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Texas Department of Housing and Community Affairs

PROGRAMMATIC IMPACT
Fiscal Year 2022 Reporting Period (9/1/2021 —2/28/2022)

Owner Financing and Down Payment
= 30-year, fixed interest rate mortgage loans
= Mortgage credit certificates
= Down payment, closing cost assistance
= Homebuyer education

Programs:
= Single Family Homeownership

Expended Funds: $886,230,750
Total Households Served: 4,121

Energy Related Assistance
= Utility bill payment assistance
= Energy consumption education
= Weatherization for energy efficiency

Programs:
= Comprehensive Energy Assistance Program (CEAP)
=  Weatherization Assistance Program (WAP)

Expended CEAP Funds: $83,890,558
Total Households Served: 88,986

Multifamily New Construction

= Affordable rental units financed and developed
Programs:
= 9% Housing Tax Credits (HTC)
= 4% Housing Tax Credits (HTC)
= Multifamily Bonds
= Multifamily Direct Loan Program*

Expended Funds: $47,704,669

Total Households Served: 4,626

Homelessness Services
= Shelter building rehabilitation, conversion, operations
= Essential services e.g., health services, transportation, job
training, employment services

Programs:

= Emergency Solutions Grant Program (ESG)

= Homeless Housing and Services Program (HHSP)
Expended Funds: $19,481,276
Total Individuals Served: 22,446

Multifamily Rehab Construction
Affordable rental units financed and rehabilitated

Programs:

= 9% Housing Tax Credits (HTC)
= 4% Housing Tax Credits (HTC)
= Multifamily Bonds

Expended Funds: $10,573,878
Total Households Served: 1,903

Supportive Services
Provides administrative support for essential services for low
income individuals through Community Action Agencies

Program:
= Community Services Block Grant Program (CSBG)

$17,752,129
181,458

Expended Funds:
Total Individuals Served:

Owner Rehabilitation Assistance
= Home rehabilitation, reconstruction
= Manufactured housing unit replacement

= Accessibility modifications e.g., ramp, grab bar installation

Programs:
= Homeowner Reconstruction Assistance Program (HRA)*
= Amy Young Barrier Removal Program

Expended Funds: $3,815,870

Total Households Served: 56

Rental Assistance
= Short, long term rent payment help
= Assistance linked with services, Transitional assistance
= Security, utility deposits
Programs:
= Tenant-Based Rental Assistance (TBRA)*
= Section 8 Housing Choice Vouchers
= Section 811

Expended Funds: $5,245,935
Total Households Served: 3,977

Single Family Development
= Single family development, reconstruction, rehabilitation
= NSP, Do-it-yourself, “sweat equity” construction (bootstrap),
rehabilitation, Contract for Deed refinance

Programs:
= Single Family Development Program (SFD)*
= Contract for Deed (CFD)

Expended Funds: $841,500
Total Households Served: 17

Total Expended Funds: $1,084,528,836
Total Households Served: 308,756

All FY2022 data as reported in TDHCA's 2022
performance measures.

Note: Some households may have been served by
more than one TDHCA program. For some
programs, allocation is used as a proxy for
expenditures. Because of timing of funds request,
the funds expended for the quarter may be
readjusted substantially by year end.

* Administered through the federally funded HOME Investment Partnerships Program

**TBRA Funds are reported on an annual basis and are not included in the rental assistance total




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
GOVERNING BOARD MEETING

AGENDA
10:00 AM
April 14, 2022

John H. Reagan Building, JHR 140
1400 Congress Ave
Austin, Texas 78701

CALL TO ORDER

ROLL CALL

CERTIFICATION OF QUORUM

Leo Vasquez, Chair

Pledge of Allegiance - I pledge allegiance to the flag of the United States of America, and to the republic
for which it stands, one nation under God, indivisible, with liberty and justice for all.

Texas Allegiance - Honor the Texas flag; | pledge allegiance to thee, Texas, one state under God, one
and indivisible.

Resolution Recognizing May as Community Action Month
Resolution recognizing May as National Mobility Awareness Month

CONSENT AGENDA
Iltems on the Consent Agenda may be removed at the request of any Board member and considered at
another appropriate time on this agenda. Placement on the Consent Agenda does not limit the possibility
of any presentation, discussion or approval at this meeting. Under no circumstances does the Consent
Agenda alter any requirements under Chapter 551 of the Tex. Gov’t Code, Texas Open Meetings Act.
Action may be taken on any item on this agenda, regardless of how designated.

b)

This will be an open, public meeting conducted under Tex. Gov’t Code, chapter 551, without COVID-19
emergency waivers. There will not be a remote online or telephone option for public participation. The

ITEM 1: APPROVAL OF THE FOLLOWING ITEMS PRESENTED IN THE BOARD MATERIALS:

EXECUTIVE

Presentation, discussion, and possible action on Board meeting minutes summary for
March 10, 2022

ASSET MANAGEMENT

Presentation, discussion, and possible action regarding a Material Amendment to the
Housing Tax Credit Application

17405 Bridge at Cameron Austin

19094 Laurel Vista Beaumont

BOND FINANCE

Presentation, discussion, and possible action on Inducement Resolution No. 22-018 for
Multifamily Housing Revenue Bonds regarding authorization for filing applications for
private activity bond authority

Beau Eccles
Board
Secretary

Rosalio Banuelos
Director of Asset
Management

Teresa Morales
Director of
Multifamily Bonds

meeting, however, will be streamed online for public viewing. Masks will be available for members of the public
who wish to attend this public meeting.



d)

f)

g)

h)

j)

k)

Presentation, discussion, and possible action on Resolution No. 22-019 regarding the
annual approval of the Department’s Interest Rate Swap Policy

Presentation, discussion, and possible action on Resolution No. 22-020 regarding the
annual approval of the Department’s Investment Policy

RULES

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.1
Reasonable Accommodation Requests to the Department, an order adopting new§1.1
Reasonable Accommodation Requests to the Department, and an order directing their
publication for adoption in the Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.2
Department Complaint System to the Department, an order adopting new §1.2
Department Complaint Process, and an order directing their publication for adoption
in the Texas Register

Presentation, discussion, and possible action on the statutory four-year rule review
ordering readoption of 10 TAC Chapter 1, Administration, Subchapter A, General
Policies and Procedures, §1.4, Protest Procedures for Contractors, and directing its
publication for readoption in the Texas Register

