2011 Competitive Housing Tax Credit (HTC) Challenges

The attached table titled, Status Log of 2011 Competitive Housing Tax Credit Challenges Received
and Determinations Made as of June 15, 2011 (“Status Log”), summarizes the status of challenges
received on or before June 15, 2011. The challenges were made against Applications in the 2011
Application Round. Behind the Status Log, all imaged challenges are provided in project number order.
This PDF document has been bookmarked by application number for quick access.

All challenges are addressed pursuant to 849.10(e) of the 2011 Qualified Allocation Plan and Rules
(“QAP”), which states, “the Department will address information or challenges received from unrelated
entities to a specific 2011 active Application, utilizing a preponderance of the evidence standard, as
stated in paragraphs (1) — (4) of this subsection, provided the information or challenge includes a contact
name, telephone number, fax number and e-mail address of the person providing the information or
challenae and is received by the Department no later than June 15, 2011:

(1) Within fourteen (14) business days of the receipt of the information or challenge, the Department will
post all information and challenges received (including any identifying information) to the Department’s
website.

(2) Within seven (7) business days of the receipt of the information or challenge, the Department will
notify the Applicant related to the information or challenge. The Applicant will then have seven (7)
business days to respond to all information and challenges provided to the Department.

(3) Within fourteen (14) business days of the receipt of the response from the Applicant, the Department
will evaluate all information submitted and other relevant documentation related to the investigation.
This information may include information requested by the Department relating to this evaluation. The
Department will post its determination summary to its website. Any determinations made by the

Department cannot be appealed by anv party unrelated to the Applicant.
(4) Nothing herein shall serve to limit the authority of the Board to apply discretion for good cause to the

fullest extent lawfully permitted.

Please note that a challenge is not eligible pursuant to this section if it is not made against a specific
active 2011 HTC Application. If an Application is no longer active because the Development has been
awarded tax credits by the Texas Department of Housing and Community Affairs’ (the “Department”)
Board, challenges relating to the awarded/inactive Application are not eligible under this section.

To the extent that the Applicant related to the challenge responds to the eligible challenge(s), point
reductions and/or terminations could possibly be made administratively. In these cases, the Applicant
will be been given an opportunity to appeal pursuant to 849.10(d) of the 2011 QAP, as is the case with all
point reductions and terminations. To the extent that the evidence does not confirm a challenge, a memo
will be written to the file for that Application relating to the challenge. The table attached reflects a
summary of all such challenges received and determinations made as of June 15, 2011.



TDHCA
ID#

Development
Name

Challenger

Nature and Basis of Challenge

Status

11045

Lexington Villa

Gilbert M. Piette The challenge is

regarding points under §49.9(a)(5),
Commitment of Funding by Governmental Instrumentality.
The Challenger questions the support of a local government
instrumentality because the City of Corpus Christi has not
supported these applications with any funds. The City
Council passed a resolution supporting the Palms at Leopard,
#11166, on February 22, 2011. The Challenger has
submitted minutes from the April 16, 2011, Corpus Christi
City Council meeting at which the Palms at Leopard was
recommended for funding in the amount of $865,000. In the
meeting minutes it was noted that initially both Dolphin's
Landing and Palms at Leopard were recommended equally.
However, the minutes state that staff has "checked with the
Department and it was determined that the City essentially
needs to support one project so the project may receive the
points for the tax credits." The Challenger added that none
of the other applications have obtained consent as
evidenced by an Inter-Local Agreement.

The Challenger further asserts that the applications for
Dolphin's Landing, #11227, Lexington Vista, #11045, Palm
Gardens, #11050, and 11115, Castle Manor have included
the HOME funds as part of their financial feasibility and that
without the commitment of The City of Corpus Christi
funding, the applications are not financially feasible.
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Analysis: Pursuant to §49.9(a)(5) of the 2011 QAP, up to 18
points may be awarded for the commitment of
development funding by a Governmental Instrumentality.
In accordance with this section of the QAP, if not already
provided, at the time the executed (TDHCA) Commitment is
required to be submitted, the Applicant must provide
evidence of a commitment approval by the Governing Body
of the Unit of General Local Government, or its designee or
agent, for the Development Funding to the Department.
Documentation of the interlocal agreement is not required
at the time of application. Due to the many variables
associated with the financing of tax credit developments,
Applicants are allowed to substitute funding sources for
this particular scoring item after an application is submitted
to the Department, without the request of staff.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined no action is required, at
this time.



TDHCA
ID#

Development
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Challenger

Nature and Basis of Challenge
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11050

Palm Gardens

Gilbert M. Piette

The challenge is regarding points under §49.9(a)(5),
Commitment of Funding by Governmental Instrumentality.
The Challenger questions the support of a local government
instrumentality because the City of Corpus Christi has not
supported these applications with any funds. The City
Council passed a resolution supporting the Palms at Leopard,
#11166, on February 22, 2011. The Challenger has
submitted minutes from the April 16, 2011, Corpus Christi
City Council meeting at which the Palms at Leopard was
recommended for funding in the amount of $865,000. In the
meeting minutes it was noted that initially both Dolphin's
Landing and Palms at Leopard were recommended equally.
However, the minutes state that staff has "checked with the
Department and it was determined that the City essentially
needs to support one project so the project may receive the
points for the tax credits." The Challenger added that none
of the other applications have obtained consent as
evidenced by an Inter-Local Agreement.

The Challenger further asserts that the applications for
Dolphin's Landing, #11227, Lexington Vista, #11045, Palm
Gardens, #11050, and 11115, Castle Manor have included
the HOME funds as part of their financial feasibility and that
without the commitment of The City of Corpus Christi
funding, the applications are not financially feasible.
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Analysis: Pursuant to §49.9(a)(5) of the 2011 QAP, up to 18
points may be awarded for the commitment of
development funding by a Governmental Instrumentality.
In accordance with this section of the QAP, if not already
provided, at the time the executed (TDHCA) Commitment is
required to be submitted, the Applicant must provide
evidence of a commitment approval by the Governing Body
of the Unit of General Local Government, or its designee or
agent, for the Development Funding to the Department.
Documentation of the interlocal agreement is not required
at the time of application. Due to the many variables
associated with the financing of tax credit developments,
Applicants are allowed to substitute funding sources for
this particular scoring item after an application is submitted
to the Department, without the request of staff.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined no action is required, at
this time.
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11051

Sweetwater Bend W. Barry Kahn

The challenge is regarding points under §49.9(a)(8), Cost per
Square Foot. The Challenger contends that the Applicant is
not eligible for the points for three reasons: costs of $90.76
exceed the $87 psf allowed for First Tier counties; not all
buildings are 4-stories as required; and the Applicant
erroneously included common area square footage in
calculation of Net Rentable Area(which is not allowed).
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Analysis: Pursuant to §49.9(a)(7) of the 2011 QAP, 10
points may be awarded for the direct hard costs per net
rentable area. The documentation in the application
indicated total direct hard costs of $7,304,360 per total
NRA of 80,476 square feet exceeded the $87 requirement
for First Tier Counties. The QAP does allow for SRO, Elderly,
high rise or four-story building developments to use
common area space in the calculation of cost per square
foot. The development is not an SRO or elderly
development and does not contain all four story buildings.
Staff did not award points for the item. The Applicant has
responded that the decision is being formally appealed.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)() of
the 2011 QAP. Points were not awarded; however, an
appeal on this item is pending.
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11051

Sweetwater Bend W. Barry Kahn

The challenge is regarding points under §49.9(a)(13),
Community Revitalization Plan. The basis of the challenge
brings into question whether the 3-year consolidated plan
for the City of Galveston meets the definition of Community
Revitalization Plan. The Challenger contends that if the Plan
could be deemed appropriate to serve as a plan, it does not
meet the intended purpose because the Galveston plan is
intended for disaster recovery and not revitalization.
Additionally, the plan specifically references the word
"revitalization" of non-housing community development
activities. Finally, if the plan could be deemed to target
specific areas, they would be CDBG Target Areas which serve
areas with 51% or more low-to moderate-income residents.
The proposed development is located in an area that is 151%
of MSA median family income.
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Analysis: Pursuant to §49.9(a)(13) of the QAP, 3 points
may be awarded to an application proposing New
Construction in an area that is part of a Community
Revitalization Plan. The application includes a copy of the
2010-2012 City of Galveston Strategic Plan. Strategic Plans
are generally broad in nature; however, some plans do
cover revitalization. The Galveston plan is such a plan with
specific target areas. The Applicants admits that the
development is not located in one of the target areas.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(13)
of the 2011 QAP and has determined that the application is
not eligible for the point item. Therefore, the points
originally awarded will be rescinded and a revised scoring
notice will be issued.
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11051

Sweetwater Bend W. Barry Kahn

The challenge is regarding §49.4(b)(11), Application
Ineligibility. The basis for the challenge is that there is more
than 50% of the developer fee being deferred. Challenger
contends that the one year loan from Strategic Housing
Finance Corporation (included on the permanent side of the
sources and uses exhibit) will be paid from developer fee and
that this loan should be included in the calculation of
deferred developer fee. By including that loan in the
calculation it will increase developer fee from $108,847 to
$736,752 or more than 50% of total, thus making application
ineligible for consideration.
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Analysis: Pursuant to §49.4(b)(11) of the QAP an
application is ineligible if more than 50% of the Developer
Fee is deferred as reflected in the Sources and Uses exhibit
or in the commitments from the lender or syndicator. The
application’s financing structure includes a $627K
permanent loan from Strategic Housing Finance
Corporation with a 1 year term. It was confirmed that this
source of funding would be prepaid in one year from
developer fee. Therefore, this amount should have been
included in the application test to determine if more than
50% of the developer fee is being deferred.The Applicant
has since responded that after discussions with the
Department it was determined that Strategic Housing
Finance Corporation is no longer able to provide funding.
The Applicant wants to substitute the source with an
interim loan (1 year minimum term with interest rate at
AFR) from Capital Area Housing Finance Corporation for
§49.9 (a)(5), Commitment of Development Funding By
Governmental Instrumentality points.

The QAP does allow Applicants to substitute funding
sources for this particular scoring item after an application
is submitted to the Department, without the request of
staff. However, in this case the Applicant is doing so to
avoid termination of the application.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(11)
of the 2011 QAP and has determined that the application is
ineligible. The application was terminated and the
Applicant has appealed whici is still pending.
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11051

Sweetwater Bend W. Barry Kahn

The challenge is regarding omissions under §49.7(a)(2),
Administrative Deficiencies. The basis of the challenge is the
Applicant omitted two exhibits from the Application
including the required financing narrative and debt service
for the 2nd mortgage amount from Strategic Site Partners.
The commitment from Strategic Site Partners calls for an
eighteen year term and 30-year amortization; this implies a
loan that will be repaid over 18 years. This would cause DCR
to fall below TDHCA 1.15 minimum DCR.

Analysis: The application documentation did not include
the Financing Narrative. The omission was clarified via the
Administrative Deficiency process. The information was
received by the Department. The DCR would have met the
Department's requirements.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.7(a)(2)) of
the 2011 QAP and has determined no action is required.
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11057

The Mercer

Cynthia Bast on
behalf of Colby
Denison

The challenge is regarding points under §49.9(a)(2),
Quantifiable Community Participation. The Challenger
questions the award of QCP points to the Booneville Town
Center Neighborhood Association because no
person/residents live within the association's boundaries;
therefore, the organization should not qualify for points. The
organization identified 3 residential properties within the
boundaries; however, none of the individuals identified in
the submission live within the boundaries. The Challenger
contends that participation is restricted by residential
owners actually having to file an instrument in the real
property records of the county. The Challenger contends this
is an extraordinary burden for single family homeowners and
none of the 3 residential owners identified by the association
have made such a filing in real property records, thus none
of the residential owners participated in the decision to
support the application.
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Analysis: Pursuant to §49.9(a)(2) of the 2011 QAP, 24
points may be awarded for written statements of support
received by March 1, 2011 from Neighborhood
Organizations on record with the state or county in which
the Development is to be located and whose boundaries
contain the proposed Development site. Staff originally
attempted to contact the residents listed in the boundaries
of the organization but did not attend the meeting of the
Booneville Town Center Neighborhood Association.
Subsequent to this challenge, staff has verified that no
persons "live" within the boundaries of the organzation.
Therefore, the organization does not qualify for
participation in QCP.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(2) of
the 2011 QAP and has determined that the application is
not eligible for the point item. Therefore, the points
originally awarded will be rescinded and a revised scoring
notice will be issued.
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11057

The Mercer

Thomas F. Vetters The

challenge is regarding §49.9(a)(2), Quantifiable
Community Participation (QCP). The basis for the challenge is
questioning the qualification of the organization and the
support letter submitted by the Neighborhood Organization.
Mr. Vetters states that he recently became aware of the
newly formed neighborhood association and that the
property he owns at 2430 Boonville Road is included within
its boundaries. He would like to clarify that he does not live
at 2430 Boonville Road and Ms. Barbara Coker does not live
at her property located at 2416 Boonville Road. Further, Dr.
Donald Coker is deceased and the property at 2422 Boonville
Road is owned by Ms. Barbara Coker. Mr. Vetters noted that
he is not aware of any residents that actually live within the
Association's boundaries. Mr. Vetters states that both he and
Ms. Coker strongly oppose the project.

Page 8 of 38

Analysis: Pursuant to §49.9(a)(2) of the 2011 QAP, 24
points may be awarded for written statements of support
received by March 1, 2011 from Neighborhood
Organizations on record with the state or county in which
the Development is to be located and whose boundaries
contain the proposed Development site. Staff originally
attempted to contact the residents listed in the boundaries
of the organization but did not attend the meeting of the
Booneville Town Center Neighborhood Association.
Subsequent to this challenge, staff has verified that no
persons "live" within the boundaries of the organzation.
Therefore, the organization does not qualify for
participation in QCP.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(2) of
the 2011 QAP and has determined that the application is
not eligible for the point item. Therefore, the points
originally awarded will be rescinded and a revised scoring
notice will be issued.
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11073

11073

Cypress Run

Cypress Run

Cynthia Bast on
behalf of Granger
MacDonald

Cynthia Bast on
behalf of Granger
MacDonald

The challenge is regarding §49.8(8), Site Control. The basis
for the challenge is discrepancies throughout application
regarding amount of acreage to be purchased. This is critical
for determining the purchase price for TDHCA underwriting
purposes.

The challenge is regarding §49.8(8), Site Control. The basis of
the challenge is that the Applicant did not include accurate
information related to all sellers of the property for 36
months prior to first day of Application Acceptance;
therefore, the Applicant did not meet threshold criteria, as
required by §49.8(8).
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Analysis: The site acreage is stated as 6.95 acres in Volume
3, Tab 1, Specifications and Amenities, 6.95 on the Site
Plan, and approximately 6 acres in The Contract for
Purchase of Real Estate in Volume 3, Tab 2. An
Administrative Deficiency was issued during the Threshold
review to clarify the acreage and Exhibit A to the Contract
for Purchase was found to contain 6.95 acres. Staff has
reviewed the documentation in the challenge and the
Applicant’s response and has determined that the
Applicant fulfilled the requirements of the QAP with regard
to site control.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.8(8) of
the 2011 QAP and has determined no action is required.

Analysis: The Applicant's statement regarding the
ownership within the application is that "Frank Barron
and/or his estate have been in control of the site for the
last 36 months". The Applicant has responded that Frank
Barron is stated on the Title Commitment as the owner
since May 23, 2008. Prior to May 23, 2008, Austex, Inc. is
listed as the owner. The Applicant contends that Austex,
Inc. is "now an inactive Texas corporation that was
controlled by Frank Barron, Adrian Barron, and Stan
Barron". The Applicant provided a Business Organization
search from the Texas Secretary of State for Austex, Inc.
which indicated Stan Barron, Adrian Barron, and Frank
Barron as principals of the forfeited corporation. With this
clarification, the applicant has met the requirement of the
QAP.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.8(8) of
the 2011 QAP and has determined no action is required.
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11073

Cypress Run

Cynthia Bast on
behalf of Granger
MacDonald

The challenge is regarding points under §49.9(a)(1), Financial
Feasibility. The basis for the challenge is the assertion that
the construction and permanent lender are related parties to
the Developer and Applicant and are providing loans for the
development. The Challenger contends while there is not a
prohibition for related parties to lend monies to a
development, the award of the additional eight points for
the lender's review of Applicant's financial position is a
conflict of interest and is inconsistent with the intent of this
rule. Additionally, the conflict of interest concern exists
because Pedcor Bancorp, the parent company of
International City Bank (ICB), is under a Consent Order from
the Office of Comptroller of the Currency. The Challenger
noted that a Consent Order orders the bank to reduce its
direct and indirect investments and restricts the bank's
ability to pay money or extend credit to its affiliates.
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Analysis: Pursuant to §49.9 (a)(1)(D) of the 2011 QAP, 8
additional points may be awarded if the commitment letter
from the permanent or construction lender indicates they
have reviewed the Applicant's financial position and credit
worthiness. The Applicant has responded that the
Department was contacted prior to application submission
to verify whether related party loans could be utilized for
the point item. The Applicant added that the Underwriting
Report states that Pedcor Funding Corporation and Pedcor
Bancorp have the "significant financial capacity." Further,
the Applicant states that Pedcor Bancorp and Pedcor
Funding Corporation are the providers of the funding and
that these entities have “no limitations from regulatory
authorities.”

The Real Estate Analysis Underwriting Report states that
the related financing parties have “significant financial
capacity and resources, which mitigate risk of changes in
the lending and equity markets.” However, the report also
lists a potential risk because the “related nature of the
lender, syndicator, owner, developer, and management
company removes the benefits of third party asset
management and compliance oversight.”

Resolution: At the present time there is no restriction on
the ability of an applicant to achieve points under §49.9
(a)(1)(D) even if there is an identity of interest in the
lending institution as long as the institution is an active
commercial lender providing construction for permanent
financing.
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11073

11073

Cypress Run

Cypress Run

Cynthia Bast on
behalf of Granger
MacDonald

Cynthia Bast on
behalf of Granger
MacDonald

The challenge relates to points under §49.9(a)(13),
Community Revitalization. The basis of the challenge
questions the utilization of the city's zoning ordinance to
qualify as Community Revitalization Plan. The Challenger
asserts that if a zoning ordinance is allowed to qualify as a
Community Revitalization Plan then every application in a
zoned municipality would qualify for these points.

The challenge relates to points under §49.9(a)(23). Sponsor
Characteristics. The Challenger contends that the original
application submission did not include the Historically
Underutilized Business (HUB) certificate and that there was
no evidence that the HUB will materially participate in the
development. No points should have been awarded.
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Analysis: Pursuant to §49.9(a)(13) of the QAP, 3 points
may be awarded to an application proposing New
Construction in an area that is part of a Community
Revitalization Plan. Staff originally did not award points for
this scoring item because the Zoning Ordinance could not
be tied to any area being re-zoned for the expressed
purpose of revitalization. The Applicant appealed staff's
determination stating that the Zoning Ordinance fits the
QAP definition of a Community Revitalization Plan because
it is a published document that was approved by the local
governing body. The Applicant added that the “Zoning
Ordinance created target zoning overlay districts for the
purposes of redevelopment and revitalization.” The appeal
was granted by the Executive Director and the points were
awarded because a letter from the city was submitted that
confirmed the city's intent to revitalize the area by
encouraging this type of development in the proposed
area.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(13)
of the 2011 QAP and has determined no action is required.

Analysis: Pursuant to §49.9(a)(23)(B)of the QAP, in order
to qualify for 2 points a certification from the Texas
Comptroller of Public Accounts that the Person is a HUB at
the close of the Application Acceptance Period must be
submitted. The HUB Certificate was not included in the
original application submission. However, the HUB was
indicated in Volume 1, Tab 5, ownership chart, Volume 4,
Tab 1, Self Score, and on the Volume 4, Tab 23 exhibits.
The omission of the HUB certification was clarified during
the Selection review via the Administrative Deficiency
process.
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Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined no action is required.
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11073

Cypress Run

Cynthia Bast on
behalf of Granger
MacDonald

The challenge relates to points under §49.9(a)(27), 3rd Party
Funding Outside of a Qualified Census Tract (QCT). The basis
of the challenge is that the Application Manual indicates
funding can't come from a commercial lender. The
Challenger contends that the commitment is from Michael F.
Petrie, who is a Certified Mortgage Banker and co-founder of
P/R Investment & Mortgage Corp. in Carmel, Indiana;
therefore, the points should not be awarded.
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Analysis: Pursuant to §49.9(a)(27)of the QAP, applications
may qualify to receive 1 point for this item. Evidence
required is committed Third-Party funding sources and the
Development must be located outside of a Qualified Census
Tract serving 10% of households at 30% AMGI or less. The
provider of the funds must attest that they are not the
Applicant, the Developer, Consultant, Related Party, or an
individual or entity acting on behalf of the application. The
commitment of funds must be equal to or greater than 2%
of the Total Development Costs.

The application documentation includes a firm
commitment letter from Mr. Petrie that meets the
requirements of the QAP. The Applicant’s response is that
Mr. Petrie is not acting as a broker or commercial lender for
the application. The Applicant stated that Mr. Petrie is
providing the loan as an individual.

The application includes a commitment letter from Mr.
Petrie. Mr. Petrie attests that he is participating in this
development as an individual not a commercial lender.
Staff has reviewed the challenge and the Applicant's
response and has determined that the commitment letter
met the requirements of the 2011 QAP for the point item.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(27)
of the 2011 QAP and has determined that no action is
required.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11074 The Villas of John Shackelford The challenge relates to points under §49.9(a)(13),  Analysis: Pursuant to §49.9(a)(13) of the QAP, 3 points may
Tuscany on behalf of client Community Revitalization Plan. The basis for the challenge be awarded to an application proposing New Construction

questions whether the Lubbock Consolidated Plan qualifies
as a Community Revitalization Plan. The Challenger contends
that the Consolidated Plan does not implement its
objectives, nor does it specifically target areas for
revitalization. The Challenger states if a city's broadly
written, HUD mandated consolidated plan qualified as a CRP,
then every development located in a city with a consolidated
plan would automatically qualify for these points. The clear
intent is to reward only those developments located in areas
specifically targeted to be revitalized under a plan specifically
addressing housing. Further, if the consolidated plan does
qualify, the only targeted areas are CDBG Target Areas and
the proposed development is not located within one of these
areas. The Lubbock Consolidated plan, together with the
Action Plan, constitute a Community Revitalization Plan. The
Action Plan specifies both where funds go and the areas
targeted for revitalization. The proposed development is not
located in either the current target areas or the eligible areas
set forth in the Action Plan either.

Finally, there is no evidence that the Plan utilized for this
point request was adopted by the local Governing Body by
ordinance, resolution or specific vote. This constitutes an
omission not curable by deficiency and points should not be
awarded for this item.
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in an area that is part of a Community Revitalization Plan.
The documentation submitted in the application includes a
Certificate of Consistency from the Mayor of the City of
Lubbock. The letter states that the proposed development
is located within the boundaries of an area covered by the
Consolidated Plan and that the Plan acts as its concerted
Community Revitalization Plan. The letter also states that
the proposed development contributes to the revitalization
objectives of the consolidated plan. However, the
Applicant agrees that the Development is not located in a
"Target" Area. Therefore, the development is not eligible
for the points.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(13)
of the 2011 QAP and has determined that the application is
not eligible for the point item if it is not located within the
target areas of revitalization outlined in the City of San
Angelo's Consolidated Plan. A revised Scoring Notice will be
issued.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11077 Main Street Robert H. The challenge is regarding points under §49.9(a)(13), Analysis: Pursuant to §49.9(a)(13) of the QAP, 3 points may
Commons Voelker, Munsch, Community Revitalization. The basis of the challenge as  be awarded to an application proposing New Construction

Hardt, Kopf, &
Harr

reflected in the documentation is that the Applicant
submitted only a city comprehensive plan and not a
community revitalization plan. The Challenger contends that
a Revitalization Plan is a “distinct plan that is adopted by a
municipality that specifically describes in detail a
community’s intention for revitalization and
redevelopment.” The Challenger also contends that the
Applicant did not provide evidence that shows the plan was
adopted by the local Governing Body by ordinance,
resolution or specific vote. The Challenger does not believe
points should be awarded for 49.9(a)(13).
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in an area that is part of a Community Revitalization Plan.
The documentation submitted in the application includes a
letter from the City of Taylor indicating that the City's
Comprehensive Plan acts as its Community Revitalization
Plan. Additionally, the letter and the Comprehensive Plan
itself identifies the geographical planning area to include
the city limits of Taylor and the one-mile ETJ. Therefore, the
proposed development is located within the targeted area
identified in the City of Taylor's Comprehensive Plan.

