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Economic and Financial Market Conditions. 
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Approval of a Resolution Authorizing and  
  Approving Lakeview Loan Servicing, LLC, 
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  and Execution of Documents. 
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 P R O C E E D I N G S 1 

MR. JONES:  It's 10:30 on the dot, and the 2 

March meeting of the Texas State Affordable Housing 3 

Corporation Board of Directors is called to order. 4 

William Dietz, Vice Chair? 5 

MR. DIETZ:  Here. 6 

MR. JONES:  Gerry Evenwel, Member? 7 

MR. EVENWEL:  Present. 8 

MR. JONES:  Alex Meade, Member? 9 

(No response.) 10 

MR. JONES:  Jerry Romero, Member? 11 

MR. ROMERO:  Here. 12 

MR. JONES:  And I am here.  Gentlemen, we have 13 

a quorum. 14 

Is there any public comment at this time? 15 

(No response.) 16 

MR. JONES:  Why can't we say speak now or 17 

forever hold you peace? 18 

MR. LONG:  I think that's at a wedding. 19 

MR. JONES:  At this time we'll have David Long 20 

with our president's report. 21 

MR. LONG:  Good morning, Mr. Chairman and 22 

members. 23 

The program and financial reports, as always, 24 

are listed under the individual tab items, this month Tab 25 
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Items A through D in the board book.  There are no 1 

exception items that I have to report to you under the 2 

financial reports.  I would also note that Ms. Patterson 3 

will be speaking under Tab Item 2 with an economic update 4 

related to the financial information.  Additionally, under 5 

Tab C, as per the Board's request, we are presenting the 6 

Board with the Development and Fundraising Report which is 7 

a new report item that we'll include going forward 8 

quarterly for you guys so that you have an opportunity to 9 

look at what's going on in the fundraising activity for 10 

the Corporation. 11 

Under the Single Family Rental program, on 12 

March 2, earlier this month, we closed on the acquisition 13 

of a property in Kyle, a single family home in Kyle.  It's 14 

a 1,600 square foot, three bedroom, two bath home.  The 15 

property required a little bit of make-ready on it, and 16 

that home will currently be up for rent this month, and 17 

with that, we will have completed all of the purchases and 18 

acquisitions under the program that the Board has 19 

authorized funding for, so to date, with that purchase, we 20 

have 20 units, 17 single family homes, one duplex and one 21 

condominium, all of which will be, once the home in Kyle 22 

is leased, will be leased. 23 

The Loan Committee met on the 8th of this month 24 

to review the existing portfolio of loans under the 25 
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Housing Impact Fund.  I'd like to thank Mr. Romero for his 1 

participation as he represents the Board on the committee. 2 

And Mr. Romero, do you have any comments on 3 

that at all as to the meeting itself? 4 

MR. ROMERO:  No.  It went well. 5 

MR. LONG:  Fundraising activity, as I mentioned 6 

previously , the new fundraising report is under Tab Item 7 

3 in the board book.  We'll provide an update on this 8 

report quarterly to the Board, and if we receive any new 9 

awards in between that, we'll just bring those directly to 10 

the Board under the president's report. 11 

MR. ROMERO:  I have a question.  The summary, 12 

total pending versus total under discussion, what is the 13 

difference? 14 

MR. LONG:  What page? 15 

MR. ROMERO:  The last page of the settlement. 16 

MR. LONG:  So the difference being the just 17 

under $120,000? 18 

MS. TAYLOR:  Janie Taylor, senior director of 19 

Communications, Development and government Relations. 20 

So if you go through the report, under status 21 

some of them will say discussion.  What that means is that 22 

we haven't submitted an application yet but we've started 23 

discussing, conversations or engaging, maybe sometimes 24 

we're still -- I don't want to say negotiating but in a 25 



 

 

 

 ON THE RECORD REPORTING 

 (512) 450-0342 

7 

way negotiating what would be a match to ask for, but I 1 

want you all to be aware that aside from those that are 2 

pending or any funding we have received, we do have 3 

ongoing conversations with some potential funders, and 4 

sometimes those conversations take months before we get to 5 

the point of actually being able to submit an application 6 

or a formal request for funding. 7 

MR. ROMERO:  So that would be correct that 8 

under everything you are doing, discussion and pending, $3 9 

million, more or less? 10 

MS. TAYLOR:  Yes. 11 

MR. JONES:  And with plans to increase it as 12 

you continue discussions with the ones you're already 13 

dealing with? 14 

MS. TAYLOR:  I'm sorry.  Say that again. 15 

MR. JONES:  I mean, you're continuing to build 16 

on that as you work with this. 17 

MS. TAYLOR:  Absolutely. 18 

MR. LONG:  This is a snapshot. 19 

MS. TAYLOR:  This is just for this fiscal year 20 

up to this quarter, but it's for this current fiscal year. 21 

 So the numbers might look different every year, just 22 

depending on some of the awards that we might get this 23 

year might be for three to five years, and so we may not 24 

be going back to that same bank or foundation next year. 25 
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MR. JONES:  I was just dealing with that this 1 

is an annual number, but it could change because other 2 

entities or other opportunities could be presenting itself 3 

throughout the course of the year. 4 

MS. TAYLOR:  That's correct. 5 

MR. JONES:  Which means that before we get 6 

another annual report, we might engage in more discussions 7 

or more awards, et cetera. 8 

MS. TAYLOR:  Right. 9 

MR. EVENWEL:  You answered one of my questions. 10 

Is 2017 a fiscal or calendar year? 11 

MS. TAYLOR:  It is a fiscal year. 12 

MR. EVENWEL:  There are multiple years in the 13 

report itself. 14 

And this is a stupid thing but on the front it 15 

says Development and Finance Report and this thing is 16 

called Fundraising Report.  Is there a development? 17 

MS. TAYLOR:  So the word "development" has many 18 

different meanings.  It used to be that in the fundraising 19 

world they called it fundraising and then some years ago 20 

they started moving to using the word "development" 21 

instead of fundraising.  And so I think in the agenda, as 22 

you stated, we're using both names, but the actual report 23 

I put Fundraising on it. 24 

MR. EVENWEL:  So I was looking for two reports. 25 
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MS. TAYLOR:  And I'll make sure that matches 1 

