeting. But | think those three
presentations worked well for you, didn't it?

MR, EVENVEL: Yes.

MR. JONES: But you know for him if comng in
early works. But if it doesn't, you have to cone up with
sone other neetings to bring himup to speed quicker.

MR. LONG W can do that, or we could travel
to meet with the Board nenber, at their discretion. O we
can do it during the neeting. Wi chever the Board would
prefer.

MR. JONES: Ckay. | just don't want to --
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because he seens to be really val uable.

MR. LONG Right.

MR. JONES: But there is so nuch he doesn’'t
know yet .

MR LONG Okay. |’'Il be nore than happy to
make sure he is inforned.

MR JONES: Ckay. |Is there a notion on the
m nutes. The only correction is, just add the reporter’s
name, | guess.

MR. EVENVEL: So noved.

MR. ROMVERO. Second.

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

(No response.)

MR, JONES: Any public comrent on this itenf

(No response.)

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

(Chorus of ayes.)

MR. JONES: Okay. Item 2, presentation
di scussi on and possi bl e approval for the annual
i ndependent financial audit for the fiscal year ended
August 31, 2013.

M5. SMTH. Good nmorning. M nane is Melinda

Smth. And we are required to have an annual audit. It
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is due to the Conptroller of Public Accounts on Decenber
20th. The Corporation is a conponent unit of the State of
Texas. And our audit report wll be presented along with
the rest of the agencies for the State, in the statew de
financial statenments which will be issued in January or
February. Don M keska with M keska, Mnahan and Peckham
is our auditor, and he is here this norning to briefly go
over the audit. W went over it in some detail in the
Audit Commttee neeting this norning. So | will turn it
over to M. M keska.

MR. M KESKA: Thank you. M/ nane is Don
M keska, with the firmof M keska, Mnahan and Peckham
We have conpleted our field work for the audit of the
Texas State Affordabl e Housing Corporation. Just to add
one comment to what Ms. Smth said. The reason why you
are a conponent unit of the State of Texas is because the
Governor appoints all of the Board nenbers. That deens
you, by definition, to be a state agency, even though you
are a separate 501(c)(3) corporation.

But as Ms. Smith said, you are a conponent
unit. W as the auditors will be reporting directly to
the State Auditor’s Ofice because the State Auditor is
responsible for all of the entities and agencies that are
part of the CAFR, the basic financial statenent for the

State. So our work papers will be open to inspection by
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themif they so choose.

In terns of the financial statenents, | would
like to just briefly go over just a few points. The
financial statenent audit is a clean, unnodified opinion,
meani ng there is no reason to qualify the opinion; there
were no findings, no questioned costs.

So the Yell ow Book opinion which is the audit
conducted in accordance wth Governnment Auditing
Standards, there were no findings relating to conpliance
with laws, grievance contracts and other requirenents that
coul d have a bearing on the financial statenents. Meaning
t hat, nonconpliance could have a potential material effect
on your financial statenents. There was no nonconpli ance
not ed.

The other part of the audit is the single
audit, it is an audit conducted in accordance w th OVB-
Al133, the single audit. The programthat was the mgjor
program for the Corporation this year was the Nationa
Forecl osure Mtigation Counseling or NFMC program It
expended the | argest anpunt of dollars. And that is the
programthat was audited in detail

There are 14 attributes which the auditor is
required to test for, if they apply to your program Not
all 14 apply. But there were no findings, and no

guestioned costs as a result of the single audit as well.
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So there are three opinions in this financial
statenent package. One is the independent auditor’s
opinion on the financial statenent, a clean opinion. The
Governnment al Auditing Standards opinion, called the Yell ow
Book opinion, it is a clean opinion. And the OVB-Al133
conpliance opinion, which is also a clean opinion.

| just would like to go over the financial
statenents briefly. And | amgoing to really just dea
with the statenents thenselves, if we can

On page 10, this is the statenent of net
position. That is a newtermthat is in effect for this
year. Brand new. It used to be called net assets. Now
it is called net position. Let’s call it a balance sheet,
because that is really what it is.

The bal ance sheet shows the assets divided
bet ween current assets, those assets that are expected to
be liquidated if you will, or becone cash equival ents
within one year. Current assets of $23 mllion. And
noncurrent assets of $213. So total assets are $236
mllion.

Certainly, the largest itemon the financial
statenents in ternms of assets relates to the assets held
by the bond trustee, the single-famly bond program has

$12 million in cash and cash equivalents and $189 nmillion
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inrestricted investnments. Those investnents represent
the G nnie Mae, Fannie Mae certificates that are the
nor t gage- backed securities that are held by the bond
trustee, Wells Fargo Trust Services. So that is the

| ar gest conponent.

But some of the itens that | think that are
wort hy of noting, the cash and cash equivalents, the top
l[ine of $3 mlIlion, that is your noney. That is free and
clear. The investnents of $3.5 nillion.

And under the noncurrent assets, if you wll
| ook under owned real estate, that nunber has grown quite
substantially since | ast year; alnost $10 mllion. That
represents the properties that were donated by Bank of
Anmerica, roughly $6.6 mllion, | believe, of that.

And then the remainder is the properties that
were acqui red under the Nei ghborhood Stabilization
Program which was funded by HUD, passed through from
TDHCA, Texas Departnent of Housing and Community Affairs.

And that represents the Nei ghborhood Stabilization
Program properties, about 4.1 mllion.