Resolution: The Department is currently re-evaluating this
conclusion




TDHCA Development
ID# Name Challenger Nature and Basis of Challenge Status
11077 Main Street Robert H. The challenge is regarding points under §49.9(a)(26),  Analysis: Pursuant to §49.9(a)(26) of the QAP, 1 point may
Commons Voelker, Munsch, Leveraging of Private, State, and Federal Resources. The be awarded for providing evidence of funding from a

Hardt, Kopf, &
Harr

basis of the challenge reflected in the challenge
documentation is: points should not be awarded because
the only evidence presented was a brief letter addressed to
TDHCA and not a legally binding contract between the
Applicant and the provider of the funds.
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private, state, or federal resource. Acceptable evidence
may include “a commitment of funds or a copy of the
application to the funding entity and a letter from the
funding entity indicating that the application was received.”
Staff has reviewed the documentation provided by the
Applicant and has determined that the Applicant met the
requirements of the QAP for the purpose of these points.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(26)
of the 2011 QAP and has determined that no action is
required.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11077 Main Street Robert H. The challenge is regarding points under §49.9(a)(27), Third  Analysis: Pursuant to §49.9(a)(27) of the QAP, 1 point may
Commons Voelker, Munsch, Party Funding Outside of Qualified Census Tracts. The basis be awarded for providing evidence of a firm commitment

Hardt, Kopf, &
Harr

of the challenge reflected in the challenge documentation is:
points should not be awarded because the letter submitted
does not amount to a commitment of funds and is not
addressed to the Applicant.
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of funds and the Development must be located outside of a
Qualified Census Tract. The documentation submitted with
the application clearly states that a formal commitment of
funds is in place and outlines the terms of the loan to meet
the requirements of the QAP. Staff has reviewed the
documentation provided the Applicant and has determined
that the Applicant met the requirements of the QAP for the
purposes of these points.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(27)
of the 2011 QAP and has determined that no action is
required.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11077 Main Street Robert H. The challenge relates to 10 TAC §53.80, HOME Match Funds  Analysis: Pursuant to the HOME Program Rule at 10 TAC
Commons Voelker, Munsch, Requirement. The basis of the challenge as presented is: the  §53.80, Match equal to 2% of the HOME award must be

Hardt, Kopf, &
Harr

party offering the matching funds is a consultant for the
Applicant and will financially benefit from the development.
The Challenger contends that the HOME rules specify that
the match must originate from a source other than the
development owner, developer, consultant, or building
contractor.
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provided. The HOME Program guidelines state that
professional services can be donated and counted as Match
if those services were not part of a contract. Staff has not
completed the review of the HOME portion of the
application. The Applicant would be allowed to substitute
or correct the provider through the Department's
Administrative Deficiency process.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.10(e) of
the 2011 QAP and has determined that no action is
required, at this time.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11077 Main Street Robert H. The challenge is regarding the Development Cost Schedule  Analysis: The Applicant has responded by stating that the
Commons Voelker, Munsch, exhibit submitted in the application. The basis of the “Credit Enhancement Fee" included in the Development
Hardt, Kopf, & challenge regarding bond fees as presented in the  Cost Schedule is a fee that Herman & Kittle (a member of
Harr documentation is: the Development Cost Schedule indicates  the Applicant) collects from the LP/taxpayer for providing
that the project fund uses include "Credit Enhancement payment, performance, completion, and repayment
Fees” and a “Bond Premium” but that it is not a bond  guaranty to the construction lender. The Applicant also
transaction. The Challenger asserts these costs are  states that the “Bond Premium Fee" included in the
associated with tax-exempt bond developments and result in Development Cost Schedule is the projected cost of having
an overstatement of eligible basis for the development. to bond the AIA construction contract. Staff has not
Therefore, the request for credits should be reduced which completed a Threshold or Real Estate Analysis, at this time.
will render the development financially infeasible. The Applicant will have the opportunity to explain the cost
associated with the development with the REA staff to

determine the financial feasibility.
Response: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.10(e) of
the 2011 QAP and has determined that no action is

required, at this time.

11077 Main Street Robert H. The challenge is regarding Threshold criteria in  Analysis: Pursuant to §49.8(C)(IV)(iii) a term sheet or letter
Commons Voelker, Munsch, §49.8(C)(IV)(iii). The basis of the challenge is the Applicant  of commitment from a syndicator is required. The

Hardt, Kopf, &
Harr

failed to meet the Threshold requirement. The Challenger
states a commitment from the syndicator was not provided
in the application. The Challenger contends that the letter or
commitment from the syndicator is a mandatory
requirement pursuant to §49.8(C)(IV)(iii) of the 2011 QAP.
The Challenger further asserts that per the 2011 QAP
§49.7(a)(2) , “if exhibits and other information required
under §49.8 of this chapter (relating to Threshold criteria)
are not originally submitted in the Application then staff will
recommend termination of the Application.”
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Applicant’s response to the challenge is that the omission
of the syndicator letter does not constitute a Material
Deficiency as defined in the 2011 QAP because the
“information related to the financing commitment as a
whole was submitted” and that “enough information
related to the financing commitment was submitted.” Staff
has reviewed the documentation included in the challenge
as well as the Applicant’s response and determined that
the issue would be addressed via the Administrative
Deficiency process during the Threshold review. A
Threshold review has not been conducted at this time.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
Response: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.10(e) of
the 2011 QAP and has determined that no action is
required, at this time.
11077 Main Street Robert H. The challenge is regarding points under §49.9(a)(2), Analysis: Pursuant to §49.9(a)(2) of the 2011 QAP, 24
Commons Voelker, Munsch, Quantifiable Community Participation (QCP). The basis of  points may be awarded for written statements of support

Hardt, Kopf, &
Harr

the challenge as reflected in the challenge documentation is
that points should not be awarded because the
neighborhood organization was formed solely for purposes
of receiving points for QCP. The Challenger asserts that the
neighborhood organization was formed on February 9, 2011,
at a meeting, afterwhich the developer had made a
presentation about the proposed development. The
Challenger further contends that the only evidence of the
existence of the organization was the minutes of the
February 9 meeting.
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received by March 1, 2011 from Neighborhood
Organizations on record with the state or county in which
the Development is to be located and whose boundaries
contain the proposed Development site. There was a
meeting held on February 9, 2011 for the purpose of
forming the neighborhood organization and providing a
letter of support for the development. A member of the
development team was present to discuss the proposed
development with the community members that were
present. Staff reviewed the submission of this QCP and
determined, although it is not the intent of QCP to form an
organization for the sole purpose as to garner points for
the application, the QAP does not prohibit the action
either. Therefore, the points were awarded.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(2) of
the 2011 QAP and has determined that no action is
required.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11080 Hidden Valley Randall Ackerman The challenge relates to points under §49.9(a)(13), Pending: Challenge being processed pursuant to §49.10(e)
Estates on behalf of client Community Revitalization. The challenge questions whether  of the 2011 QAP.
the development is located in an area covered by the plan
provided. The City of Houston Consolidated Plan directs their
housing efforts to Low to Moderate Income Areas. The
Challenger asserts the development is not located within the
LMI area as claimed.
11080 Hidden Valley Randall Ackerman The challenge relates to points under §49.9(a)(23), Sponsor  Analysis: Pursuant to §49.9(a)(23) of the QAP, a maximum
Estates on behalf of client Characteristics. The challenge questions the two points of 2 points may be awarded for Sponsor Characteristics.

awarded for having a HUB as 51% owner of general partner.
The Challenger contends that the HUB ownership structure
has an expired certificate and, upon further review on
Comptroller's website, the HUB is inactive. The Challenger
believes the application should not receive points for the
item.
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The application reflects that Option B was originally
selected to receive 2 points. The Applicant had originally
submitted a HUB certificate and plan to utilize a Historically
Underutilized Business. The Applicant changed to Option A
in response to an Administrative Deficiency because the
HUB certificate appeared to have expired. The item
received 1 point under Option A for the submittal of a plan
to utilize a Historically Underutilized Business.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(23)
of the 2011 QAP and has determined that no action is
required.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11087 Tidwell Lakes Randall Ackerman The challenge relates to points under §49.9(a)(13),  Analysis: Pursuant to §49.9(a)(13) of the QAP, 3 points may
Ranch on behalf of client Community Revitalization. The Challenger questions whether  be awarded to an application proposing New Construction

being consistent with the goals of a Consolidated Plan is the
same as being consistent with the goals of a Community
Revitalization Plan. Additionally, the site is not located in
one of Harris County's Consolidated Plan Target Areas or the
specific Revitalization Area. The Challenger submitted pages
of the Harris County Consolidated Plan Neighborhood
Revitalization Strategies to illustrate that the only area
indicated in the Plan for revitalization is the Airline
Improvement District. The proposed site is not located
within the boundaries of this area. The Challenger added
that the Applicant states that the site lies within a state
enterprise zone but does not provide evidence that the
Governing Body has “lawfully assigned responsibility for
oversight of communication or activities to a body created or
sponsored by that Governing Body."
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in an area that is part of a Community Revitalization Plan.
The development is located within an unincorporated area
of Harris County and is therefore subject to the Harris
County Consolidated Plan. The Harris County's Plan targets
areas of low-and moderate-income. In addition, the 2011
Action Plan, which uses the concentration of low-income
persons as a criterion to determine priorities, includes a
map that identifies areas with 51% or greater low-income
population. However, Harry County confirmed that the
development is not located within the target area for Harris
County as published.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(13)
of the 2011 QAP and has determined that the application is
not eligible for the point item. Therefore, the points
originally awarded will be rescinded and a revised scoring
notice will be issued.




TDHCA
ID#

Development
Name

Challenger

Nature and Basis of Challenge

Status

11115

Castle Manor

Gilbert M. Piette

The challenge relates to points under §49.9(a)(5),
Commitment of Funding by Governmental Instrumentality.
The Challenger questions the support of a local government
instrumentality because The City of Corpus Christi has not
supported this application with any funds. The City Council
passed a resolution supporting the Palms at Leopard,
#11166, on February 22, 2011. The Challenger has
submitted minutes from the April 16, 2011 Corpus Christi
City Council meeting at which the Palms at Leopard was
recommended for funding in the amount of $865,000. In the
meeting minutes it was noted that initially both Dolphin's
Landing and Palms at Leopard were recommended equally.
However, the minutes state that staff has "checked with the
Department and it was determined that the City essentially
needs to support one project so the project may receive the
points for the tax credits." The Challenger added that none
of the other applications has obtained consent as evidenced
by an Inter-Local Agreement.

The Challenger further asserts that the applications for
Dolphin's Landing, #11227, Lexington Vista, #11045, Palm
Gardens, #11050, and 11115, Castle Manor have included
the HOME funds as part of their financial feasibility and that
without the commitment of The City of Corpus Christi
funding, the applications are not financially feasible.
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Analysis: Pursuant to §49.9(a)(5) of the 2011 QAP, up to 18
points may be awarded for the commitment of
development funding by a Governmental Instrumentality.
In accordance with this section of the QAP, if not already
provided, at the time the executed (TDHCA) Commitment is
required to be submitted, the Applicant must provide
evidence of a commitment approval by the Governing Body
of the Unit of General Local Government, or its designee or
agent, for the Development Funding to the Department.
Documentation of the interlocal agreement is not required
at the time of application. Due to the many variables
associated with the financing of tax credit developments,
Applicants are allowed to substitute funding sources for
this particular scoring item after an application is submitted
to the Department, without the request of staff.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined no action is required, at
this time.



TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11124 People’s El A.C. Gonzalez, The challenge is related to points under §49.9(a)(5), Analysis: Pursuant to §49.9(a)(5) of the 2011 QAP, up to 18
Shaddai Assistant City Commitment of Development Funding by Governmental points may be awarded for the commitment of

Manager, City of
Dallas

Instrumentality. The basis of the challenge as reflected in
the challenge documentation is: the Dallas City Council
voted not to support the project. The Challenger contends
that the Applicant has requested funds from Capital Area
Housing Finance Corporation and that the corporation’s by-
laws require the consent of the applicable Local Political
Subdivision as evidenced by an executed Interlocal
Agreement. The Challenger contends that the City of Dallas
does not intend to execute such an Interlocal Agreement.
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development funding by a Governmental Instrumentality.
In accordance with this section of the QAP, if not already
provided, at the time the executed (TDHCA) Commitment is
required to be submitted, the Applicant must provide
evidence of a commitment approval by the Governing Body
of the Unit of General Local Government, or its designee or
agent, for the Development Funding to the Department.
Due to the many variables associated with the financing of
tax credit developments, Applicants are allowed to
substitute funding sources for this particular scoring item
after an application is submitted to the Department,
without the request of staff. The Applicant has requested
to substitute the source of funds with a Development
Based Rental Subsidy submitted with the application in
response to the challenge.

Staff has concerns whether this, in fact, constitutes local
support as contemplated by this provision; however, the
source does not need to be confirmed until Commitment.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined no action is required, at
this time.



TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11124 People's El State The challenge is related to points under §49.9(a)(5), Analysis: Pursuant to §49.9(a)(5) of the 2011 QAP, up to 18
Shaddai Representative Commitment of Funding by Governmental Instrumentality. points may be awarded for the commitment of

Barbara Mallory
Caraway

The basis for the challenge questions the support of the
project by a local governmental instrumentality because the
City of Dallas voted to deny the project and does not intend
to execute the Interlocal Agreement required by Capital Area
Housing Corporation.
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development funding by a Governmental Instrumentality.
In accordance with this section of the QAP, if not already
provided, at the time the executed (TDHCA) Commitment is
required to be submitted, the Applicant must provide
evidence of a commitment approval by the Governing Body
of the Unit of General Local Government, or its designee or
agent, for the Development Funding to the Department.
Due to the many variables associated with the financing of
tax credit developments, Applicants are allowed to
substitute funding sources for this particular scoring item
after an application is submitted to the Department,
without the request of staff. The Applicant has requested
to substitute the source of funds with a Development
Based Rental Subsidy submitted with the application in
response to the challenge.

Staff has concerns whether this, in fact, constitutes local
support as contemplated by this provision; however, the
source does not need to be confirmed until Commitment.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined no action is required, at
this time.



TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11136 Sphinx at Kristian Teleki The challenge relates to points under §49.9(a)(16), This application has been withdrawn from consideration by
Lawnview Development Location. The basis for the challenge questions  the applicant.

whether the development qualifies as a high opportunity
area. The building elevations and site plan indicate the
development is one story and does not include detached
garage spaces. Additionally, the Area Median Gross income
(AMGI) for the census tract is not greater than the AMGI for
the area, and the project's census tract does not have
greater than 10% poverty population.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined no action is required.
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TDHCA
ID#

Development
Name

Challenger

Nature and Basis of Challenge

Status

11140

Villas of Giddings

Robert H.
Voelker, Munsch,
Hardt, Kopf, &
Harr

The challenge relates to points under §49.9(a)(18),
Developments in Census Tracts with No Other Existing Same
Type Developments Supported By Tax Credits. The basis to
the challenge as reflected in the documentation submitted is
that the Applicant requested points for being in a census
tract where no other existing same type developments are
located. The Challenger contends that the Reference Manual
indicates that a development of the same type does exist
within the census tract and that points should not be
awarded.
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Analysis: Pursuant to §49.9(a)(18) of the QAP, 4 points may
be awarded if the proposed Development is located in a
census tract in which no other existing Developments are
supported by Housing Tax Credits. The census tracts are
outlined in the 2011 Housing Tax Credit Demographic
Characteristics Report. The Applicant submitted an
explanation that while there is another Development
within the census tract serving the general population the
proposed Development will “provide single-family housing
units for larger families.” Staff has reviewed the
documentation included in the challenge as well as the
Applicant’s response and has determined that the census
tract for the Development is not eligible if the application
proposes to serve the general population.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(18)
of the 2011 QAP and has determined that the Application is
not eligible for points under §49.9(a)(18), Developments in
Census Tracts with no Other Existing Same Type
Developments Supported By Tax Credits.




TDHCA
ID#

Development
Name

Challenger

Nature and Basis of Challenge

Status

11140

Villas of Giddings

Robert Voelker on The challenge relates to 10 TAC §53.80, HOME Funds Match

behalf of client

Requirement. The basis for the challenge questions whether
the application will receive HOME funds because the source
of the match was not identified and there is not a
commitment for the matching funds included in the
application. The Challenger asserts that the source of the
match is probably ineligible.

Analysis: Pursuant to the HOME Program Rule at 10 TAC
§53.80, Match equal to 2% of the HOME award must be
provided. The HOME Program guidelines state that
professional services can be donated and counted as Match
if those services were not part of a contract. The
Applicant's response appears to acknowledge that a firm
commitment was omitted in error. Staff has not completed
the review of the HOME portion of the application. The
Applicant would be allowed to correct the provider's
information through the Department's Administrative
Deficiency process.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.10(e) of
the 2011 QAP and has determined that no action is
required, at this time.
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TDHCA Development

ID# Name Challenger Nature and Basis of Challenge Status
11163 The Grove at EIm  John Shackleford The challenge relates to points under §49.9(a)(13), Pending: Challenge being processed pursuant to §49.10(e)
Park on behalf of client Community Revitalization Plan. The basis of the challenge  of the 2011 QAP.

questions the Lubbock Consolidated Plan qualifying as a
Community Revitalization Plan. The Challenger asserts that
the Consolidated Plan does not implement its objectives nor
does it specifically target areas for revitalization. If a city's
broadly written HUD mandated consolidated plan qualified
as a CRP, then every development located in a city with a
consolidated plan would automatically qualify for these
points when clear intent is to reward only those
developments located in areas specifically targeted to be
revitalized. Further, if consolidated plan is eligible, the only
targeted areas are CDBG Target Areas and the proposed
development is not located within one of these areas.The
Lubbock Consolidated plan, together with the Action Plan,
constitute a Community Revitalization Plan. The Action Plan
specifies both where funds go and the areas targeted for
revitalization. The proposed development is not located in
either the current target areas or the eligible areas set forth
in the Action Plan either.

Finally, there is no evidence that the Plan utilized for this
point request was adopted by the local Governing Body by
ordinance, resolution or specific vote. This constitutes an
omission not curable by deficiency and points should not be
awarded for this item.
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TDHCA
ID#

Development
Name

Challenger

Nature and Basis of Challenge

Status

11169

Merritt Bryan
Station Senior
Development

Mark Musemeche The

challenge relates to points under §49.9(a)(2),
Quantifiable Community Participation. The basis of the
challenge questions whether the neighborhood organization
was formed by an agent of the Applicant. Managing
Members of the entity that is the seller of the site for the
project, and the broker representing the seller, appear to
serve as a Registered Agent , Director, and Secretary of Old
Reliance Neighborhood Association. The Challenger asserts
that the October 16, 2010 edition of the Austin American
Statesman includes an article titled, "Investors form
neighborhood groups to help get public financing for
housing." Several of the persons stated as being involved in
the Old Reliance Neighborhood Organization were indicated
as being organizers of four neighborhood associations in
order to get QCP participation support for the proposed
projects.
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Analysis: Pursuant to §49.9(a)(2) of the 2011 QAP, 24
points may be awarded for written statements of support
received by March 1, 2011 from Neighborhood
Organizations on record with the state or county in which
the Development is to be located and whose boundaries
contain the proposed Development site. The Department
received separate responses from the Applicant, Gary A.
Welch, Chair of Old Reliance Neighborhood Association,
and Mr. Blake Rue, Director of Old Reliance Neighborhood
Association. Mr. Benton is the real estate broker for the
land seller and Mr. Rue is the land seller for the proposed
property. The Applicant asserts that Mr. Rue and Mr.
Benton took the initiative to form the Neighborhood
Organization on behalf of the neighborhood, but that once
the paperwork was completed the members elected
officers and directors for the Organization and Mr. Rue and
Mr. Benton were replaced. Although there may be
appearances of "agency", the QAP does not currently
prohibit the land owner from forming a neighborhood
organization.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(2) of
the 2011 QAP and has determined no action is required.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11217 The Overlook at  Kenneth Lewis The challenge relates to points under §49.(a)(13), Analysis: Pursuant to §49.9(a)(13) of the QAP, 3 points may
Plum Creek Community Revitalization. The basis of the challenge be awarded to an application proposing New Construction

questions the use of the City of Kyle's Comprehensive Plan
as a Community Revitalization Plan. The Challenger asserts
that although the letter from the City of Kyle verifies that the
site is within the area covered by the Comprehensive Plan,
the site is not located within the target area of revitalization.
The area of revitalization includes downtown Kyle but the
site is located in the North Ranch District. The North Ranch
District is in a new development district and there is no
indication in the Plan of revitalization in that area. The
Challenger further contends that Comprehensive plans are
general and are intended to "cover visionary planning and
growth objectives" while a Revitalization Plan "targets
specific areas for revitalization and redevelopment."

in an area that is part of a Community Revitalization Plan.
The application documentation includes a letter from the
Mayor of the City of Kyle that states the Overlook at Plum
Creek development site is located within the area covered
by the City of Kyle Comprehensive plan. The letter also
states that the City of Kyle’s Comprehensive Plan acts as a
community revitalization plan. The site is located in North
Ranch District, which is targeted for development in the
Plan.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(13)
of the 2011 QAP and has determined that no action is
required.
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TDHCA Development
ID# Name Challenger Nature and Basis of Challenge Status
11227 Dolphin's Landing Paul Patierno The challenges relate to points under §49.9(a)(26), Analysis: Pursuant to §49.9(a)(26) and §49.9(a)(27) one

Leveraging of Private, State, and Federal Resources and
§49.9(a)(27), Third Party Funding Outside of Qualified Census
Tracts. The basis for the challenge questions whether a
Principal of the source of the funds has a direct relationship
to the General Partner and Developer of the Applicant. The
Challenger contends that Tom McVay is President of
Arlington Capital Corporation, the funding source. A Dun
and Bradstreet report was submitted to illustrate that Tom
McVay is an officer and owner of Arlington Capital
Corporation. The Challenger asserts that Mr. Richard
Whaley, a Board Member/Trustee of Atlantic Housing
Foundation, Inc., a member of the Applicant ownership
structure, is listed as an officer of the funding source in the
Dun and Bradstreet report. Further, the Challenger
submitted a Dun and Bradstreet report that lists Tom McVay
and Richard Whaley as officers for MAS Apartment
Corporation, dba MAS properties. The Challenger believes
the points should not be awarded.
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point may be awarded for leveraging private, state, and
federal resources and for a third party funding source
outside of a qualified census tract, respectively. The
application reflects the source of the funding for both point
items is Arlington Capital Corporation. Mr. Whaley is an
owner of Arlington Capital Corporation and is a Board
member of the Applicant non-profit. This would appear to
be an identity of interest and not represent a true third
party source of funding.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(26)
and (27) of the 2011 QAP and has determined that the
application is not eligible for the point item. Therefore, the
points originally awarded will be rescinded and a revised
scoring notice will be issued.




TDHCA
ID#

Development
Name

Challenger

Nature and Basis of Challenge

Status

11227

Dolphin's Landing Gilbert M. Piette

The challenge relates to points under §49.9(a)(5),
Commitment of Funding by Governmental Instrumentality.
The Challenger questions the support of a local government
instrumentality because The City of Corpus Christi has not
supported this application with any funds. The City Council
passed a resolution supporting the Palms at Leopard,
#11166, on February 22, 2011. The Challenger has
submitted minutes from the April 16, 2011 Corpus Christi
City Council meeting at which the Palms at Leopard was
recommended for funding in the amount of $865,000. In the
meeting minutes it was noted that initially both Dolphin's
Landing and Palms at Leopard were recommended equally.
However, the minutes state that staff has "checked with the
Department and it was determined that the City essentially
needs to support one project so the project may receive the
points for the tax credits." The Challenger added that none
of the other applications has obtained consent as evidenced
by an Inter-Local Agreement.

The Challenger further asserts that the applications for
Dolphin's Landing, #11227, Lexington Vista, #11045, Palm
Gardens, #11050, and 11115 Castle Manor have included the
HOME funds as part of their financial feasibility and that
without the commitment of The City of Corpus Christi
funding, the applications are not financially feasible.
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Analysis: Pursuant to §49.9(a)(5) of the 2011 QAP, up to 18
points may be awarded for the commitment of
development funding by a Governmental Instrumentality.
In accordance with this section of the QAP, if not already
provided, at the time the executed (TDHCA) Commitment is
required to be submitted, the Applicant must provide
evidence of a commitment approval by the Governing Body
of the Unit of General Local Government, or its designee or
agent, for the Development Funding to the Department.
Documentation of the interlocal agreement is not required
at the time of application. Due to the many variables
associated with the financing of tax credit developments,
Applicants are allowed to substitute funding sources for
this particular scoring item after an application is submitted
to the Department, without the request of staff.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined that no action is
required, at this time.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11237 Summer Crest Robert Salas, The challenge relates to points under §49.9(a)(13), Analysis: Pursuant to §49.9(a)(13)(D) of the QAP, up to 3
Senior Director, Community Revitalization. The basis of the challenge as  points may be awarded if the Development is New
Development Neighborhood reflected in the challenge documentation is that points  Construction and is proposed to be located in an area that
and Family should not be awarded for Community Revitalization is part of a Community Revitalization Plan. The Applicant
Services because the Development is not located within the  contends that while it is correct that the Development is

Department, City
of San Angelo

boundaries of an area designated by the city as a community
revitalization zone.
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not located within the City of San Angelo’s targeted
revitalization area, the City's Consolidated Plan includes all
areas of the city. The Applicant believes that the proposed
Development location is in compliance with the
requirements of the QAP because the Consolidated Plan
qualifies as a Community Revitalization Plan, the Plan
includes targeted areas of revitalization, and the Plan
includes the entire City of San Angelo. Staff has evaluated
the documentation submitted by the Challenger as well as
the Applicant's response and has determined that it is the
intent of the QAP that if the Consolidated Plan includes
specific areas of revitalization, the Development should be
located within the boundaries of the targeted area.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(13)
of the 2011 QAP and has determined that the application is
not eligible for the point item if it is not located within the
target areas of revitalization outlined in the City of San
Angelo's Consolidated Plan. A revised Scoring Notice will be
issued.