next time. 2 

MR. LONG:  Any other questions? 3 

MR. EVENWEL:  No.  Good job. 4 

MR. LONG:  That's all Janie and Katie and 5 

everybody else in her group. 6 

Homeownership program activities.  Since the 7 

last Board meeting, as I mentioned at the last Board 8 

meeting, we were in the middle of doing a Texas Statewide 9 

Homeownership Education Program training.  That concluded. 10 

That was held in February.  As a result of that, 34 11 

participants attended, they represented 31 organizations 12 

in 17 cities across Texas, and that's the first one for 13 

this fiscal year. 14 

Sarah and Joniel have also conducted three 15 

Overcoming the Down Payment Hurdle classes, and that 16 

consisted of 142 Realtors that participated in those 17 

courses. 18 

Joniel presented to the Central Texas 19 

Association of Mortgage Professionals in Austin recently, 20 

and Sarah has been invited to chair the Affordable Housing 21 

Forum hosted by the FDIC and the Austin Alliance for 22 

Economic Inclusion. 23 

Recent activities, as you're aware, we're in 24 

the middle of a legislative session, and so Michael Wilt 25 
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and myself continue to head over to the Capitol on a 1 

regular basis.  He organizational meeting for the House 2 

Committee on Urban Affairs was held in February, and TSAHC 3 

was invited to give testimony on our programs and I made 4 

that presentation, with Michael in attendance.  We also 5 

continue to meet with the different legislative offices, 6 

staff and/or members who are available that sit on the  7 

relative committees for IGR, the Senate Intergovernmental 8 

Relations, as well as House Urban Affairs Committee. 9 

Michael and I attended the National Conference 10 

on Ending Family and Youth Homelessness which was held in 11 

Houston in late February.  We were able to go there and 12 

meet with members of the U.S. Interagency Council on 13 

Homelessness, the Texas Interagency Council on 14 

Homelessness, and a lot of the other professionals that 15 

are in the industry that are working on mitigating 16 

homelessness in the State of Texas. 17 

Michael and I also were invited to participate 18 

in the Region 6 USICH webinar that they held last month. T 19 

that webinar included participants from HUD, USICH and the 20 

five states within the region which include Texas, 21 

Oklahoma, New Mexico, Arkansas and Louisiana.  And I was 22 

asked to provide an overview of the Texas Interagency 23 

Council on Homelessness during that webinar, and I 24 

appreciated that opportunity. 25 
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I always like to mention our professionals that 1 

are in attendance.  Karen Kennard with Greenberg Traurig, 2 

 our general counsel, is here.  Eric Pike with Hilltop 3 

Securities is here.  And Stephen McPherson with Wilmington 4 

Trust is here.  And if I missed anybody, I can't turn 5 

around and look at them, so those are the three I have. 6 

And with that, Mr. Chairman, our next Board 7 

meeting is tentatively scheduled for Thursday, the 13th of 8 

April, and I do know we have two agenda items that we will 9 

need to have Board consideration on, so hopefully that 10 

will not be an issue for everybody.  I know it seems 11 

rather quick again but we have multifamily transactions 12 

that are coming to us and we need to make sure that we get 13 

those induced in a timely manner. 14 

And with that, Mr. Chairman, I'll conclude. 15 

MR. JONES:  Any comments from the Board, 16 

questions?  Any public comment at this time? 17 

(No response.) 18 

MR. JONES:  Hearing none, thank you, David. 19 

At this time:  Presentation, discussion and 20 

possible approval of the minutes of the Board meeting held 21 

on February 9, 2017. 22 

MR. EVENWEL:  I move that they be approved as 23 

written. 24 

MR. ROMERO:  Second. 25 
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MR. JONES:  Moved and seconded.  Any further 1 

discussion on the minutes?  Any public comment regarding 2 

Item 1? 3 

(No response.) 4 

MR. JONES:  Hearing none, all in favor of 5 

approval say aye. 6 

(A chorus of ayes.) 7 

MR. JONES:  Thank you. 8 

Item 2:  Presentation and discussion of current 9 

economic and financial market conditions. 10 

MS. SMITH:  Good morning.  Melinda Smith, chief 11 

financial officer. 12 

I'm going to ask Linda Patterson, our 13 

investment advisor, to join us this morning to just give 14 

the Board an update on kind of what the market looks like 15 

currently.  We are six months into the year and we thought 16 

that might be a good idea.  So I'm going to turn it over 17 

to Linda and let her do that for you. 18 

MS. PATTERSON:  It is a fascinating time in the 19 

markets.  I had a few notes and I was thinking about them 20 

this morning, and the saying that comes to mind is a 21 

rising tide raises all boats, and that is exactly what's 22 

happening right now. 23 

We have, of course, in the last month had a 24 

hike in the overnight rates by the Fed and they raised it 25 
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up to a new range of .75 to one percent, so we're actually 1 

able to talk about the left side of the decimal which is 2 

very exciting for everybody, I think at this point.  And 3 

normally when the hikes come, you expect the bond rates to 4 

go up, you expect a little bit of a pullback on the equity 5 

side, and we had just the opposite last week so it was 6 

very unusual.  And looking at that, the reasons for that 7 

seem to be four major reasons. 8 

The bonds have reconstituted themselves, 9 

they're coming back now, but what they were reacting to, 10 

at least temporarily, was the fact of the old saying "buy 11 

on rumor, sell on fact."  So there was a lot of 12 

anticipation for the rate increases, it was 99 percent 13 

anticipated, and when that happens then you move on it and 14 

sell on the fact.  That's number one, but it can't explain 15 

everything. 16 

I think the second is a major, major factor, 17 

and that is the relativity of the global rates.  You have 18 

ten-year German bonds at a negative yield, so obviously 19 

even if our bonds are at 250, they look sterling versus a 20 

negative yield.  So a lot of international money that can 21 

move across currencies and across sovereigns will come 22 

into the United States, and when they do, of course, 23 

they're going against a set supply of securities and it 24 

raise the price, lowers the rates.  So that was a big part 25 
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of it, you can see huge movements of that. 1 