So all told, there are approximately 500
properties that the Corporation has and is responsible
for. But that is why that nunber has grown quite a bit.

The next page, page 11, represents the

l[itabilities. And I will point out the current liabilities
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of 5.8 mllion. So your current position is quite
attractive. You have current assets of $23 nillion,
versus current liabilities of 5.8-. It is a good position
in which to be.

Again, the largest itens in the liability
section are going to be the liabilities related to the
single-famly bond program Current bonds payabl e of
roughly 2.4 mllion and | ong term bonds payable of $191
mllion.

And you will see, the format is a little bit
different fromthan what it was in prior years. W
started out wth assets, then we subtract liabilities, and
we end up with net position. So net position is $31
mllion.

Net position is categorized as it is shown
there; $1.5 mllion is invested in capital assets. That
is this building. That is the furniture in the building,
the conmputers and various capitalized software. That is
the 1.5 mllion. | wll point out that the building was
paid for this year. And so that is why that 1.5 mllion
is free of all debt.

The restricted net position of $16 mllion,
that is the net assets that are held by the bond trustee.

Total investnents, total cash, m nus the bonds payabl e.

That is noney that is held by the bond trustee. And the
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14 mllion is unrestricted. That is the corporation’s

pocket book if you will. That is the unrestricted assets.

On page 12, this is called a segnent of revenue
i n expenses and changes in net position. | amgoing to
refer to is as an incone statenent, even though you are a
nonprofit. You still do want to preserve capital. You
want to show a profit if at all possible. Under operating
revenues, the largest item obviously, is the interest
earned on the nortgage-backed securities of $10 mllion.

The next line, decrease in fair value
investrments, that is $11 mllion. That is the sane anim
that we deal with on a regular basis. That represents the
decline in the fair market value of the G nnie Mae, Fannie
Mae certificates that the bond trustee is hol ding.

That is a requirenent. Governnental Auditing
Standards bulletin 31, GASB-31 requires that the
Corporation record assets at fair market, record these
investnments at fair market value. That is not a |oss that
shoul d be realized in that when those nortgages are paid
off, the certificates are then paid off, you are going to
get par value or face value, not fair market val ue.

The 3.9 mllion under the single-famly incone,
that is largely due to the be announced, TBA program the

to be announced, which are single-famly nortgages that
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you are pooling, as well as the MCC certificates. So that
is where that 3.9 mllion is comng from

Under public support, the federal grants of
$577,000, that is the NFMC program as well as the
Nei ghbor hood Stabilization Program That is the receipts
that you collected during 2013. The $6.6 million
represents the fair market value of the donated
properties, primarily from Bank of Anerica.

And those went into the ACT/ Veterans program
where you are taking these properties and refurbishing
them and then providing themto the veterans or to those
peopl e that qualify under the standards that you all have
established. And then, those properties will be sold.

In fact, there were sone properties that were
sold this year. | think you enjoyed a profit of sonmewhere
torun a half a mllion dollars on properties that were
turned this year. That is over and above the anount that
you paid to your |ocal partners, who also share in that
program and get a certain anmount of the profits as well
as a certain anount of general adm nistrative costs
rei nbursenents

In the expense section again, the |argest
single itemis going to be the interest that is paid on
the single-famly bonds. Salaries and wages conme in right

after that. The anortization nunber that you see there is
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the anortization of the bond issuance cost. Those are
anortized as the bonds are paid off.

The program and | oan admi ni strative costs, that
is the cost of your progranms for the ACT/ Veterans program

Havi ng those 500 properties include the NSP, Nei ghborhood
Stabilization Program properties. So you are not having
to maintain 500 properties, but it is a substanti al
nunmber. | would hate to speculate what it is. But that
is the cost of maintaining and refurbishing those
properties.

The grant expenditures primarily represent
expendi tures under the Texas Forecl osure program the NSP
program the NFMC program and three houses that were
donated in the current year under the Veterans prograns.
That is those costs. And then the Foundati on Fund grants,
that is the $300,000 in cash donations that were passed
out .

Page 13 is the cash flow statenent. You can
see that cash flow was positive in terns of operations.
There is a positive $700,000 cash flow. The second
section deals with the bonds and the notes payable. So
you can see that $74,000 of cash was used there. That was
primarily out of the bond trustee accounts, because bonds
were paid off during the year.

Under the third section there, you can see
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paynents of principal of $738,000. That is primarily
paying off the nortgage on this building. So that is why
t hat went down; why cash went down for that.

But -- and so overall, the net decrease in cash
and cash equivalents was $17 mllion. You still enjoy a
cash and cash equivalents at the end of the year of $15
mllion.

On page 14, this is the indirect nmethod of cash
flow And it just gets nore detail of where the cash flow
cones fromoperations. Note the noncash transactions
bel ow, though; $6.6 million of noncash contributions were
received in the formof real estate, donations, noncash
donati ons of $343,000 was nade under the Veterans program

And there was $13, 600 of debt forgiveness,
again, tied to the Veterans prograns, where if they live
in the honme for ten years they received a 25 percent down
paynment assistance at closing. And that is the
anortization of that cost.

The footnotes are very simlar to the footnotes
that have been in the audit report over prior years. On
the | ast page of the footnotes, second to |last, page 41
and 42, the subsequent events.

The only real subsequent event that bears
mentioning is the sale of the multi famly bond issue up

in Georgetown, which occurred after the end of the year.
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So just putting the reader on notice that hey, there was
another nmulti famly bond issue.