TDHCA
ID#

Development
Name

Challenger

Nature and Basis of Challenge

Status

11241

Park Hudson

Cynthia Bast on
behalf of Colby
Dension

The challenge relates to points under §49.9(a)(2),
Quantifiable Community Participation (QCP). The Challenger
questions whether the organization qualifies as a
Neighborhood Organization for the purposes of points. The
Challenger asserts that the sole purpose of the Association is
to enforce the Restrictive Covenants. There were not
reasonable measures taken to allow participation because
only the board of directors has operational authority and is
not elected by its members. Additionally, the Association did
not notify its members of the intent to support the
Development until after the letter of support was submitted.
The Challenger further contends that there are
inconsistencies for the true boundaries of the Association
and with the information submitted to the Department.
Evidence should be submitted that the site is located within
the area described in the covenants or evidence that the
covenant has expanded and there is additional acreage
should be present.

Page 35 of 38

Analysis: Pursuant to §49.9(a)(2) of the 2011 QAP, an
application may receive up to 24 points for statements
provided by qualified neighborhood organizations. The Park
Hudson Property Owners Association, Inc. has existed for
many years and the Association provided the certifications
required by the Department in accordance with the QAP.
Without evidence to the contrary, staff must presume that
they have followed their by-laws even if their method
appears less than democratic.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(2))of
the 2011 QAP and and has determined that no action is
required.




TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11245 Bar T Apartments The challenge relates to a potential violation of the §49.5(b),  Analysis: Pursuant to §49.5(b) of the 2011 QAP, the
$2 Million Cap Limit. The Challenger asserts there are related Department shall not allocate more than $2 million of tax
parties between the principals of applications for 11245, credits in any given Application Round to any Applicant,
11246, and 11248 and there is a violation of the $2 million eveloper, Related Party, Affiliate or Guarantor. These
11246 Tylor Grand credit limit cap. The basis of the challenge is: the principals  applications are still under review by the Department and
of the referenced applications operate as one development  until final recommendations for awards are solidified, the
company, Pinnacle Housing Group, LLC, and as such are  $2 million test will not be finalized.
related parties that should be subject to the $2 million cap.
The principals did not disclose that they are related parties
11248 Singing Oaks P P . Y P . Resolution: The Department has evaluated the challenge
and changed the names of the managing General Partners in . .
. . pursuant to the methodology outlined in the §49.5(b)of the
each application to remove any reference to Pinnacle . . .
. 2011 QAP and and has determined that no action is
Housing Group, LLC. . —
required, at this time.
11258 Brook Village A.C. Gonzalez, The challenge relates to points under §49.9(a)(5), Analysis: Pursuant to §49.9(a)(5) of the 2011 QAP, up to 18
Apartments Assistant City Commitment of Development Funding by Governmental points may be awarded for the commitment of

Manager, City of
Dallas

Instrumentality. The basis of the challenge as reflected in
the challenge documentation is: the Dallas City Council
voted not to support the project. The Challenger contends
that the Applicant has requested funds from Capital Area
Housing Finance Corporation and that the corporation’s by-
laws require the consent of the applicable Local Political
Subdivision as evidenced by an executed Interlocal
Agreement. The Challenger contends that the City of Dallas
does not intend to execute such an Interlocal Agreement.
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development funding by a Governmental Instrumentality.
In accordance with this section of the QAP, if not already
provided, at the time the executed (TDHCA) Commitment is
required to be submitted, the Applicant must provide
evidence of a commitment approval by the Governing Body
of the Unit of General Local Government, or its designee or
agent, for the Development Funding to the Department.
Due to the many variables associated with the financing of
tax credit developments, Applicants are allowed to
substitute funding sources for this particular scoring item
after an application is submitted to the Department,
without the request of staff. The Applicant’s response
refers to §49.9(a)(5)(ix) and states there is time to
“continue working with the neighborhood, City Council,
and City staff to garner support for the application.”




TDHCA Development
ID# Name Challenger Nature and Basis of Challenge Status

Staff has reviewed the documentation included in the
challenge as well as the Applicant’s response and has
determined that the Applicant submitted the appropriate
documentation at the time of application and because the
QAP allows for a substitution, the Applicant has until the
time of Commitment to provide an appropriate substitution
of funds.

Resolution: The Department has evaluated the challenge
pursuant to the methodology outlined in the §49.9(a)(5) of
the 2011 QAP and has determined that no action is
required, at this time.
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TDHCA

Development

ID# Name Challenger Nature and Basis of Challenge Status
11258 Brook Village Kristian Teleki The challenge relates to points under §49.9(a)(16), This application has been withdrawn from consideration by
Apartments Development Location. The basis of the challenge is that  the applicant.

points should not be awarded because the Development
does not meet the requirements of an urban core. The
zoning information provided does not show adjacent block
groups zoned to accommodate a mix of medium high density
residential and commercial uses. The Challenger submitted
census tract and aerial photographs as evidence that the
project is located in Census Tract 78.18, which is 100% 1,2,
and 3 story multifamily. The surrounding census tracts are
as follows: Census tract 78.19 is zoned commercial and
currently has one-story retail and parking lots, Census Tract
78.15 is primarily a middle school, and Census Tract 78.16 is
entirely 1, 2, and 3 story multifamily. The Downtown Dallas
360 Plan was submitted as evidence that high density areas
are considered developments with 10 or more stories and
100 or more units per acre. The Challenger asserts that the
Development does not qualify for the points.
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Housing and Community Services, Inc.

8610 North New Braunfels, Suite 500
San Antonio, Texas 78217-6397

Phone 210.821.4300
Fax 210.821.4303 + Toll Free 868.732.3394
Email: gilp@hcscorp.org

June 14,2011

Robbye Meyer

Director of Multifamily Finance

Texas Department of Housing and Community Affairs
P.O. Box 13941

Austin, Texas 78711-3941

Re:  Low Income Housing Tax Credit Applications:
11227 Dolphin’s Landing Apartments -
11115 Castle Manor Apartments
11045 Lexington Vista
11050 Palm Gardens
Clarification QAP — 49.9(a)(5)Commitment of Development Funding
by Units of General Local Government Clarification of economic
viability

Dear Ms. Meyer:

The purpose of this letter is to request clarification and justification for the
points awarded to the above noted applications under 49.9(a)(5) and to inquire
how these applications are economically viable without an award of Corpus -
Christi HOME funds. Region 10 of the 2011 Texas Qualified Allocation Plan
incorporates the City of Corpus Christi where six of the project applications are
located.

First and foremost, the City of Corpus Christi has not supported the above four
referenced applications with any funds. On February 22, 2011 the City Council
of Corpus Christi passed a resolution supporting tax credit application 11166,
The Palms at Leopard (see Exhibit 1). Further emphasizing this project as a
priority for the City, on April 26, 2011 the Corpus Christi City Council
awarded all of its 2011 funding for housing (HOME funds) to tax credit
application 11166, The Palms at Leopard as it meets multiple housing priorities
for the City (see Exhibit 2), including but not limited to, building a new project
in an area targeted for redevelopment, transferring residents from an obsolete

~ property which in turn will be torn down, and transferring the project based


lcline
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section 8 subsidy to the new location. Consequently, none of the above four referenced applications
have local funding nor are they a priority for the City.

Second, none of the four referenced applications have obtained consent from the applicable Unit of
General Local Government as evidenced by an executed Inter-local Agreement. The City of Corpus
has not executed an Inter-local Agreement and does not intend to execute one that would allow
another application to circumvent the 2011 top pnonty established by the Corpus Christi City
Council at its meeting on February 22, 2011.

In addition, please verify the financial feasibility of applications 11227, 11045 and 11050 each of
which included funding from the City of Corpus Christi as part of their financial feasibility. It
appears that without funding from the City of Corpus Christi these applications are not financially
feasible. '

We respectfully request that you deduct the 18 points for the commitment of development funding
by units of general local government as the local Governing Body (City of Corpus Christi) where the
four referenced projects are located has not provided 2011 general local government support. If
these points are deducted from these applications then tax credit application 11166 The Palms at
Leopard, which the City of Corpus Christi has designated as its highest pnonty, would be the top
application in Region 10 and would qualify for tax credit funding.

Your earliest consideration of this matter would be greatly appreciated.

Sincerely,
Gilbert M. Piette
Executive Director

Attachments: Exhibits 1 and 2
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EXHIBIT 1

City of Corpus Christi
Council Resolution
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- RESOLUTION

DECLARING THE CITY OF CORPUS CHRISTI'S SUPPORT OF THE
DEVELOPMENT OF THE PALMS AT LEOPARD STREET :

WHEREAS, The Palms at Leopard Street, Ltd. Has proposed a development for
affordable rental housing on a tract of land on Palm Avenue between Lipan Street and
Leopard Street named The Palms at Leopard Street in the City of Corpus Christi,
Texas; and,

WHEREAS, The Palms at Leopard Street, Ltd. Intends to submit an application
to the Texas Department of Housing and Community Affairs (TDHCA) for 2011 Housing
Tax Credits funds; and,

WHEREAS, The Palms at Leopard Street is intended to serve as a replacement
site for the units at the existing Northside Manor Apartments which is in dire need of
demolition and relocation of families due to substandard living conditions and —
deterioration of the neighborhood; and,

WHEREAS, the development of The Palms at Leopard Street will bring much
needed reinvestment to a major Urban Core area of the City marked by a medium and
high density residential and commercial uses;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF CORPUS CHRISTI, TEXAS THAT:

Section 1. The City of Corpus Christi supports the development of The Paims at
Leopard Street as its first priority application in the Region 10-Urban area designated by
the State of Texas that includes the City. -

DULY adopted at a regular mesting of the City Council of the City on the ’24
day of f&éﬂuuu%&ﬁfﬁ , 2011.

ATTEST: CITY OF CORPUS CHRISTI
Armando Chapa U © o Joe Mame, Mayor
City Secretary R

028973
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APPROVED AS TO LEGAL FORM:

By:

Carlos Valdez, City Atforney
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Corpus ihristi, Texas
T we .
XQ day of J Wﬂ/\?‘l 2011

The above Resolution was passed by the foHo'wing vote:

3

Joe Adame

~N
ja

£

Chris N. Adler

Larry R. Elizondo, 5r,

~J

SRS

Kevin Kieschnick

Priscilla Leal

John E. Marez
, i
" Nelda Martinez
Mark Scott ' /‘%M ’//
Linda Strong : 247/)(/

028973
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EXHIBIT 2

Excerpts from Corpus Christi City Council
Meeting — 4/26/2011
Award of HOME Funds to The Palms at
Leopard
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MINUTES

CITY OF CORPUS CHRISTI, TEXAS
Regular Council Meeting
April 28, 2011 - 12:00 p.m.

PRESENT
Mayor Joe Adame
Mayor Pro Tem Nelda Martinez

Council Members: City Staff:
Chris Adler _ [nterim City Manager Margie C. Rose
Larry Elizondo, Sr.** City Attorney Carlos Valdez
Kevin Kieschnick City Secretary Armando Chapa
John Marez
Mark Scott
Linda Strong*
ABSENT
Priscilla Leal

*Arrived at 12:32 p.m.
**Arrived at 1:38 p.m.

Mayor Adame called the meeting to order in the Council Chambers of City Hall. -

The invocation was delivered by Council Member Martinez and the Pledge of Allegiance to
the United States flag was led by Council Member Marez,

City Secretary Chapa called the roll and verified that the necessary quorum of the Council
and the required charter officers were present to conduct the meeting.

Mayor Adame called for approval of the minutes of the Workshop meeting of Aprit 12, 2011
and the regular Council meeting of April 19, 2011. A motion was made and passed to approve the
minutes as presented. 4

LRI A A

‘Mayor Adame called for consideration of the consent agenda (ltems 2 - 18). There were no
comments from the public. Council members requested that ltems 4, 5, 7, 8, 12 and 15 be pulled for
individual consideration. City Secretary Chapa polled the Council for their votes as follows:

2. MOTION NO. 2011-096

Motion approving a supply agreement with Ferguson Enterprises, Corpus Christi, Texas for
approximately 3,755 non-shear flexible couplings ranging in size from 3" to 10%, in
accordance with Bid Invitation No. BI-0030-11, based on low bid, for an estimated annual
expenditure of $76,069.52 of which $19,017.38 is budgeted for FY10-11. The term of the
contract is for twelve months with options to extend for up to two additional twelve-month
periods, subject to the approval of the contractor and the City Manager, or designee. These
items are purchased into the Warehouse Inventory and charged out to the Wastewater
Department. -

The foregoing motion was passed and approved with the following vote: Adame, Adler,
Kieschnick, Marez, Martinez, and Scott, voting “"Aye”; Elizondo, Leal, and Strong were
absent.
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Minutes — Regular Council Meeting
April 26, 2011 ~ Page 11

owners were not informed by the City that there were problems with the property at 1414 Leopard
and so the property owners concentrated their efforts to demolish the property at 1420 Leopard.

The following topics pertaining to this item were discussed: the date of the last inspection;
the anticipated costs to restructure the property; whether the owner has received bids that include a
structural analysis; the proposed use for the property; when the property owner would begin
improvements to the property if an appeal is granted; concern with the deterioration of the property;
and notification to the property owner for 1414 Leopard.

Mayor Adame called for comments from the audience. Abel Alonzo, 1701 Thames, stated
that it is not easy to demolish someone’s property however based on the presentation by staff the
City has no choice but to deny the appeal.

Mr. Kieschnick made a motion to deny the appeal. The motion was seconded by Ms.
Martinez. City Secretary Chapa polled the Council for their votes as follows:

23. MOTION NQ. 2011-104

Motion to deny an appeal by Mr. Manuel N. Cantu, Jr., of the Building Standards Board’s
decision to require demolition of a structure(s) located at Lot 4, Block 1, West End,
commonly known as 1414 Leopard Street.

The foregoing motion was passed and approved with the following vote: Adame, Adler,
Elizondo, Kieschnick, Marez, Martinez, Scott, and Strong, voting “Aye”; Leal was absent.

Mayor Adame opened discussion on Item 25 regarding the Downtown Street (Chaparral)
project. Director of Engineering Services Pete Anaya introduced the presentation team including
Raymond Gignac with Gignac & Associates and Carl Crull with HDR Engineering. Mr. Anaya
explained that this is item is for the design of the project and allows the City to go out for bids on
Chaparral Street. Mr. Anaya reported that the project would be bid two ways including a complete
closure and a partial closure. Mr. Anaya also stated that the City is going to resubmit the U.S.
Department Economic Development Administration (EDA) grant in the amount of $3.7 million. Mr.
Gignac referred to a powerpoint presentation including the proposed design for the crosswalks,
intersections parking and travel lanes; sidewalk paving; an aerial view; a realistic view of
intersection; example of catenary lighting; and the proposed schedule.

The following topics pertaining to this item were discussed: the EDA grant funding; status of
the kiosks at the Bayfront Park; start of construction date; and landscaping.

Council Member Martinez requested a future agenda item on the kiosks at the Bayfront Park.
There were no comments from the audience. City Secretary Chapa polled the Council for their
votes as follows:

25. MOTION NO. 2011-103

Motion authorizing the City Manager or designee to execute Amendment No. 2 to the
Contract for Professional Services with Gignac Architects of Corpus Christi, Texas, in the
amount of $407 503, for a total re-stated fee of $757 883 for the Downtown Street
(Chaparral) project. (BOND ISSUE 2008)

The foregoing motion was passed and approved with the following vote: Adame, Adler,
Elizondo, Kieschnick, Marez, Martinez, Scott, and Strong, voting “Aye”; Leal was absent.
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Minutes — Reguiar Council Meeting
April 26, 2011 — Page 12

Mayor Adame opened discussion on ltem 24 regarding the adoption of the FY2011-2012
Consolidated Annual Action Plan. Director of Neighborhood Services Eddie Ortega reported that the
City has received the further estimates from the U.5. Department of Housing and Urban
Development with a reduction of 16 2 % and highlighted the following changes: an additional
reduction for CDBG- Program Administration in the amount of $30,315 for a total funding level of
$401,309; a reduction of CDBG-Code Enforcement Program in the amount of $25,000; a reduction
of $25,000 for the CDBG- Comprehensive Planning Assistance Program; funding of $100,000 for
the CDBG-Ethel Eyerly Senior Genter by eliminating funding from the CDBG-Neighborhood Initiative
Program & Model Block Revitalization Program in the amount of $100,000 (working on the
assumption that have available funding from previous years to support this year); reduction of
$25,000 for CDBG-Rehabilitation Services; funding for CDBG-Amistad Community Health Centerin
the amount of $31,024; reduction from CDBG-Coastal Bend Alcohol & Drug Rehabilitation Center
d/bla Charlie’s Place in the amount of $31,024; and a reduction of $5,766 to all of the agencies
recommended for funding with the exception of CDBG-Boys and Girls Club which was reduced in
the amount of $5,756.

Mr. Ortega announced that the Emergency Shelter Grant (ESG) program received an
additional $56,424 and each ESG program received an additional $5,936 with the exception of the
ESG-Administrative Costs which received an additional $2,811. Mr. Ortega announced that the
HOME program received an additional $4,174 and highlighted the following changes: HOME
Administration/Technical Assistanice receiving an additional $7,745 for a total of $156,662; HOME-
Major Rehabilitation program receiving a total of $764,965, HOME-Nueces County Commumty
Action Agency receiving a total of $300,000; and The Palms at Leopard will be recommended for
funding in the amount of $865,000. Mr. Ortega reported that after the last meeting, staff
recommended funding Dolphin's Landing and The Palms at Leopard equally, however, after
checking with the Texas Department of Housing and Community Affairs, it was determined that the
City essentially needs to support one project so that the project can receive the 16 points for tax

credits. —t

Mayor Adame called for comments from the audience. Abel Alonzo, 1701 Thames, stated
that MHMR is extremely grateful for the funding that was provided. Eric Martinez, Association
Coordinator for the World Changers Projects, thanked Mr, Ortega and Neighborhood Services
employees Diana Garza and Tony Recio for their support of the World Changers Project and the
CDBG-Neighborhood Initiative Program & Model Block Revitalization Project. Mr. Martinez asked
the Council to continue to support the use of anticipated funds available for the Model Block
Program. Therese Perez, Corpus Christi Hope House, expressed gratitude for the funding provided
for the shelter. Michael Wynn, Atlantic Housing, spoke on behalf of Dolphin’s Landing and thanked
the Council for listening to concerns during the April 12" meeting. Council Member Martinez
reiterated that staff was not supporting funding for Dolphin’s Landing. Jaime Nodarse, Amistad
Community Health Center, thanked the Council for their reconsideration for funding CDBG-Amistad
Community Health Center. Mark Lechner, Lexington Vista and Paim Gardens, stated that it was
hard to argue with staff's recommendation for their support to one HOME project to receive tax
credits. Mr. Lechner provided information on both proposed projects and requested that Council
consider a mechanism to transfer HOME funds to the project that gets awarded by TDHCA. Jose
Mascorro, Housing and Community Services, spoke regarding The Palms at Leopard Project and
thanked staff for their hard work on this project and the importance of the City supporting the project
100% to ensure tax funding does come to the City of Corpus Christi.

Mr. Scott made a motion to amend the Consolidated Annual Action Plan to include changﬂ
as recommended by staff in today’s handout. The motion was seconded by Mr. Elizondo




MF RCV'D Wednesday, June 15, 2011 4:20 PM

Minutes — Regular Council Meeting
April 26, 2011 - Page 13

The foregoing motion was passed and approved with the following vote: Adame, Adler, .
Elizondo, Kieschnick, Marez, Martinez, Scott, and Strong, voting “‘Aye”; Leal was absent.

City Secretary Chapa polled the Council for their votes as follows:

24. RESOLUTION NO. 020047

Resolution adopting the Fiscal Year 2011-12 Consolidated Annual Action Plan (“CAAP")
which includes the Community Development Block Grant (CDBG), Emergency Shelter Grant
(ESG), and Home Programs (HOME); authorizing the City Manager or designee to submit
the Fiscal Year 2011-12 CAAP to the U. S. Department of Housing and Urban Development
(“HUD"); and authorizing the City:-Manager or designee to execute all necessary documents
to make changes in the Fiscal Year 2011-12 CAAP if required by HUD.

The foregoing resolution was passed and approved as amended with the following vote:
Adame, Adler, Elizondo, Kieschnick, Marez, Martinez, Scott, and Strang, voting “Aye”; Leal
was absent. :

EE R B B

Mayor Adame returned to discussion on ltem 8 regarding the acceptance of an anonymous
donation for the decorative lighting of the Harbor Bridge project. City Secretary Chapa polled the
Council for their votes as follows:

8a  RESOLUTION NO. 029036

Resolution authorizing the City Manager or designee to accept an anonymous donation in
the amount of $300,000 for support of the decorative lighting of the Harbor Bridge project,

The foregoing resolution was passed and approved with the following vote: Adame, Adler,
Elizondo, Marez, Martinez, Scott, and Strong, voting "Aye"; Kieschnick voting “No”; Leal was
absent.

8h. ORDINANCE NO, 029037

Ordinance appropriating $300,000 from an anenymous donation into the No. 1020 General
Fund for support of the decorative lighting of the Harbor Bridge project; changing the FY
2010-2011 Operating Budget adopted by Ordinance No. 028683 to increase revenues and
appropriations by $300,000 each.

An emergency was declared, and the foregoing ordinance was passed and approved with
the following vote: Adame, Adler, Elizondo, Marez, Martinez, Scott, and Strong, voting “Aye”;
Kieschnick voting “No”; Leal was absent.

Mayor Adame opened discussion on ltem 12 regarding the Memorial Coliseum Demolition
Project. Director of Engineering Services Pete Anaya provided a project budget showing the
construction liquidated damages in the amount of $70,000 and the $28,000 for Amendment No. 1to
the contract with R.H. Shackelford, Inc. In response to Council Member Scott, the net savings onthe
project is approximately $42,000. City Secretary Chapa polled the Council for their votes as follows:
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June 27, 2011

Ms, Raquel Morales

Texas Department of Housing and Community Affairs
221 East 11" Street

Austin, TX 7870-2410

RE: Lexington Vista #11045 Challenge

Dear Raquel,

We represent Downing Place, LP, the Applicant for Lexington Vista, TDHCA application
#11045. This letter is in response to a challenge submitted by Housing and Community
Services, Inc. with respect to our Application located in Corpus Christi, Texas. Below are our
responses to the item being challenged.

1.

The first item relates to Housing and Community Services, Inc. assertion that Lexington
Vista points awarded related 49.9(a)(5) needs justification since the City of Corpus
Christi isn’t in support of the project and The Palms at Leopard received priority for
HOME funds on April 26", 2011 by the City of Corpus Christi City Council. Per the
QAP under 49.9(a)(5)(iii), “an applicant may substitute any source in response to an
Administrative Deficiency Notice or after the application has been submitted to the
department.” If the applicant doesn’t receive HOME funds from the City of Corpus
Christi, the applicant will request Capital Area Housing Finance Corporation to replace
the finance commitment at that time,

Secondly, the Housing and Community Services, Inc. argues Lexington Vista has not
obtained consent from the applicable Unit of General Local Government as evidenced by
an executed Inter-Local Agreement. Per the QAP under 49.9 (a)(5)(ix),”at the time the
executed Commitment is required to be submitted, the Applicant or Development Owner
must provide evidence of a commitment approved by the Governing Body of the Unit of
General Local Government or its designee or agent, for the Development Funding to the
Department.” The applicant has already been in correspondence with the City of Corpus
Christi to have an interlocal agreement to be executed in the month of July,

. Lastly, Housing and Community Services, Inc. are simply wrong about City of Corpus

Christi not supporting the project. The applicant has met with the City multiple times as
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a result; the City of Corpus Christi Mayor and Councilmember are in support of project.
Please see support letters in Exhibif “A.”

We appreciate Housing and Community Services, Inc. comments and concerns regarding our
Application, but believe that they have already been appropriately addressed with the
Department at this time.

Please do not hesitate to contact me at 502-639-8032 or email at mlechnerl@bellsouth.net.

Sincerely, Ve

Mark Lechner

Manager
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Larry Elizondo, Sr.
COUNCIL MEMBER
DISTRICT 5

Irefizondosr@hotmal.com

7230 Yaupon Drive
Corpus Christi
Texas 78414

Phone 361-826-3105

www.cclexas.com
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Texas Department of Housing and Community Affairs May 25, 2011
221 East 11™ Street

Austin, TX 7870-2410

RE: Lexington Vista Development

TDHCA Board Members,

Dear TDHCA Directors and Staff,

This letter is written to demonstrate the full support of the proposed Lexington Vista Senior
Development project by MBL Derby City Development, LLC to be located in Corpus Christi.
The City of Corpus Christi, along with Brighton Village Neighborhood Association is excited and
anxiously awaiting for the project to be funded by TDHCA.