Another one, the third reason was that there 2 

was a tremendous amount of talk and anticipation going 3 

into this meeting of four increases this year.  The 4 

announcement afterwards, Ms. Yellen is definitely holding 5 

everything back and waiting for data dependency and now 6 

the talk is more at three.  Well, that's a lot different 7 

as far as bond vigilantes are concerned, so they also 8 

said, well, we're going to lock in here, and there you go 9 

with the supply and demand situation. 10 

And then the fourth situation is the U.S.'s 11 

ability right now to meet their borrowing needs without an 12 

international capital flow, and that is a big point.  And 13 

those four things working together brought the interest 14 

rates back down again.  What it does to the curve is 15 

slightly flattens it because you have for the mortgage 16 

side and the housing side very important that the longer 17 

rates are staying down, and that is more of the 18 

international flows. 19 

So you've got this situation where you have a 20 

little bit of a surprise but definitely we are looking 21 

towards higher rates.  The Fed's interpretation is maybe 22 

about a 150 by the end of the calendar year, and a lot of 23 

that is due to the fact that everything looks really good, 24 

not only domestically where we have good employment, we 25 
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are up to full employment as far as what the FOMC is 1 

looking at, we're looking at very low claims with high 2 

employment and even a switch, a little tiny trend move 3 

from the services to more about manufacturing, 4 

construction and so forth. 5 

So you've got good employment, the consumer is 6 

being a little bit indistinct here and skeptical, they're 7 

not booming away on spending as they usually do, but I 8 

have tremendous faith in the U.S. consumer, that seems to 9 

be what they do best is consume, so that will come along 10 

also. 11 

The housing market is interesting at this 12 

point.  The housing market is overheating right now.  So 13 

much of the construction, so much of the work has been 14 

done on the high end that now we've got a little bit of a 15 

shortage of the entry level homes.  And the homebuilders 16 

are tending to blame this more on lack of construction 17 

workers.  It think it's probably a better and more 18 

truthful idea that the margins were there on the high end 19 

and not on the entry level.  But since that inventory came 20 

down a little bit, we now have a good look at construction 21 

and manufacturing moving into that area, there's going to 22 

be a big push on building the housing. 23 

And you have still, even though the rates are 24 

going up, because of that flattening of the curve, or at 25 
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least not steepening as much as we anticipated, we have 1 

mortgage rates staying down at a relatively low rate.  So 2 

you have a really good situation there with more housing 3 

coming on and lower rates still being there. 4 

So growth, employment, inflation is growing 5 

also which is another key concern of the Fed, and we're 6 

almost up to their 2 percent.  It's hard to always talk 7 

about inflation being good but we need it.  We were on the 8 

verge of deflation which is terribly difficult to come out 9 

of, so the inflation being close to 2 percent is really 10 

very, very positive for us. 11 

Manufacturing, very positive.  ISM, the supply 12 

management group, looking forward, very optimistic.  One 13 

thing that could hurt us there is the strength of the 14 

dollar.  Whenever we raise, because our bonds, because our 15 

securities, because our markets are so secure and 16 

creditworthy, when the rates go up, normally you get a 17 

surge in the dollar, and of course, the surge in the 18 

dollar hurts our exports so it pulls that back down again. 19 

 And it eventually moderates but it is a situation now 20 

that we have to watch carefully and make sure that that 21 

dollar doesn't get too strong, vis-à-vis all the other 22 

economies.   But generally internationally 23 

the economies are also looking very, very strong.  I don't 24 

know if any of you read The Economist, but I had to laugh 25 
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yesterday's over page was all the balloons with the 1 

international flags going up and everything is rising.  2 

You've got inflation actually showing in Germany, you've 3 

got inflation coming up in the UK, Japan actually has some 4 

inflation which is kind of interesting, the central banks 5 

there, and in Europe they are behind the eight-ball, they 6 

are slow to this move that's coming about, but hopefully 7 

they'll come on board a little bit quicker. 8 

You really can't justify the low, low rates 9 

with the easing that is continuing, but a lot of that is 10 

because they're a little concerned about other things that 11 

are happening.  Brexit this week has moved to move on 12 

Resolution 50, so they will be exiting but they have to 13 

keep turning around and looking at the Scots who are 14 

waving their Scottish Flag, so that's one thing that's 15 

roiling the markets a little bit now. 16 

China is building up again, so they're going to 17 

be coming on with needs for commodities that are used in 18 

building, the copper, the aluminum and that will help in 19 

Africa and so that is coming back. 20 

We do have still the election in France, but Le 21 

Pen really didn't do well in the debates this past week, a 22 

couple of days ago, and so that has dampened the fear 23 

about Le Pen taking the presidential run, and so that will 24 

help a little bit. 25 
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I think probably where you have all of this 1 

growth coming at the same time, that's so very positive 2 

that it will eventually allow our curve to move up and 3 

you'll get a steepness on the curve which, of course, will 4 

help our financial institutions but also raise your 5 

mortgage rates.  But de-leveraging that we saw after '09 6 

and '10 is pretty much washed out of the system, and so 7 

now we can concentrate on growth going forward.  8 

And that's a very quick trip around the world. 9 

MR. JONES:  Do we have those printouts? 10 

MS. PATTERSON:  Well, I brought it on a power 11 

point but I'm sure Melinda can make copies for you. 12 

MR. ROMERO:  If you just send the power point, 13 

that would be fine for me. 14 

MS. SMITH:  Yes. 15 

MR. JONES:  I'll do the same. 16 

Any questions? 17 

(No response.) 18 

MR. JONES:  I know this is an intriguing part, 19 

and I promise not to ask a lot of questions because we 20 

really have to move down the agenda, but I'm going to ask 21 

one, David.  All right? 22 

MS. PATTERSON:  He's chair, he gets to do 23 

anything. 24 

(General laughter.) 25 
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MR. JONES:  Well, no.  I kind of told them that 1 