Presentation, discussion, and possible action on the statutory four-year rule review
ordering readoption of 10 TAC Chapter 1, Administration, Subchapter A, General
Policies and Procedures, §1.6, Historically Underutilized Businesses, and directing its
publication for readoption in the Texas Register

Presentation, discussion, and possible action on the statutory four-year rule review
ordering readoption for 10 TAC Chapter 1, Administration, Subchapter A, General
Policies and Procedures, §1.12, Negotiated Rulemaking, and directing its publication
for readoption in the Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.13
Contested Case Hearing Procedures, an order adopting new §1.13 Contested Case
Hearing Procedures, and directing their publication for adoption in the Texas Register
Presentation, discussion, and possible action on the statutory four-year rule review
ordering readoption of 10 TAC Chapter 1, Administration, Subchapter A, General
Policies and Procedures, §1.17, Alternative Dispute Resolution, and directing its
publication for readoption in the Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.19
Reallocation of Financial Assistance, an order adopting new §1.19 Reallocation of
Financial Assistance, and an order directing their publication for adoption in the
Texas Register

Presentation, discussion, and possible action on an order adopting the repeal of 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.22
Providing Contact Information to the Department, an order adopting new , §1.22
Providing Contact Information to the Department, and an order directing their
publication for adoption in the Texas Register

COMMUNITY AFFAIRS

Presentation, discussion, and possible action on release of the draft 2023 Low Income
Home Energy Assistance Program State Plan for public comment

Heather Hodnett
Manager of Single
Family Finance

Brooke Boston
Deputy Director of
Programs

Michael De Young
Director of Community
Affairs



p)

FINANCIAL ADMINISTRATION
Presentation, discussion, and possible action to adopt a resolution regarding
designating signature authority and superseding previous resolutions

CONSENT AGENDA REPORT ITEMS

ITEM 2: THE BOARD ACCEPTS THE FOLLOWING REPORTS:

a) Media Analysis and Outreach Report (February 2022)

b) Report on TDHCA One-Time or Temporary Allocations — Pandemic Response and Other
Initiatives

c) Report on the Department’s 2nd Quarter Investment Report relating to funds held
under Bond Trust Indentures

d) Report on the Department’s 2nd Quarter Investment Report in accordance with the
Public Funds Investment Act

ACTION ITEMS

Executive Session: the Chair may call an Executive Session at this point in the agenda
in accordance with the below-cited provisions?
ITEM 3: EXECUTIVE
Executive Director’s Report
ITEM 4: CDBG CARES
Presentation, discussion, and possible action on the Community Development Block
Grant Coronavirus Aid, Relief, and Economic Security Act Community Resiliency
Program Awards
ITEM 5: BOND FINANCE

a) Presentation, discussion, and possible action on Resolution No. 22-021 authorizing
the filing of one or more applications for reservation with the Texas Bond Review
Board with respect to qualified mortgage bonds, authorizing state debt application,
and containing other provisions relating to the subject

b) Presentation, discussion, and possible action on Resolution No. 22-022 authorizing the
issuance, sale and delivery of Texas Department of Housing and Community Affairs
Single Family Mortgage Revenue Bonds, 2022 Series A, approving the form and
substance of related documents, authorizing the execution of documents and
instruments necessary or convenient to carry out the purposes of this resolution, and
containing other provisions relating to the subject
ITEM 6: HOME-ARP
Presentation, discussion and possible action for approval of the HOME American
Rescue Plan Allocation Plan as modified from the March 10, 2022, Board approval for
submission to the U.S. Department of Housing and Urban Development
ITEM 7: MULTIFAMILY FINANCE

a) Presentation, discussion, and possible action regarding an award from the Multifamily
Direct Loan (MFDL) 2021-3 Notice of Funding Availability (NOFA), as amended

b) Presentation, discussion, and possible action on a request for return and reallocation

of tax credits under 10 TAC §11.6(5) related to Credit Returns Resulting from Force
Majeure Events for The Commons at St. Anthony’s (#20042) in Amarillo

Joe Guevara
Director of Financial
Administration

Michael Lyttle
Director of
External Affairs
Brooke Boston
Deputy Director
of Programs
Heather Hodnett
Manager of Single
Family Finance
Joe Guevara
Director of Financial
Administration

Leo Vasquez
Chair

Bobby Wilkinson
Executive Director, TDHCA

Rudy Bentancourt
Director of CDBG CARES

Heather Hodnett
Manager of Single
Family Finance

Naomi Cantu
Director of HOME-ARP

Cody Campbell
Director of Multifamily
Programs

! Note: the Chair is not restricted by this item, and may call for an Executive Session at any time during the posted meeting.



c) Presentation, discussion, and possible action on a request for return and reallocation
of tax credits under 10 TAC §11.6(5) related to Credit Returns Resulting from Force
Majeure Events for Lockwood South Apartments (#20077) in Houston

d) Presentation, discussion, and possible action on a request for return and reallocation
of tax credits under 10 TAC §11.6(5) related to Credit Returns Resulting from Force
Majeure Events for Connect South Apartments (#20082) in Houston

e) Presentation, discussion, and possible action on a request for return and reallocation
of tax credits under 10 TAC §11.6(5) related to Credit Returns Resulting from Force
Majeure Events for Houston 150 Bayou Apartments (#21038) in Houston

f) Presentation, discussion, and possible action on staff determinations regarding
Application disclosure under 10 TAC §11.101(a)(2) related to Undesirable Site Features
for Cole Creek Estates (#22018) in Houston

g) Presentation, discussion, and possible action on staff determinations regarding
Application disclosure under 10 TAC §11.101(a)(2) related to Undesirable Site Features
for Malcom’s Point Scholar House Apartments (#22021) in Dallas

h) Presentation, discussion, and possible action on staff determinations regarding
Application disclosure under 10 TAC §11.101(a)(2) related to Undesirable Site Features
for Kirkwood Crossing Apartments (#22023) in Houston

i) Presentation, discussion, and possible action on staff determinations regarding
Application disclosure under 10 TAC §11.101(a)(2) related to Undesirable Site Features
for Heritage Estates at Edmonds (#22218) in Lewisville

j)  Presentation, discussion, and possible action regarding a waiver of 10 TAC §11.205(4)
for The Warehouse Lofts at 707 (#22295)

k) Presentation, discussion, and possible action on a timely submitted appeal related to
a requested Limited Review of Weber Lofts in Corpus Christi (#22249)