City of Corpus Christi additionally requests the project to receive a forward commitment for tax
credits if the project doesn’t receive a 2011 allocation. The City of Corpus Christi is in need of
senior affordable housing. The City of Corpus Christi hasn’t received a new senior affordable
housing for over 10 years. The proposed site is ideal, centrally located near Kindred Hospital and
Christus Spohn Memorial Hospital, local library and commercial strip centers.

The City of Corpus Christi thanks the Texas Department of Housing and Community Affairs for its
efforts to provide housing for seniors in Corpus Christi. We certainly are optimistic that
Lexington Vista be approved by your full Board of Directors and staff.

Please do not hesitate to contact me or my office if you need additional information.

Sincerely,

E N YN N

larry Elizondo, Sr.
City Councilman District 5
City of Corpus Christi
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June 27, 2011
Ms. Raquel Morales

Texas Department of Housing and Community Affairs
221 East 11™ Street
Austin, TX 7870-2410

RE: Palm Gardens #11050 Challenge
Dear Raquel,

We represent Sandra Place, LP, the Applicant for Palm Gardens, TDHCA application #11050.
This letter is in response to a challenge submitted by Housing and Community Services, Inec.

with respect to our Application located in Corpus Christi, Texas. Below are our responses to the
item being challenged.

. The first item relates to Housing and Community Services, Inc. assertion that Palm Gardens
points awarded related 49.9(a)(5) needs justification since the City of Corpus Christi isn’t in
support of the project and The Palms at Leopard received priority for HOME funds on April 26,
2011 by the City of Corpus Christi City Council. Per the QAP under 49.9(a)(5)(iii), “an
applicant may substitute any source in response to an Administrative Deficiency Notice or after
the application has been submitted to the department.” If the applicant doesn’t receive HOME
funds from the City of Corpus Christi, the applicant will request Capital Area Housing Finance
Corporation to replace the finance commitment at that time.

. Lastly. Housing and Community Services, Inc. are simply wrong about City of Corpus Christi
not supporting project. The applicant has met with the City multiple times as a result; the City of
Corpus Christi Mayor is in support of project. Please see support letter in Exhibit “A.”

We appreciate Housing and Community Services, Inc. comments and concerns regarding our

Application, but believe that they have already been appropriately addressed with the
Department at this time.

Please do not hesitate to contact me at 502-639-8032 ot email at mlechner 1 {@bellsouth.net.

Sincerew?

Mark Lechner
Manager
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100 Congress, Suite 300

Austin, TX 78701

| : Telephone: 512-305-4700
| Fax: 512-305-4800
www.lockelord.com

Locke LordBissell &Liddell... Cynthia L. Bast

Direct Telephone: 512-305-4707
Attorneys & Counselors Direct Fax: 512-391-4707

cbast@lockelord.com

June 14, 2011

ViAa HAND DELIVERY

Ms. Raquel Morales

Texas Department of Housing and Comraunity Affairs

221 East 11th Street <
Austin, Texas 78701-2410 i

Re:  Sweetwater Bend, TDHCA No. 11051 (the "Application™) !

Dear Raquel: S

We represent the housing tax credit applicant for Tidwell Lakes Ranch, TDHCA No.
11087 in Urban Region 6 (the “Client”). Contact information for the Client is as follows:

-
W. Barry Kahn <
5325 Katy Freeway
Suite One
Houston, Texas 77007-2257
(713) 871-1916 fax
bkahn@hettig-kahn.com

On behalf of the Client, and in accordance with Section 49.10(e) of the Qualified
Allocation Plan, we present the following questions or concerns about the Application

referenced above. Capitalized terms used but not defined in this letter will have the meanings
given them in the Qualified Allocation Plan.

(1) The first question is with regard !» the request for points under 49.9(a)(8), The Cost of
the Development by Squate Foot. The total direct construction costs listed in the
Application are $7,304,360 and the rentable square footage is 80,476, for costs per
square foot of $90.76. The QAP only allows $87 per square foot for a family
development in a First Tier County. Thus the request for points fails under this section.

We recognize that if a building has four or more stories with interior corridors that are
enclosed, heated and/or cooled and otherwise finished, the interior corridor space can
be included for purposes of this calculation. However, in Volume 1 Tab 2, the Applicant
did not identify any such interior corridor space. Moreover, in Volume 1, Tab 8 and
Volume 3, Tab 1, the Apulicant identified the maximum number of stories as 3. This is
consistent with the elevation draw:ngs, which show the buildings to either be two or three
story buildings. While there is o+ indication there may be some sort of ground floor

Attarsn Agstn, Ghaoags, Dallas, Hong Kong, Hloustles Lande - Los Angeles. New Crileans, New York, Sacremenie. San Francisco, Washogten DO
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Ms. Raqguel Morales
June 14, 2011

Page 2

(2)

elevation, it is not clear as to how high, if any, the buildings are elevated and whether
such amount equates to the height of a story. The narrative does not describe the
buildings as being elevated. Two of the buildings only have two floors and thus would
not qualify as four story buildings under any circumstance. Further if the remaining two
buildings were elevated buildings, guard rails (like on the upper floors) would be needed
at the first floor stairs and patios. And stairs would be needed on the side entry door
shown on the side elevation. Otherwise this apparent maintenance room would be left
hanging.

Further, based on the drawings, the corridors are open on the remaining two 3 floor
buildings. This is proven on the plan elevations which show no building entry doors (see
crosshatching on patio doors and doors shown on side elevation drawings), no windows
for upper floor corridor ventilation, stairs that are shown to be visible, open and
unprotected, and no enclosure with door for access below the first floor. Thus the
exception for four story buildings with enclosed corridors is not met (see Exhibit “A”).

It appears that the error made by this Applicant was including the common area in the
square footage for the calculation. If the common area identified on Volume 1, Tab 2 is
included, the cost per square foot is less than $87. However, common area is not
considered “Net Rentable Area” for purposes of this scoring item. The ten points
should be disallowed.

The next question with regard to points is under 49.9(a)(13)(D), Community
Revitalization. This section awards points for a Development located in an area
identified in a published and adopted Community Revitalization Plan. A Community
Revitalization Plan is defined as a document that targets specific geographic areas for
revitalization and residential development.

The Applicant included the 3-Year Consolidated Plan for the entire City of Galveston for
the CDBG and HOME programs in its application (the “Plan”). It is questionable whether
the Plan constitutes a Community Revitalization Plan under the definition of the QAP.
The Plan is mandated by HUD as part of the City's receipt of CDBG and HOME funds. It
is not a document that is intended to target specific geographic areas for revitalization.
The applicant tried to equate the disaster recovery efforts outlined in the Plan to
revitalization, by making handwritten notations throughout the Plan. Disaster recovery
and revitalization are two different things. Moreover, the word “revitalization” is only
used in the Plan with reference to non-housing community development activities (see
pages 20, 134, and 146) and public housing {see pages 90 and 140).

If the Plan could be deemed to target specific geographic areas, those would be the
“CDBG Target Areas” described in the Plan. On page 22 of the Plan, it states the
mission of the housing departmenit is to “take the city, especially the CDBG Target Areas
and low- to moderate-income residents, beyond pre-tke conditions, A CDBG Target
Area is described as having 51% or more low- and moderate-income residents.
Sweetwater Bend is located in census tract 48167726000 which is deemed an upper
income tract with a median income of $98,444 (see Exhibit “B") which is 151% of the
MSA/MD Median Family Income. This is not a CDBG Target Area, and new

AUS:0053143/00000:459297v1



Ms. Raquel Morales
June 14, 2011

Page 3
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(4)

development in an upper income neighborhood by its nature is not part of a community
revitalization plan.

For all these reasons, we believe the Consolidated Plan delivered to HUD is not a
Community Revitalization Plan. But even if it is, the Plan identifies CDBG Target Areas
to be benefitted, and Sweetwater Bend is not located in a CDBG Target Area. The
three points should be disallowed.

The referenced application appears to be an Ineligible Application under 49.4(b){(11) as
more than 50% of the Developer Fee will have to be deferred. On Applicant’s
sources and uses and on the syndicator's listing of financing sources, both attached
hereto as Exhibit “C”, it is noted that part of the permanent financing is a one year loan
from Strategic Housing Finance Corporation. Funding that otherwise would be used for
Developer Fee will need to be used to repay this one-year loan in the amount of
$627,905. Thus the deferred developer fee will be increased from $108,847 to $736,752
(see Exhibit “C1"). With a total Developer Fee of $1,270,000, the revised deferred
amount would exceed 50% of the Developer Fee and would thus would make the
Application ineligible.

The Applicant did not include a required financing narrative, as required for Volume 1,
Tab 4, Part B. The Applicant included a syndicator letter, which has a section describing
anticipated debt sources and uses, and copies of the commitment letters for those
sources, but these items do not constitute a financing narrative.

Moreover, the Applicant did not include the debt service of the second mortgage in the
30 year proforma on Volume 1, Tab 2. The commitment for the loan from Strategic Site
Partners calls for an 18 year term with a 30 year amortization. This implies that the loan
will be repaid in regular installments over 18 years, with a final balloon payment to cover
the remainder of the principal. If this additional debt service is added to Volume 1, Tab
2, the DSC in Year 1 is reduced to 1.148, below the Department minimum requirement
(see Exhibit “D"), further disqualifying the application.

Please note this is a nonconforming third party loan providing 18 year financing at AFR
with a 30 year amortization as a second morigage. If this below market loan does not
occur and it would have to be replaced in the open market, the interest rate would be
higher, and the DSC will be further reduced.

if the Applicant tries to cure item 3 above by reducing deferred Developer Fee by increasing
the debt, then item 4 is more of a problem with an even lower debt service coverage. Vice
versa, if the Applicant tries to cure item 4 by decreasing the debt, then the deferred
Developer Fee in item 3 would be even higher, and it is already beyond 50%.

AUS:0053143/00000:459297v1



Ms. Raquel Morales
June 14, 2011
Page 4

In summary, we trust the Department will reduce the points on the referenced Application for the
flaws identified in paragraphs (1) and (2) above and, more importantly, terminate the Application
for failure to meet threshold requirements if appropriate because of the flaws described in
paragraphs (3) and (4) above. ‘

Sincerely,

Cynthia L. Bast

cc: Robbye Meyer
W. Barry Kahn

Exhibit A --  Building elevations and construction
Exhibit B -- Census tract and Consolidated Plan
Exhibit C --  Sources and uses

Exhibit C1 -- Deferred developer fee
Exhibit D -  Debt service

ALS:0053143/00000:459297v1
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AG A
TIONS AND AMENITIES

PART B, SPECIFICA

SITE ATTRIBUTLS (mark with a "x")
Total Acquisition Acreage: 9.24 Development Site Acreage: 9.24 # Units per Acre:  8.225
[] single site [ Jcontiguous Multiple Sites (# ) []  Scattered Sites (# Sites )

+

* Note: If Scattered Site, submit evidence of ycattered site pursuant to ASPM behind this tab.

DEVELOPMENT ATTRIBUTES Selections must be consistent with submiited architectural plans
# of Residential Buildings: 4 Maximum # of Floors: 3 # of Non-Residential Buildings: 1

Configuration:
D Duplex I:l Fourplex I:l Townhome

>4 units per building |:|Scattered Site I:l Single family construction

Transitional (per §42())(3)(B))
SRO (per §42(i)(3)(B}))

Firc Sprinkler in all residential areas i of Passenger Elevators: Wt. Capacity:

EXTERIOR Selections must be consistent with submitted architectural plans

Subfleor Walls
Wood _____ % Plywood/Hardboard
Concrete Slab ____ % Vinyl or Aluminum Siding
|:| Other ___5 % Masonry Veneer
___ 95 %Fiber Cement Siding
% Stucco
___ %Other  (Describe)
Parking Roofs
____#Bhed or Flat Roof Carport Spaces I:l Built-Up Tar and Gravel
_____ #Detached Garage Spaces Comp. Shingle
_____#Attached Garage Spaces I:l Comp. Roll
_____#Uncovered Spaces I:l Llastomeric
_167 #Parking Garage Spaces El Wood Shake

I:l Other {Describe)

INTERIOR Selections must be consistent with submitted architectural plans

Flooring Air System
___ 60 % Carpet D Forced Air
__40 % Resilient Covering El Furnace
____ % Ceramic Tile EI Hot Water
____ " Light Concrete Warm and Cooled Air
____ % Other {Describe) Heat Pump, packaged
El Wall Units
I:l Other (Describe)
Walls Other

Drywall
I:l Plaster
8§ Foot Ceilings

Washer and Dryers onsite (# )
Fireplaee included in all Units
Fireplaee onsite @ )

Other (Describe)

HREN

Texas Department of Housing Community Aflairs - Multilamily Uniform Application (Decermber 2010)
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FEIELC Geocoding vystem Pagelorl
EXHIBIT "B"

GET STREET MAP Help on Data Back to Geocode  Search Contact Us Privacy Policy Disclaimer FFIEC Main

Geocoding System

[MSA Code: 26420 [ State Code: 48 || Gounty Code: 167 | Tract Code: 7260.00 |

Gensus Income Information

Tract Income Level Upper Egg;g%z'a" Famity t451.22]
:ﬂu:dﬁxlsia!:nﬂﬁ;si?;gﬂ:e non-MSA/MD $51,431 f#::rr‘:';act Medlan Family saz7rs | -
| I, s
% below Poverty Line 3.07 ﬁ?ﬂzgﬁaﬁi‘gﬂe §67,386
CENSUS DATA | INCOME DATA [ POPULATION DATA | HOUSING DATA

Last update; 09/04£2010 97:30 AM

Maintained by the EEIEG. For suggestions regarding this site, Contact Us.

http://www.ffiec.gov/Geocode/CensusDemo.aspx M SACode=26420&StateCode=48&Cow...  6/7/2011



FFIEC Geocoding System

GET STREET MAP Help on Data Back to Geocode Search Contact Us Privacy Policy Disclaimer FFIEC Main

Page 1 of 1

Geocoding System

[msA Code: 26420 | State Code: a8 | County Code: 167 | Tract Coue: 7260.00 ||

Summary Census Demographic Information

Tract Income Level Upper | Tract Population 1690
Underserved or Distressed Tract No | Tract Minority % 15.08
2010 HUD Estimated MSA/MD/mon-MSA/MD $65,100 Minority 270
Madian Famlly Income ! Population

2010 Est. Tract Medlan Family Income L0844 [[OWner-Occupled | 55,

Units
2000 Tract Medlan Family Income $77,773 1U-nt‘ct>34-Family 905
Tract Median Family Income % 151.22
GENSUS DATA | INCOME DATA | POPULATION DATA | HOUSING DATA

Last update: 08/04/2010 07:30 AM

Mainiained by the EFIEC. For suggestions regarding this site, Contact Us,

http://www.{fiec.gov/Geocode/CensusDemo.aspx ?MSACode=26420& StateCode=48& Cou...

6/7/2011



rripC Map rrint

[ 2019 Information |
Sireet Address STE‘;‘;‘EE&‘I&)& 7 ‘
City Name GALVESTON
State Abbr TX
Zip Cade 77554 |
MSA/MD Code 26420 |
State Code 48
| County Code 167
| Tract Code 7260.00

Legend———
= Highway
—— Tract
—— Gireet

Saholoh Fid_
Ch

http://maps.ffiec.gov/FFIECMapper/TGMapSrv.aspx?street_address=STEWART+RD+%2...

rageloll

6/7/2011



CITY OF GALVESTON, TEXAS
Q‘. e, 3 Year Strategic Plan

g This document includes Narrative Responses to specific
=) questions that grantees of the Community Development
‘% "hIH Block Grant, HOME Investment Partnership, Housing
Opportunities for People with AIDS and Emergency Shelter
%m gr:ue\- Grants Programs must respond to in order to be compliant
with the Consolidated Planning Regulations.

NT aN'\‘EP

GENERAL

Executive Summary

The Executive Summary is required. Include the objectives and outcomes
identified in the plan and an evaluation of past performance.

The City of Galveston, Texas receives funding from the U, S, Department of Housing
and Urban Development (HUD} for improving the City’s housing, services and
community development, particularly for the low- to moderate-income residents.
HUD requires the City to complete a muiti-year plan outlining the needs and how the
City plans to address the needs with HUD funds. The City has developed a 3-Year
Plan to begin June 1, 2010 and continue through May 31, 2013. The mission of the
City during the next three years is to take the city, especially the CDBG Target Areas
and low- to moderate-income resldents, beyond pre-Ike conditions. It is to complete
the recovery from Hurricane Ike but to then move the city forward to be a more
livable environment than it was before the devastation of Ike. Low- to moderate-
income households are defined as those with a household income of 80% or less of
the area’s median income. For HUD-funded services to individuals or households,
the beneficiary (ies) must live in Galveston and be of low- or moderate-income. For

HUD-funded neighborhood or area-wide improvements, the area served must.be.a... .~
CDBG Target Area, having 51% or more. low- to moderate-income hauseholds. The

following map below shows the location of the CDBG Low-Moderate Income (LMI)
Target Areas.

3 Year Strategic Plan 1 Version 2.0



City of Galveston, Texas

Map 1 - CDBG LMI Target Areas

Priorities and Objectives
To accomplish this misslon, the City's Grants and Housing Department has prioritized
the needs and developed a number of objectives to address the needs and
implement rehabilitation, reconstruction and improvements to reclaim the Island and
prevent the level of destruction caused by Ike from occurring again. Eligible HUD
Projects and Assigned Priorities for Funding table (on the following pages) show the
HUD-eligible projects and the City’s rating of High (H}, Medium (M) or Low (L) for
funding improvements. The priority ratings are based on a number of factors,
including:

s Availability of funding

+ Quantitative, documented measures of need

» Concurrence with the existing Comprehensive Plan, Galveston Housing
Authority’s plans and the Long Term Recovery Plan
Input from other public and nonprofit agencies
Results of public comments at public hearings and other public forums
Results of the resident survey

The City of Galveston’s major housing and community development objectives to
meet the High and Medium priorities include the following:
¢« Conserving and improving the housing stock;
 Expanding housing development and housing opportunities;
» Providing mechanisms to assist low- and moderate-income renters in buying
their first home;
Providing economic development and anti-poverty assistance;
Providing essential infrastructure improvements;
Providing public facility improvements;
Enhancing the neighborhoods through code enforcement efforts;

3 Year Strategic Plan 2 Version 2.0



City of Galvestan, Texas

regulatory compliance in accordance with HUD Regulations. Staff has the
responsibility to ensure that each subrecipient or City department is adhering to their
approved scope of service, budget and schedule of service. Each subrecipient or City
department must aiso abide by the regulatory gquidelines set forth by HUD in
providing benefits to low-moderate income persons and/or eliminating a sium or
blighted condition and/or addressing an urgent need that meets HUD's definition and

" approval. The monitoring process is an on-going process of planning, funding,
implementation, communication and follow-up.

Lead-Based Paint
No post-Ike data are available by housing type and age of housing, therefore 2000
Census data are used for the table below.

Table 2 - Estimated Number of Galveston Houses
with LBP and LBP Hazards

Single 56 56 562 315 1,591 314 4,910 688
Family
j-thi." = ;2'17;_ T -j1_1o'; o :-355_8: . 558 460 . 132 2 ':“1'840' "51,034:

*Note Pre 1940 unrts wrth LBP and LBP hazards were est.'mated based on assuming 1 00%
contain LBP and applying the same Hazard/Paint ratio to pre-1940 from the Westal’s report
and sample data entitled National Survey of Lead and Allergens in Housing.

Based on the table above, prior to Hurricane Ike there are approximately 10,154
occupied units with lead-based paint and 3,208 with lead-based paint hazards,
defined as deteriorated paint. It is estimated that of these units, 1,727 units were
substantially or totally destroyed by Hurricane Ike. Virtually all were built before
1978, with at least half having lead-based paint and 10% having lead-based paint
hazards. This brings the estimate housing post-Ike with lead-based paint to 9,330
and those with lead-based paint hazards to 3,035.

The Grants & Housing Department addresses LBP hazards on rehabilitation jobs that
they undertake. A risk assessment is conducted on each project, and all LBP hazards
are addressed in accordance with HUD’s LBP Guidelines, After the rehabilitation
work is compieted, a clearance exam is performed to ensure the unit has been
cleaned properly.

Housing Needs

The condition and availability of housing are important to the livability and quality of
life for community residents. The.need for affordable sound housing is most critical,
for the extremely/very low- (<= 30% of area median), low- (31-50% oOf area
median) and moderate-income (51-80% of area median) residents. Galveston has a
much lower rate of homeownership than the rest of Texas, coupled with a higher rate
of housing with one or more problems. In addition, Hurricane Ike left a large
number of housing units uninhabitable or seriously damaged, with the older housing
in poorer condition and in lower-income neighborhoods being the hardest hit.

3 Year Strategic Pian B Version 2.0
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Sweetwater Bend
Revised Deferred Developer Fee Calculation

Total Development Costs

Less Equity

Less Permanent Loan

Less Private Second Mortgage

Less Short term private loan

Deferred developer fee per Applicant

Additional deferred developer fees needed to

repay short term loan as no other development sources
available

Recaiculated Deferred Developer Fee

Total developer fees

Percentage recalculated deferred developer fee

Exhibit "C1"

$12,034,070
-$9,061,318
-$1,986,000
-$250,000
-$627,905

$108,847

$627,905

$736,752
$1,270,000

58.01%
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Strategic Site Partners, LLC

February 22, 2011
Audrey Martin

TDHCA
PQC BOX 13941
Austin, TX 78701

RE: Private Funding Commitment, TDHCA APPLICATION (Sweetwater Bend Apartments)

Dear Ms. Martin:

Per the 2011 QAP please consider this to be a formal commitment of private funds to the above
referenced application to be located in Galveston, TX, The commitment amount is $250,000 or

approximately 2 percent of the total development cost of the project contingent upon final allocation of
tax credits.

Terms and Conditions:
Financing w

RE dn AER

will occur at closing of transaction with TDHCA.

C

mortization, Anticipated closing

Please note that | am not the Applicant, the Developer, Consultant, Refated Party, or any individual
acting.on behalf of the proposed Application and that none of funds that | have committed were first
provided to me by the applicant, the Developer, Consultant, Related party, or any Individual or entity
acting on behalf of the proposed Application.

Michael Haas
Managing Department

836 Euclid Avenue, 3" Floor Lexington, KY 40502
859-335-6333



First Sterling Fimancial, Inc.

_FIRST
STERLING

February 24, 2011

Mr, Mark Lechner
1900 Roliing Hills T'rail
Fishervilie, KY 40023

Re: Sweetwater Bend Apartments
Gialveston, T'exas

Dear Mr. T.echner:

We at First Bterling Financial, Inc. (“Tfirst Slerling™) are pleased to propose the following business terors
set forth in this letter of intent (the “1.OI”) pursvant to which Hirst Stetling will provide equity capital for
the purchase of a limited partner interesi in Stewart Crossing, L.P., a Texas Hmited pavinership (the
“Parinership™). First Stetling or an assignee (the “Investor Partner”) will acquire a 99.98% linited partner
interest, and Sterting Corporate Services, [nc. (the “Special Tnvestor Parlner™), will velain a 0.01% special
limited paréner interest in the Partnership, The basic business tenns outiined herein wiil be incorporated
info an amcnded and restated limited partnership agreement (the “Partnership Agrecment™).

L. Apartment Development Information and Parties lnyolved.

(1) Sweetwater Bend Apartiments {(the “Apartment Development™) will consist of the new construciion of
a 76 unit atfordable molti-family housing development for family ocoupancy. The property will
include four esidential buildings and one clubhouse Jocaled st the northwest comer ol (he
intersection of Stewart Road and 7 Mile Road i Galveston, Galveston County, Toxas. Al of the
nnits will be ocenvied in compliance with the federal low-inconte housing tax credit regquirements of
Section 42 of the Tnlernal Revenue Code,

(b} The parties involved with the Apartment Prevetopment arc as follows:

(D) Partnership: Stewart Crossing, TP, a Texas limiled purinership.
(i1 rersl Pa 1 Stewart Crossing GP, L1.C, a Texas limited liability company.

(i) Developer: MBL Derby City Developient, LLC
(iv)  Guarantor: Mark Lechnor, subject to First Sterling’s review and approval of tinancial
stafements,

1155 Morthern Blvd, Manhasset, NY 11030 Telephone: 516.627.5223 « Tux: $16.627.8760 « Email: steding@lMeslsierting.com



2. Dcebt and Gther Somrces. As a condition to Yirst Sterling funding its equity capital contributions, the
General Parlner will deliver the loan commitments and/or financing sources deseribed in (a)-(d)
below. The terms of these loany are subject fo First Sterling’s consent and all loans will be made
from ihe lender(s) to the Partnership.