if there wasn't a lot of questions, we'd move along, 2 

because I'm the guy that's -- these are the financial guys 3 

on the end and they go, oh, yeah, we know what you said.  4 

I'm the one that has to go like:  But what do you mean? 5 

You said unemployment numbers look good, and 6 

you said full employment, which doesn't account for the 56 7 

million, 70 million, 95 million that are unemployed that 8 

are not counted as part of the workforce because they 9 

haven't had a job and they're not looking.  And the 10 

president has said he's going to adjust the way we 11 

consider unemployment because if the workforce is smaller, 12 

so I'm saying they're considering thing the way they 13 

calculate now which makes it look good, and if you change 14 

it, that throws everything somewhere south. 15 

MS. PATTERSON:  And when we look at reports, 16 

too, when you see the big headline number on unemployment, 17 

that's what people see, but there's a breakdown, there's a 18 

huge breakdown, maybe 50 different indicators that are 19 

really looking at unemployment.   I think  one of the most 20 

important ones is the participation because over the last 21 

several years we've had people leaving the market, one, 22 

because they didn't get a job, couldn't get a job, or they 23 

just gave up.  And so there are lots of different ways, 24 

but as far as how they're looking at it right now, one of 25 



 

 

 

 ON THE RECORD REPORTING 

 (512) 450-0342 

20 

the key things -- and I put it in the report -- one of the 1 

key things that the Fed looks at is the PCE, and that 2 

really ties the employment and the consumer, so we have to 3 

look at those two together, and that's pretty strong right 4 

now.  So the employment portion of that is looking strong. 5 

I don't think you can say that everybody has a 6 

job that wants a job. 7 

MR. JONES:  I just find it hard that able-8 

bodied people who are not working are not considered 9 

unemployed. 10 

The final one is we do our investment, we've 11 

been playing it safe because we have a lot of regulations 12 

over what we can do and what we can't do.  It looks like 13 

over this last six-seven-eight years or more, our staff 14 

and our people have done really well, and our advisors in 15 

terms of where we are.  When I look at our net position 16 

and our unrestricted funds and all, I think we've 17 

weathered the storm pretty good. 18 

But what does a too strong dollar look like, 19 

what does it do?  You made a comment about not wanting the 20 

American dollar to get too strong.  Because I travel 21 

abroad broadly. 22 

MS. PATTERSON:  I'm going next month, I hope it 23 

stays strong. 24 

But when the dollar is strong if you're 25 
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traveling, that's great, you're closer to parity on the 1 

euro.  But what happens is if the dollar is too strong and 2 

you're looking at a bottle of water domestically and our 3 

bottled water, that example, and the dollar is too strong, 4 

then you're not going to buy our products, and that has 5 

hurt us over the last several years, actually, the 6 

strength of the dollar.  Plus the dollar, remember, is our 7 

sovereign debt, so the treasuries are denominated in 8 

dollars and that then make us more expensive.  And so if 9 

it weren't for this relative value, then we're going to 10 

lose a little bit on there. 11 

MR. JONES:  Okay.  Thank you. 12 

Is there any public comment on this item? 13 

(No response.) 14 

MR. JONES:  It was just an update and advisory 15 

item, so if there's nothing more from the Board, thank you 16 

so much, appreciate it. 17 

MS. PATTERSON:  Sure enough. 18 

MR. JONES:  And I'll look for that power point 19 

in my email. 20 

Item 3:  Presentation, discussion and possible 21 

approval of a resolution authorizing and approving 22 

Lakeview Loan Servicing, LLC as master servicer and seller 23 

effective April 1, 2017, and other program-related matters 24 

in regard to TSAHC's Single Family Homeownership programs, 25 
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and ratifying all prior actions, including the preparation 1 

and execution of documents. 2 

And I thought that the minutes of our last 3 

meeting really captured what that discussion was leading 4 

to this meeting, so I thought it was a good capture of the 5 

scope. 6 

MR. LONG:  Thank you, Mr. Chairman. 7 

As I mentioned at last month's Board meeting, 8 

the Board had previously passed a resolution that 9 

authorized the president and executive vice president  10 

moving forward to make decisions regarding the master 11 

servicer of our Single Family Homeownership programs, 12 

including the selection of a master servicer and executing 13 

any agreements related thereto. 14 

Subsequent to that Board authorization, we 15 

executed an agreement with U.S. Bank to be our master 16 

servicer, a service that they provided to us since 2012, 17 

but in an effort, as we're always looking to ensure that 18 

we're providing the best programs to our home buyers and 19 

the lenders who participate in our programs, we continue 20 

to explore other potential master servicers, while 21 

simultaneously working with U.S. Bank to improve their 22 

service and credit overlays. 23 

Our efforts this last year went into high gear 24 

and our executive vice president and Homeownership staff 25 
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secured the services of a consultant to assist in 1 

identifying potential options.  Staff also engaged in in-2 

depth discussions with several entities that were 3 

providing master servicer functions for other housing 4 

agencies and were considering offering this suite of 5 

services. 6 

Through various contacts and communications, we 7 

were informed that one of the largest state housing 8 

finance agencies had changed master servicers from U.S. 9 

Bank to Lakeview Loan Servicing.  This prompted staff to 10 

contact Lakeview and begin discussions about their master 11 

servicer capacity.  Over the past few months the 12 

Corporation held meetings and conference calls with 13 

representatives from both U.S. Bank and Lakeview Loan 14 

Servicing regarding master servicer responsibilities, the 15 

related costs, fees and credit overlays.  After comparing 16 

our options with both companies, staff determined that 17 

Lakeview Loan Servicing would be better able to meet our 18 

expectations and to provide a better suite of services 19 

that would improve the programs significantly for home 20 

buyers and for our participating lenders. 21 

One of the benefits of working with Lakeview, 22 

in addition to the capacity as a master servicer, is their 23 

ability to also provide the daily pricing and various 24 

capital markets functions, including hedging the loan 25 
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pipeline for the Single Family Home Loan programs.  The 1 