Note 25 just deals with the noncash
contributions primarily from Bank of Anerica and Wells
Fargo, we can’t |leave themout. And Note 26 is just
repeating the fact that Sunset Act is out there. But the
fact that the Comm ssion has breathed life into the
Corporation at |east through Septenber of 2023 as it
currently stands.

On page 44, this is the statenent of
expenditure of federal awards, commonly known as the SEFA

And as we nentioned earlier, it is nmade up of the
Nei ghbor hood Stabilization Program and the Nati onal
Forecl osure Mtigation Counseling prograns.

| believe that NSP has pretty nuch wound down.
There won’t be any nore funds received there. There
probably will be sone nore funds under Round 7, but not
much, right?

M5. SMTH R ght. And we will get sone
ongoi ng mai nt enance costs under NSP

MR. M KESKA: That is true, maintenance costs.

Page 46 is the auditors opinion on Governnental Auditing
Standards. Again, it is a nonnodified, clean report, no
fi ndi ngs.

MR. JONES: Forty what?
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MR. M KESKA: Pardon?

MR. JONES: Page 40 what?

MR. M KESKA: Page 46. Commonly referred to as
the Yell ow Book opinion. It is a clean opinion. There
were no findings, no questioned costs. And then, on pages
47 and 48 is the opinion relating to the single audit act
on whi ch conducted -- yes?

MR JONES: This 46 is the sanme thing you have
here? Right?

MR. M KESKA: No, sir. | wll cover that
|ater, in a second.

MR JONES: Okay. Well, it says sone of the
sane things, because --

MR MKESKA: It will say a lot of things.

What you have there, M. Jones is the managenent letter.
And | amgoing to say, it is a nonmanagenent managenent
letter in that there are no findings, no questioned costs,
and no significant deficiencies, no material weaknesses in
i nternal control

The reason why the auditor supplies that
particular letter is, alot of times, when you give your
audit report to a grantor, you are requesting grant funds,
they say, we want to see your nmanagenent letter. Well,
you don’t have a managenent |letter, because there are no

findings, no questioned costs, no things that need to be
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reported.

So we are giving you a managenent letter in
which we state that there were no materi al weaknesses, no
significant deficiency. It is very simlar to what you
are readi ng on page 46, because page 46, if you wll see,
we are required to review internal control to the extent
that you have internal controls over conpliance with |aws,
regul ati ons, grants, and other agreenents, so --

MR JONES: Yes. And it is like half of the
third paragraph of the non-nmanagenent managenent letter.
That third paragraph under internal control over financial
reporting, is the condensed version of that.

MR. M KESKA: That is right.

MR. JONES: But it is a heck of a disclainer.

MR. M KESKA: That is fine. But in terns of
what the purpose --

MR. JONES: Let’'s talk about that internal
control. Wat you are saying here is that we can only do
it, but we can do it, but we can’t do it all, because we
don’t know. We don’t know, we think we do, but we can --
that is what is see, when | read this.

MR. M KESKA: Well, okay. Unfortunately, this
is boilerplate | anguage that is put out by the Al CPA,
Anmerican Institute of Certified Public Accountants. And

what it is saying is, nunber one, you nust tell your
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client the definition of a significant deficiency.

You nust tell your client the definition of a
materi al weakness. |If there are no material weaknesses,
if there are no material weaknesses or significant
deficiencies, you state that in your audit opinion. In
terms of this opinion, which is the Yell ow Book opinion
the auditor is responsible for review ng internal control
as it applies to conpliance with | aws, regul ations, grants
and ot her agreenents, such that nonconpliance wth those
docunents could have a direct material effect on your
financi al statenents.

G ving you an exanple, you have certain bond
covenants that you nust conply with. If you fail to
conply with those bond covenants, or let’s say, sone other
debt requirenents by a | ender, you could be in default.

If you were in default, they could i mediately
call that obligation right now, demand it. You couldn’t
pay it back right now That woul d have a significant
direct material effect on your financial statenent.

That is why we are | ooking at internal control.

Do you have internal control over conpliance. And we are
saying, yes. W found nothing in our work, we found no
mat eri al weaknesses, no significant deficiencies in the
i nternal control

We are not issuing an opinion on internal
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control, because that is a separate audit engagenent. And
since you are not a public conpany --

MR. JONES: R ght. That is the point | saw

MR. M KESKA: You are not required to have an
audit of internal control. |If you were a publicly held
conpany, yes. And the auditor who does the audit cannot
do the audit of the internal control. It has to be two
different firms. You can’t audit your own work,

t heoretically.

MR JONES: So we don’t -- do we do -- we are
not required, | guess, to do an audit of internal
control s?

MR. M KESKA: No, you are not. Not at this
time. |f the people up in Washington, the Governnenta

Finance Oficers Association, if they had their way, |
t hink they probably would want a | ot of governnent
agencies treated |i ke public conpanies --

MR, JONES: But what you --

MR. M KESKA: Because you have public noney,
you know.

MR, JONES: Right. But what you can tell by
your audit is that it appears there would be solid
internal controls.

MR. M KESKA: W found --

MR. JONES: But you don’t give that opinion.
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MR. MKESKA: | can’'t give you that opinion. |
can honestly say that we | ooked at internal control when
we were designing our audit test.

MR JONES: Right.

MR. M KESKA: W have to do a wal k through of
the system W have to see just how it happens when a
bill cones in here to be paid. Who signs off onit. Who

codes it. How does it get entered in the general |edger.