PUBLIC COMMENT ON MATTERS OTHER THAN ITEMS FOR WHICH THERE WERE POSTED AGENDA ITEMS

The Board may go into Executive Session Pursuant to Tex. Gov’'t Code §551.074 for the purposes of
discussing personnel matters including to deliberate the appointment, employment, evaluation,
reassignment, duties, discipline, or dismissal of a public officer or employee;

Pursuant to Tex. Gov't Code §551.071(1) to seek the advice of its attorney about pending or
contemplated litigation or a settlement offer;

Pursuant to Tex. Gov’'t Code §551.071(2) for the purpose of seeking the advice of its attorney about a
matter in which the duty of the attorney to the governmental body under the Texas Disciplinary Rules
of Professional Conduct of the State Bar of Texas clearly conflicts with Tex. Gov’t Code Chapter 551;
including seeking legal advice in connection with a posted agenda item;

Pursuant to Tex. Gov’t Code §551.072 to deliberate the possible purchase, sale, exchange, or lease of
real estate because it would have a material detrimental effect on the Department’s ability to negotiate
with a third person; and/or

Pursuant to Tex. Gov't Code §2306.039(c) the Department’s internal auditor, fraud prevention
coordinator or ethics advisor may meet in an executive session of the Board to discuss issues related to
fraud, waste or abuse.



OPEN SESSION
If there is an Executive Session, the Board will reconvene in Open Session. Except as specifically
authorized by applicable law, the Board may not take any actions in Executive Session.

ADJOURN

To access this agenda and details on each agenda item in the board book, please visit our website at
www.tdhca.state.tx.us or contact Michael Lyttle, 512-475-4542, TDHCA, 221 East 11t Street, Austin,
Texas 78701, and request the information. If you would like to follow actions taken by the Governing
Board during this meeting, please follow TDHCA account (@tdhca) on Twitter.

Individuals who require auxiliary aids, services or sign language interpreters for this meeting should
contact Nancy Dennis, at 512-475-3959 or Relay Texas at 1-800-735-2989, at least five days before the
meeting so that appropriate arrangements can be made. Non-English speaking individuals who require
interpreters for this meeting should contact Kathleen Vale Castillo, 512-475-4144, at least five days
before the meeting so that appropriate arrangements can be made.

Personas que hablan espanol y requieren un intérprete, favor de llamar a Kathleen Vale Castillo, al
siguiente numero 512-475-4144 por lo menos cinco dias antes de la junta para hacer los preparativos
apropiados.


http://www.tdhca.state.tx.us/

Texas Department of Housing and Community Affairs
RESOLUTION

WHEREAS, Community Action Agencies are nonprofit and unit of local government organizations designated
under the Economic Opportunity Act of 1964 to serve to ameliorate the effects of poverty and help persons
experiencing poverty to transition to self-sufficiency;

WHEREAS, Community Action builds and promotes economic stability and enhances stronger communities
and the opportunity to live in dignity;

WHEREAS, nationally Community Action has enhanced the lives of millions by providing essential, life-
changing services and opportunities;

WHEREAS, Community Action serves 99% of America’s counties in rural, suburban, and urban communities,
and works toward the goal of ending poverty in our lifetime;

WHEREAS, Texas has a strong and vibrant network of Community Action Agencies to deliver Community
Action to Texans in need, and this year has mobilized to provide needed assistance for families experiencing
the impacts of the COVID-19 pandemic;

WHEREAS, Community Action will continue to implement innovative and cost-effective programs to improve
the lives and living conditions of the impoverished; continue to provide support and opportunities for all
eligible households in need of assistance; and continue to develop and carry out effective welfare system
reforms; and

WHEREAS, the Texas Department of Housing and Community Affairs and the State of Texas support the
Community Action network in Texas in working to improve communities and make Texas a better place to
live not only during Community Action Month in May, but throughout the entire year;

NOW, therefore, it is hereby

RESOLVED, that the Governing Board of the Texas Department of Housing and Community Affairs does
hereby celebrate May 2022, as Community Action Month in Texas, and encourages all Texas individuals and
organizations, public and private, to join and work together in this observance of the hard work and
dedication of Texas Community Action agencies.

Signed this fourteenth day of April 2022.

Leo Vasquez, Chair Paul Braden, Vice Chair
Kenny Marchant, Member Anna Maria Farias, Member
Ajay Thomas, Member Brandon Batch, Member

Bobby Wilkinson, Executive Director



Texas Department of Housing and Community Affairs
RESOLUTION

WHEREAS, May 2022 is National Mobility Awareness Month, which is dedicated to showing the
community at large how Persons with Disabilities can live active, mobile lifestyles, and to raise
awareness of the mobility solutions available in the local community;

WHEREAS, a goal of the Texas Department of Housing and Community Affairs (the Department)
is to ensure that all Texans have access to safe and decent affordable housing;

WHEREAS, it is the policy of the Department to support fair housing opportunities in the
administration of its Single Family and Multifamily Programs, especially in regards to Persons with
Disabilities accessing new home construction, home rehabilitation, housing vouchers, and rental
assistance programs and services;

WHEREAS, the Amy Young Barrier Removal Program provides one-time grants of up to $22,500
for Persons with Disabilities, both renters and homeowners earning up to 80% of the Area
Median Family Income, who need home modifications to increase accessibility and eliminate
hazardous conditions in their homes;

WHEREAS, in 2020, the Department celebrated 10 years of offering the Amy Young Barrier
Removal Program, named in honor of the late advocate for Texans with Disabilities who helped
shape the state-funded program to improve the quality of life for Persons with Disabilities
throughout the State of Texas;

WHEREAS, from 2010 to 2020, the Department through the Amy Young Barrier Removal Program
completed approximately $22.8 million worth of accessibility modifications on approximately
1,167 homes of Texans with Disabilities, such as constructing roll-in showers, installing shower
wands and lever faucets, widening doorways, modifying kitchens and laundry rooms with
accessible cabinetry and appliances, building ramps, and improving walkways with handrails,
paving, and lighting to accommodate program participants' specific needs;

WHEREAS, in 2021, the Department through the Amy Young Barrier Removal Program completed
approximately $1.9 million worth of accessibility modifications on 88 homes of Texans with
Disabilities;

WHEREAS, the Department applauds the nonprofit organizations and local governments around
the state who have become Amy Young Barrier Removal Program Administrators and who
advocate for their clients through quality construction, pragmatic solutions, and respectful
service; and

WHEREAS, the Department encourages Texans to explore the numerous TDHCA programs and
resources related to increasing and maintaining mobility during National Mobility Awareness
Month and throughout the year;



NOW, therefore, it is hereby

RESOLVED, that in the pursuit of the goal and responsibility of increasing mobility opportunities
of Texans with Disabilities, the Governing Board of the Texas Department of Housing and
Community Affairs, does hereby celebrate May 2022 as National Mobility Awareness Month and
encourages all Texas individuals and organizations, public and private, to join and work together
in this observance of National Mobility Awareness Month.