consolidation of these two functions was important as it 2 

will allow TSAHC to provide better program options to 3 

borrowers and economic benefit to our programs to improve 4 

market pricing and lower interest rates and fees to home 5 

buyers. 6 

Staff is excited about the improvements that we 7 

will bring to the home buyer programs in conjunction with 8 

the transition to Lakeview.  These enhancements will 9 

improve the administration of the program and impact the 10 

potential home buyers. 11 

To ensure the appropriate documentation was in 12 

place to facilitate the change to Lakeview, staff worked 13 

closely with our general counsel -- specifically Bill 14 

Gehrig, who has been handling most of this stuff related 15 

to our single family transactions, who is also with 16 

Greenberg Traurig -- during this negotiation process with 17 

Lakeview and finalized an agreement on February 13 of this 18 

year. 19 

Since finalizing the agreements with Lakeview, 20 

TSAHC staff have been busily working on the complex task 21 

of transitioning our loan servicing to our home buyer 22 

programs from U.S. Bank to Lakeview Loan Servicing.  We 23 

are scheduled to have the transition completed and 24 

Lakeview to be fully in place beginning April 1 of next 25 
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month. 1 

So the resolution that you have before you is 2 

twofold:  one, we're asking that you ratify our agreement 3 

with Lakeview Loan Servicing with your approval today, and 4 

two, we ask that you reauthorize the president and 5 

executive vice president of the Corporation to make future 6 

changes to the program guidelines for the purposes of 7 

improving the administration of the program and increasing 8 

the positive impact to potential home buyers consistent 9 

with the federal guidelines and statutory authority as may 10 

be amended. 11 

And I know I read that to you guys and in the 12 

past I tend to do a little bit more ad libbing, but we 13 

really wanted to make sure you understood the impact of 14 

what we were trying to do.  In the past, the Board has 15 

authorized me and the executive vice president to be fluid 16 

in our transition when we're working with our single 17 

family programs.  Because we meet on a monthly basis, 18 

there are activities that happen, as you know, the current 19 

pricing that we do every day happens to be very fluid and 20 

we have to be able to react and make changes. 21 

I think that the Board also understands that we 22 

do so with the best interests of the Corporation in mind, 23 

serving those borrowers that we are supposed to serve 24 

statutorily via our mission, as well as meeting the 25 
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guidelines and compliance that the Federal Government and 1 

our statutory authorities outlay for us.  And we do this 2 

with direct coordination with our general counsel, both on 3 

the single family and the multifamily, but specifically 4 

with the single family. 5 

I didn't want to make it sound like I was just 6 

reading something in front of you and I wanted you to 7 

understand the purpose and we wanted it to be very clear 8 

in the minutes what we were doing and why we were moving 9 

forward.  And as you noted earlier, Mr. Jones, the minutes 10 

last month we tried to outline for you what we would be 11 

doing, and I'm glad you said that the minutes were pretty 12 

straightforward as to what we were accomplishing. 13 

This resolution is the culmination of that 14 

effort and we wanted to make sure that the Board 15 

understood exactly where we were headed, but also allow us 16 

to continue to be capable of being fluid and making 17 

changes to the program to ensure that we are always 18 

offering the best program that we can to the borrowers 19 

that we're supposed to serve in the affordable housing 20 

arena. 21 

And with that, I'll conclude and answer any 22 

questions you might have. 23 

MR. ROMERO:  Give an example of some of those 24 

changes that you would make.  Other than, obviously the 25 
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changes in the interest rate, what other changes do you 1 

see that you would be making after the program has been 2 

initiated? 3 

MR. LONG:  Well, an example would be that we 4 

see that the fee structures that we're charging to some of 5 

the pass-through to the lenders and some other things, we 6 

expect those being able to change directly.  We'll also be 7 

looking and monitoring our income limits to make sure that 8 

we're in compliance with that, as well as meeting the 9 

authorities that our Board has given us authority to do, 10 

as well as general counsel's consideration as to what we 11 

might be able to do on that. 12 

We have ability to monitor how we are able to 13 

generate revenue from this program.  We anticipate that 14 

the program revenues may increase with these changes, 15 

that's our expectation and our hope, which gives us a lot 16 

of flexibility in how we set our interest rates.  And I 17 

know that was something you already mentioned, but that 18 

really is an important factor here, Mr. Romero, that as we 19 

have better pricing, we are able to then identify better 20 

ways that we can facilitate our interest rates and serve 21 

the borrowers that we're trying to serve. 22 

And the better rates we offer, the better 23 

credit opportunities, whether it be a lower DTI -- or a 24 

higher DTI, I should say, lower FICO score, whatever it 25 
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might be that still meets our thresholds of expectation 1 

and allows us to provide products within the conventional 2 

and the governmental market, meeting those minimum 3 

criteria will give us the best option to provide all the 4 

different program opportunities that we can to the 5 

borrowers that we're trying to serve. 6 

MR. ROMERO:  So would you come back to the 7 

Board and just notify us of those changes when they do 8 

come around? 9 

MR. LONG:  Sure. 10 

MR. ROMERO:  Just a ratification or maybe just 11 

review and let us know. 12 

MR. JONES:  Are you talking about like a 13 

summary. 14 

MR. ROMERO:  After the fact, anything 15 

significant.  I mean, I don't want to know that you 16 

changed the rate three times in the last 30 days, but 17 

anything that would be significant you would just notify 18 

us and let us know. 19 

MR. LONG:  Sure. 20 

MR. JONES:  Mr. Evenwel? 21 

MR. EVENWEL:  No comments. 22 

MR. JONES:  Mr. Dietz? 23 

MR. DIETZ:  No, thanks. 24 

MR. JONES:  Our financial guys aren't saying 25 



 

 

 

