
LAREDO MUNICIPAL HOUSING CORPORATION BOARD 
559 B POPULAR LANE 

CITY OF LAREDO 
OCTOBER 7, 1998 

5:30 P.M. 

MINUTES 

I. Call to order 

With a quorum present Mayor Elizabeth G. Flores called 
the meeting to order. 

II. Roll Call 
In Attendance: 
Elizabeth G. Flores, 
Alfredo Agredano, 
Louis H. Bruni 
John C. Galo 
Cecilia May Moreno 
Eliseo Valdez, Jr. 
Joe A. Guerra 
Mario G. Alvarado 
Consuelo 11 Chelo 11 Montalvo 
Gustavo Guevara, Jr., 
Florencio Pena, III 

Mayor 
Councilmember, District 

II District 
II District 
II District 
II District 
II District 
II District 
II District 

City Secretary 
City Manager 

III. The Laredo Municipal Housing Corporation Board. 

I 
II 
III 
IV 
V 
VI 
VII 
VIII 

A. Discussion on the basic areas of operation which will 
be reviewed during the LMHC internal audit and to 
ensure that all concerns are addressed in the scope of 
the internal audit. 

Judith Baber, Internal Auditor, began the presentation 
by saying they wanted to start by showing a seven 
minute video on the municipal properties. 

In 1976 the Laredo Municipal Housing Corporation was 
established to acquire 74 duplexes and 147 rental units 
from the federal government due to housing shortage and 
to provide affordable rental units to the citizens of 
Laredo. The occupancy rate is 98% and tenants at this 
location normally stay several years. There is a 
waiting list of 510 applicants. Applicants are 
qualified by providing rental references, credit 
history, employment and income verification. 

The Jose A. Flores Apartments consists of 147 units 
that are managed and operated by LMHC. They are 
structurally sound and in good condition due to 



improvements that have been made. Within the past 
years the roof shingles and shower stalls have been 
replaced and the exterior walls have been repainted. 
A Capital Improvement Plan is underway in order to 
replace kitchen cabinets, floor tiles, and exterior 
utility rooms. Air conditioning, heating units, 
refrigerators, and gas ranges are replaced as 
necessary. 

Jose A. Flores Apartments range from: 
50 units - 2 bd. at $315.00 monthly 
67 units - 3 bd. at $350.00 monthly 
30 units - 4 bd. at $390.00 monthly 

Rental units consist of approximately 940 sq.ft. to 
1,397 sq.ft. in living space. They have front yards, 
backyards, carport, living room, kitchen and storage 
room. 

The two bedroom units include (1) full bathroom, while 
three bedroom and four (4) bedrooms units include two 
full bathrooms. 

Other rental rate charges within in the city are: 
2 bd. at $420 - $472 
3 bd. at $463 - $596 
4 bd. at $670 

Rental units are at below fair market rate and low $100 
deposits are required. Maintenance repairs provided 
are plumbing, air conditioning, heating, carpentry, 
electrical, fumigation, windows, sliding doors and 
necessary repairs for the safety of the families. 
Paying water utility services including collection of 
garbage with no federal assistance provided. LMHC 
operates only with rental revenues collected from the 
rental units. The last rental increases occurred on 
October 1, 1996. 

Thomas Flores Apartments: 

These apartments are located in West Laredo and offer 
64 rental units. Thirteen (13) units are reserved for 
low income families at 50% of average medium income. 
No rental rate increase being proposed FY 1998/1999. 

Occupancy rate is at 97%, with same qualifying 
requirements. There is a waiting list of 146 
applications for the Thomas Flores Apartments. 
Applicants are qualified by rental references, credit 
history, employment and income verifications. 

Current rents are as follows: 
25 - 2 bd. at $335 
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26 - 3 bd. at $395 
7 - 2 bd. at $220 
6 - 3 bd. at $240 

Designated low income units as per HUD Grant 
requirements. 