{(a) Cunsiruction Loan:

Loan Type: Conventional

Tender: "T'o Be Determined

Amount: $6,640,345 (proposed)

Term: 24 months

Interest Rate: Variable rate 5.0% (estimatex)
Collateral: Firat mortgage lien

Type: MNon-recourse

(b  Permanent First Mortrage [oan:

T.oan Type: Conventional

Lendex: To Be Determined
Proposed Amount: $1,986,000

Term: 30 years

Interest Rate: 7.0%, tixed (estimated)
Amortization: 30 yewrs

Collatoral: First mortgage lien
‘I'ype: Non-recourse

{¢} Second Morigape Loan:

Loan l'ype; Conventional

Lender: To Be Nelermrined

Proposed Amount; $250,000

Term: 30 years

Inierest Rate: © 3.940% fixed, deferrod intorest
Atnorlivation: None; principal due at maiority
Collaterai: Secand mortgage lien

Type: Non-recourss

{(d) Third Mortgage Toan:

Loan Type: 5% political subdivision loan
Lender: To Be Determined

Proposed Amount: $6271,905

Term: I year

Interest Rate: 3.940% tixed, deterred intevest
Amortization: None; principal due at mataeity
Collateral: Third morigage lien

Type: Non-recourse

p3T3lvl 2 1242011



MF RCV'D Wed 6/22/2011 9:08 AM



MF RCV'D Wed 6/22/2011 9:08 AM



MF RCV'D Wed 6/22/2011 9:08 AM



Exhibit "A"
MFRCV'D Wed 6/22/2011 9:08 AM

%“mgfgggmﬁ;?;nm MULTIFAMILY FINANCE PRODUCTION DIVISION

e “* Housing Tax Credit Program - 2011 Application Round

r Scoring Notice - Competitive Housing Tax Credit Application

Appeal Election Form: 11051, Sweetwater Bend

I am in receipt of my 2011 scoring notice and am filing a formal appeal to the Executive Director on or before
Wednesday, June 8, 2011.

If my appeal is denied by the Executive Director,:

I do wish to appeal to the Board of Directors and request that my application be added to the
Department Board of Directors meeting agenda. My appeal documentation, which identifies my
specific grounds for appeal, is attached. If no additional documentation is submitted, the appeal
documention to the Executive Director will be utilized.

I:l I do not wish to appeal to the Board of Directors.
4

Note: If you do not wish to appeal this notice, you do not pe€itg submit this form.

/

Signed ~ )
Title i
Date //;

/7

Please fax or email to the attention of Raquel Morales:
Fax: (512) 475-0764 or (512) 475-1895
Email: mailto:raquel.morales@tdhca.state.tx.us


jhartz
Text Box
Exhibit "A"


MF RCV'D Wed 6/22/2011 9:08 AM

Texas Depart of Housing and Community Affairs June 8, 2011
221 East 11™ Street

Austin, TX 7870-2410
RE: Sweetwater Bend #11051 Appeal of Final Scoring Notice

Dear TDHCA Executive Director and Staff,

This letter serves as an appeal of the final scoring notice issued for Sweetwater Bend, TDHCA #11051.
TDHCA came to a difference between points requested by the applicant and points awarded by the
department. The following scoring items are being appealed:

®  49.9{a){7)-Cost per Square Foot{10pts): Applicant incorrectly included commeon area in calculation, Only developments that are SRO

can include common area in this calculation. Applicant selected costs to not exceed 587 per sq.ft. Total Direct Cost of $7, 304,
360/Total NRA=550.76

. 49.9(a){14)}-Pre-App Points {6pts): Due to the 10 points loss for Cost per square foot described previousty the final adjusted score

{165) is more than 5% lower than their final pre-application score. [175 x 0.95=166.25] Therefore Applicant is not eligible for the pre-
app points.

The Sweetwater Bend plans identify two four story building types containing 3,872 sq.ft. of elevator
served interior corridors. The interior corridor square footage area should be included in the NRA
calculation since the huildings are four stories, served by elevators, and interior corridors are
heated/cooled finished areas. Please refer to 49.9(a}(8) indicating the NRA of 3,872 sq.ft. should be

included in the total NRA calculation. Cost per Square Foot calculation should reflect as follows: TDC of
7,304,360 / Total NRA of 84,348=586.5979.

See attached architectural sheets A-104 and A-108 of the criginal application indicating four story
buildings.

Because the Sweetwater Bend Cost per Square Foot is lower than the $87 per sq.ft. threshold, the
application should receive a restoration of the 16 peints deducted per the TDHCA scoring notice.

Please do not hesitate to contact me at 502-639-8032 or email at mlechnerl@bellsouth.net.

Sincerely,

Mark Lechner
Manager
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KEY NOTES:

01, GENERAL REQUIREMENTS:
NOT USED
02, SITEWORK:
NOT USED
CONCRETE:

RETE SLAB TER PROOF " DRAINAGE FILL OVER
FOR ADDITIONAL INFORMATION

o\
\ FROM BUILDING AT 14' PER FOOT. REFER TO CIVIL DRAWINGS FOR
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‘CONCRETE FOOTING, REFER TO STRUCTURAL DRAWING FOR ADDITIONAL INFORMATION.
34" GYPCRETE

‘CONTINUOUS 112" COMPRESSIBLE EXPANSION JOINT WITH SEALANT

‘CONCRETE SIDEWALK, REFER TO CIVIL DRAWINGS FOR ADDITIONAL INFORMATION.

REINFORCED CONCRETE SLAB OVER 6 MIL POLY VAPOR BARRIER OVER 4' DRAINAGE FILL OVER
COMPACTED FILL. - REFER TO STRUCTURAL DWGS. FOR THICKNESS

272" LIGHTWEIGHT CONCRETE TOPPING SLOPED TO MIN. 1-112" AT ALUMINUM T-BAR OVER 60 ML
MEMBRANE OVER SUBSTRATE.

£ MASONRY:

H

88

.
3

FACE BRICK (RUNNING BOND PATTERN) WITH ADJUSTABLE MASONRY ANCHORS AT 16" 0.C. VERTICALLY
AND HORIZONTALLY.PROVIDE MASONRY CONTROL JOINTS AT 16" FROM INSIDE AND OUTSIDE CORNERS.
‘SOLDIER COURSE FACE BRICK HEADER.

ROWLOCK COURSE FACE BRICK LEDGE, SLOPE AT 15 DEGREE ANGLE

‘CONT. THUR WALL MEMBRANE FLASHING WITH WEEP HOLES @ 24" O.C.

MASONRY GROUT

PRE-CASTED ARCHITECTURAL STONE CAP

5. METALS:

88

6. WOO!

8382

6E.
oF,

3

6H

B22

6R.

®

g8

0.

ANCHOR BOLTS, REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
‘CONTINUOUS STEEL SHELF ANGLE, EXTEND MIN. &' ON EACH SIDE OF MASONRY OPENING, REFERTO
STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.

‘STAIR ASSEMBLY, REFER TO STAIR DETAILS FOR ADDITIONAL INFORMATION

METAL PICKET GUARD RAILING, REFER TO DETAIL FOR ADDITIONAL INFORMATION

8" THK. STEEL PLATE (PAINTED), EXTEND MIN. & BEYOND MASONRY OPENING,

D, PLASTICS AND COMPOSITES
2X4 WOOD STUD FRANING @ 16" 0.C.
2X4 WOOD SILL PLATE
2XWWOOD STUD HEADER , REFER TO STRUCTURAL
DOUBLE 2X4 WOOD STUD TOP PLATE
‘OPENEBWOOD FLOOR JOISTS, REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
‘OPENV/EB WOOD ROOF TRUSSES , REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
112" EXTERIOR GRADE PLYWOOD SHEATHING.
34" TONGUE AND GROOVE PLYWOOD OR 0SB SUBSTRATE.
DECORATIVE WOOD BASE, REFER TO FINISH SCHEDULE FOR ADDITIONAL INFORMATION,
DECORATIVE WOOD WINDOW SILL, REFER TO FINISH SCHEDULE FOR ADDITIONAL INFORMATION,
EMENT, REFER
ADDITIONAL INFORMATION
CONT. 2XW EXTERIOR GRADE WOOD BLOCKING.
ALUMINUM WRAPPED 2XWW FASICA BOARD
2X8 PRESSURE TREATED DECK FRAMING @ 16" 0.C., REFER TO STRUCTURAL FOR ADDITIONAL
INFORMATION.
WOOD BEAM, REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
(02)2X 8 PRESSURE TREATED HEADERS, REFER TO STRUCTURAL FOR ADDITIONAL INFORMATION.
2X4 WOOD STUD FRAMING @ 16° O.C.
LINE OF STUD FRAMING.
2X6 WOOD ROOF RAFTER, REFER TO STRUCTURAL FOR ADDITIONAL INFORMATION,
‘CONT. 2X10 TOP PLATE, CUT TOSIZE.
/17" EXTERIOR GRADE OSB SHEATHING
24 WOOD SILL PLATE
6 X6 ROUGH CUT CEDAR POSTS, ANCHOR POSTS WITH STEEL ANGLES, REFER TO STRUCTURAL FOR
ADDITIONAL INFORMATION
‘CONT. 2X 12 ROUGH CUT CEDAR JOISTS ON EACH SIDE OF POSTS, PROVIDE WOOD BLOCKING AS
REQUIRED. BOLT TOPOST PER STRUCTURAL DRAWINGS.
2 X6 WOOD STUD FRAMING @ 16" O.C.
LVL BEAMS, REFER TO STRUCTURAL DRAWINGS FOR SIZE AND ADDITIONAL INFORMATION.

7. THERMAL AND MOISTURE PROTECTION:
™o

7

FAAS S

Hd@dg3zEdR

R

A
7BB.
7.
70D,

4"X 4" PRE-FINISHED METAL DOWNSPOUT.

& WIDE PRE-FINISHED RECTANGULAR METAL GUTTER WITH PERFORATED LEAF GUARD, COLOR TOBE

SELECTED BY ARCHITECT.

WATERPROOF MEMBRAN (SHOWN DASHED)

DECORATIVE 32" W X 16" H NON-VENTED LOUVER BY FYPON, LOUVER MODEL # LV32X16

3 R45 BATT INSULATION

'VAPOR BARRIER (SHOWN DASHED}

CONTINUOUS SEALANT AND BACKER ROD

4" NOMINAL CEDAR FINISHED FIBER-CEMENT LAP SIDING BOARDS - COLOR TO BE SELECTED BY

ARCHITECT

8" NOMINAL CEDAR FINISHED FIBER-CEMENT LAP SIDING BOARDS - COLOR TO BE SELECTED BY
i

ARCHITECT.

‘CEDAR FINISHED FIBER-CEMENT BOARD AND BATTEN SIDING - COLOR TO BE SELECTED BY ARCHITECT.
4" NOMNAL CEDAR FINISHED FIBER-CEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT.
8" NOMINAL CEDAR FINISHED FIBER-CEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT.
VENTED VINYL SOFFIT PANELS.

‘CONT. ALUMINUM DRIP EDGE.

CONT. INSULATION BAFFLE.

DECORATIVE 16 WX 24 H LOUVER BY FYPON, LOUVER MODEL #LV16X24

PASSIVE ALUMINUM ROOF VENT BOX, COLOR TO SELECTED BY ARCHITECT PER MFR. RECOMMENDATIONS
ASPHALT COMPOSITE SHINGLES OVER 30LB ROOF FELT (SHOVIN DASHED) OVER 3/4" EXTERIOR GRADE.
PLYWOOD SHEATHING WITH CLIPS.

DECORATIVE 18" WX 30" H CATHEDRAL LOUVER AND TRIM BY FYPON, LOUVER MODEL # CLV22X1, TRIM
MODEL ¥ CLVZ2X31L4F)

12" NOMINAL CEDAR FINISHED FIBERCEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT.
LINE OF HIDDEN ROOF

‘CONT. PRE:FINISHED ALUMINUM FLASHING, EXTEND OVER ROWLOCK AND EXTEND UP AND SIDING
MING"

PERIMETER DRAINAGE MEMBRANE

Re38 BLOWN-IN INSULATION

METAL ROOF FLASHING, EXTEND UNDER SHINGLES AND UP WALL MIN, 6"

RIDGE VENT

8" NOMINAL CEDAR FINISHED FIBER-CEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT.

8. OPENINGS:

]

3

'SINGLE- HUNG ALUMINUM CLAD WINDOW UNIT WITH INSULATED GLAZING AND INTERGAL CHANNEL FLANGE
REFER TO WINDOW SCHEDULE FOR ADDITIONAL INFORMATION.

EXTERIOR INSULATED METAL DOOR AND FRAME ASSEMBLY, REFER TO SHEET DOOR SCHEDULE FOR

ADDITIONAL INFORMATION,

ALUMINUM CLAD WOOD DOOR AND FRAME ASSEMBLY, REFER TO SHEET DOOR SCHEDULE FOR

ADDITIONAL INFORMATION,

ALUMINUM THRESHOLD.

9. FINISHES:

FINISH FLOOR, REFER TO ROOF FINISH SCHEDULE FOR ADDITIONAL INFORMATION
/6" TYPE "X' GYPSUM WALL BOARD

* TYPE °C GYPSUM BOARD OVER 112" RESILIENT CHANNELS @ 12" 0.C. (PER UL #L521 FOR CEILING AND
UL #P533 FOR ROOF)

508" FIRE RATED EXTERIOR GYPSUM SOFFIT BOARD OVER 1/2" RESILIENT CHANNELS @ 24" 0.C. OVER 58"
TYPE "C" GYPSUM BOARD ( 2HR RATED CEILING SIMILAR TO UL #P533 FOR ROOF)

GYPSUM WAL BOARD

KEY PLAN

ARCHITECT

Hlr—

consTRTOn

SEOUIVRRONNS

ARCHITECT OF RECORD

=\\= Kentucky
ﬂ\% Architecture Studio LLC
—) =‘ catown

1 o s
Tt ERSRY - soo-ce-aons

z—

CONSULTANT

PROJECT TITLE

Sweetwater Bend
Apartments

Galveston, TX

96 TWOLAYERS OF 58 TYPE "C" GYPSUM BOARD OVER 1/2' RESILIENT CHANNELS @ 12' O.C. OVER 58" TYPE
"C* GYPSUM BOARD (PER UL #L577 FOR CEILING ) - 2HR ASSEMBLY
10. SPECIALTIES:

NOT USED
11, EQUIPMENT:

11A. METAL MALLBOX UNIT, REFER TO SPECIFICATIONS FOR ADDITIONAL INFORMATION. INSTALL PER MFR.

13, SPECIAL CONSTRUCTIONS,
14. CONVEYING SYSTEMS,
NOT USED
15. MECHANICAL:
NOT USED

16. ELECTRICAL
SED

NOT FOR CONSTRUCTION

[DESIGNED BY

CHECKED BY

DRAWN BY

" 02.25.2011

""BLDG 1 FOURTH FLOOR

[PROJECT NO.

STA-11WB06

SHEET NO.

A104

~
©

10

11

12

14 15
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16112

3

31

2434

4 5 6 7 8 9 10 11 12 13 | 14 | 15
01, GENERAL REQUIREMENTS:
NOT USED
02 SITEWORK
NOT USED
CONCRETE:
RETE SLAB OVER WATER PROOF " DRAINAGE FILL OVER
FER DWGS. FOR ADDITIONAL INFORMATION
3. CONCRETE PORCH SLAB, SLOPE AWAY FROM BUILDING AT 14" PER FOOT. REFER TO CIVIL DRAWNGS FOR
ADDITIONAL INFORMATIO
3C. CONCRETE FOOTING, REFER TO STRUCTURAL DRAWING FOR ADDITIONAL INFORMATION.
3D, 34 GYPCRETE.
3. CONTINUOUS 112" CONPRESSIBLE EXPANSION JOINT WITH SEALANT
. CONCRETE SIDEWALK, REFER TO CIVIL DRAWINGS FOR ADDITIONAL INFORMATION.
36. REINFORCED CONCRETE SLAB OVER 6 MIL POLY VAPOR BARRIER OVER &' DRAINAGE FILL OVER
COMPACTED FIL. - REFER TO STRUCTURAL DWGS. FOR THICKNESS
3H. 22" LIGHTWEIGHT CONCRETE TOPPING SLOPED TOMIN. 1-1/2° AT ALUMINUM T-BAR OVER 60 ML
N MEMBRANE OVER SUBSTRATE.
520 2. MASONRY.
4A. FACE BRICK (RUNNING BOND PATTERN) WITH ADJUSTABLE MASONRY ANCHORS AT 16" O.C. VERTICALLY
AND HORIZONTALLY PROVIDE NASONRY CONTROL JOINTS AT 16" FROM INSIDE AND OUTSIDE CORNERS.
1617 4B, SOLDIER COURSE FACE BRICK HEADER
4C. ROWLOCK COURSE FACE BRICK LEDGE, SLOPE AT 15 DEGREE ANGLE
35410° [ 13912 912 710 v 1" 9112, 139112" 811" 35-10° 4D, CONT. THUR WALL MEMBRANE FLASHING WITH WEEP HOLES @ 24" 0.
ZE. MASONRY GROUT
01y 40 2017 68 T2 pot2l 3612202 5912, 5912 o1z, T2 68 013 410" 2013 & 4F. PRE-CASTED ARCHTECTURAL STONE CAP
2-1 1l ~ 5. METALS:
=~ SA ANCHOR BOLTS, REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
1 b , 58, CONTINUOUS STEEL SHELF ANGLE, EXTEND MIN. 8 ON EACH SIDE OF MASONRY OPENING, REFER TO
2 g s STRUCTURAL DRAWINGS FOR ADDITIONAL INFORNATION.
& 5C. STAIR ASSEMBLY, REFER TO STAIR DETAILS FOR ADDITIONAL INFORMATION
5D. METAL PICKET GUARD RAILING, REFER TO DETAIL FOR ADDITIONAL INFORMATION
E SE. 36" THK. STEEL PLATE (PAINTED), EXTEND MIN. ° BEYOND MASONRY OPENING.
6. WOOD, PLASTICS AND COMPOSITES
6A 244 WOOD STUD FRAMING @ 16" 0.
68, 204 WOOD SILL PLATE.
6C. 24/ WOOD STUD HEADER , REFER TO STRUCTURAL
6D, DOUBLE 244 WOOD STUD TOP PLATE
6E. OPENVIEBWOOD FLOOR JOISTS, REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
6F. OPENVIEB WOOD ROOF TRUSSES, REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
66. 112/ EXTERIOR GRADE PLYWOOD SHEATHING.
6. 3/4" TONGUE AND GROOVE PLYWOOD OR 0SB SUBSTRATE.
o — 64, DECORATIVE WOOD BASE, REFER TO FINISH SCHEDULE FOR ADDITIONAL INFORMATION, KEY PLAN
6. DECORATIVE WOOD WINDOW SILL, REFER TO FINISH SCHEDULE FOR ADDITIONAL INFORMATION.
ol EVENT, REFER
ADDITIONAL INFORMATION.
6N CONT. 2XW EXTERIOR GRADE WOOD BLOCKING
6N, ALUMINUM WRAPPED 20 FASICA BOARD
60 2X8 PRESSURE TREATED DECK FRAMING @ 16" O.C, REFER TO STRUCTURAL FOR ADDITIONAL
INFORMATION
6R. WOOD BEAM, REFER TO STRUCTURAL DRAWINGS FOR ADDITIONAL INFORMATION.
65, (02)2X 8 PRESSURE TREATED HEADERS, REFER TO STRUCTURAL FOR ADDITIONAL INFORMATION.
6T, 244 WOOD STUD FRAMING @ 16" O..
6. LINE OF STUD FRAMING
] ] ] ] 6. 246 WOOD ROOF RAFTER, REFER T0 STRUCTURAL FOR ADDITIONAL INFORMATION,
6X. CONT. 2X10 TOP PLATE, CUT TOSIZE.
6Y.  6/17" EXTERIOR GRADE 0SB SHEATHING
62 204 WOOD SILL PLATE
6AA. 6 X6 ROUGH CUT CEDAR POSTS, ANCHOR POSTS WITH STEEL ANGLES, REFER TO STRUCTURAL FOR
ADDITIONAL INFORMATION.
[m] [m] O O 6B, CONT. 2X 12ROUGH CUT CEDAR JOISTS ON EACH SIDE OF POSTS, PROVIDE WOOD BLOCKING AS
REQUIRED. BOLT TOPOST PER STRUCTURAL DRAWINGS
6CC. 2 X6WOOD STUD FRAVING @ 16" O.C.
LEE | 60D. LVL BEAMS, REFER TO STRUCTURAL DRAWINGS FOR SIZE AND ADDITIONAL INFORMATION.
AV U N I T 2 B 1 7. THERMAL AND MOISTURE PROTECTION
- A £°X 4 PREFINISHED METAL DOWNSPOUT.
: 78, 6 WIDE PRE-FINISHED RECTANGULAR METAL GUTTER WITH PERFORATED LEAF GUARD, COLOR TO BE
"\ f“ SELECTED BY ARCHITECT.
7C. WATERPROOF MEMERANE (SHOWN DASHED) =
7D, DECORATIVE 32'W X 16" HNON-VENTED LOUVER BY FYPON, LOUVER MODEL ¥ LV32X16
U va TE. 3 R15 BATT INSULATION
TF. VAPOR BARRIER (SHOVIN DASHED)
EE 76, CONTINUOUS SEALANT AND BACKER ROD
7H. & NOMNAL CEDAR FINISHED FIBER CEMENT LAP SIDING BOARDS - COLOR TO BE SELECTED BY
— ARCHITECT.
- 74, 8 NOMINAL CEDAR FINISHED FIBER.CEMENT LAP SIDING BOARDS - COLOR TO BE SELECTED BY
— ARCHITECT.
— 7K. CEDAR FINISHED FIBER.CEMENT BOARD AND SATTEN SIDING - COLOR TO BE SELECTED BY ARCHITECT.
(— 7L 4" NOMINAL CZDAR FINISHED FIBER-CEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT.
— 7M. & NOMINAL CEDAR FINISHED FIBER CEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT.
& & — 7N, VENTED VINYL SOFFIT PANELS.
= = — 7. CONT. ALUMINUM DRIP EDGE.
@ @ — 70. CONT.INSULATION BAFFLE.
— TR, DECORATIVE 16 WX 24 H LOUVER BY FYPON, LOUVER MODEL #LV16X24
N . - - 7. PASSIVE ALUMINUM ROOF VENT BOX, COLOR TO SELECTED BY ARCHITECT PER MFR. RECOMMENDATIONS ARCHITECT
E B ;-,L & 7T ASPHALT COMPOSITE SHINGLES OVER 30LB ROOF FELT (SHOVIN DASHED) OVER 34" EXTERIOR GRADE
oy by 212 PLYWOOD SHEATHING WITH CLIPS.
© © 7. DECORATIVE 18"W X 30" H CATHEDRAL LOUVER AND TRIM BY FYPON, LOUVER MODEL # CLV22KG, TRIM
o P l o | T N r S , = MODEL # CLVZ2X31L4F)
‘J. L 3} 9112 3-6 112 912 | 5912 361/ 912, 712 67112 z W, 12" NOMINAL CEDAR FINISHED FIBER-CEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT, - e
139 912 710 1 1 .9 112 139 = 7X._LINE OF HIDDEN ROOF 2 o codhoo  smonvisons
7. CONT. PRE-FINISHED ALUMINUM FLASHING, EXTEND OVER ROWLOCK AND EXTEND UP AND SIDING e 7 L2 70 7
5:12 | 5:12 5:12 | 5012 MNE
A 72 PERIMETER DRAINAGE MEMBRANE ARCHITECT OF RECORD
SLOPE | SLOPE W SLOPE | SLOPE TAA. R-38 BLOWN-IN INSULATION
7BB. METAL ROOF FLASHING, EXTEND UNDER SHINGLES AND UP WALL MIN. 6"
912 90 90 912 7CC. RDGE VENT =W== Kentucky
7DD. 8" NOMINAL CEDAR FINISHED FIBER CEMENT TRIM BOARDS - COLOR TO BE SELECTED BY ARCHITECT. %\\E Architecture Studio LLC
5 OPENNGS =\t
BA SINGLE- HUNG ALUMINUM CLAD WINDOW UNIT WITH INSULATED GLAZING AND INTERGAL CHANNEL FLANGE TN TGS B e 00 01004
REFER TOWINDOW SCHEDULE FOR ADDITIONAL INFORMATION
8. EXTERIOR INSULATED METAL DOOR AND FRAME ASSENBLY, REFER TO SHEET DOOR SCHEDULE FOR CONSULTANT
ADDITIONAL INFORVATION.
&C. ALUMINUM CLAD \4OOD DOOR AND FRAME ASSEMBLY, REFER TO SHEET DOOR SCHEDULE FOR
ADDITIONAL INFORMATION.
8D, ALUMINUM THRESHOLD.
9. FINSHES:
9A FINISH FLOOR, REFER TO ROOF FINISH SCHEDULE FOR ADDITIONAL INFORMATION
9B, 58" TYPE X' GYPSUM WALL BOARD
9C. 58" TYPE "C* GYPSUM BOARD OVER 112" RESILIENT CHANNELS @ 12 O.C. (PER UL #1521 FOR CEILING AND
UL #P533 FOR ROOF) PROJECTTITLE
BLDG TYPE #2 9D. 558 FIRE RATED EXTERIOR GYPSUM SOFFIT BOARD OVER 112 RESILIENT CHANNELS @ 24" 0.C. OVER 56"
TYPE "C* GYPSUM BOARD { 2HR RATED CEILING SIMLAR TO UL #P533 FORROOF)
72 FOURTH FLOOR PLAN
9G. TWO LAYERS OF §/8"TYPE 'C" GYPSUM BOARD OVER 112" RESILIENT CHANNELS @ 12° O.C. OVER 558" TYPE
W SCALE: 1/8" =T - 0" *C* GYPSUM BOARD (PER UL #L577 FOR CEILING ) - 2HR ASSEMBLY e Sweetwater Bend
10. SPECIALTIES
NOT USED Apartments
1. EQUIPHENT Galveston, TX
1A METAL MALBOX UNIT, REFER TO SPECIFICATIONS FOR ADDITIONAL INFORMATION. INSTALL PER MFR.
ECOMHENDATIONS.
12. FURNISHI
NOT USED
13, SPECIAL CONSTRLCTIONS:
NOT USED NOT FOR CONSTRUCTION
4. CONVEYING SYSTENS [DESIGNED BY CHECKED BY
NOT USED
15. MECHANICAL
oruseD pravm ey ™ 02.25.2011
16. ELECTRICAL: [SHEET
BLDG 2 FOURTH FLOOR
[PROJECT NO SHEET NO.
smimeos | A108
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Volume 3, Tab 1

PART B. SPECIFICATIONS AND AMENITIES

SITE ATTRIBUTES (mark with a "'x"")

Total Acquisition Acreage: 9.24 Development Site Acreage: 924 # Units per Acre:  8.225
Single Site |:|Contiguous Multiple Sites (# ) D Scattered Sites (# Sites

* Note: If Scattered Site, submit evidence of scattered site pursuant to ASPM behind this tab.