And we make, we select certain transactions and
review them Specifically, we did a lot of that in terns
of the National Foreclosure Mtigation Counseling program

We probably | ooked at 50 to 60 percent of the dollars
that went through that program tracking it all the way
t hr ough.

You are fortunate, because you have one
internal control systemin theory. You have one
accounting departnent. You don’t have nultiple |ocations.

There aren’t too nany people that are nessing wth the
records. We know who does what.

So we review that to see if there are any
things that we would have to report to you. Cbviously,
when you have an organi zation that is small as your
accounting departnent is, we can’t have conplete

segregation of duties. It is just not practical.
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But for the nost part, the segregation of
duties that are significant are in place. The person who
reconciles the bank statenent is not the sane person who
signs the check. The person who does the paynent of the
bills and stuff like that is not necessarily the sane
person that wites the check, signs the check. Sonebody
el se signs the check

Wth respect to deposits, you have a separate
person maki ng deposits. Mst of your deposits now are
wire transfers anyway. There is not a whole |ot of cash
cones through

MR. JONES: Yes. | just thought it was --
since it says clearly that you don’t do that, | think it
is good for us to know that it apparently has solid
internal controls in place.

MR. M KESKA: And that is inportant, because
that is the responsibility of those charged with
gover nance, you know.

MR. JONES: And | know.

MR. M KESKA: That is right. So you have to
del egate those things. But at the sane tinme, you need to
make sure that sonebody is review ng those interna
controls.

MR. JONES: Thank you.

MR. M KESKA: Very well. And then the |ast
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opi nion on page 47 and 48 will have sone of the sane or
simlar language in it. But this is the single audit
opi nion by the auditor.

And it states what is managenent’s
responsibility. Mnagenent is responsible for conpliance
with regulations, laws, regulations in contracts and grant
agreenents of the federal prograns. Qur responsibility is
to detect material fraud or abuse.

And on the bottom of page 47 is our opinion,
that Texas State Affordabl e Housing Corporation conplied
inall material respects with the conpliance requirenents
referred to above that could have a direct and materi al
effect on each of its major federal progranms. Now, the
maj or; we didn’t find any findings.

|f there were sone that were not considered
significant, we would still put themin your managenent
letter. Well, your managenment |etter doesn’t include
those insignificant findings, because there were no

insignificant findings. So again, it is a clean opinion.

MR. JONES: Any questions fromany of the Board
menbers for M. M keska?

MR. M KESKA: So the other letter you have is
the one that is the non-managenent managenent letter. And

then the third docunent you have is the auditors required
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communi cation with the Finance Commttee, which we went
over.

Wen we net with the Finance Commttee on
August 15th, we laid out a prelimnary plan of how we were
goi ng to approach the audit, what the auditor’s
responsibilities were. Wat nmanagenent’s responsibility
is. And what the responsibility of the finance commttee
iS.

This is just a followup letter indicating that
there were no findings, no questioned costs, no
difficulties dealing with managenent. And we al so poi nted
out that there are sone significant estimates that are
used in preparing financial statenents.

Yes, one and one is two, but how do you val ue a
donated property? BPGs, Brokers Price Opinions. How do
you determne if your receivables are collectible?

We base that on historical facts. How have
t hey have been paying off so far? Yes. Build in a factor
for uncollectibleness. So that is, again, in that letter,
these are the itens that represent guesses, estimtes and
how they are arrived.

But | do want to take the opportunity to thank
David, Liz, Melinda, and N ck, Betsy. Everybody. | think
everybody will tell you, | sat in everybody's office here,

j ust about, while we were doing the audit.
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And it is an interruption. It really is. It
is hard to get your regular work done, and then have the
auditor sticking their head in your office.

MR. JONES: A couple of people in the audience
sm | ed.

MR. M KESKA: They are going to be glad to see
me | eave. But no, they all deserve a pat on the back.
This is another year again, in which there were no audit
adj ustnments and no findings, no questioned costs. So they
are to be congratulated. So, | thank you.

MR JONES: At this time, the Chair wll
entertain a notion regarding the approval of the Annual
| ndependent Financial Audit for the fiscal year ending
August 31, 2013.

MR, ROVERO  Move to approve.

MR. EVENVEEL: Second.

MR JONES: It has been noved and seconded.
Any further discussion?

(No response.)

MR. JONES: |s there any public coment
regarding this iten?

(No response.)

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

(Chorus of ayes.)
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MR, JONES: It passes unani nously. Thank you.
Ckay. W are down to three. Presentation, discussion
and possi bl e approval of the Audit Conm ttee guidelines.

That woul d be you, M. Dietz, or would that be
you, David and Melinda? | amconfident that he knows
everything about it, though. Right it?

MR DIETZ: W reviewed it in the Audit
Comm ttee this norning.

M5. SMTH. The last Audit Conmttee neeting,
when we reviewed the budget, the Audit Conm ttee brought
up an inportant issue that there were -- it was not stated
specifically in the Audit Comnmttee guidelines that that
was one of the responsibilities of the Audit Commttee.

So we have nodified the Audit Conmttee
guidelines to clarify that the Audit Commttee is
responsi bl e for review ng and approvi ng the annual
operating budget and submtting it to the full Board for
approval. And we al so, and that change takes place on
page 2, primarily.

And then on page 3, we clarify the Audit
Comm ttee's responsibility to review and approve the
annual audit and submt that to the Board for approval as
well. And those are the only two changes that we nmade to
t he gui del i nes.