The rental units are approximately 762 sq.ft. to 986 
sq.ft. in living space with washer/dryer hookups, 
assigned parking spaces, secured fencing, security 
guard services, and playground. Park shelters with 
picnic tables were recently installed for the 
convenience and enjoyment of residents at this 
location. 

It was noted that every rental rate charge within the 
city ranges from $420 to $472 for two bedrooms and from 
$470 to $596 for three bedroom units. 

Additional assistance provided by LMHC is offering 
rental units at below fair market rental rates. No 
$100 deposit requirements, paying water utility 
services including collection of garbage. No federal 
assistance is provided. LMHC operates only with the 
rental revenues collected from the rental units. 
Last rental increase occurred on January 1, 1998. 

Lease/Purchase Program at the Riverhill Subdivision. 

The Board of Directors authorized the purchase of 50 
residential lots for the development of the 
Lease/Purchase Program. The LMHC Board of Directors 
approved and implemented the program due to the urgent 
need of affordable single family homes and the 
targeting market not currently being served or eligible 
for home ownership due to credit problems. Counseling 
homeowners and credit counseling is managed during the 
three year lease period. LMHC pays up front down 
payment and closing costs for families. Families 
reimburse LMHC for the downpayment and closing costs 
during the three year lease period. LMHC obtains 30-
year mortgage notes to finance the homes, families 
assume the mortgage note at the end of the three year 
lease period. 

Homes being constructed include the following: 
Lots from 50'x100' and 50'x110', 3 bd. - 2 bathroom 
plus carport, kitchen, living room, utility room, air 
conditioning, brick veneer, and 1,200 sq. ft. of living 
space. Ten floor plans and 14 front facades will be 
available. Homes are sold at cost. 

Financial: $500 required to participate in program. 
Cost of home and lot is approximately $58,500 with an 
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appraised value of approximately $71,500. 

Target population: Are first time home buyers who must 
meet the requirements of two years steady employment, 
have marketable or acceptable credit, and take 
mandatory credit and home ownership counseling. 

Thirty five units are targeted for families at or below 
80% meeting the average income and fifteen units are 
targeted for families at or below 150% median average 
income. 

LMHC's responsibilities are: own, manage, and lease 
for first three years, collection of monthly rents, 
credit and ownership counseling, provide payments to 
units, supervise construction process, and enforce the 
lease process guidelines and sell homes to families 
at the end of the three years. 

Mario Maldonado, LMHC Director, introduced the 
Administration staff and went over the operations of 
the corporation. He continued with administrative and 
maintenance duties and responsibilities and improve
ments accomplished. Administrative day to day 
responsibilities are, collect daily payments, send out 
delinquent notices, process eviction notices, daily 
cash deposits, application intake for the three 
projects, application processing for the vacant units, 
updating waiting list, revenue report to Finance 
department, handling tenant disputes or concerns, the 
payroll, reviewing 211 contracts on a yearly basis, 
recertifying of low income program participants, 
request purchase orders, prepare monthly reports for 
the Finance Department, collection and processing of 
Sections 18's. The maintenance staff's assigned task 
is to respond in a timely manner to all work order 
requests. They,are responsible for all carpentry, the 
plumbing, electrical, air conditioning, window 
replacement, grass and tree trimming, cleaning of 
common areas, debris pickup, providing of inspection of 
units, repairing and cleaning of all vacant units, and 
conducting the Capital Improvements projects. 

Mr. Maldonado briefly gave an overview of the Capital 
Improvements that have been completed or are in the 
process as follows: 

Jose A. Flores Apts 
Re-roofed 
Repainted 
Shower Stalls Changed/replaced 

Thomas Flores Apts 
Installed Security Fence - 1997 
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Jose A. Flores Apts 
Floor tile - completed 
Floor tile - to complete this year 

Thomas Flores Apts. 
Floor tile - completed 
Floor tile - to complete this year 

Jose A. Flores Apts 
Kitchen cabinets - completed 
Kitchen cabinets - to complete 
Kitchen cabinets - next 2 years 
Exterior Utility Rooms - replaced 
Exterior Utility Rooms - to replace 
Exterior Utility Rooms - next 2 yrs 

119 units 
28 units 

40 units 
24 units 

29 units 
29 units 
89 units 
60 units 
27 units 
60 units 

Air conditioning, heating, appliances are replace as 
needed. 