)*

DEVELOPMENT ATTRIBUTES Selections must be consistent with submitted architectural plans

# of Residential Buildings: 4 Maximum # of Floors: 4 # of Non-Residential Buildings: 1
Configuration:

|:|Duplex |:|Fourplex |:|Townhome DTransitional (per 842(i)(3)(B))

>4 units per building |:|Scattered Site |:| Single family construction DSRO (per 842(i)(3)(B))

Fire Sprinkler in all residential areas # of Passenger Elevators: 8 Wt. Capacity: 3,500

EXTERIOR Selections must be consistent with submitted architectural plans

Subfloor Walls
Wood ____ % Plywood/Hardboard
Concrete Slab _____ % Vinyl or Aluminum Siding
|:| Other ___ 5 % Masonry Veneer
__ 95 % Fiber Cement Siding
% Stucco
____ %Other  (Describe)
Parking Roofs
_____#Shed or Flat Roof Carport Spaces |:| Built-Up Tar and Gravel
__ 15 #Detached Garage Spaces Comp. Shingle
____ #Attached Garage Spaces |:| Comp. Roll
_167 #Uncovered Spaces |:| Elastomeric
_____ #Parking Garage Spaces |:| Wood Shake
[]

Other (Describe)

INTERIOR Selections must be consistent with submitted architectural plans

Flooring Air System
__60 % Carpet Forced Air
__40 % Resilient Covering Furnace
% Ceramic Tile Hot Water

% Light Concrete Warm and Cooled Air

I [ [

____ % Other (Describe) Heat Pump, packaged
Wall Units
Other (Describe)
Walls Other

Drywall

|:| Plaster
8 Foot Ceilings

Washer and Dryers onsite (# )
Fireplace included in all Units

Fireplace onsite # )

Other (Describe)

O]

Texas Department of Housing Community Affairs - Multifamily Uniform Application (December 2010)
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CAHFC

CAPITAL AREA HOUSING
FINANCE CORPORATION

June 13, 2011

Mr. Mark Lechner
Stewart Crossing LP
1900 Rolling Hills Trail
Fisherville, KY 40023

Re: Sweetwater Bend, Galveston County, TX
Dear Mr. Lechner,

We have received your loan request dated June 13, 2011 for $627,905.00 for a term of
one (1) year or the placed in service date, whichever is longer, at an interest rate of AFR
or less. All decisions regarding funding awards will be made by August 1, 2011. We are
in the process of evaluating your request, and we will contact you should we have
questions concerning your application.

Kind regards,

Jim Shaw
Executive Director

4101 Parkstone Heights Drive, Suite 280, Austin, TX 78746 512.347.9953 512.732.8341 fax  www.cahfc.org
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Exhibit "D"

Financing Plan for Sweetwater Bend

Once Stewart Crossing, LP (The Applicant) has received the tax credits from the Texas
Department of Housing and Community Affairs (TDHCA), Sterling Bank has agreed to
provide the development a construction/permanent loan in the amount of $6,640,345 for
30 month term during construction and converting to a $1,986,000 permanent loan at
7.0% rate for 15 years upon conversion. Once the Applicant has closed on the tax
credits, a construction lender will provide a letter of credit to guarantee construction.
First Sterling Financial agreed to provide approximately $9,061,318 in tax credit equity
or $.76 per each dollar of Tax Credit. In addition, the applicant will be acquiring a
second mortgage from a 3" party lending institute (Strategic Site Partners, LLC) for
$250,000 as well. Lastly, the applicant has applied for $630,000 SHFC loan to help
finance the cost of the development. After approximately six months of construction,
lease up will begin to create revenue for the development. The development is anticipated
to go through an intensive six month lease up phase at this time. Once approximately
90% leased for 90 days the property will convert to the permanent loan.
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Exhibit "D1"

1 9:08 AM

Volume 1, Tab 2. ACTIVITY OVERVIEW

Part E. 30 Year Rental Housing Operating Proforma

The pro forma should be based on the operating income and expense information for the base year (first year of stabilized occupancy using today’s best estimates of rental income and expenses), and
principal and interest debt service. The Department currently considers an annual growth rate of 2% for income and 3% for expenses to be reasonably conservative estimates. Written explanation for
any deviations from these growth rates or for assumptions other than straight-line growth made during the proforma period should be attached to this exhibit.. While the 30-year proforma projects 30
vears of data, the Department's standard for financial feasibility is 15 years.

Development Name: |Sweetwater Bend City:|Galveston
INCOME LEASE-UP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 10 YEAR 15 YEAR 20 YEAR 25 YEAR 30
POTENTIAL GROSS ANNUAL RENTAL INCOME $295,608 $591,216 $603,040 $615,101 $627,403 $639,951 $706,558 $780,097 $861,290 $950,934 $1,049,908
Secondary Income 3,636 7,272 7,417 7,566 7,717 7,871 8,691 9,595 10,594 11,697 12,914
POTENTIAL GROSS ANNUAL INCOME $299,244 $598,488 $610,458 $622,667 $635,120 $647,823 $715,249 $789,692 $871,884 $962,630 $1,062,822
Provision for Vacancy & Collection Loss 22,443 44,887 45,784 46,700 47,634 48,587 53,644 59,227 65,391 72,197 79,712
Rental Conessions 0
EFFECTIVE GROSS ANNUAL INCOME $321,687 $553,601 $564,673 $575,967 $587,486 $599,236 $661,605 $730,465 $806,493 $890,433 $983,110
EXPENSES
General & Administrative Expenses $12,008 | $ 24,016.00 $24,736 $25,479 $26,243 $27,030 $31,335 $36,326 $42,112 $48,820 $56,595
Management Fee 11,072 22,144 22,808 23,493 24,197 24,923 28,893 33,495 38,830 45,014 52,184
Payroll, Payroll Tax & Employee Benefits 38,000 76,000 78,280 80,628 83,047 85,539 99,163 114,957 133,266 154,492 179,099
Repairs & Maintenance 25,080 50,160 51,665 53,215 54,811 56,456 65,447 75,872 87,956 101,965 118,205
Electric & Gas Utilities 10,700 21,400 22,042 22,703 23,384 24,086 27,922 32,369 37,525 43,502 50,431
Water, Sewer & Trash Utilities 12,832 25,664 26,434 27,227 28,044 28,885 33,486 38,819 45,002 52,170 60,479
Annual Property Insurance Premiums 30,400 60,800 62,624 64,503 66,438 68,431 79,330 91,965 106,613 123,594 143,279
Property Tax 24,700 49,400 50,882 52,408 53,981 55,600 64,456 74,722 86,623 100,420 116,414
Reserve for Replacements 9,500 19,000 19,570 20,157 20,762 21,385 24,791 28,739 33,317 38,623 44,775
Other Expenses: 5,320 10,640 10,959 11,288 11,627 11,975 13,883 16,094 18,657 21,629 25,074
TOTAL ANNUAL EXPENSES $179,612 $359,224 $370,001 $381,101 $392,534 $404,310 $468,706 $543,359 $629,901 $730,228 $846,535
NET OPERATING INCOME $142,075 $194,377 $194,673 $194,866 $194,952 $194,926 $192,899 $187,107 $176,591 $160,205 $136,575
DEBT SERVICE

$79,274 $158,546 $158,548 $158,548 $158,548 $158,548 $158,548 $158,548 $158,548 $158,548 $158,548
Second Deed of Trust Annual Loan Payment $1,727 3,453
Third Deed of Trust Annual Loan Payment $688 1,375 1,375 1,375 1,375 1,375 1,375 1,375 1,375 1,375 1,375
Other Annual Required Payment:
Other Annual Required Payment:
NET CASH FLOW $60,387 $31,003 $34,750 $34,943 $35,029 $35,003 $32,976 $27,184 $16,668 $282 ($23,348)
Debt Coverage Ratio 1.74 1.19 1.22 1.22 1.22 1.22 1.21 1.17 1.10 1.00 0.85

Texas Department of Housing Community Affairs - Multifamily Uniform Application (December 2010)
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Exhibit "D2"
MF RCV'D Wed 6/22/2011 9:08 AM

Volume 1, Tab 4. Funding Request

PART A. Summary of Sources and Uses of Funds

Describe all sources of funds and total uses of funds. Information must be consistent with the information provided throughout the Application (i.e. Financing Narrative, Commitment Letters and Development
Cost Schedule). Where funds such as tax credits, loan guarantees, bonds are used, only the proceeds going into the development should be identified so that "sources" match "uses."

Development Name: Sweetwater Bend Development City: Galveston

. e Construction Period Permanent Period . . -

Funding Description Financing Participants
Loan/Equity Interest Loan/Equity Interest Syndication
Amount Rate (%) Amount Rate (%) | Amort Term Rate ($)
DEBT

Conventional Loan $6,343,100 5.00%| $1,986,000 7.000%| 30 15 Sterling Bank
Private Loan $250,000 AFR $250,000 AFR 18 Strategic Site Partners, LLC
Private Loan $627,905 AFR Capital Area Housing Finance Corp.

Other (Please Describe)

Other (Please Describe)

Third Party Equity

HTC Syndication Proceeds $9,657,457 $9,657,457 $0.81 First Sterling Financial, Inc.

Other (Please Describe)

Grant

Other (Please Describe)

Deferred Developer Fee

Deferred Developer Fee $140,613 $140,613 MBL DerbyCity Development, LLC

Other (Please Describe)

Other
Please Describe
Please Describe
Please Describe
Please Describe
TOTAL SOURCES OF FUNDS| $ 17,019,075 $ 12,034,070
TOTAL USES OF FUNDS $ 12,034,070

Texas Department of Housing Community Affairs - Multifamily Uniform Application (December 2010)


jhartz
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100 Congress, Suite 300
Austin, TX 78701
Telephone: 512-305-4700
Fax: 512-305-4800
www.lockelord.com

Cynthia L. Bast

Direct Telephone: 512-305-4707
Direct Fax: 512-391-4707
cbast@lockelord.com

June 14, 2011

VIA EMAIL

Ms. Raquel Morales

Texas Department of Housing and Community Affairs
221 East 11th Street

Austin, Texas 78701-2410

Re:  The Mercer, TDHCA No. 11057 (the "Application™)
Dear Raquel:

We represent the housing tax credit applicant for Merritt Bryan Station Senior Village,
TDHCA No. 11169 in Urban Region 8 (the "Client"). Contact information for the Client is as
follows:

Colby Denison

3701 North Lamar

Suite 206

Austin, TX 78705

(512) 732-1276 (fax)
colby@denisondevelopment.com

On behalf of the Client, and in accordance with Section 49.10(e) of the Qualified
Allocation Plan, we present the following questions or concerns about the scoring for
Quantifiable Community Participation in the Application referenced above. Capitalized terms
used but not defined in this letter will have the meanings given them in the Qualified Allocation
Plan.

Maximum points were awarded for a letter of support from the Booneville Town Center
Neighborhood Association (the "Association"). Our Client questions that award, given the
following:

1. Not a Neighborhood Organization. The Association was formed by a commercial
property owner, as evidenced by its Bylaws. When asked about residents living within the
boundaries of the Association, the Association's representative identified three residential
properties — one owned by Barbara Coker, one owned by Donald Coker, and one owned by
Thomas Vetters. However, per a letter from Mr. Vetters, attached as Exhibit A, none of those

AUS:0053281/00000:459367v1
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individuals actually reside within the boundaries of the Association. The QAP defines a
Neighborhood Organization as:

an organization of persons living near one another within the organization's
defined boundaries that contain the proposed Development Site and that has a
primary purpose of working to maintain or improve the general welfare of the
neighborhood.

and

"[P]ersons living near one another" means two (2) or more separate residential
households.

With no evidence that anyone resides within the boundaries of the Association, it cannot be
deemed a Neighborhood Organization.

2. No Participation by Residential Owners. In order to become a member of the
Association, a property owner must actually file an instrument in the real property records of the
county, electing to accept membership. That is an extraordinary burden for a single family
homeowner and atypical of the way membership is usually structured for a homeowners
association. None of the three homeowners identified within the boundaries of the Association
have made such a filing in the real property records, and it is unlikely they would incur the
trouble and expense to do so. Thus, none of the residential owners participated in the decision
to support the Application.

We appreciate the opportunity to present this information and trust that TDHCA will
consider it as appropriate in the allocation process.

Sincerely,

Cpthin. 5 Bast

Cynthia L. Bast

cc: Robbye Meyer
Colby Denison

Exhibit A --  Letter from Property Owner

AUS:0053281/00000:459367v1
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Exhibit A

June 9, 2011

Robbye G. Meyer

Director of Multifamily Finance

Texas Department of Housing and Community Affairs
221 E. 11th Street

Austin, TX 78701

RE: The Mercer Project in Bryan, Texas

Dear Ms. Meyer,

I have recently become aware of a newly formed neighborhood association named the Boonville Town
Center Neighborhood Association and this Association’s support letter for the Mercer project in Bryan,
Texas. | have also become aware that a property | own located at 2430 Boonville Road is included in the
Association’s boundaries. Apparently, this Association has submitted a support letter on behalf of the
property owners located inside the boundaries of this Association.

I would like to make clear a number of facts that seem to be omitted from this Associations’ letter.

1. | do not live at the property (2430 Boonville Rd.) located within the boundaries of this
Association.

2. Ms. Barbara Coker does not live at her property (2416 Boonville Rd.) located within the
boundaries this Association.

3. Dr. Donald Coker is deceased, and his 2.7 acres (2422 Boonville Rd.) is now owned by his wife
Ms. Barbara Coker.

4. 1am not aware of any residents that actually live within this Association boundary.

Ms. Coker and | strongly oppose the Mercer project because we feel it will have negative impact
on our property values and increase the crime rate in our neighborhood.

Thank you for your attention to this matter and please let me know if | can provide any additional
information to prevent this misleading support letter from being considered. Please let me know that
you received this e-mail/letter.

Sincerely,

e

S Py
F g A T
ELL it

AL

P
Thomas F. Vetters, Realtor, Broker, Owner
Aggieland Realty
4600 S. Texas Avenue
Bryan, TX 77802
979-846-8857 Office
979-820-3858 Cell
979-846-2946 Residence
tomvettersl@hotmail.com

AUS:0053281/00000:459367v1
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June 9, 2011
Robbye G. Meyer

Director of Multifamily Finance ‘ o
Texas Department of Housing and Community Affairs ‘A
221 E. 11th Street 5
Austin, TX 78701 .
g
RE: The Mercer Project in Bryan, Texas o

Dear Ms. Meyer, _

Al
| have recently become aware of a newly formed neighborhood association named the Boonville Towr2
Center Neighborhood Association and this Association’s support letter for the Mercer project in Bryan,~
Texas. | have also become aware that a property | own located at 2430 Boonville Road is included in the
Association’s boundaries. Apparently, this Association has submitted a support letter on behalf of the

property owners located inside the boundaries of this Association.

-

| would like to make clear a number of facts that seem to be omitted from this Associations’ letter;

1. | do not live at the property (2430 Boonville Rd.} located within the boundaries of this
Assoclation.

2. Ms. Barbara Coker does not live at her property {2416 Boonville Rd.) located within the
boundaries this Association.

3. Dr. Donald Coker is deceased, and his 2.7 acres {2422 Boonville Rd.) is now owned by his wife
Ms. Barbara Coker.

4. lam not aware of any residents that actually live within this Association boundary.

Ms. Coker and | strongly oppose the Mercer project because we feel it will have negative impact
on our property values and increase the crime rate in our neighborhood.

Thank you for your attention to this matter and please let me know if | can provide any additional
information to prevent this misleading support letter from being considered. Please let me know that
you received this e-mail/letter.

Sincerely, ;
%Z%M Z /%&%4
Thomas F. Vetters, Realtor, Broker, Owner
Aggieland Realty

4600 S. Texas Avenue

Bryan, TX 77802

979-846-8857 Office

979-820-3858 Celi

979-846-2946 Residence
tomvetters1@hotmail.com
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100 Congress, Suite 300
Austin, TX 78701
Telephone: 512-305-4700
Fax: 512-305-4800

N

_Jé . . J www.lockelord.com
Locke LordBissell& Liddell . ot Telophone L1ETEL B2
Attornays & Counselors Direct Fax: 512-391-4707

cbast@lockelord.com

June 14, 2011

ViIA EMAIL

Ms. Raquel Morales

Texas Department of Housing and Community Affairs
221 East 11th Street

Austin, Texas 78701-2410

Re:  Cypress Run, TDHCA No. 11073 (the "Application")
Dear Raquel:

We represent the housing tax credit applicant for Walnut Springs, TDHCA No. 11026 in
Rural Region 9. Contact information for the applicant is as follows:

G. Granger MacDonald

2951 Fall Creek Road

Kerrville, Texas 78028

830-257-3168 (fax)
gmacdonald@macdonald-companies.com

On behalf of our client, and in accordance with Section 49.10(e) of the Qualified
Allocation Plan, we present the following questions or concerns about the Application
referenced above. Capitalized terms used but not defined in this letter will have the meanings
given them in the Qualified Allocation Plan.

Site Control. There are discrepancies throughout the Application with regard to the
amount of acreage for the Development and the purchase price for the land. Specifically:

Volume 1, Tab 1, Part D Refers to 6.95 acres

Volume 1, Tab 8 Refers to 6.95 acres
Volume 2, Tab 1, Part C Refers to 6.95 acres
Volume 3, Tab 3 Refers to 6 acres (purchase and sale agreement)

This is critical because the purchase and sale agreement refers to approximately 6
acres. The Applicant should have the contractual right to purchase all the land needed for the
Development.

Affanta, Austin, Chicago. Dalias, Hong Kong, Housion, London, Los Angeles, New Urleans, New York, Sacramanic, San Francisco, Washington DC

AUS:0053487/00000:458958v3
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Volume 1, Tab 3, Part A Refers to acquisition cost of $750,000

Volume 3, Tab 3 Refers to acquisition cost of $110,000 per acre
(purchase and sale agreement)

Volume 3, Tab 3 Refers to acquisition cost of $660,000
(title commitment)

Volume 4, Tab 5 Refers to acquisition cost of $764,500

The contractual purchase price is $110,000 per acre. If the Applicant is buying 6 acres,
as set forth in the purchase and sale agreement, the purchase price would be $660,000. If the
Applicant is buying 6.95 acres, the purchase price would be $764,500. It is critical for TDHCA
to have the correct amount for underwriting purposes.

Volume 3, Tab 3. This Tab requires the Applicant to submit information about all of the
sellers of the proposed property for the 36 months prior to the first day of the Application
Acceptance Period. The Applicant responded that "Frank Barron and/or his estate have been in
control of the site for the last 36 months." This statement contradicts the information provided
from the Bexar Appraisal District, also contained in Volume 3, Tab 3. Specifically, the deed
history shows that the property transferred from Austex Inc. to Frank Barron on May 23, 2008.
That date is within three years prior to December 20, 2010, which is the first day of the
Application Acceptance Period. If Austex Inc. did own the property on May 23, 2008, it seems
information with regard to Austex Inc. as a prior owner should have been inciuded by the
applicant, as a threshold requirement.

Volume 4, Tab 1. The construction and permanent lender for this Application is related
to the Developer and Development Owner. While related party loans are permitted by TDHCA,
we believe awarding the eight (8) additional points for having the lender review the Applicant's
financial position and credit worthiness is inconsistent with the intent of those points. There is
an inherent conflict of interest when a lender is underwriting a borrower that is a related party.
The intent of these eight (8) points is to show that an independent financial institution has
undertaken additional effort to analyze the financial feasibility of a Development and assure the
proposed project is "bankable." When the bank is actually an affiliate of the borrower, it
provides TDHCA no additional comfort to know that a related party deems the project feasible.
TDHCA regularly monitors identity of interest transactions in other contexts. Similar identity of
interest standards should be employed here to ensure that the points are awarded for a
meaningful feasibility review.

Additionally, this conflict of interest concern has been expressed by the federal
regulators who oversee the various Pedcor financial institutions. Pedcor Bancorp, which has
provided the loan commitment letter for this Application, is the parent of International City Bank
(“ICB"). ICB is under a Consent Order from the Office of the Comptroller of the Currency (the
‘OCC"), a tool that is used when the OCC finds a bank has violated banking regulations or
engaged in unsound practices. In the Consent Order, attached as Exhibit A, the OCC orders
the bank to reduce its direct and indirect investments in Community Development projects. It
also restricts the bank’s ability to pay money or extend credit to its affiliates.

Similarly, Pedcor Financial, LLC, of which Messrs. Cordingley and Pedigo are Principals,

is under a Supervisory Agreement with the Office of Thrift Supervision (the “OTS"), attached as
Exhibit B. A Supervisory Agreement is similar to a Consent Order in that it is used when there

AUS:0053487/00000:458958v3
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are concerns about compliance with banking regulations or financial soundness. In the
Supervisory Agreement, the OTS finds that this institution has engaged in unsafe or unsound
practices and specifically mandates that it implement a conflicts of interest policy. United
Fidelity Bank, F.S.B., which is in the family tree of Pedcor Financial, LLC, is also under a
Supervisory Agreement with the OTS, attached as Exhibit C. This Supervisory Agreement also
restricts the bank’s actions with regard to affiliate transactions.

The consistent theme for these institutions is a concern by the regulators with regard to
affiliate situations and the overall financial health of the banks. Federal banking regulations are
strict and complex, and we are not claiming that Pedcor Bancorp is committing to make an
improper loan. We are simply using these materials to point out that related party loans are
fraught with issues that are not present in an arms-length transaction. This begs the question of
whether TDHCA should award eight (8) points for a lender’s feasibility analysis when that lender
has an inherent conflict of interest and publicly recognized concerns about its financial status
and financial soundness.

Moreover, we recognize that, after the financial collapse a few years ago, many major
financial institutions are subject to supervision by the federal regulators. Other Applicants may
have loan commitments from lenders who are subject to regulatory supervision. However, the
difference here is that those other financial institutions are not related to the Applicant.

Volume 4, Tab 13. The Applicant requested three (3) points for new construction
located in an area that is part of a Community Revitalization Plan. This request is supported by
a letter from the City's Development Services Director, indicating that the site is located within a
revitalization area. However, the letter never refers to a Community Revitalization Plan or
anything similar. Rather, it simply says that the City uses targeted zoning to promote
development in areas that need revitalization. The Qualified Allocation Plan defines a
Community Revitalization Plan as:

A published document under any name, approved and adopted by the local
Governing Body . . . by ordinance, resolution, or vote that targets specific
geographic areas for revitalization and development of residential
developments. (emphasis added)

The letter from the City does not attach or refer to a document. It simply indicates that the
zoning ordinance is the City's official plan for land use and redevelopment. If a zoning
ordinance were the equivalent of a Community Revitalization Plan, every application in every
city in the State of Texas that has zoning would be able to qualify for these points. By providing
points for a development that fulfills a Community Revitalization Plan, we believe TDHCA was
seeking something more — a concerted effort by a city to target and assist impoverished or
deteriorated areas in its jurisdiction. Numerous cities across Texas have expended the time
and effort to establish a Community Revitalization Plan, utilizing their time and resources to do
so. A city that has undertaken this additional effort, and an applicant that strives to locate a
development consistently with that effort, is deserving of points in the housing tax credit
application process.