Signed this Fourteenth Day of April, 2022.

Leo Vasquez, Chair Paul A. Braden, Vice Chair
Brandon Batch, Member Kenny Marchant, Member
Ajay Thomas, Member Anna Maria Farias, Member

Bobby Wilkinson, Executive Director



CONSENT AGENDA
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BOARD ACTION REQUEST
BOARD SECRETARY
APRIL 14, 2022

Presentation, discussion, and possible action on the Board meeting minutes summary for
March 10, 2022

RECOMMENDED ACTION

Approve the Board meeting minutes summary for March 10, 2022

RESOLVED, that the Board meeting minutes summary for March 10, 2022, is
hereby approved as presented.




Texas Department of Housing and Community Affairs Governing Board
Board Meeting Minutes Summary
March 10, 2022

On Wednesday, the tenth day of March 2022, at 10:02 a.m., the regular meeting of the
Governing Board (Board) of the Texas Department of Housing and Community Affairs (TDHCA
or the Department) was held in Room JHR 140 of the John H. Reagan Building, 1400 Congress
Avenue, Austin, Texas.

The following members, constituting a quorum, were present and voting:

e Leo Vasquez, lll, Chair
e Paul Braden, Vice Chair
e Brandon Batch

e Kenny Marchant

e Ajay Thomas

Mr. Vasquez served as Chair, and James “Beau” Eccles, TDHCA General Counsel, served as
Secretary.

1) The Board unanimously approved a resolution celebrating April 2022 as Fair Housing Month
in Texas.

2) The Board unanimously approved the Consent Agenda and Consent Agenda Report Items as
presented.

3) Action Item 3 — Executive Director’s Report — was presented by Bobby Wilkinson, TDHCA
Executive Director. The Board heard Mr. Wilkinson’s report and took no further action.

4) Action Item 4(a) — Report on the meeting of the Internal Audit and Finance Committee — was
presented by Ajay Thomas, Chair, TDHCA Board Audit and Finance Committee. The Board
heard Mr. Thomas’ report and took no further action.

5) Action Item 4(b) — Review and possible acceptance of the State Auditor’s Office audit of the
TDHCA Financial Statements — was presented by Mr. Thomas. Following public comment (listed
below), the Board unanimously approved staff recommendation to accept the financial
statements audit and the audit of the TDHCA Housing Finance Division.

e Lauren Futch, Texas State Auditor’s Office, provided information on the item
6) Action Item 5 — Presentation, discussion, and possible action on the proposed repeal and

proposed new 10 TAC §7.1, §7.2, §7.3, §7.7, and §7.12; 10 TAC Chapter 7, Subchapter C,
Emergency Solutions Grants; and 10 TAC Chapter 7, Subchapter D, Ending Homelessness Fund,



and directing their publication for public comment in the Texas Register — was presented by
Abigail Versyp, TDHCA Director of Single Family and Homelessness Programs. The Board
unanimously approved staff recommendation for the proposed repeal and proposed new
sections of 10 TAC Chapter 7 for publication in the Texas Register for public comment, all as
stated in the Board action item.

7) Action Item 6 — Report on Emergency Solutions Grants Funding under the CARES Act — was
presented by Ms. Versyp with additional information from Mr. Wilkinson. The Board heard the
report and took no further action.

8) Action Item 7(a) — Presentation, discussion and possible action granting authority for
Emergency Rental Assistance 2 Housing Stability Service Funds to be awarded to the Texas
Access to Justice Foundation for the provision of housing stability services — was presented by
Cate Tracz, TDHCA Director of Housing Stability Services. The Board unanimously approved
staff recommendation and unanimously adopted a motion to grant the executive director and
his designees the authority to enter into an agreement with the Texas Access to Justice
Foundation to continue provide eligible housing stabilization services, subject to conditions and
limitations expressed in the Board action item.

9) The Board did not hear Action Item 7(b) — Presentation, discussion, and possible action on
timely filed eligibility or scoring appeals under the Notice of Funding Availability for Emergency
Rental Assistance 2 Housing Stability Services. It was pulled from the agenda.

10) Action Item 7(c) — Presentation, discussion and possible action on Emergency Rental
Assistance 2 Housing Stability Services Awards — was presented by Ms. Tracz. The Board
unanimously approved staff recommendation and unanimously approved a motion to grant the
executive director and his designees the authority to enter into agreements with the 44 entities
described in this action item to provide eligible housing stabilization services, subject to the
conditions and limitations as expressed in the action item.

11) Action Item 8(a) — Presentation, discussion, and possible action regarding the Issuance of
Multifamily Housing Revenue Bonds (Socorro Village) Series 2022 Resolution No. 22-017, and a
Determination Notice of Housing Tax Credits — was presented by Teresa Morales, TDHCA
Director of Multifamily Bonds. The Board unanimously approved staff recommendation to
issue a determination notice of 4 percent housing tax credits for Socorro Village and approve
Resolution No. 22-8 017 regarding the issuance of Tax Exempt Multifamily Housing Revenue
Bonds Series 2022, all expressed and subject to the conditions in the action item.

12) Action Item 8(b) — Quarterly report relating to staff-issued Determination Notices for 2021
Noncompetitive 4% Housing Tax Credit applications, summary of year-end activity and 2022
Program Update — was presented by Ms. Morales. The Board heard the report and took no
further action.



13) Action Item 9 — Texas Homeownership Activity Report — was presented by Lisa Johnson,
Business Development Officer, TDHCA Texas Homeownership Program, with additional
information from Monica Galuski, TDHCA Director of Bond Finance. The Board heard the report
and took no further action.

14) Action Item 10 — Presentation, discussion and possible action for approval to submit the
HOME American Rescue Plan Allocation Plan as modified based on public comment to the U.S.
Department of Housing and Urban Development — was presented by Naomi Cantu, TDHCA
Director of HOME-ARP, with additional information from Mr. Wilkinson. The Board
unanimously approved staff recommendation, granting the executive director and his
designees the authority to submit the HOME American Rescue Plan allocation plan on behalf of
the Department, as expressed in the action item.