MR. JONES: And changes in three places.
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M5. SMTH. Yes. On page 1, | included
budgeti ng process under purposes.

And then on page 2, under responsibilities and
duties, that is where we have included the | anguage that
specifically discusses the Board s review and approval or
the Audit Conmttee’s review and approval of the operating
budget. And on page 3, that is where we clarify that they
are to review and approve the audit report and submt that
to the Board.

MR. JONES: Okay. And considering results of
the audits, the last couple of years, then no conplaints.

What is your pleasure for the Board? M. Detz, would
you nove that we approve this?

MR, DIETZ: | nove that we approve the changed
Audit Comm ttee guidelines as presented.

MR. JONES: Second.

MR. EVENVEEL: Second.

MR. JONES: Okay. Moved and second. Any
public coment ?

(No response.)

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

(Chorus of ayes.)

MR. JONES: It carries again, unaninously.

Thank you.
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M5. SMTH. Thank you. And | would also Iike
to take the opportunity to thank Betsy and Nick for such a
wonderful job on the audit. And Cynthia as well.

MR, JONES: Ckay. Presentation, discussion and
possi bl e approval of a resolution consenting to the
liquidation of the properties and assets security of the
Texas State Affordable Housing Corporation nmultifamly
housi ng revenue bonds, HDSA Texas affordabl e housi ng pool
project, Senior Series 2011-A and taxable Series 2011-A-T
and Subordinate Series 2011-B, and Juni or Subordinate
Series 2011-C and authorizing the execution of a
settl enent agreenent, anendnents to the trust indenture
and regul atory agreenent and ot her docunents and
i nstruments necessary or convenient to carry out the sane.

That way we can just vote on the notion as it
is. Sonebody has got to say it one tinme. That is the
Chairman’s responsibility to say it one tine. M.
Danenf el zer .

MR. DANENFELZER: Good norning. Thank you for
reading through that. | knowthat is a lot to say in one
I ong, long sentence. You know, this actually conmes as one
of those disappointing things | have to bring to you,
because it is a property or a portfolio of properties that
the Corporation refinanced back in 2011

The original portfolio was financed by the
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Corporation in 2002 as a 501(c)(3) bond portfolio. And we
had hi gh hopes that the refinancing in 2011 would help
preserve the affordability long termon these units.

Unfortunately, for the reasons explained in the
witeup that you all have there, including difficulty with
hi gh costs of rehab, unforeseen rehab needs, getting the
property back online froma marketing standpoint, as well
as probably the nost significant issue, which is the
requi renent or need to advance tax paynents in order to
fight the tax exenption that was denied by all but one of
the five counties that the properties exist in. So that
being said, |I nmean, again, we are very di sappoi nted, but
we do see, and we know that the owner of the property has
been working with the trustee for several nonths; alnost a
full year now.

On wor ki ng through these issues, particularly
with the tax issues, and has made a nunber of m nor
i nprovenents to the properties to keep them runni ng and
operating in a safe and habitable nmanner. But the |ong
termfeasibility of the properties has really cone into
guesti on.

And at this tinme, and after consulting with
bond hol ders and others, it really does appear to be the
best solution for the portfolio to Iiquidate. W have

been wor ki ng through and tal ki ng about business terns with
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t he bond hol der, the trustee and the owner at this tine.

But until we get authority and this resol ution
signed, we really don’'t have any hard and fast business
terms negotiated or agreed to yet. So we are looking to
get that authority fromyou today, so that we can nove
forward

| do have Steve Bol den with Mahones Bol den
t oday, behind me. And he is our issuer counsel and has
been representing us in the talks with the trustee and
borrower. And he can answer any technical questions about
t he defeasance of bonds or redenptions that you need to
know.

MR, JONES: Ckay. | have sonme questions. The
two primary causes for the project failure, a higher than
antici pated rehab cause, and denial of property tax
exenpti on.

| read down here sonewhere that the property
tax exenption shoul d have passed through to these new
guys. But you also say that they were deni ed exenption on
techni cal grounds. On what basis is that?

MR. DANENFELZER: Yes. The technical grounds
that nost of the -- in effect, all of the taxing entities
or the county tax assessors have denied the exenption on
is that the Tax Code, which grants the exenption provides

that in the case of a property that previously had the
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exenption which these did, and out of foreclosure is sold
to or purchased by a qualifying tax-exenpt entity, then
the exenption remains in place.

MR. JONES: Like a CHDO

MR. DANENFELZER: Li ke a CHDO

MR, JONES: And they were a CHDO

MR. DANENFELZER: And they were a CHDO, and
t hey had | egal opinions regarding the tax exenption and
their right to the exenption. However, the techni cal
aspect, that court cases fromthe counties. And the
reason they have denied is that Texas forecl osure |aw
requires that a forecl osed property, once it is foreclosed
is transferred into a holding entity at forecl osure, and
then sold fromthat entity on to the buying entity.

Because the foreclosure | aw doesn't take into
consi deration, or because the tax exenption statute
doesn’t take into consideration that step in our
foreclosure laws, the taxing entities have argued that
because there was an interimholding entity, and that
hol ding entity was not qualified to receive the exenption,
t he exenption then was washed away, and the entity buying
it fromthe hol ding conpany is no | onger exenpt.