AUS:0053487/00000:458958v3
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Volume 4, Tab 23. The online copy of the Application does not contain a HUB
certificate. Also, there is no evidence in the Application that the HUB will materially participate
in the Development Owner.

Volume 4, Tab 27. The instructions for this Tab indicate that "[t]he funding source can
not be a commercial lender." It should be noted that Mr. Petrie is a Certified Mortgage Banker
and a co-founder of P/R Investment & Mortgage Corporation in Carmel, Indiana.

We appreciate the opportunity to present this information and trust that TDHCA will
consider it as appropriate in the allocation process.

Sincerely,

Copshia 5 Bast

Cynthia L. Bast

cc: Robbye Meyer
Granger MacDonald

Exhibit A — Consent Order, International City Bank
Exhibit B — Supervisory Agreement, Pedcor Financial
Exhibit C — Supervisory Agreement, United Fidelity Bank
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#2009-011
UNITED STATES OF AMERICA
DEPARTMENT OF THE TREASURY
COMPTROLLER OF THE CURRENCY

In the Matter of:
International City Bank AA-WE-08-74
Long Beach, California

CONSENT ORDER

The Comptroller of the Currency of the United States of America (“Comptroller”),
through his National Bank Examiner, has supervisory authority over International City Bank,
Long Beach, California (“Bank”).

The Bank, by and through its duly elected and acting Board of Directors (“Board”), has
executed a “Stipulation and Consent to the Issuance of a Consent Order,” dated January 26,
2009, that is accepted by the Comptroller. By this Stipulation and Consent, which is
incorporated by reference, the Bank has consented to the issuance of this Consent Order
(““Order”) by the Comptroller.

Pursuant to the authority vested in it by the Federal Deposit Insurance Act, as amended,
12 U.S.C. § 1818, the Comptroller hereby orders that:

Article I

COMPLIANCE COMMITTEE

0] Within ten (10) days of this Order, the Board shall appoint a Compliance

Committee of at least three (3) directors of which at least two (2) must not be an employee of the

Bank or any of its affiliates (as the term “affiliate” is defined in 12 U.S.C. § 371c(b)(1)), or a

family member of any such person. Upon appointment, the names of the members of the
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Compliance Committee and, in the event of a change of the membership, the name of any new
member shall be submitted in writing to the Assistant Deputy Comptroller.

(2)  The Compliance Committee shall be responsible for monitoring and coordinating
the Bank’s adherence to the provisions of this Order and shall meet at least monthly.

3) By no later than February 27, 2009, and by the end of every calendar month
thereafter, the Compliance Committee shall submit a written progress report to the Board setting
forth in detail:

(a) a description of the action needed to achieve full compliance with each
Atrticle of this Order;

(b) actions taken to comply with each Article of this Order; and

(©) the results and status of those actions.

@) The Board shall provide a summary report of the progress reached in attaining
compliance with each Article of this Order to the Assistant Deputy Comptroller within ten (10)
days of the end of each calendar quarter.

(5)  Allreports or plans which the Bank or Board has agreed to submit to the Assistant
Deputy Comptroller pursuant to this Order shall be forwarded to the:

Assistant Deputy Comptroller
Southern California — South Field Office
1925 Palomar Oaks Way, Suite 202
Carlsbad, California 92008

Article II

CAPITAL AND STRATEGIC PLAN

) Effective as of the date of this Order, the Bank shall at all times maintain the

following minimum capital ratios:
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(a) Tier 1 capital at Jeast equal to nine percent (9%) of adjusted total assets;
and

(b) total risk-based capital at least equal to twelve percent (12%) of risk-
weighted assets.

) For purposes of this Article, “Tier 1 capital,” “total risk-based capital,” “adjusted
total assets,” and “risk-weighted assets” are as defined in 12 C.F.R. Part 3.

3) The requirement in this Order to meet and maintain a specific capital level means
that the Bank is not to be deemed to be “well capitalized” for purposes of 12 U.S.C. § 18310 and
12 C.F.R. Part 6 pursuant to 12 C.F.R. § 6.4(b)(1)(iv).

4) Effective as of the date of this Order, the Bank shall only declare dividends:

(a) when the Bank is in compliance with the Bank’s Three-Year Plan as
described below;

(b) when the Bank is in compliance with 12 U.S.C. §§ 56 and 60; and

© with the prior written approval from the Assistant Deputy Comptroller,
which shall be granted or denied within thirty (30) days of the receipt of a
dividend request from the Bank.

5) Effective as of the date of this Order, the Bank shall not increase its total loans
above the amount shown in its amended June 30, 2008 Consolidated Report of Condition (“Call
Report”), schedule RC4b, until the Bank corrects the deficiencies in Asset Quality described in
the Report of Examination conducted as of June 30, 2008 (the “ROE”), returns the Bank to a
satisfactory condition, and the Bank receives a prior written determination of no supervisory
objection from the Assistant Deputy Comptroller. For purposes of this paragraph, the

compliance determination shall be made as of each Call Report filing.

3
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(6) Within ninety (90) days of this Order, the Board shall develop a written strategic
plan for the Bank covering at least the next three years (hereafter the “Bank’s Three-Year Plan”),
complete with specific time frames that incorporate the strategic and other requirements of this
Article. A copy of the Bank’s Three-Year Plan shall be forwarded to the Assistant Deputy
Comptroller for a prior written determination of no supervisory objection.

@) The Bank’s Three-Year Plan shall establish objectives and projections for the
Bank’s overall risk profile, earnings performance, growth expectations, balance sheet mix, off-
balance sheet activities, liability structure, capital and liquidity adequacy, product line
development and market segments that the Bank intends to promote or develop, together with
specific strategies to achieve those objectives, that are specific, measurable, verifiable, and, at a
minimum, address or include:

(a) an assessment of the Bank’s present and future operating environment;

(b) the development of strategic goals and quantifiable measures with specific
implementation dates to ensure the Bank attains sustained earnings to
support capital and liquidity;

(©) an evaluation of the Bank’s internal operations, staffing requirements,

Board and management information systems and policies and procedures

for their adequacy and contribution to the accomplishment of the goals
and objectives developed pursuant to this Article;

(d) specific plans to establish responsibilities and accountability for the
strategic planning process, new products, proposed changes in the Bank’s
operating environment, reduction of problem assets, and maintenance of

adequate liquidity;




(e)

®
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(h)

(1)

0)

(k)

M
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control systems to identify and reduce risk to earnings, capital, and
liquidity, and risks associated with any proposed changes in the Bank’s
operating environment;

growth limitations designed to comply with Paragraph (5) of this Article
and actions to monitor, control and reduce, where appropriate, significant
concentrations of credit;

specific plans for the maintenance of adequate capital that may in no event
be less than the requirements specified in Paragraph (1) of this Article;
specific plans for the maintenance of adequate liquidity in accordance with
the requirements of Article III;

a dividend policy that only permits the declaration of a dividend in
accordance with Paragraph (4) of this Article;

projections for capital and liquidity requirements based upon a detailed
analysis of the Bank’s assets, liabilities, earnings, fixed assets, and off-
balance sheet activities;

a financial forecast to include projections for major balance sheet and
income statement accounts and desired financial ratios over the next three
years that shall address or include consideration of the requirements of this
Article; and

systems to monitor the Bank’s progress in meeting the plan’s goals and

objectives.
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® Upon receiving a written determination of no supervisory objection from the
Assistant Deputy Comptroller, the Board shall immediately implement and thereafter ensure
adherence to the Bank’s Three-Year Plan.
Article II1

LIQUIDITY MANAGEMENT

€)) Within sixty (60) days of this Order, the Board shall develop and submit for a
prior written determination of no supervisory objection, a written liquidity program to ensure the
Bank maintains liquidity at a level that is sufficient to sustain the Bank’s current operations and
to withstand any anticipated or extraordinary demand against its funding base, to include at a
minimum:

(a) measures to increase and maintain sufficient on-balance sheet liquidity;
(b)  asignificant reduction in reliance upon non-core funding sources,
including brokered deposits, credit-sensitive wholesale borrowings and
uninsured deposits;
(©) the establishment of additional back-up funding sources;
(d) policies and procedures to ensure the implementation of adequate liquidity
planning tools, to include:
1) a review of administrative policies and procedures to ensure they
are consistent with the Board’s guidance and risk tolerances;
(i)  specific balance sheet liquidity targets that are consistent with the
tools used to measure performance;
(iii)  reasonable risk limits to control the level of liquidity risk that

incorporate forward-looking risk measurements and liability

6
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concentration limits such as limits on the amount of funds that may
be sourced from any individual customer or groups of customers,
or liability concentration limits by instrument; and
(e) a contingency funding plan that ensures the Bank can remain liquidity

solvent through stressed environments and that includes, at a minimum:

(i) management’s best estimate of balance sheet changes that may
result from a liquidity or credit event;

(ii) specific terms or events that trigger enactment of the plan;

(iii)  necessary management information systems and reporting criteria
for use in crises situations;

(iv)  management responsibilities for enacting the plan and for taking
specific actions once enacted; and

W) prioritization of all sources of funding for the various scenarios
including asset side funding, liability side funding, and off-balance
sheet funding.

2 After the OCC has advised the Bank that it does not take supervisory objection to
the liquidity program required by this Article, the Board shall immediately implement, and shall
thereafter ensure adherence to its terms.

Article IV

COMMUNITY DEVELOPMENT INVESTMENTS

(D Within sixty (60) days of this Order, the Board shall prepare and submit for a
prior written determination, a plan to reduce and maintain the Bank’s direct and indirect

investments in Community Development projects (as recorded using Generally Accepted

7
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Accounting Principles “GAAP”) to no more than fifteen percent (15%) of the Bank’s capital and
surplus as defined in 12 C.F.R. § 24.2(b). The plan shall require definitive annual reductions that
correlate to the Bank’s capital and surplus and shall not extend beyond five years from the date
of this Order.

3] Upon receiving a written determination of no supervisory objection from the
Assistant Deputy Comptroller, the Board shall immediately implement and thereafter ensure
adherence to the plan required by Paragraph (1) of this Article.

Article V

COMMERCIAL REAL ESTATE RISK MANAGEMENT

¢)) Within sixty (60) days of this Order, the Board shall prepare and submit to the
Assistant Deputy Comptroller for a prior written determination of no supervisory objection, a
written program (including appropriate revisions to policies and procedures) designed to manage
the risk in the Bank’s commercial real estate (“CRE”) loan portfolio in accordance with the
guidelines in OCC Bulletin 2006-46, Concentration in Commercial Real Estate Lending, Sound
Risk Management Practices (dated December 6, 2006) and the Commercial Real Estate and
Construction Lending, A-CRE, of the Comptroller’s Handbook. The written CRE program shall,
at a minimum, include:

(a) the establishment of an overall CRE reduction strategy that includes CRE
concentration limits stratified by type, locality and other meaningful
measures supported by written analysis;

(b) monthly monitoring of concentration reports that stratify the CRE

portfolio by product type, locality and other meaningful measures;
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© strategies and procedures to manage and reduce CRE concentrations to
conform with established limits set in Subparagraph (a) of this Article;

(d) portfolio-level multi-factor stress testing and/or sensitivity analysis to
quantify the impact of changing economic conditions on asset quality,
earnings, and capital;

(e) significant individual loan stress testing and/or sensitivity analysis to
quantify the impact of changing economic conditions on asset quality,
earnings, and capital;

® the establishment of Loan Policy CRE underwriting standards by CRE
type that include specific requirements relating to:

() maximum loan amount and maturity by type of property;

(i)  approval authorizations;

(ili)  minimum file documentation and analysis;

(iv)  minimum requirements for initial investment and maintenance of
hard equity;

) minimum standards for borrower net worth, property cash
flow/debt service, collateral coverage, and guarantor support;

(vi)  the performance of global cash flow analysis to evaluate the
repayment ability of borrowers with multiple projects;

(vil)  standards for ensuring a complete and accurate assessment of
guarantor support;

(viii) standards for ensuring that CRE loans have appropriate minimum

loan covenants;
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(h)

(ix)

)

(xi)
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minimum standards for the acceptability for using, and defined
limits for soft cost and/or interest reserve financing;

maximum amortization periods and minimum principal curtailment
for CRE and construction projects that are not meeting original
projections; and

procedures for loan closing and disbursement processes, including

the supervised disbursement of construction loan proceeds;

requirements to ensure participations purchased are consistent with sound

banking practices, guidelines set forth in Banking Circular 181 (Revised),

dated August 2, 1984, and the requirements of 12 C.F.R. Part 34;

maintenance of proper collateral margins in loans made for the purpose of

constructing or developing real estate, including but not limited to,

procedures for ensuring that:

@

(ii)

(iii)

(iv)
)

periodic, meaningful, well-documented, inspections are performed
on all construction projects;

draw requests are advanced in accordance with construction
progress and budget;

documentation is maintained of project completion versus amount
advanced;

lien waivers are obtained from contractors and sub-contractors; and

borrower’s hard equity is tracked by project;

10
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1) requirements for periodic reviews of borrowers and loans not to exceed
one year that include credit reviews and analysis of operating statements,
rent rolls, and guarantor financial condition as applicable;

G standards for when CRE loan policy exceptions are appropriate, what
factors should exist to mitigate exceptions, and how the level and trend of
exceptions should be documented, tracked and reported to the Board;

k) standards for appraisal ordering and review processes in accordance with
Atrticle VI; and

) standards to ensure CRE loans are appropriately risk rated in accordance
with Article VII.

) Upon receiving a written determination of no supervisory objection from the
Assistant Deputy Comptroller, the Board shall immediately implement and thereafter ensure
adherence to the program, policies and procedures required by this Article.

Article VI

APPRAISAL AND EVALUATION PROCESS

(1) Within sixty (60) days of this Order, the Board shall revise, adopt, implement and
thereafter ensure Bank adherence to a written policy designed to ensure the Bank obtains real
estate appraisals and evaluations in compliance with USPAP, 12 C.F.R. Part 34, Advisory Letter
2003-9, and OCC Bulletin 2005-6, to include at a minimum:

(a) the required use of a standard appraisal form for ordering all appraisals;
(b) the ordering of appraisals, independent of the lending function;

(c) the use of Board approved appraisers only;

11
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(d)  the establishment and implementation of a policy requiring a meaningful
review, independent of the lender, of all appraisals to include analysis
commensurate with the type, size and complexity of the property being
appraised; and

(e) the establishment of a tickler system for tracking appraisals ordered,
received, returned, and reviewed.

(2) A copy of the policy developed pursuant to this Article shall be forwarded to the
Assistant Deputy Comptroller within five (5) days of its adoption by the Board.
Article VII

CREDIT RISK RATINGS AND NONACCRUAL RECOGNITION

D Within sixty (60) days of this Order, the Board shall develop, implement, and
thereafter ensure adherence to a program designed to identify and record the Bank’s loan
portfolio risk, to include, at a minimum, provisions requiring that:

(a) the Bank’s loans and other assets are appropriately and timely risk rated
and charged off by the lending officers using a loan grading system that is
based upon current facts, existing repayment terms and that is consistent
with the guidelines set forth in Rating Credit Risk, A-RCR, of the
Comptroller’s Handbook;

(b) the Bank’s loans and other assets are timely placed on nonaccrual by the
lending officers in accordance with the guidelines set forth in the Call
Report;

(©) loan officers appropriately and timely risk rate and/or place loans on

nonaccrual; and

12
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(d) loan officer failure to properly risk rate and/or place loans on nonaccrual is
considered in periodic performance reviews and compensation.
(2) A copy of the program developed pursuant to this Article shall be forwarded to
the Assistant Deputy Comptroller within five (5) days of its adoption by the Board.
Article VIII

EXTERNAL LOAN REVIEW

(1)  The Board shall employ a qualified consultant to perform independent reviews of
the Bank’s loan portfolio at least semi-annually to assure the timely identification and
categorization of problem credits.

2) The scope of the engagement with the loan review consultant shall provide for a
written report to be filed with the Board after each review and shall use a loan and lease grading
system consistent with the guidelines set forth in Rating Credit Risk, A-RCR, of the
Comptroller’s Handbook.

Article IX

PROBLEM LOAN MANAGEMENT

) Effective as of the date of this Order, the Board shall take immediate and
continuing action to protect its interest in those assets criticized in the ROE, in any subsequent
Report of Examination, by internal or external loan review, or in any list provided to
management by the National Bank Examiners during any examination.

2) Within sixty (60) days of this Order, the Board shall prepare and submit to the
Assistant Deputy Comptroller for a prior written determination of no supervisory objection, a
written program (including appropriate revisions to policies and procedures) designed to

eliminate the basis for criticism of the Bank’s criticized assets, to include at a minimum:

13
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the designation or retention of appropriate staff to assume loan workout

responsibilities;

standards to distinguish assets that should be managed by loan workout

staff from assets that should be managed by the originating loan officer;

measures to ensure assets assigned to lending officers are managed to the
standards expected of loan workout personnel;

the monthly submission and review of problem asset reports for all

criticized credit relationships totaling $250,000 or above, that require, at a

minimum, analysis and documentation of the following:

() an identification of the expected sources of repayment and an
analysis of their adequacy;

(i)  the appraised value of supporting collateral and the position of the
Bank’s lien on such collateral where applicable as well as other
necessary documentation to support the collateral valuation;

(iii)  an analysis of current and satisfactory credit information, including
cash flow analysis where loans are to be repaid from operations;

(iv)  the proposed action to eliminate the basis of criticism and the time
frame for its accomplishment;

v) trigger dates for positive borrower actions or for loan officers to
reassess the strategy and enact collection plans;

(vi)  adetermination of whether the loan is impaired and the amount of

the impairment, consistent with FASB Statement of Financial

14
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Accounting Standards No. 114, Accounting by Creditors for
Impairment of a Loan; and
(vii)  for criticized relationships of $250,000 or above that were made
for the purpose of constructing or developing CRE, the reports
shall also include:
(A) the initial scheduled maturity date of the loan, number of
extensions and/or renewals, and current maturity date;
(B)  project development status;
(C)  acomparison of development costs to the budgeted
amount;
(D)  acomparison of sales activity to the original sales
projections;
(E)  amount of initial interest reserve and the amount of any
subsequent additions to the reserve;
) an assessment of the borrower’s global cash flow;
(G)  an assessment of any guarantor’s global cash flow; and
(H)  any other significant information relating to the project.
3) Effective as of the date of this Order, the Bank may not extend credit, directly or
indirectly, including renewals, extensions or capitalization of accrued interest, to a borrower
whose loans or other extensions of credit are criticized in the ROE, in any subsequent Report of
Examination, in any internal or external loan review, or in any list provided to management by
the National Bank Examiners during any examination and whose aggregate loans or other

extensions exceed $250,000, unless each of the following conditions is met:
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(a) the Board or a designated committee thereof finds that the extension of
additional credit is necessary to promote the best interests of the Bank and
that prior to renewing, extending or capitalizing any additional credit, a
majority of the Board or a designated committee thereof approves the
credit extension and documents in writing, the reasons that such extension
is necessary to promote the best interests of the Bank; and

(b)  the Board’s formal plan to collect or strengthen the criticized asset will not
be compromised by the extension of credit.

@) Upon receiving a written determination of no supervisory objection from the
Assistant Deputy Comptroller, the Board shall immediately implement and thereafter ensure
adherence to the program, policies and procedures required by this Article.

Article X

ALLOWANCE FOR LOAN AND LEASE LOSSES

H Within sixty (60) days of this Order, the Board shall adopt, implement, and
thereafter ensure adherence to written policies and procedures for maintaining an adequate
Allowance for Loan and Lease Losses (“Allowance”) in accordance with Generally Accepted
Accounting Principles (“GAAP”). The Allowance policies and procedures shall be consistent
with the guidance set forth in the Federal Financial Institutions Examination Council’s
“Interagency Policy Statement on the Allowance for Loan and Lease Losses” dated December
13, 2006 (OCC Bulletin 2006-47), and July 20, 2001 (OCC Bulletin 2001-37), and shall at a

minimum include:
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procedures for determining whether a loan is impaired and measuring the

amount of impairment, consistent with Statement of Financial Accounting

Standards No. 114, Accounting by Creditors for Impairment of a Loan;

procedures for segmenting the loan portfolio and estimating loss on groups

of loans, consistent with Statement of Financial Accounting Standards No.

5, Accounting for Contingencies;

procedures for validating the Allowance methodology;

procedures to ensure that the estimation of credit losses considers the

relevant qualitative and environmental factors, with particular focus on the

following:

() trends in the Bank’s internal risk ratings, delinquent and
nonaccrual loans;

(i) results of the Bank’s external loan review;

(iii)  concentrations of credit in the Bank;

(iv)  present and prospective economic conditions; and !

(v) experience, performance and sufficiency of the Bank’s lending

staff.

2 The program shall provide for a process for summarizing and documenting, for

the Board’s review and approval, the amount to be reported in the Call Reports for the

Allowance. Any deficiency in the Allowance shall be remedied in the quarter it is discovered,

prior to the filing of the Call Report, by additional provisions from earnings. Written

documentation shall be maintained indicating the factors considered and conclusions reached by

the Board in determining the adequacy of the Allowance.
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3) A copy of the program developed pursuant to this Article shall be forwarded to
the Assistant Deputy Comptroller within five (5) days of its adoption by the Board.
Article XI

BOOKS AND RECORDS

0 Within sixty (60) days of this Order, the Board shall take the necessary steps to
ensure that the Bank’s books and records are restored to a complete and accurate condition and
comply with GAAP. Thereafter, the Board shall ensure that the Bank’s books, records and
Management Information Systems are maintained in a complete and accurate condition and
comply with GAAP.

2) Within thirty (30) days of this Order, the Board shall review the following areas
and make any necessary accounting or reporting corrections:

(a) derivative agreements with the parent, Pedcor Bancorp;

(b) Small Business Administration (“SBA”) servicing asset, gain on sale
income, and associated regulatory capital calculations;

©) Other Real Estate Owned,;

(d) loan participations with Bank affiliates;

(e) charge-offs related to the loan participations;

® put agreements with the parent; and

(g) securities that are being held to maturity.

3) Within sixty (60) days of this Order, the Board shall take the necessary steps to
file amended Call Reports that reflect all of the accounting and reporting corrections described in
the ROE as well as any other identified corrections, including but not limited to, those identified

by the review required by Paragraph (2) of this Article.
18
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@ Within sixty (60) days of this Order, the Board shall develop, implement, and
thereafter ensure Bank adherence to a written program of comprehensive accounting policies and
procedures, to include at a minimum:

(a) detailed guidance and/or the development of templates for ensuring
compliance with complex accounting pronouncements that include, but
are not limited to, Statements of Financial Accounting Standards
(“SFAS”) 91, SFAS 114, SFAS 133, SFAS 140, SFAS 156, and SFAS
157,

(b) guidelines to ensure that the Bank’s books and records are kept in
accordance with GAAP and that compliance is maintained with all
regulatory reporting requirements, with particular emphasis on the
following areas:

(i) derivative agreements with the parent, Pedcor Bancorp;

(ii) SBA servicing asset, gain on sale income, and associated
regulatory capital calculations;

(iiiy  Other Real Estate Owned;

(iv)  loan participations with Bank affiliates;

v) charge-offs related to the loan participations;

(vi)  put agreements with the parent; and

(vii)  securities that are being held to maturity; and

(©) the performance of monthly analytical review of all significant accounts.

6)) Within sixty (60) days of this Order, the Board shall take the necessary steps to

ensure that the Bank has sufficient accounting management and staff with adequate bank
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regulatory experience to ensure compliance with GAAP and the program developed pursuant to
this Article.
6) A copy of the program developed pursuant to this Article shall be forwarded to
the Assistant Deputy Comptroller within five (5) days of its adoption by the Board.
Article XII

AFFILIATE TRANSACTIONS

(1) Effective as of the date of this Order, the Bank shall not, directly or indirectly, pay
money or its equivalent to or for the benefit of, or extend credit in any form to or for the benefit
of, its affiliates, or transfer assets between the Bank and its affiliates, or enter into or engage in
any transaction that obligates the Bank to do the same, unless:

(a) the Board has conducted an independent review of the action, that is
documented in writing; and

(b)  the Board has determined in writing that it is advantageous for the Bank to
engage in such action, that the action complies with all applicable Bank
policies, laws, rules, regulations, and Comptroller’s issuances, including,
but not limited to 12 C.F.R. Part 223, and is accounted for in accordance
with GAAP.

2) For purposes of this Order, “affiliate” shall have the meaning set forth in 12
C.F.R. § 223.2(a) as if the Bank were a member bank, provided that any subsidiary of the Bank
shall be considered an affiliate of the Bank.

3) The following transfers shall be excluded from the requirement contained in

Paragraph (1) of this Article:
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(a) the deposit or withdrawal of any funds in the normal course of business

from any demand deposit account held by the Bank for the benefit of any

affiliate; and
(b) the payment or receipt of funds related to any Interest Rate Protection
Agreement that existed on or before September 30, 2008.
4 Within thirty (30) days of this Order, the Board shall perform a comprehensive
review of all of its derivative contracts and their associated documentation, reporting and

accounting to determine whether the Bank has complied with its Derivative Policy, 12 C.F.R.