15) Action Item 11 — Presentation, discussion, and possible action on the reprogramming of
Program Year 2021 Community Services Block Grant Administrative and Discretionary funds —
was presented by Michael De Young, TDHCA Director of Community Affairs. The Board
unanimously adopted staff recommendation to approve the reprogramming of the remaining
2021 CSBG funds and grant the executive director and his designees the authority to enter into
contracts for these funds with the entities described in the action item, all subject to the
conditions and limitations as expressed in the action item.

16) Action Item 12(a) — Presentation, discussion, and possible action regarding an award from
the Multifamily Direct Loan (MFDL) 2021-3 Notice of Funding Availability (NOFA), as amended —
was presented by Cody Campbell, TDHCA Director of Multifamily Finance. Following public
comment (listed below), the Board unanimously adopted staff recommendation to approve an
award for the 2021-3 NOFA application for Connect South 16 Apartments, subject to the
conditions and limitations as expressed in the action item.

e Sarah Andre, Structure Development and representing the applicant, testified in support
of staff recommendation

e Richard Sciortino, Brinshore Development and the applicant, testified in support of staff
recommendation

17) Action Item 12(b) — Presentation, discussion, and possible action regarding a waiver of 10
TAC §13.8(b)(6)(A) for Balcones Terrace (#21513) — was presented by Mr. Campbell. Following
public comment (listed below), the Board unanimously adopted staff recommendation,
granting the requested waiver of 10 TAC Section 13.8(b)(6)(A)(l) regarding the equity
requirement for application #21513 Balcones Terrace.

e Sabrina Butler, Foundation Communities, testified in support of staff recommendation
18) Action Item 12(c) — Presentation, discussion, and possible action regarding a waiver of 10

TAC §11.1002 of the 2022 Qualified Allocation Plan relating to the Program Calendar for
Supplemental Housing Tax Credits for Canal Lofts (#20011) in Houston — was presented by Mr.



Campbell with additional information from Mr. Wilkinson; Jeanna Adams, TDHCA Director of
Real Estate Analysis; and Homero Cabello, TDHCA Deputy Executive Director. Following public
comment (listed below), the Board unanimously adopted staff recommendation to deny the
requested waiver of 10 TAC Section 11.1002 regarding the deadline for the requirement to
submit complete requests for supplemental housing tax credits for #22969 Canal Lofts

e Nathan Kelley, Blazer Residential, testified in opposition to staff recommendation

19) Action Item 12(d) — Presentation, discussion, and possible action regarding approval of
Supplemental Housing Tax Credit requests for the 2022 Competitive Housing Tax Credit
Application Round — was presented by Mr. Campbell. The Board unanimously adopted staff
recommendation to approve the list of recommended requests for supplemental housing tax
credits from the 2022 state competitive housing credit ceiling, subject to the conditions and
limitations as expressed in the action item.

Except as noted otherwise, all materials presented to and reports made to the Board were
approved, adopted, and accepted. These minutes constitute a summary of actions taken. The
full transcript of the meeting, reflecting who made motions, offered seconds, etc., questions
and responses, and details of comments, is retained by TDHCA as an official record of the
meeting.

There being no further business to come before the Board, the meeting adjourned at 12:12
p.m. The next meeting is set for Thursday, April 14, 2022.

Secretary

Approved:

Chair
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action regarding a material amendment to the Housing
Tax Credit Application for Bridge at Cameron (HTC #17405)

RECOMMENDED ACTION

WHEREAS, Bridge at Cameron (the Development) received an award of 4%
Housing Tax Credits (HTCs) and a Multifamily Direct Loan (MFDL) in 2017 for the
construction of 263 units of multifamily housing in Austin, Travis County;

WHEREAS, LDG Bridges at Cameron, LP (the Development Owner or Owner) is
requesting approval for an increase to the parking area, which will result in a
change in the original Development site acreage from 11.16 acres to 12.941
acres, an increase of 1.781 acres (15.96%), which results in a 13.76% change in
residential density, going from 23.566 to 20.323 units per acre;

WHEREAS, Board approval is required for a modification of the residential
density of at least five percent as directed in Tex. Gov't Code §2306.6712(d)(6)
and 10 TAC §10.405(a)(4)(F), and the Owner has complied with the amendment
requirements therein; and

WHEREAS, the requested change does not materially alter the Development in a
negative manner, was not reasonably foreseeable or preventable by the Owner
at the time of Application, and would not have adversely affected the selection
of the Application;

NOW, therefore, it is hereby

RESOLVED, that the requested material amendment to the Application for
Bridge at Cameron is approved conditioned on the Owner providing evidence of
clear title for the additional land prior to issuance of IRS Forms 8609, and the
Executive Director and his designees are each authorized, directed, and
empowered to take all necessary action to effectuate the Board’s determination.

BACKGROUND

Bridge at Cameron received an award of 4% Housing Tax Credits (HTCs) and a Multifamily Direct
Loan (MFDL) in 2017 for the construction of 263 units of multifamily housing in Austin, Travis
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County. The Development placed in service in 2020, and the cost certification documentation is
currently under review by the Department. In a letter dated January 12, 2022, Jason Trevino,
the representative for the Development Owner, submitted a request for a material amendment
to the Application. The amendment is for a 13.76% decrease in the residential density from
23.566 to 20.323 units per acre, which requires Board approval under Tex. Gov't Code
§2306.6712(d)(6) and 10 TAC §10.405(a)(4)(F). The Development site was originally identified
as 11.16 acres at Application. However, the site acreage was reduced 0.15 acre to 11.01 acres
due to a dedication of land for right-of-way when the plat was recorded on January 9, 2018.
This change resulted in a 1.36% increase in the residential density and is considered Notification
ltem under 10 TAC 10.405(a)(2)(A). The Owner has a Ground Lease Agreement with the
Housing Authority of the City of Austin (HACA) for the current Development site. The Owner
now requests approval to add to the site a 1.931-acre tract adjacent to the property, increasing
the total site acreage to 12.941 acres. The additional tract is currently owned by an Affiliate of
the Owner but will be sold to HACA. The Owner will then enter into an amended Ground Lease
Agreement to include the 1.931-acre tract that contains additional parking and a detention
pond. The Owner explains that they originally had an agreement with a car share company that
allowed them to reduce the City of Austin’s parking requirement by 160 spaces. However, the
agreement was later terminated by the car share company due to lack of use and the high
operating expenses for the program. As a result, the additional tract is needed to add parking
spaces for the Development to meet the City’s minimum parking requirement of 502 spaces.
With the additional tract, the Owner will add 142 parking spaces to the Development,
increasing the total number of parking spaces from 392 to 534. The required 502 parking
spaces will be free of additional charge to the tenants. However, there will be a fee for the use
of the additional 32 parking spaces that consist of 16 garages and 16 carports. The Owner
states that there will be a total of 22 accessible parking spaces, four of which will be van
accessible. Additionally, one garage and one carport will be van accessible parking. Staff has
confirmed that the proposed parking plan will continue to meet the accessibility requirements
for the Development.