MR, JONES: So they are saying, for that period
of tinme, then, taxes are due? Even though the CHDO didn’t

get new exenptions --
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MR. DANENFELZER: No. They won’t get a new
exenption. The only way to -- the exenption that was in
pl ace before foreclosure is no longer in the statute. But
there was a process to preserve that exenption if it was
bought by a qualifying entity.

MR. JONES: So they nmade that m stake, in not
realizing that?

MR. DANENFELZER: It is not that they nmade the
m stake. In fact, in Dallas County, we understand that
the Court there has actually ruled in favor of the
properties, and gave them summary judgnment and sai d that
regardl ess of what the tax |l aw and the forecl osure | aw
state, the intent was always that the property was being
forecl osed upon by a CHDO and sold to a CHDO.

The technical aspects of that transfer are
irrelevant to the tax code that preserves the exenption.
But we are still waiting on all of the other --

MR. JONES: And they want the noney.

MR. DANENFELZER: The ot her county courts and
district courts need to rule. And we just don’t have any
i dea of how they are going to rule yet.

MR JONES: So, if | amunderstanding this
correctly, because of that, and they have nmade them put
all of that 3 mllion sonmething into sonme hol di ng account,

they don’t have enough noney to maintain the properties.
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So the properties invariably are going to go down.

MR. DANENFELZER: Ri ght.

MR. JONES: \Which nakes --

MR. DANENFELZER: It is just like if you --
just like at your hone, if you had a lot of repairs that
you wanted to get done, but all of a sudden, you have got
to throw a bunch of noney into another account and let it
sit there, but you can't touch. Well, that is all your
cash flow goes into that, because you are trying to defend
t hat noney and nmake sure you get it back.

MR. JONES: So counsel recomrendation is that
we get out?

MR. DANENFELZER: Yes. It is --

MR JONES: Do we get out at a loss? Do we
| ose anyt hi ng?

MR. DANENFELZER: No. The Corporation has no
real liabilities at this tine. Mybe the only significant
is the potential ongoing inconme to our asset oversight and
conpliance review, as well as our bond fees that we would
collect over tinme. W would | ose those future revenue
st reans.

But at this time, those are things that we are
trying to roll into the negotiations with the |iquidation.

So if there is additional funds beyond the paynent of

bonds, that the Corporation nmay have an opportunity to

ON THE RECORD REPORTI NG
(512) 450- 0342




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

25

40

col l ect on sonme of those --

MR, JONES: But also with TSAHC pul li ng out of
the deal, it makes it even nore difficult for themto get
secured financing to nove forward, do you think?

MR. DANENFELZER: No. The plan is that these
w Il each be sold separately. That there is no prom se
that they will becone affordable or maintain
affordability.

At this point, we are just looking to |liquidate
and sell to the highest bidder. Because we just don’t --
we don’t see how the properties will get to recovery any
time soon.

MR. EVENVEL: So basically, essentially, what
you are suggesting we do is sell the property on the open
market. We will lose affordability status. Sell to fair
mar ket val ue.

The proceeds of that liquidation will pay off
the bonds. And if -- we do anticipate the proceeds w |
fully pay off the bonds?

MR. DANENFELZER: Yes. W have, | nean, based
on the eval uati ons we have now, the bond holders -- and
t hey have | ooked at those as well -- agree that
liquidation is the best opportunity for themto capture.

Ri ght now, we know that we can very |ikely pay

100 percent of the A bonds and 100 percent of the B bond
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hol ders off. After that, then it goes through the process
of what fees are owed to the trustee, to us.

You know, we have gotten comm tnments fromthe
trustee that our issuer consult fee as well as any other
fees and expenses we have incurred for this process wll
get paid out of the proceeds fromsale. What ends up, at
the end of the day, we don’t know exactly the difference
bet ween what the value is and what the total cost wll be
yet, though.

MR. DIETZ: Do all our bonds have a provision
for allowing for special event redenptions |ike this?

MR. DANENFELZER: Yes. There are -- yes. 1In
t he thousand or nore pages of the bond indenture, and | oan
agreenents, there is a lot of terns and requirenents.
Steve is the guy who kind of helps interpret all of that
for me, and hel ps ne under st and.

MR. JONES: | guess what | wanted to know, on
what basis. Because you relied heavily on Counsel. So
your overall recommendati on was based on what ?

MR. BOLDEN: Exactly what M. Danenfel zer said.

And additionally, the trustee has recommended |i quidating
for all of the reasons stated.

MR JONES: Ckay. So the trustee was the one
that recomended it. And then you, as our counsel | ooked

at it, and agreed with that recomendation. It is not
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that we initiated the recomendation, the trustee did.

MR. BOLDEN:. That is correct.

MR JONES: Okay. Al right.

MR. DANENFELZER: The borrower, the trustee and
t he bond holders all |ooked at a |ot of events. And they
cane to the conclusion |iquidation was a good idea. They
proposed that liquidation to us. And we agreed.

MR. JONES: Ckay. And then, our counsel
reviewed it to make sure that it was in our interest to
agree to it?

MR. DANENFELZER: Yes. There is a |lot of
docunents that he is still reviewng to make sure that
everything is covered and we are safe.

MR. BOLDEN: Correct.

MR. DANENFELZER: Fromthe issuer's standpoint,
we wll be safe. W will also be bringing in Bob
Dransfield, our bond attorney, because there are sone
opinions we will need fromour original bond counsel. CQCur
ongoi ng bond counsel Bob Dransfield at Norton, Rose,

Ful bright as well.