 ON THE RECORD REPORTING 

 (512) 450-0342 

29 

nothing.  I wish I hadn't read that what you read, but I'm 1 

comfortable that they've looked at it in greater detail 2 

and we've been pretty much apprised.  So all we're 3 

required to do now is to approve or disapprove this 4 

motion.  Is that correct? 5 

MR. LONG:  That's correct. 6 

MR. ROMERO:  I move to approve as presented. 7 

MR. EVENWEL:  Second. 8 

MR. JONES:  Moved and seconded.  Any further 9 

discussion among the Board?  Any public comment regarding 10 

this Tab Item 3? 11 

(No response.) 12 

MR. JONES:  Hearing none, all in favor of 13 

approval as written? 14 

(A chorus of ayes.) 15 

MR. JONES:  Okay.  Item 4:  Presentation, 16 

discussion and review of the fiscal year 2017 operating 17 

budget. 18 

MS. SMITH:  Good morning.  Melinda Smith, chief 19 

financial officer. 20 

We had decided that given that we're six months 21 

into the fiscal year though the end of February, that this 22 

would be a good time to just briefly go over our operating 23 

budget to actual, and if I'm not mistaken, I believe we 24 

did something similar last year as well. 25 
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Basically, at this point in time we're a little 1 

over budget in terms of the profit or excess of revenues 2 

over expenditures that you see on your budget to actual 3 

report, and that's caused for a couple of reasons.  One is 4 

that at this point in time most of our multifamily fees 5 

are all on a contract basis and most of them are 6 

contracted to be received in January, so at this point in 7 

the year we've received a great deal of our multifamily 8 

issuer fees and compliance and other fees, and so that 9 

particular line item, if you'll notice, it's at 89 percent 10 

through the six months.  So we feel confident that that 11 

will even out over the year and we'll be right on target, 12 

because all those are contracted receipts. 13 

The other two line items that have made a bid 14 

difference on the revenue side are federal and state 15 

grants.  When we originally prepared the budget, we did 16 

not anticipate that the 2015 NSP fund would be received 17 

this year, we thought they would have been received last 18 

year, so this year we've received both 2015 and 2016, so 19 

it's caused our cash revenue to be over what we estimated. 20 

MR. JONES:  And that's bad? 21 

(General laughter.) 22 

MR. ROMERO:  A quick question.  So of the 192-, 23 

how much of that was going to be NSP? 24 

MS. SMITH:  I'm sorry? 25 
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MR. ROMERO:  The federal and state grants, you 1 

said 192- is the budgeted item, how much of that was 2 

supposed to be NSP at the time? 3 

The Neighborhood Stabilization Program. 4 

MS. SMITH:  142,000. 5 

MR. ROMERO:  So of the 192-, 142- was NSP, and 6 

then for 2016 was the balance, how much was that?  You 7 

said 2015 and 2016.  Correct? 8 

MS. SMITH:  For NSP we budgeted $142,000, and 9 

then there was the Texas Department of Housing and 10 

Community Affairs for our TSHEP program was $50,000, so 11 

that made the 192-. 12 

MR. ROMERO:  So the 390- we've gotten has been 13 

mostly from the NSP? 14 

MS. SMITH:  All of it has. 15 

MR. ROMERO:  For 2016. 16 

MR. LONG:  We had a delay in getting the 2015 17 

funds reimbursed to us, and then the 2016 contract was 18 

also issued and we got those reimbursements. 19 

MR. ROMERO:  And are we done with that, or is 20 

that going to continue through next year? 21 

MR. LONG:  2019. 22 

MR. ROMERO:  So the 192- for next year should 23 

be about appropriate, more or less. 24 

MR. LONG:  Hopefully it will be a declining 25 
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number, because as more properties are sold, fewer dollars 1 

are available that we would need for reimbursement. 2 

MR. ROMERO:  And then you're going to touch on 3 

the investment, but I'm assuming that having to do with 4 

that investment we took up with Hilltop?  Is that why that 5 

one has decreased? 6 

MS. SMITH:  The investment revenue?  Actually, 7 

the majority of that has been the mortgage-backed 8 

securities. 9 

MR. ROMERO:  Yes.  Okay. 10 

MS. SMITH:  Oh, is that what you were referring 11 

to?  I'm sorry. 12 

MR. LONG:  It's basically the retained MB 13 

through the option redemption transactions, Mr. Romero, 14 

we've taken back.  As you know, the Board authorized us to 15 

do retained UVS on that and that's a significant portion 16 

of that. 17 

MR. JONES:  Retained? 18 

MR. LONG:  Mortgage-backed securities.  Instead 19 

of just taking the cash on the sale, we actually purchased 20 

some of the mortgage-backed securities out of our own 21 

portfolio. 22 

MR. JONES:  I still think it's necessary 23 

sometimes when you go into these financial weeds like he 24 

has, some on the Board background is not finance. 25 
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MR. LONG:  Understood. 1 

MR. JONES:  And those acronyms. 2 

MS. SMITH:  Point taken. 3 

MR. JONES:  Thank you. 4 

MS. SMITH:  Thank you. 5 

And then on the expenditure side, the only item 6 

that probably looks out of whack is program expenditures, 7 

and the reason for that is we had budgeted quite a bit of 8 

money to purchase some single family rental homes, and 9 

because of the market and the way it looked, it was 10 

beneficial for us to go ahead and purchase all of the 11 

homes through this point, and as of these financial 12 

statements, four of the five homes had been purchased, so 13 

those expenditures are a little high.  That's why you see 14 

the 63 percent.  It will even out through the rest of the 15 

year because we'll only have one more home to purchase, 16 

which was actually purchased in March, so that's done. 17 

MR. ROMERO:  Where are you recognizing the 18 

expenses on the apartments when you renovate them? 19 

MR. JONES:  Where are you doing what? 20 

MR. ROMERO:  The expenses on the apartments. 21 

MR. LONG:  The Rollins Martin apartment 22 

complex? 23 

MR. ROMERO:  Yes. 24 

MR. LONG:  Within the budget? 25 
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MS. SMITH:  Program expenditures. 1 