The following table identifies the change to the residential density and site plan:

Application Amendment
Density: 23.566 units per acre Density: 20.323 units per acre

T =

\ L TR

7
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The Owner states that there will be no cost to the Owner for the additional land, which was
purchased by the developer, but the cost for the parking spaces has been included as part of
the costs for the Development in the cost certification. The Owner also indicated that the
amendment was not foreseeable or preventable at the time of Application.

The requested amendment does not materially alter the Development in a negative manner
and would not have negatively affected the HTC award. However, the Land Use Restriction
Agreements (LURAs), Contract, and loan documents will need to be amended to include the
additional 1.931-acre tract in the legal description.

Staff recommends approval of the requested material amendment to the Application
conditioned on the Owner providing evidence of clear title for the additional land prior to
issuance of IRS Forms 8609. This will include providing a title search from the title company
identifying the boundary issues, encumbrances, title exceptions and any other title issue on the
additional tract, and if there are existing liens on the additional land, those prior liens must be
subordinated to the MFDL lien and MFDL LURA. The final recommended HTC amount will be
determined once the cost certification analysis is finalized.
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January 12, 2022

Mr. Rosalio Banuelos, Director of Multifamily Asset Management
Texas Department of Housing and Community Affairs

221 East 11" Street

Austin, TX 78701

Re: #17405 Bridge at Cameron — Increase in Site Acreage for Parking
Mr. Banuelos:

LDG Bridges at Cameron, LP (TDHCA #17405) is hereby requesting to modify its site plan to include
additional acreage to meet the parking requirements. Included with this request are the following:

e The Amendment Request Form
e Revised ALTA Survey to include the addition of 1.931 acres to the overall Development acreage
e Signed Statement of No Financial Impact

At the time of the tax credit application we had an agreement with a car share company to add 8 car share
spaces within the Bridges at Cameron parking lot which allowed us to reduce the required parking by 160
parking spaces. Therefore, the number of required parking spaces at the time of application were
adequate to meet the requirements. However, post-closing, the car share agreement was terminated by
the company due to lack of use and the high expense to operate the car share program. This change
caused our development to be short of the minimum parking requirements for the City of Austin. To
mitigate this, LDG has developed additional parking spaces on an adjacent 1.931-acre tract as reflected
on the attached ALTA Survey. The total acreage of Bridges at Cameron will now be 12.941 acres.

This change was not foreseeable or preventable at the time of application. Additionally, this change will
not cause any financial impact to the Development.

The applicable amendment fee of $2,500 will be delivered to TDHCA offices via UPS on 1/14/2022. A
copy of the check and tracking information will be provided subsequent to this submission. If you need
any additional information on the above request, please contact Jason Trevino at 512-578-8488 or via
email at jtrevino@ldgdevelopment.com

Sincerely,
n 7resrns
Jason Trevino
LDG Bridges at Cameron, LP

Cc: Lee Ann Chance, Manager of Multifamily Asset Management
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FIELD NOTES FOR 1.931 ACRES OF LAND OUT OF THE JOHN APPLEGATE SURVEY NO. 58, ABSTRACT NO. 29, IN TRAVIS
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INDUSTRIAL PARK
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BY SPECIAL WARRANTY DEED WITH VENDOR'S LIEN RECORDED IN DOCUMENT NO. 2018035340, OFFICIAL PUBLIC RECORDS,
TRAVIS COUNTY, TEXAS; SAVE AND EXCEPT ALL OF THAT CALLED 6.154 ACRE TRACT AS CONVEYED TO HOUSING
AUTHORITY OF THE CITY OF AUSTIN BY SPECIAL WARRANTY DEED RECORDED IN DOCUMENT NO. 2021148148, OFFICIAL
PUBLIC RECORDS, TRAVIS COUNTY, TEXAS; SAID 1.931 ACRES OF LAND BEING MORE PARTICULARLY DESCRIBED BY METES
AND BOUNDS AS FOLLOWS:

TRANS. TRANSFORMER
V.P. VERTICAL PIPE
W.M. WATER METER
W.M.V. WATER METER VAULT
W.V. WATER VALVE
Y FOUND 1/2" IRON ROD (UNLESS NOTED)

O} FOUND 5/8" IRON ROD IN CONCRETE
[®] FOUND COTTON GIN SPINDLE IN CONCRETE

ol [ TT3=<R ] N
Er N - ©

iof Yio5do X« SV
(4o’ NS 0.7 w 39.3, oGy

55 R)

BEGINNING at a 1/2—inch iron rod with cap stamped ‘LSl SURVEYING”found on the north line of Lot 4, Neapolitan East,
a subdivision as recorded in Volume 86, Page 44D of the Plat Records of Travis County, Texas, being the southerly line