MR. JONES: Any other comments or questions?

MR. DI ETZ: What happens if we have excess?
Does it get redeened at par? | amassumng, is that kind
of what happens?

MR. DANENFELZER: Yes. The bonds wll be --
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well, par -- | believe there is a premumfor early
redenpti on.

MR. DI ETZ: Ckay.

MR. DANENFELZER: | think it m ght be 103
percent right now, is the early redenption prem umon the
bonds. But | can’'t -- we are working on too many of
t hese, unfortunately.

MR, JONES: And the front for redenptions cones
from where?

MR. DANENFELZER: Fromthe sale of the
properties.

MR JONES: Ckay.

MR. DANENFELZER: So, once they are sold, just
l[ike in a normal foreclosure, the lender in this case, the
bond holders will get their noney first. And it wll go
through the waterfall of their priorities.

MR. JONES: You sound pretty confident that
they will be sold.

MR. DANENFELZER: Well, if we agree to nove
forward, then they will begin marketing inmediately.

Their plan is actually to begin marketing before the end
of the year, if we can sign off on agreenents next week.

MR ROVERO David, your $5 million that you
tal k about here in the summary, was there an audit of

t hose expenditures to ensure that they were used
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appropriatel y?

MR. DANENFELZER: We did | ook at the
expenditure reports fromboth the trustee and the
borrower. W have accounts of all of the individual or at
| east the line item expenses and budgets and how t hey were
expended at each property. The one thing that we keep
talking with Mndy Taylor, who is our manager of asset
oversight, our multi famly oversight, we would al ways
love to see a lot nore detail. But | nean, there was 40
to 50 pages of detail already. And any nore detail I|ike
i nvoi ces, receipts and things would take us a long tinme to
go through. W are tal king though, about ways that we can
better account for those expenditures to make sure that
they are done appropriately.

MR JONES: Ckay. |Is there a notion to approve
concerning to the liquidation of the properties, et
cet era.

MR. ROVERO | nove to approve the resol ution
as presented.

MR. DI ETZ: Second.

MR JONES: It is noved and seconded. Is there
any public comment on this itenf

(No response.)

MR. JONES: Any further discussion of the

Boar d?

ON THE RECORD REPORTI NG
(512) 450- 0342




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

25

45

(No response.)

MR JONES: Al in favor, say aye.

(Chorus of ayes.)

MR JONES: It is approved. Item}5,
presentation, discussion and possi bl e approval of the
gui del ines, scoring criteria and targeted housi ng needs
for the allocation of qualified residential rental project
t ax- exenpt bond funds under the nmultifam |y housing
private activity bond program Request for Proposals and
the 501(c)(3) bond program policies for cal endar year

2014. That is still you?

MR. DANENFELZER: That is still ne.

MR JONES: Co for it.

MR. DANENFELZER: All right.

MR. JONES: That was professional |anguage; go
for it.

MR. DANENFELZER: Davi d Danenfel zer, Manager of
Devel opnent Finance. This is, well we | ooked at -- every

year the Board approves our policies and our RFP for the

501(c)(3) and tax-exenpt bond program It is a

requi renent under the statute that you review the scoring,

the application, the scoring and targeted needs of those

prograns, which we did back in Cctober, |ook at the draft.
We have gone -- we have the draft posted for

public conmmrent for well over 30 days, which is customary.
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And we didn’t receive any public comment, but we did
receive a little bit of comment from our professional
service providers, our bond issuer, bond counsel, issuer
counsel and FA, or financial advisor. And based on those
coments, we did nake a few changes. Sone of them were
just technical changes, to nake sure that the policies
agreed with the agreenents we put in place with bond
counsel and FA. But one was to add sone nore specific
| anguage about what we woul d accept under the letters of
support section, because there was a statutory change in
requi renment for tax credit properties, and we allowed that
change to be incorporated into our rules.

And then we did make another small change on
our issuer closing fee. W did increase that in order to
make sure we recover all the costs of staff time and ot her
overhead that go into the closing process.

So other than that, there was no materi al
changes between the original draft, and the one that has
been presented today. Your Board book does include the
draft, which is underlined with all of the changes, as
well as the final docunent, which we are proposing to
accept today.

MR JONES: | don't think intent is the right
word, but is there any anticipation that in 2014, you w ||

actually do any 501(c)(3) bonds?
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MR. DANENFELZER: 501(c)(3) bonds, new issue is
unl i kel y.

MR. JONES: Okay. That is sufficient.
under st and.

MR, DANENFELZER:  Yes.

MR. JONES: But you have this in place,
regar dl ess.

MR. DANENFELZER: We do have to have a rule and
policy in place, and the statute requires that we update
it annually.

MR JONES: Ckay.

MR. DANENFELZER. So we are doi ng our duty to
meet statute.

MR JONES: | amjust junping to the chase.

Any ot her questions?

(No response.)

MR JONES: Ckay. |Is there a notion on Item5?

MR. EVENVEL: So noved.

MR. JONES: It has been noved.

MR. ROMERO. Seconded.

MR JONES: It has been noved and second. Any
public comment ?

(No response.)

MR. JONES: Any further discussion?

(No response.)
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MR. JONES: Vote to approve as presented, say
aye.

(Chorus of ayes.)

MR JONES: It passes unani nously. Thank you.

MR. DANENFELZER: Thank you very nuch.

(No response.)