Next 5 years improvements that are scheduled or will 
be presented to the Board will be the floor tile for 
24 units and some units need to be replaced at the 
Thomas Flores Apartments. Repainting and kitchen 
cabinets are scheduled for 89 units at the Jose A. 
Flores Apts. 

He concluded by explaining the Capital Improvements and 
the Lease Purchase Program. 

Judith Baber went over the description of the 
performance audit process. She explained the three 
essential forms of audits that are practiced. 

FINANCIAL AUDITS 

THE ANALYSIS OF THE ECONOMIC ACTIVITY AS MEASURED AND 
REPORTED BY ACCOUNTING METHODS. 

COMPLIANCE AUDITS 

THE REVIEW OF BOTH FINANCIAL AND OPERATING CONTROLS AND 
TRANSACTIONS TO SEE HOW WELL THEY CONFORM WITH 

ESTABLISHED STANDARDS 

OPERATIONAL PERFORMANCE AUDITS 

THE COMPREHENSIVE REVIEW OF UNIT ACTIVITIES, SYSTEMS AND 
CONTROLS WITHIN AN ENTERPRISE TO REACH ECONOMIC, 

EFFICIENCY, EFFECTIVENESS, OR OTHER OBJECTIVES 
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She continued with a description of the Performance 
Audit Process as follows: 

1. Preliminary Survey - Determine who does what, why 
it is done, how it is done, when is it done, how 
much it costs, and what are the objectives, goals 
and standards. 

2. Audit Program - Specifying in writing which 
activities to review and which transactions to 
examine, which operating objectives to emphasize, 
which standards to measure against, and how many 
transactions to review. 

3. Field Work - Carrying out the audit procedures 
called for in the audit program which includes 
performing all the tests, comparisons, obtaining 
evidence for audit conclusions, determining the 
validity of objectives, goals, standards, and 
assessing effectiveness. 

4. Development of Deficiency Findings - Determining in 
specific instances what actually was done and what 
should have been done, assessing the significance 
of any variances and quantifying in terms of 
dollars, isolating the cause, obtaining management 
concurrence of the facts, making recommendations 
and suggestions, and promoting corrective action. 

5. Preparation of Working Papers - Documenting results 
of the audit by describing the audit findings, pre
paring a record of what was done in the audit and 
the evidence gathered, and demonstrating the scope 
of the examination. 

6. Reporting on the Audit - Presenting audit results 
and communicating the audit purpose, scope, 
findings, recommendations and acknowledging 
corrective action. 

They will do a LMHC Baseline Comparison with other 
entities based on the following: Collection rate, 
turnover rate, waiting list, delinquency rate, market 
rents, administrative cost per unit, and maintenance 
cost per unit. 

Cm. Galo said this is not the type of audit that he is 
interested in because he does not think there is any 
money missing or any paper redundancies. He said if 
our goal is to get as many people in or provide as many 
low income rental units then we need to be economically 
sound in our operating. He added that what he sees is 
$357,000 in salaries that is over 1/2 of the income for 
the units and that money can be used to lower rent or 
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build more units. He sees a conflict and wanted to 
know if the city is trying to hedge money because we 
have payments in lieu of tax, administrative fees, etc. 
He questioned if the city is cushioning this in just so 
we can have more money, because he knows that the money 
is going to the general fund. Is that our goal and the 
purpose? 

City Manager Pena replied that it is not the case or 
the intent, but they can identify those items. He 
explained that for example 40% of Mrs. Collazo's salary 
is being charged. 

Cindy Collazo, Community Development Director, 
explained that we received federal funds, it's a HUD 
Grant and there are problems if she does not work with 
programs that are not HUD related. She is very much 
involved in projects other than CDBG. She added that 
she has been doing bridge, noise, and all kinds of 
projects that are not CDBG, so what they did previously 
under the direction of the previous City Manager who 
directed her to charge a portion of her salary to this 
account so she did oversee it, it's up to 40% because 
right now she is charging airport, because she is doing 
work on the noise abatement where there is a $6 million 
grant that she will administer. 