Part 223, and GAAP. Upon completion of the review, the Board shall take the necessary steps to

ensure that the Bank corrects any deficiencies in reporting or documentation, including those
deficiencies identified in the ROE, and files amended Call Reports as necessary.
Article XII1

BOARD OVERSIGHT

) Within thirty (30) days of this Order, the Board shall develop, adopt, and
thereafter adhere to a written policy designed to ensure that management effectively addresses
adverse findings contained in compliance reviews, audits, and examinations. The policy shall
include, at a minimum:

(a) a requirement that management responds to audit, compliance, and
regulatory criticisms with a written action plan that contains:
(i) corrective actions to be taken;
(ii) deadlines for taking the corrective action; and

(iii)  the individual responsible for making the corrective action;
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(b) formal review and approval by the Board of management’s proposed
response;
(©) a tracking system that will ensure that applicable criticisms are reported to
the Board and corrected in timely manner; and
(d) retention in the Bank’s books and records of:
i) all written responses to audit, compliance, and regulatory
criticisms; and
(ii) documentation of Board approval of the written responses.
2) A copy of the policy developed pursuant to this Article shall be forwarded to the
Assistant Deputy Comptroller within five (5) days of its adoption by the Board.
Article XIV
CLOSING
M Although the Bank is required to submit certain proposed actions and programs
for the review or prior written determination of no supervisory objection of the Deputy

Comptroller, the Board has the ultimate responsibility for proper and sound management of the

Bank and the completeness and accuracy of the Bank’s books and records.
(2) If, at any time, the Comptroller deems it appropriate in fulfilling the w
responsibilities placed upon him by the several laws of the United States to undertake any action
affecting the Bank, nothing in this Order shall in any way inhibit, estop, bar or otherwise prevent
the Comptroller from so doing.
3) The provisions of this Order shall remain effective and enforceable, except to the
extent that, and until such time as, any provisions of this Order shall have been amended,

suspended, waived, or terminated in writing by the Comptroller.
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4) In each instance in this Order in which the Bank or the Board is required to ensure
implementation of or adherence to, or to undertake to perform, an obligation of the Bank, the
Board shall:

(a) Authorize and adopt such actions on behalf of the Bank as may be
necessary or appropriate for the Bank to perform its obligations under this
Order;

(b) Require the timely reporting by Bank management of such actions
directed by the Board to be taken under the terms of this Order;

(©) Follow up on any non-compliance with such actions in a timely and
appropriate manner; and

(d) Require corrective action be taken in a timely manner for any non-
compliance with such actions.

&) This Order is intended to be, and shall be construed to be, a final order issued
pursuant to 12 U.S.C. § 1818(b), and expressly does not form, and may not be construed to form,
a contract binding the Comptroller or the United States.

(6) The terms of this Order, including this paragraph, are not subject to amendment or
modification by any extraneous expression, prior agreements or prior arrangements between the
parties, whether oral or written.

IN TESTIMONY WHEREOF, the undersigned, authorized by the Comptroller, has
hereunto set his hand on behalf of the Comptroller.

/sl 2/12/09

Steven J. Vander Wal Date
Assistant Deputy Comptroller
Southern California — South Field Office
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UNITED STATES OF AMERICA
DEPARTMENT OF THE TREASURY
COMPTROLLER OF THE CURRENCY

In the Matter of:
International City Bank AA-WE-08-74
Long Beach, California

STIPULATION AND CONSENT TO THE ISSUANCE
OF A CONSENT ORDER

The Comptroller of the Currency of the United States of America (“Comptroller”) intends
to initiate cease and desist proceedings against the International City Bank, Long Beach,
California (“Bank”), pursuant to 12 U.S.C. § 1818(b) through the issuance of a Notice of
Charges for an Order to Cease and Desist for: unsafe and unsound banking practices relating to
the supervision of the affairs of the Bank.

The Bank, in the interest of compliance and cooperation, consents to the issuance of a
Consent Order, dated February 12, 2009 (the “Order’);

In consideration of the above premises, the Comptroller, through his authorized
representative, and the Bank, through its duly elected and acting Board of Directors, hereby
stipulate and agree to the following:

ARTICLE ]
Jurisdiction

(D) The Bank is a national banking association chartered and examined by the
Comptroller pursuant to the National Bank Act of 1864, as amended, 12 U.S.C. § 1 ef segq.

(2)  The Comptroller is “the appropriate Federal banking agency” regarding the Bank

pursuant to 12 U.S.C. §§ 1813(q) and 1818(b).
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3) The Bank is an “insured depository institution” within the meaning of 12 U.S.C.

§ 1818(b)(1).
ARTICLE 11
Agreement

(D The Bank, without admitting or denying any wrongdoing, hereby consents and
agrees to the issuance of the Order by the Comptroller.

2) The Bank further agrees that said Order shall be deemed an “order issued with the
consent of the depository institution” as defined in 12 U.S.C. § 1818(h)(2), and consents and
agrees that said Order shall become effective upon its issuance and shall be fully enforceable by
the Comptroller under the provisions of 12 U.S.C. § 1818(i). Notwithstanding the absence of
mutuality of obligation, or of consideration, or of a contract, the Comptroller may enforce any of
the commitments or obligations herein undertaken by the Bank under his supervisory powers,
including 12 U.S.C. § 1818(i), and not as a matter of contract law. The Bank expressly
acknowledges that neither the Bank nor the Comptroller has any intention to enter into a
contract.

?3) The Bank also expressly acknowledges that no officer or employee of the
Comptroller has statutory or other authority to bind the United States, the U.S. Treasury
Department, the Comptroller, or any other federal bank regulatory agency or entity, or any
officer or employee of any of those entities to a contract affecting the Comptroller’s exercise of

his supervisory responsibilities.
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ARTICLE III
Waivers
€)) The Bank, by signing this Stipulation and Consent, hereby waives:
(a) the issuance of a Notice of Charges pursuant to 12 U.S.C.
§ 1818(b);
(b) any and all procedural rights available in connection with the
issuance of the Order;
(© all rights to a hearing and a final agency decision pursuant to 12
U.S.C. § 1818(i), 12 C.F.R. Part 19
(d) all rights to seek any type of administrative or judicial review of
the Order; and

(e) any and all rights to challenge or contest the validity of the Order.

ARTICLE IV
Other Action
€)) The Bank agrees that the provisions of this Stipulation and Consent shall not
inhibit, estop, bar, or otherwise prevent the Comptroller from taking any other action affecting
the Bank if, at any time, it deems it appropriate to do so to fulfill the responsibilities placed upon

him by the several laws of the United States of America.
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IN TESTIMONY WHEREOF, the undersigned, authorized by the Comptroller as his
representative, has hereunto set his hand on behalf of the Comptroller.

/s/ 2/12/09

Steven J. Vander Wal Date
Assistant Deputy Comptroller
Southern California — South Field Office

IN TESTIMONY WHEREOF, the undersigned, as the duly elected and acting Board of

Directors of the Bank, have hereunto set their hands on behalf of the Bank.

/s/ 2/12/09
F. King Alexander Date
Is/ 2/12/09
Bruce A. Cordingley Date
/s/ 2/12/09
N. Jack Dilday Date
/s/ 2/12/09
Jane J. Netherton Date
/s/ 2/12/09
Beverly O’Neill Date
/s/ 2/12/09
Stephen R. Oettinger Date
/s/ 2/12/09
Gerald K. Pedigo Date
/s/ 2/12/09
Jean Bixby Smith Date
/s/ 2/12/09
James J. Sullos, Jr. Date
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SUPERVISORY AGREEMENT

This Supervisory Agreement (Agreement) is made this 13th day of August, 2010, by and
through the Board of Managers (Board) of Pedcor Financial , LLC, Carmel, Indiana, OTS
Docket No. H3598 (Holding Company) and the Office of Thrift Supervision (OTS), acting by
and through its Regional Director for the Central Region (Regional Director).

WHEREAS, the OTS, pursuant to 12 U.S.C. § 1818, has the statutory authority to enter
into and enforce supervisory agreements to ensure the establishment and maintenance of
appropriate safeguards in the operation of the entities it regulates; and

WHEREAS, the Holding Company is subject to examination, regulation and supervision
by the OTS;

WHEREAS, based on its November 9, 2009 examination of the enterprise consisting of

the Holding Company and the Holding Company’s direct and indirect subsidiaries, Pedcor

Financial Bancorp, Carmel, Indiana, OTS Docket No. H4257 (Mid-Tier Holding Company), and

Fidelity Federal Bancorp, Evansville, Indiana, OTS Docket No. H2204 (First-Tier Holding
Company), the OTS finds that the Holding Company has engaged in unsafe or unsound practices
in conducting its consolidated operations; and |

WHEREAS, in furtherance of their common goal to ensure that the Holding Company
addresses the unsafe or unsound practices identified by the OTS in the November 9, 2009 Report
of Examination, the Holding Company and the OTS have mutually agreed to enter into this
Agreement.

NOW THEREFORE, in consideration of the above premises, it is agreed as follows:

Pedcor Financial, L1.C
Supervisory Agreement
Page 1 of 9
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Capital Plan,
L. By October 31, 2010, the Holding Company shall submit to the Regional Director a

written plan for enhancing the consolidated capital of the Holding Company (Capital Plan). The
Capital Plan shall cover the period beginning with the quarter starting January 1, 2011 through
the quarter ending December 31, 2012. At a minimum, the Capital Plan shall include:
(a)  establishment of a minimum tangible capital ratio of tangible equity capital to
total tangible assets commensurate with the Holding Company’s consolidated risk
profile;
(b)  capital preservation and enhancement strategies with specific time frames to
achieve and maintain the Board-established minimum tangible equity capital ratios;
(c)  operating strategies to achieve net income levels that will result in adequate debt
service throughout the term of the Capital Plan;
(d  contingency plans to provide capital support to the Mid-Tier Holding Company
and First-Tier Holding Company based on an assessment of the risk profile of the
activities of the consolidated Holding Company under various stress scenarios;
(e)  quarterly cash flow projections for the Holding Company on a stand alone basis
for the period covered by the Capital Plan that identify both the sources of funds and the
expected uses of funds;
D detailed scenarios to stress-test the consolidated minimum capital targets and debt
service coverage based on continuing operating results, economic conditions and risk

profile of consolidated assets; and

Pedcor Financial, LLC
Supervisory Agreement
Page 2 of 9
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() identification of all relevant assumptions made in formulating the Capital Plan
and a requirement that doéumentation supporting such assumptions be retained by the
Holding Company.
2. Upon receipt of written notification from the Regional Director that the Capital Plan is
acceptable, the Holding Company shall implement and adhere to the Capital Plan. A copy of the
Capital Plan shall be provided to the Regional Director within five (5) days after Board approval.
3. Any material modifications’ to the Capital Plan shall receive the prior written non-
objection of the Regional Director, The Holding Company shall submit proposed material
modifications to the Regional Director at least forty-five (45) days prior to implementation.
Capital Plan Variance Reports,
4. Within forty-five (45) days after the erid of each quarter, after implementation of the
Capital Plan, the Board shall review quarterly variance reports on the Holding Company’s
compliance with the Capital Plan (Variance Reports). The Variance Report shall:
(a)  identify variances in the Holding Company’s actual performance during the
preceding quarter as compared to the projections set forth in the Capital Plan;
(b)  contain an analysis and explanation of identified variances; and
(c)  discuss the specific measures taken or to be taken by the Holding Company to
address identified variances.
5. A copy of each Variance Report shall be provided to the Regional Director within five

(5) days after Board review.

! A modification shall be considered material under this Paragraph if the Holding Company: (a) plans to engage in
ahy activity that is inconsistent with the Capital Plan; (b) plans to exceed the level of any activity contemplated in
the Capital Plan by more than ten percent (10%); or (c) fails to meet target amounts established in the Capital Plan
by more than ten percent (10%).

Pedcor Financial, LLC
Supervisory Agreement
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Dividends and Capital Distributions.
6. Effective immediately, the Holding Company shall not declare or pay any cash dividends

or other capital distributions or purchase, repurchase or redeem or commit to purchase,
repurchase, or redeem any Holding Company equity stock without the prior written non-
objection of the Regional Director. The Holding Company shall submit its written request for
non-objection to the Regional Director at least forty-five (45) days prior to the anticipated date of
the proposed dividend, capital distribution, or stock transaction. The written request for such
notice of non-objection shall: (a) contain current and pro forma projections regarding the
Holding Company’s capital, asset quality, and earnings; and (b) address compliance with the

Capital Plan required by Paragraph 1 of this Agreement.

Debt Limitations.
7. Effective immediately, the Holding Company shall not; incur, issue, renew, redeem, or

rollover any debt,” increase any current lines of credit, or otherwise incur any additional debt
without receiving the prior written non-objection of the Regional Director. All written requests
to the Regional Director shall include, at a minimum: a statement regarding the purpose of the
debt; a copy of the debt agreement; the planned source(s) for debt repayment; and an analysis of
the cash flow resources available to meet such debt repayment. The Holding Company’s written
request for non-objection shall be submitted to the Regional Director at least forty-five (45) days
prior to the anticipated date of the proposed debt issuance, renewal, redemption, or rollover; the

proposed increase in any current lines of credit; or any other incurrence of additional debt.

2 For purposes of this Patagraph, the term “debt” includes, but is not limited to: loans, bonds, cumulative preferred
stock, hybrid capital instruments such as subordinated debt or trust preferred securities, and guarantees of debt; and
does not include: liabilities that are incurred in the ordinary course of business to acquire goods and services and that
are normally recorded as accounts payable or accruals under generally accepted accounting principles,

Pedcor Financial, LLC
Supervisory Agreement
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nflict of In Poli
8. Within ninety (90) days, the Holding Company shall adopt, implement, and thereafter
adhere to a written, comprehensive conflict of interest policy (Conflict of Interest Policy)
applicable to the Holding Company's directors, principal shareholders, and executive officers
(Insiders) and related interests (Related Interests) of such Insiders as defined by 12 C.F.R. Part
215. The Conflict of Interest Policy, in addition to defining a conflict of interest, shall address:
(a)  avoidance of conflicts of interest and breaches of fiduciary duty, and the
appearance of conflicts of interest by Insiders and Related Interests;
(b)  involvement in the Holding Company’s transaction approval process by Insiders
and Related Interests that may benefit directly or inidirectly from a Holding Company’s
decision to enter into a transaction;
(¢)  disclosure of actual and potential conflicts of interest to the Board and periodic
disclosure of Related Interests as required by 12 C.F.R. Part 215;
(d)  requirements for arms-length dealing by the Holding Company, Mid-Tier Holding
Company, and First-Tier Holding Company in any transactions involving Insiders and/or
Related Interests;
(e)  arequirement that all transactions among the Holding Company and its direct or
indirect subsidiaries are conducted in accordance with the applicable written agreement
and are recorded accurately on the books and records of each entity;
3] disclosure of any Insider's or Related Interest’s interest in the business of a
borrower, vendor, independent contractor, supplier, or customer of the Holding
Company; and

(2) restrictions on and disclosure of receipt of anything of value received by Insiders
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or Related Interests, directly or indirectly, from borrowers, vendors, independent
contractors, suppliers, or customers of the Holding Company.
9. Upon adoption by the Board, a copy of the Confli¢t of Interest Policy shall be forwarded
to the Regional Director.
10.  The Board shall ensure that the Holding Company has processes, personnel, and control
systems to ensure implementation of and adherence to its Conflict of Interest Policy.
Iden Parac Payments
11.  Effective immediately, the Holding Company shall not make any golden parachute
payment® unless, with respect to such payment, the Association has complied with the
requirements of 12 C.F.R. Part 359,
Director; | M ment Change,
12.  Effective immediately, the Holding Company shall comply with the prior notification
requirements for changes in directors and Senior Executive Officers* set forth in 12 C.F.R. Part
563, Subpart H.
Effective Date.
13.  This Agreement is effective on the Effective Date as shown on the first page.
Duration,
14.  This Agreement shall remain in effect until terminated, modified or suspended, by written
notice of such action by the OTS, acting by and through its authorized representatives.
Time Calculations.
15.  Calculation of time limitations for compliance with the terms of this Agreement run from

the Effective Date and shall be based on calendar days, unless otherwise noted.

? The term “golden parachute payment” is defined at 12 C.F.R. § 359. 1(0).
4 The term “Senior Executive Officer” is defined at 12-CF.R. § 563.555.
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Submissions and Notices.

16.  All submissions to the OTS that are required by or contemplated by the Agreement shall
be submitted within the specified timeframes.
17.  Except as otherwise provided herein, all submissions, requests, communications,
consents or other documents relating to this Agreement shall be in writing and sent by first class
U.S. mail (or by reputable overnight carrier, electronic facsimile transmission or hand delivery
by messenger) addressed as follows:
(a) To the OTS:
Regional Director
Office of Thirift Supervision
One South Wacker Drive, Suite 2000
Chicago, Illinois 60606
Facsimile: (312) 917-5001
(b)  To the Holding Company:
Chairman of the Board
Pedcor Financial, LL.C
770 3 Avenue, SW

Carmel, Indiana 46032
Facsimile: (317) 218-2665

No Violations Authorized.

18.  Nothing in this Agreement shall be construed as allowing the Holding Company, its
Board, officers or employees to violate any law, rule, or regulation.

OTS Authority Net Affected.

19.  Nothing in this Agreement shall inhibit, estop, bar or otherwise prevent the OTS from
taking any other action affecting the Holding Company if at any time the OTS deems it

appropriate to do so to fulfill the responsibilities placed upon the OTS by law.
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Other Governmental Actions Not Affected.

20.  The Holding Company acknowledges and agrees that its execution of the Agreement is
solely for the purpose of resolving the matters addressed herein, consistent with Paragraph 19
above, and does not otherwise release, discharge, compromise, settle, dismiss, resolve, or in any
way affect any actions, charges against, or liability of the Holding Company that arise pursuant
to this action or otherwise, and that may be or have been brought by any governmental entity
other than the OTS.

iscell
21.  Thelaws of the United States of America shall govern the construction and validity of
this Agreement.
22.  If any provision of this Agreement is ruled to be invalid, illegal, or unenforceable by the
decision of any Court of competent jurisdiction, the validity, legality, and enforceability of the
remaining provisions hereof shall not in any way be affected or impaired thereby, unless the
Regional Director in his or her sole discretion determines otherwise.
23, All references to the QTS in this Agreement shall also mean any of the OTS’s
predecessors, successors, and assigns.
24.  The section and paragraph headings in this Agreement are for convenience only and shall
not affect the interpretation of this Agreement.
25.  The terms of this Agreement represent the final agreement of the parties with respect to
the subject matters thereof, and constitute the sole agreement of the parties with respect to such

subject matters.
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Enforceability of Agreement.

26.  This Agreement is a “written agreement” entered into with an agency within the meaning
and for the purposes of 12 U.S.C. § 1818.
Signature of Managers/Board Resolution.
27.  Each Manager signing this Agreement attests that he or she voted in favor of a Board
Resolution authorizing the consent of the Holding Company to the issuance and execution of the
Agreement. This Agreement may be executed in counterparts by the managers after approval of
execution of the Agreement at a duly called board meeting. A copy of the Board Resolution
authorizing execution of this Agreement shall be delivered to the Regional Director along with
the executed original(s) of this Agreement.

WHEREFORE, the OTS, acting by and through its Regional Director, and the Board of

the Holding Company, hereby execute this Agreement.

Accepted by:
PEDCOR FINANCIAL, LLC Office of Thrift Supervision
Carmel, Indiana
fsl By: ls/
Bruce A. Cordingley, Manager Daniel T. McKee '
Regional Director, Central Region
/sl
Gerald K. Pedigo, Manager
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SUPERVISORY AGREEMENT

This Supervisory Agreement (Agreement) is made this 13th day of August, 2010 by and
through the Board of Directors (Board) of United Fidelity Bank, F.S.B., Evansville, Indiana,
OTS Docket No, 03676 (Association) and the Office of Thrift Supervision (OTS), acting by and
through its Regional Director for the Central Region (Regional Director);

WHEREAS, the OTS, pursuant to 12 U.S.C. § 1818, has the statutory authority to enter
into and enforce supervisory agreements to ensure the establishment and maintenance of
appropriate safeguards in the operation of the entities it regulates; and

WHEREAS, the Association is subject to examination, regulation and supervision by the
OTS; and

WHEREAS, based on its examination of the Association, the OTS finds that the
Association has engaged in unsafe or unsound practices and/or violations of law or regulation;
and

WHEREAS, in furtherance of their common goal to ensure that the Association
addresses the unsafe or unsound practices and/or violations of law or regulation identified by the
OTS in the October 19, 2009 Report of Examination (2009 ROE), the Association and the OTS
have mutually agreed to enter into this Agreement.

WHEREAS, on August 13th, 2010, the Association’s Board, at a duly constituted
meeting, adopted a resolution (Board Resolution) that authorizes the Association to enter into
this Agreement and directs compliance by the Association and its directors, officers, employees,
and other institution-affiliated parties with each and every provision of this Agreement.

NOW THEREFORE, in consideration of the above premises, it is agreed as follows:
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Transactions with Affiliates.
1. Effective immediately, the Association shall not engage in any new or amended
transaction with an affiliate unless, with respect to each such transaction, the Association has
complied with the notice requirements set forth in 12 C.F.R. § 563.41(c)(4), which shall include
the information set forth in 12 C.F.R. § 563.41(c)(3). The Board shall ensure that any
transaction with an affiliate for which notice is submitted pursuant to this Paragraph, complies
with the requirements of 12 C.F.R. § 563.41 and Regulation W, 12 C.F.R. Part 223.
2. Within sixty (60) days, the Association shall take specific steps to resolve the affiliate
transaction violations identified in the 2009 ROE and to comply with the express terms and
conditions of each written agreement covering a derivative transaction with an affiliate.
3. Within sixty (60) days, the Association shall adopt a written policy to comply with the
requirements of 12 C.F.R. § 563.41 (Affiliate Transactions Policy). The Affiliate Transactions
Policy shall include, at a minimum:
(a) a provision for training appropriate Association personnel and members of the
Board at least annually regarding all aspects of Section 563.41 and Regulation W, 12
C.F.R. Part 223;
(b)  aprocess to identify the Association’s affiliates and continually update such
information;
© a process to identify all of the Association’s affiliate transactions as defined in 12
C.F.R. § 563.41 and non-affiliate transactions that benefit an affiliate as defined in 12
C.FR. § 223.16(a);
(d)  procedures for independent annual review of the Association’s compliance with

the contractual terms of each affiliate transaction and confirmation that each affiliate
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transaction is accurately recorded on the books of the Association; and
(e) a requirement for adequate, centralized records of all transactions covered by the
Affiliate Transactions Policy in a form and manner that will enable easy, independent
review.
Asset Quality,
4. By September 30, 2010, the Association shall develop a written specific workout plan
(Asset Workout Plan) for each adversely classified asset or group of such classified assets to any
one borrower or loan relationship in the amount of five hundred thousand dollars ($500,000) or
greater.
5. Within forty-five (45) days after the end of each quarter, beginning with the quarter
ending September 30, 2010, the Association shall submit a quarterly written asset status report
(Quarterly Asset Report) to the Board. The Board’s review of the Quarterly Asset Report shall
be documented in the Board meeting minutes. The Quarterly Asset Report shall include, at a
minimum:
(a) the current status of all Asset Workout Plans;
(b)  the ratio of classified assets to Tier 1 (Core) capital plus allowance for loan and
lease losses (ALLL);
(©) a comparison of classified assets at the current quarter end with the preceding
quarter; and
(d)  adiscussion of the actions taken during the preceding quarter to reduce the

Association’s level of classified assets.
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6. Within forty-five (45) days after the end of each quarter, beginning with the quarter
ending September 30, 2010, a copy of the Quarterly Asset Report shall be provided to the

Regional Director.
Restriction on Lending to Classified Borrowers.

7. Effective immediately, the Association shall not extend, directly or indirectly, without
prior written Regional Director non-objection any additional credit to, or for the benefit of, any
borrower who has a loan or other extension of credit from the Association that has been charged
off or classified, in whole or in part, as a “Loss” and is uncollected. The Association’s expenses
incurred in connection with its real estate owned (REQ), including in-substance foreclosures, are

not covered by this Paragraph.

8. Effective immediately, the Association shall not make any additional extensions of credit,
directly or indirectly, to any borrower whose loans are adversely classified as “Substandard”
unless prior to extending additional credit pursuant to this Paragraph, whether in the form of a
renewal, extension, or further advance of funds, such additional credit shall be approved by the

Board, or a designated committee thereof, who shall certify in writing:

(a)  why the extension of such credit is in the best interests of the Association;

(b)  that an appropriate workout plan has been developed and will be implemented in

conjunction with the additional credit to be extended; and

(c)  that the signed certification shall be made a part of the minutes of the meeting of

the Board or designated committee 