MR. ROMERO:  Program expenditures.  How many 2 

have you done so far? 3 

MR. LONG:  Three.  That's due to lack of 4 

turnover in the units.  We can't renovate them without it, 5 

so it's a blessing to have 100 percent occupancy but it's 6 

a little bit difficult to renovate when we don't have a 7 

vacant unit. 8 

MS. SMITH:  Are there any specific questions 9 

that you have about any of the line items that I might be 10 

able to answer? 11 

MR. JONES:  So overall, other than basically 12 

the revenue situation and some program expenditures, we're 13 

on track. 14 

MS. SMITH:  Yes.  We're doing really well, 15 

really well.  And even with the revenue, it's supposed to 16 

happen that way.  It's a timing difference that makes it 17 

look like we're over budget but through the rest of the 18 

year it will even out and at the end of the year it will 19 

be right where we should be. 20 

MR. JONES:  It don't hurt to say that we're 370 21 

percent above the budgeted. 22 

(General laughter.) 23 

MR. JONES:  Any other questions from the Board? 24 

(No response.) 25 
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MR. JONES:  Okay.  Thank you so much, 1 

appreciate it. 2 

MS. SMITH:  Thank you so much. 3 

MR. JONES:  Item 5: Presentation, discussion 4 

and possible approval of a resolution regarding the 5 

submission of one or more applications for allocation of 6 

private activity bonds, notices of intention to issue 7 

bonds and state bond applications to the Texas Bond Review 8 

Board and declaration of expectation to reimburse 9 

expenditures with proceeds of future debt for the Brooks 10 

Manor Apartments. 11 

I guess this I where our counsel got involved. 12 

MR. DANENFELZER:  Yes, sir, bond counsel       13 

  did write that for us. 14 

My name is David Danenfelzer.  I'm the senior 15 

director of Development Finance Programs. 16 

Yes.  This is actually a transaction that we 17 

looked at last October, the Board approved an inducement 18 

at that time.  The original intent of the borrower, Steele 19 

Properties, LLC, was to go ahead and move forward over the 20 

wintertime with an application for bond reservation.  21 

However, because of certain cycles within the tax credit 22 

and bond markets over the winter, particularly after the 23 

election cycle, there was a lot of uncertainty in tax 24 

credit pricing, and so they withheld the application for 25 
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the reservation at that time. They are ready, though, now 1 

that the markets have stabilized and there's more 2 

certainty moving forward. 3 

In addition, they did have to increase the 4 

total budget for the project because moving into the 2017 5 

year, the regulatory hurdles, or at least some of the 6 

regulatory requirements for rehab were increased by the 7 

State's Housing Tax Credit Program, and so it will cost 8 

them a little bit more on the property.  And so to make 9 

sure that we have enough room, we've increased the total 10 

bond amount to $5 million.  We anticipate only issuing 11 

about $4 million in bonds.  The original target was about 12 

$3.3 million, but we have a little extra cushion, we'll 13 

probably go ahead and reserve around $4 million as I 14 

noted, and then move forward with a closing sometime in 15 

the summer.  They do have to apply for the tax credit 16 

process for 4 percent with the State's Department of 17 

Housing, and they'll begin that, we believe, in the next 18 

couple of weeks. 19 

So this is simply an update to a project we've 20 

already looked at.  We have looked at the new numbers as 21 

well.  There was some increases in rents at the property 22 

that were approved by HUD, and so that does make them able 23 

to take on additional debt that we're considering at this 24 

point.  So at this point, we'll continue to underwrite and 25 
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do all the necessary due diligence, and we will bring this 1 

transaction back to the Board, as we always do, for final 2 

approval of the bonds once we have all of the 3 

documentation and the underwriting firmed up and approvals 4 

on the tax credits and other entities. 5 

MR. JONES:  Private activity bonds as opposed 6 

to what? 7 

MR. DANENFELZER:  Well, in this case they're 8 

tax-exempt bonds, and the private activity section of the 9 

IRS Code which allows for the issuance of these type of 10 

tax-exempt bonds are for specific uses but in the sense of 11 

housing, they also allow the developer to access 4 Percent 12 

Housing Tax Credit Program.  Without the private activity 13 

bonds, there is no way to access the 4 percent housing tax 14 

credits, which brings equity, approximately about 30 15 

percent cash equity to the table when those tax credits 16 

are sold off to investors. 17 

MR. JONES:  Because they're connected to tax-18 

exempt.  That's one of the things that we refrain from 19 

dealing with, but it's the other attractions. 20 

MR. DANENFELZER:  Right.  And the bonds 21 

themselves, the investors who purchase these bonds get the 22 

tax-exempt interest, they don't have to pay federal income 23 

taxes on interest from these bonds, so that makes them a 24 

little bit more attractive.  Sometimes it allows the bonds 25 
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to be at a slightly lower interest rate than market rates 1 

are.  In the last few years we've actually been doing more 2 

short-term bonds simply to get access to the housing tax 3 

credits, and then replacing those with taxable debt in 4 

many cases, permanent loans or mortgages that are secured 5 

by different federal programs like FHA or Fannie or 6 

Freddie Mac, but in this case they do intend to have the 7 

long-term bond for right now.  They're still kind of 8 

firming up the final structure.  We may go with the FHA on 9 

this if we can find a lender who provides a low enough 10 

interest rate. 11 

MR. JONES:  So they don't come to you with this 12 

scenario, you know it and you build it into our program 13 

and offer it. 14 

MR. DANENFELZER:  No.  They come to us with a 15 

scenario and we just make sure that the scenario that they 16 

propose meets all the federal and state tax-exempt 17 

guidelines -- or guidelines for the private activity 18 

bonds, I should say.  And so that's our role and that's 19 

also why we have our bond counsel. 20 

MR. JONES:  So you make a determination that 21 

this is really viable. 22 

MR. DANENFELZER:  Correct.  We've determined 23 

it's not only viable but we also, as the issuer, make sure 24 

that it meets all the tax-exempt requirements under the 25 
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federal and state rules for private activity bonds. 1 