Cm. Galo said they can contract these services out 
for the daily paperwork for maybe $30,000 or less 
because we ourselves are over charging by taking that 
money and using it somewhere else. If our goal really 
is to put these people in homes, then lets turn around 
and leave that money in there to either build more 
units or lower the rents, because there are 510 
applicants in the waiting list. He concluded by saying 
that we are just jumping around and not really helping 
a lot of people. 

City Manager Pena expressed that his point is well 
taken. In reference to the audit, what this audit is 
going to do is identify and compare the administrative 
cost of running these units versus other entities then 
its going to make recommendations. They will also 
analyze the payment of new taxes. 

Mayor Elizabeth Flores stated that we should expand as 
much money as possible in the operation of building 
more units not in the administrative. To run it 
so efficiently and so effectively that a large surplus 
of money is created that can be used to build more 
units. She said we should be supplementing the 
administrative charges some how so that the actual 
income is used to build more homes and to put more 
people in homes and not taking from it. Mayor Flores 
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said this is a corporation and it can apply for tax 
credits, sell these tax credits, and do our own interim 
construction. 

Cm. Alvarado said the life expectancy of the units 
needs to be looked at and we would be speaking of two 
options; one is it worth it to keep up the maintenance, 
or two, should we build new units? 

Mayor Flores indicated this is big town prime and 
premium real estate locations and if sold we could 
get more money and get nicer and newer units and 

still probably have money left over to continue to 
build more units. 

Cm. Alvarado recommended to allow staff to do the 
internal audit because we do want to be able to reach 
some type of model where we can do performance audits 
of the operations of all of the departments we have 
within the city. We do want to make sure that every 
department is operating effectively. We do not want to 
pick any particular area or any particular department 
and this audit is a good opportunity for all of us to 
take something positive from to implement to all of our 
departments. 

City Manager Pena said internal auditing is a new area 
for cities across the country. Cities are experimenting 
with audits, but we would like to take the lead. He 
and Ms. Collazo are going to training on how to conduct 
these audits. They would like the Auditing Director and 
some council members to help them with this process. 
After this audit they will have a committee to select 
the departments they want to do next and there will be 
a program. Hopefully by this time next year several 
departments within the city will have been audited. 

Ms. Cindy Collazo reported that when they discussed the 
initial request by council to secure an architect to 
perform an evaluation of property they decided to 
contact an architect. They contacted Mr. John Hickey 
for a proposal for a different type of performance 
audit. He provided a proposal to do a comprehensive 
sampling of the two properties. Since they are similar 
plans and similar materials he would take a proportion 
of the bedroom size, do a physical inspection of all 
the units to include the structure, lead base asbestos, 
review the roofs, etc. He would evaluate the present 
condition of past and ongoing maintenance repairs and 
look for the need for maintenance repairs for the 
immediate and distant future. He would also provide a 
comprehensive review of all past and present repairs 
and cost. The cost of Mr. Hickey's 10 day evaluation 
would be $3,000. 
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Motion to approve for architect evaluation of 
properties for $3,000 and to proceed with the audit. 

Moved: Cm. Alvarado 
Second: Cm. Galo 
For: 7 Against: 0 Abstain: O 

B . Brief tour of the Jose Flores properties and the Thomas 
Flores properties. 

There was no tour of the Jose Flores properties and the 
Thomas Flores Properties. 

Motion to adjourn. 

Moved: Cm. Galo 
Second: Cm. Alvarado 
For: 7 Against: 0 Abstain: 0 

I hereby certify that the above minutes contained in pages 01 
to 09 are true, complete, and correct proceedings of the 
Laredo Municipal Housing Corporation Board. A certified copy 
is on file at the City Secretary's ~ -

~~==~~~ 

Minutes approved on: October 26, 1998 
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