of the above described LDG Development, LLC 8.0762—acre tract, at the southwest corner of the above described 3_STORY . ” " "
Housing Authority of the City of Austin 6.154—acre tract, for the most southerly southeast corner and the POINT OF STONE, STUCCO & WOOD 2.5 0. LsI"@ FOUND 1/2" IRON ROD W/ CAP STAMPED "LSI SURVEY
BEGINNING of the herein described tract; BUILDING ON CONCRETE v ~LHe o x o SET 1/2” IRON ROD W/ CAP STAMPED "BGE INC”
HOUSING AUTHORITY FounpATION 2 < 28:3, 4 SV A CALCULATED POINT
. . . IR . g B ™. M.H.
THENCE, with the southerly line of said LDG Development, LLC 8.0762—acre tract, N 62°41 36" W a distance of 226.15 OF AUSTIN Sbg,, Cuy @//1/4 —«  EDGE OF ASPHALT
feet to a cotton gin spindle in concrete found at the northwest corner of said Lot 4, Neapolitan East, being the (PER TCAD) ¥ 16,5 IS <7 —o—— WROUGHT IRON FENCE (UNLESS NOTED)
southwest corner of said LDG Development, LLC 8.0762—acre tract, on the easterly side of Lot 1A, Block A, Resubdivision ¥ By SF SILT FENCE
of Cameron Industrial Park, a subdivision as recorded in Document Number 201800004 of the Official Public Records of e T HOUSING AUTHORITY OF —————= MASONRY WALLS
Travis County Texas, for the southwest corner of the herein described tract; ’ DRAINAGE L THE CITY OF AUSTIN —mwp— OVERHEAD ELECTRIC
o EAseMENT CALLED 6.154 AC. —aomt— OVERHEAD TELEPHONE
THENCE, with the east line of said Lot 1A, Block A, Resubdivision of Cameron Industrial Park, being the west line of said ©..l@ .- DOC.NO. - DOC. NO. 2021148148 INDICATES OWNERS POLICY SCHEDULE B ITEM #
LDG Development, LLC 8.0762—acre tract N 44'56'54” E a distance of 443.16 feet to a 1/2—inch iron rod with cap CA g =1 .1 2020019182 .- O.P.R.T.C. NDIGATED PARKING COUNT
stamped ‘LS| SURVEYING”found at a west corner of said Housing Authority of the City of Austin 6.154—acre tract, for Y § @
the north corner of the herein described trCCt; A INDICATED PARKING COUNT MARKED COMPACT
THENCE, leaving the east line of said Lot 1A, Block A, Resubdivision of Cameron Industrial Park, with a southwesterly line & INDICATES HANDICAP PARKING SPOT

of said Housing Authority of the City of Austin 6.154—acre tract S 19°34'28" E a distance of 26.23 feet to a 1/2—inch

iron rod with cap stamped 1SI SURVEYING”found for corner at a point of curvature of a curve to the left; ACTIVE CONSTRUCTION SITE

NOTE:

THENCE, continuing with a southwesterly line of said Housing Authority of the City of Austin 6.154—acre tract along said
curve to the left an arc length of 283.46, having a radius of 958.00 feet, a central angle of 16°57°12”, and a chord
which bears S 27°56'38” E a distance of 282.43 feet to a 1/2—inch iron rod with cap stamped ‘1Sl SURVEYING’found at
an interior corner of said Housing Authority of the City of Austin 6.154—acre tract, for the most easterly corner of the
herein described tract;

ALL PAVED SURFACES SUCH AS DRIVES AND SIDEWALKS ARE CONCRETE.

THENCE, continuing with a westerly line of said Housing Authority of the City of Austin 6.154—acre tract S 56°36'16” W a
distance of 58.07 feet to a 1/2—inch iron rod with cap stamped ‘LSI SURVEYING”found for corner at an angle point in
the west line of said Housing Authority of the City of Austin 6.154—acre tract, for an angle point of the herein

described tract; LINE TABLE
I 11.010 AC.
THENCE, continuing with a westerly line of said Housing Authority of the City of Austin 6.154—acre tract S 28°00°06” W NUMBER | BEARING DISTANCE
a distance of 47.21 feet to a calculated point at an interior corner of said Housing Authority of the City of Austin LOT 1A, BLOCK A i ,
6.154—acre tract, for the most easterly southeast corner of the herein described tract; RESUBDIVISION OF L S 31M409° W 113.58
. . . . . . . - . CAMERON INDUSTRIAL PARK L2 S 40°31°09” W | 91.69°
THENCE, with a southerly line of said Housing Authority of the City of Austin 6.154—acre tract N 62°36'03" W a distance DOC. NO. 201800004 :
of 131.48 feet to a 1/2—inch iron rod with cap stamped ‘LS| SURVEYING’found at a westerly exterior corner of said O.P.R.T.C L3 S 36°30°46” W | 73.87’
Housing Authority of the City of Austin 6.154—acre tract, for a easterly inside corner of the herein described traet;, &% N\ W\ \& T\ Q% \- .-/ IR N = M N S uA NN e, . T e
L4 S 19°34'28" E | 26.23'

THENCE, with a west line of said Housing Authority of the City of Austin 6.154—acre tract S 26°52'19” W a distance of

145.78 feet to the POINT OF BEGINNING and containing 1.931 acres of land, more or less. (S 1927'53” E) | (26.23")

LS S 56°36°16” W | 58.07°
(S 56°35'22” W) | (58.10°)

TRACT TWO: L6 S 28°00°06" W | 47.21°

LOT 1A, BLOCK A, RESUBDIVSION OF CAMERON INDUSTRIAL PARK, A SUBDIVISION IN TRAVIS COUNTY, TEXAS, ACCORDING
TO THE PLAT THEREOF RECORDED IN DOCUMENT NO. 201800004, OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS.

(S 28°00°29” W) | (47.23)

CURVE TABLE
NUMBER | ARC LENGTH | RADIUS DELTA CHORD BEARING | CHORD DISTANCE
C1 159.23’ 399.76’ 22°49'18" N 68°44'28" W 158.18’
C2 283.46’ 958.00’ 16°57'12" S 27°56’38” E 282.43'
(283.46") (958.00") | (16'57°34") | (S 27'56'40" E) | (282.53")