MR. JONES:  Do we get fees for doing that? 2 

MR. DANENFELZER:  Yes, we do, sir.  And as Ms. 3 

Smith noted earlier, we actually normally get those fees 4 

in January of every year on all the transactions we do, 5 

it's called our issuer fee, and it covers our overhead and 6 

costs of monitoring those bonds long term.  And that's one 7 

of the reasons I think she noted that we had a large 8 

infusion of additional cash in the January time period or 9 

this first quarter of 2017, but obviously we get the one-10 

year payment on those bonds and it covers all of our 11 

activity then for the next year.  And that's generally how 12 

we try to schedule those, is on an annual basis which is 13 

related to the payment of the bonds themselves. 14 

MR. JONES:  Any other comments or questions 15 

from the Board? 16 

(No response.) 17 

MR. JONES:  Okay.  Is there a motion? 18 

MR. ROMERO:  I move to approve as presented. 19 

MR. DIETZ:  Second. 20 

MR. JONES:  Move to approve as presented and 21 

seconded.  Any further Board discussion?  Any public 22 

comment on Item 5? 23 

(No response.) 24 

MR. JONES:  Hearing none, all in favor of 25 
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approval as presented say aye. 1 

(A chorus of ayes.) 2 

MR. JONES:  Thank you very much, Mr. 3 

Danenfelzer. 4 

MR. DANENFELZER:  Thank you very much. 5 

MR. JONES:  Item 6:  Presentation, discussion 6 

and possible approval of the request for proposals for the 7 

Corporation's financial audit. 8 

What was the last group that did our audits?  9 

What is it, two-year deals? 10 

MS. SMITH:  Maxwell, Locke & Ritter, and they 11 

have already done it three years. 12 

MR. JONES:  Oh, wow. 13 

MS. SMITH:  I know.  The time went by very 14 

quickly.  And that's why we are here today to ask you to 15 

approve our request for proposal.  It is similar to -- 16 

well, it's exactly the same as the previous proposal.  17 

It's a three-year proposal to do the financial audit, the 18 

investment audit that's required every two years by the 19 

State Auditor's Office, and then our 990 information tax 20 

return, and then finally, if we were to receive federal 21 

funds and have expenditures large enough, then we would 22 

need a single audit again.  Currently we don't require a 23 

single audit. 24 

So that's what we're requesting, just the 25 
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Board's approval. 1 

MR. JONES:  And the current auditors can bid on 2 

this contract also?  They're not precluded for having 3 

previously served. 4 

MR. LONG:  That's correct. 5 

MS. SMITH:  Right. 6 

MR. ROMERO:  I move we send the RFP out. 7 

MR. EVENWEL:  I think it's good to sharpen our 8 

pencil every three years. 9 

MR. JONES:  I like that. 10 

MR. JONES:  Is here a motion? 11 

MR. ROMERO:  So moved. 12 

MR. DIETZ:  Second. 13 

MR. JONES:  Moved and seconded as presented.  14 

Any further comment? 15 

(No response.) 16 

MR. JONES:  Hearing none, all in favor of 17 

approval as presented say aye. 18 

(A chorus of ayes.) 19 

MR. JONES:  Okay.  David, are we done here? 20 

MR. LONG:  Yes, sir, Mr. Chairman, that's the 21 

last item on the agenda. 22 

MR. JONES:  So you're saying that the next 23 

meeting on the 13th, which this one was late in the month 24 

for a couple of reasons, it's pretty quick turnaround but 25 



 

 

 

 ON THE RECORD REPORTING 

 (512) 450-0342 

42 

it's necessary to do it at that time. 1 

MR. LONG:  Yes, sir. 2 

MR. JONES:  Does that mean that it's got to be 3 

done that week, if it's not a Thursday, if there's 4 

alternative days that you would schedule it if it's that 5 

important? 6 

MR. LONG:  We would prefer to do it on the 13th 7 

just because it's the normal schedule time frame, as long 8 

as it still meets the requirements of all the other Board 9 

members and we can have quorum. 10 

MR. JONES:  We'll start there, I guess. 11 

(General discussion regarding next meeting 12 

date.) 13 

MR. LONG:  We could do it a different day of 14 

the week of, the 10th, 11th, 12th, 13th, 14th.  We could 15 

do it a different day if that fits everybody's calendar, 16 

but we need to have it that week at the latest. 17 

MR. ROMERO:  What's the Tuesday? 18 

MR. LONG:  Tuesday would be the 11th. 19 

MR. JONES:  That's why I asked the question 20 

because it sounded like it was urgent. 21 

MR. LONG:  It's not urgent, it's just the 22 

regularly scheduled time frame. 23 

MR. JONES:  No, I'm saying urgent, some 24 

meetings have higher priority. 25 
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MR. LONG:  Yes, sir.  There's transactions that 1 

do need Board consideration. 2 

MR. ROMERO:  Does the 11th work for you? 3 

MR. DIETZ:  I can do that. 4 

MR. LONG:  The 11th, Mr. Evenwel? 5 

MR. EVENWEL:  I suppose.  I don't have a 6 

calendar. 7 

MR. JONES:  Will you be in the country, that's 8 

all we want to know. 9 

MR. EVENWEL:  I probably will be here. 10 

(General laughter.) 11 

MR. LONG:  Mr. Jones, does the 11th work for 12 

you as well? 13 

MR. JONES:  What I've done as chairman is find 14 

out when you get the quorum and make sure that I try to be 15 

there. 16 

MR. LONG:  So we'll confirm with all the 17 

members via email on the 11th to make sure, and then we'll 18 

sent out a notice to all of you confirming it once we talk 19 

to you individually. 20 

MR. JONES:  I hate turning my audience over to 21 

folks, though.  I mean, the audience is there. 22 

MR. LONG:  Understood.  And we appreciate your 23 

appreciation. 24 

MR. JONES:  But the book starts on the 30th of 25 
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the month, the next Nielsen ratings book period.  I am the 1 

ringmaster.  I say that modestly because you can't 2 

apologize for the elephants. 3 

Okay.  Again, I want to personally thank the 4 

staff for the work that they do, Mr. Danenfelzer; Ms. 5 

King, also for the work that she does for us. 6 

And having said that, the meeting is adjourned. 7 

(Whereupon, at 11:23 a.m., the meeting was 8 

adjourned.) 9 
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