MR JONES: We will go into six, then we wl|
go into closed session. Presentation, discussion and
possi bl e approval for publication and public coment on
the draft of the Texas State Affordabl e Housing
Cor poration 2014 Annual Action Pl an.

| use your action plan when people ask ne about
the program | just break this out and say this is what
we do.

MR. LEAL: Good norning, M. Chairman, nenbers
of the Board, Charlie Leal, Governnent Rel ations
specialist here at TSAHC. On the agenda today at Tab 6 is
the draft of the TSAHC 2014 Annual Action Plan which we by
statute are required to produce.

The plan offers the Governor, the Legislature,
housi ng st akehol ders and the general public a
conprehensive | ook at the actions of the Corporation for
the previous year, in addition to laying out the projected
activities of the Corporation for the year ahead. | would

like to recognize and thank all program nmanagers and
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staff, as well as executive staff for their input and
assistance in putting this plan together.

As specified in the statute, the Corporation’s
plan is submtted to the Texas Departnent of Housing and
Community Affairs to be included in the annual state | ow
i ncone housing plan referred to as the SLIHP. The SLIHP
is conprised of the Corporation’s plan and TDHCA's plan to
address the issue of housing statewde. The SLIHP is al so
submtted to the Governor, Lieutenant Governor and the
Speaker of the House.

Today, we are requesting the Board to approve
the publication and public conmment period for the
Corporation’s draft, 2014 Annual Action Plan. W have
recommended that the public comment period begin on
Decenber 27, 2013 and end on January 27, 2014.

During the public coment period, the
Corporation, along with TDHCA plans to hold a public
heari ng scheduled for 10:30 a.m on January 16, 2014, here
in Austin, providing an opportunity for anyone to express
their comments on the plan in person. Throughout the
entire public comment period, anyone may submt their
comments by email, phone or mail throughout this public
comrent peri od.

Any menber of the Board nmay al so submt changes

to the plan. W anticipate bringing the final plan, and
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i ncl udi ng any changes based on public comments received
back to the Board in February of next year for your fina
approval. And that concludes ny coments. |If there is
any questions, | would be happy to answer.

MR JONES: So this is just to approve that it
go out as a draft. You wll bring it back in 30 days.

MR. LEAL: Yes, sir.

MR. JONES: Probably January’s neeting with any
comment .

MR. LEAL: February.

MR. JONES: February.

MR. LEAL: W are starting the public comrent
peri od Decenber 27th.

MR. JONES: Okay. Al right. February. GCkay.

Board. Any notion just to go ahead and pass it. |Is

there any nore questions?

MR ROVERO Move to approve.
JONES: Ckay.

EVENVWEL: Second.

2 3 3

JONES: Mved and seconded. Any public
comment ?

(No response.)

MR. JONES: Hearing none, all in favor of
nmovi ng to approve, say aye.

(Chorus of ayes.)
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MR, JONES: Ckay. It passes. See you in
February. At this tinme, it is 11:35. And the Board is
going into cl osed session regardi ng Texas Governnent Code
Section 551-071 and Texas CGovernnent Code 551-074.

(Wher eupon, the Board recessed into Executive
Session at 11:35 a.m)

MR JONES: Ckay.

VMR. DANENFELZER: Do we want to wait for M.

D et z.

MR. JONES: Yes. That is right. He said he
woul d be right back. GCkay. It is 12:18. And the Texas
State Affordabl e Housing Corporation board of directors is
now back in open session. And for the record, no
deci sions were nmade during closed session at all. Now we
are down to any final comments on anything. A date for
next neeting, tentative, et cetera. David.

MR. LONG Yes. There is no other business
that | amaware of that we need to address with the Board,
unl ess the Board has any foll owup questions. The only
ot her thing would be, as you nentioned, M. Chairman, the
fact that January 9 is the second Thursday.

It is rather early in the nonth, so we al ways
offer the Board the opportunity to nove to the 16th if
that is nore appropriate for you all. | just |eave that

open. If you want, we can send it. M. Meade is not
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here.

We can certainly send out an email and ask you
all opinion of that. O you can tell ne what date you
want to go with right now, and we will let M. Meade know.

MR. JONES: Anybody al ready know whet her the
9th or the 16th, or should he just do what we nornmally do.

You guys go back and | ook at your cal endar and respond?
Ckay.

MR. ROMERO | am progranmmed for the year for
t he second.

MR. LONG But you had the 9th, though, right?

MR. ROVERO Yes. The second Thursday. So |
mean, if we need to, we can change that.

MR. LONG Okay. But the 16th, you are okay?

MR. JONES: Well, yes. Let’s report back which
of the two days are available, for both, say that too.

MR LONG And we will reach out to the -- we
wll reach out to all of the nenbers, including M. Meade,
since he is not here. And when we get a summary, | wll
| et the Board nenbers know which day we ended up with.

And hopefully, you all can nmake it. GCkay. Wth that, |
have no other coments, M. Chairman.

MR. JONES: Ckay. | don’t have this card.

Your card. | have to nake a special thank you to Joe

Schaeffer for recording our mnutes for the day, because
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he was in and out, on and off, using two drives. And he
didit all with a very personable, loving, charitable tinme
of year attitude. Thank you very nuch.

And to TSAHC and its staff, and to our Counsel
and all, thank you very nuch for what you do. You are
very good at doing it. Any other comments fromany of the
Board menbers?

(No response.)

MR. JONES: The neeting is adjourned.

(Wher eupon, at 12:20 p.m, the neeting was

adj our ned.)
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