[ . M.H. e

I CLF. )
GENERAL NOTES: | N 62:36°03" W 131.48
(N 6235'40” W 131.53")
1. BEARING ORIENTATION IS BASED ON THE TEXAS STATE PLANE COORDINATE SYSTEM, CENTRAL ZONE 4203, NAD83. < ZONING DESIGNATION FOR TRACT 2
2. THE PROPERTY LIES IN UNSHADED ZONE “X” (AREAS DETERMINED TO BE OUTSIDE THE 0.2% ANNUAL CHANCE Sl "OS—MU—CO" G o ol Services—Mixed Use—Conditional Overlay Combini
FLOODPLAIN) AS DELINEATED ON THE FLOOD INSURANCE RATE MAP FOR TRAVIS COUNTY, TEXAS AND INCORPORATED sk 0 vl v beneral Lommercidl services—ixed Jse—Londitional Lveridy Lombining
AREAS, MAP NUMBER 48453C0460K, REVISED JANUARY 6, 2016. ) 2 District, within the Scenic Roadway Overlay District
R N
3. THIS SURVEY WAS MADE IN RELIANCE UPON THAT CERTAIN OWNER’S POLICY OF TITLE INSURANCE ISSUED BY FIRST b L2 » ACTIVE CONSTRUCTION SITE SITE REQUIREMENTS
AMERICAN TITLE INSURANCE COMPANY COMPANY UNDER FILE NUMBER 2160463—COM, DATED EFFECTIVE October 15, e -9
2021 AND ISSUED October 29, 2021. oo — RIERAP o - Minimum Lot Area: 5,750 Sq. Ft.
-t - ; - - K == 800 Square Feet per Efficiency;
4. ANY VISIBLE IMPROVEMENTS TO THE PROPERTY ARE AS SHOWN ON THIS SURVEY. “:@‘ ve. g VE B b o e O \ . A plus 1,qooo SqucrepFeet per 1—yBedroom;
om —
EVIDENCE OF RECENT EARTH MOVING WORK, BUILDING CONSTRUCTION OR BUILDING ADDITIONS WAS OBSERVED AT TIME RE 2 HOUSING AUTHORITY OF 1,200 Square Feet per 2+ Bedroom
OF SURVEY. ON THE EDGES OF TRACT 1 ONLY N Y IR Minimum Lot Width: 20 Ft.
. : '_.TEQ ". 0 © THE CITY OF AUSTIN Maximum Floor Area Ratio: 2
6. THE SURVEYOR HAS NO KNOWLEDGE OF PROPOSED CHANGES IN STREET RIGHT OF WAY LINES. NO EVIDENCE OF %o Lo D&AL"N%D 28251"; 4’?3(1348 2:1 Floor Area Ratio (FAR) —
RECENT STREET OR SIDEWALK CONSTRUCTION OR REPAIRS WAS OBSERVED IN THE PROCESS OF CONDUCTING THE o N2 b RTE Maximum Number of Dwelling Units: 310 Residential
FIELDWORK. Z‘jﬂﬁ. %) el Maximum Building Coverage: N/A
.:‘ﬂﬁ : VP, 6IN 5 95% Building Coverage
e Maximum Impervious Surface Coverage: N/A
: . 95% Impervious Surface Coverage
f 115 Maximum Height (Feet): 60 Ft.
ol S
. Front Setback: 10 Ft.
AL - \/ Street Side Setback: 10 Ft.
N 256 5 3-STORY 9
RESTRICTIVE COVENANTS AND EASEMENTS NOTES: oY ~2Lg’ STONE, STUCCO & WOOD N 62°41'36” W 226.15°
4 o BUILDING ON CONCRETE AUV , RIPRAP
1. RESTRICTIVE COVENANTS AS CONVEYED BY PLATS RECORD IN DOCUMENT NO.(S) 200800021 AND 201800004, AND BY X FOUNDATION (N 62'4113" W 226.23") POINT OF BEGINNING PARKING REQUIREMENTS
INSTRUMENTS RECORDED IN DOC. NO.’S 2008009756, 2015135828, 2015142565, 2017199406, 2017199568, 2018041658, , TRACT 1 Mini Parking Reauired:
2018041653, 2018041652 AND 2020253906 ALL OF THE OFFICIAL PUBLIC RECORDS OF TRAVIS COUNTY, TEXAS, DO 6y, L nimum_ Farking Required: - , , ,
AFFECT THE SUBJECT TRACT 2. 4 o Multifamily: 1 Parking Space per Efficiency Dwelling Unit; 1 Parking Space per 1 Bedroom
LCY X 23, wéo . . . : :
10.1.1 A BLANKET ELECTRIC UTILITY EASEMENT GRANTED TO THE CITY OF AUSTIN BY INSTRUMENT RECORDED IN — —~ & owelling Uniti plus 1.5 Parking Spaces per Dwelling Unit lorger than 1 Bedroom; plus 0.5
ol © N ope
DOCUMENT NO. 2021200599, OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, DOES AFFECT THE SUBJECT oy e e earacE 3g A AR T Ry Can S INC Parking Space for each additional Bedroom.
TRACT 1. (NOT PLOTTABLE) p ON CONCRETE FOUNDATION §— @ O.P.R.T.C.
10.2.1 EASEMENTS, SETBACK LINES AND OTHER MATTERS SHOWN OR REFERENCED ON PLAT RECORDED IN DOCUMENT NO - " fa0s - PER ZONING—INFO, INC. FINAL REPORT, DATED 12/18/2017, SITE # 54250.
2. , . LOT 4
201800004, OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS. DOES AFFECT THE SUBJECT TRACT 2. PLOTTABLE
EASEMENTS ARE AS SHOWN HEREON. NEAPOLITAN EAST
10.2.3 WASTEWATER LINE EASEMENT GRANTED TO THE CITY OF AUSTIN BY INSTRUMENT RECORDED IN DOCUMENT NO. CARPORT VOL. 86, PG. 44D
2007225234, OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, DOES AFFECT THE SUBJECT TRACT 2, AS SHOWN ' PRT.C
HEREON. AN PARKING COUNT
10.2.5 EXCLUSIVE WATER LINES VAULT EASEMENT AS CONVEYED BY INSTRUMENT RECORDED IN DOCUMENT NO. o\ AW A ANl e =T T ) o e ——————— e
2017194870 OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, DOES AFFECT THE SUBJECT TRACT 2, AS HOWN OPEN PARKING SPACES* 493
HEREON. OPEN HANDICAP PARKING SPACES 9
10.2.7 A BLANKET ELECTRIC UTILITY EASEMENT GRANTED TO CITY OF AUSTIN BY INSTRUMENT RECORDED IN DOCUMENT N 62°40'15" W 478.24" poo. No 500800031 OPRTC. TOTAL OPEN SPACES 502
NO. 2018066136, OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, DOES AFFECT THE SUBJECT TRACT 2. (NOT 6.2
PLOTTABLE) STRAZZA ENTERPRISES, LLC gﬁgigngiémgngiéEgS 1166
10.2.8 CROSSOVER AND PARKING EASEMENTS AND MAINTENANCE AGREEMENT AS SETOUT BY INSTRUMENT RECORDED IN boc. Nooﬁ, %0;%126996
DOCUMENT NO. 2018092655, OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, DO AFFECT THE SUBJECT TRACT D & M PRECISION, INC. LOT Al e
2. (NOT PLOTTABLE) DOC. NO. 2013129256 ZIF HOLDINGS, INC. TOTAL CARPORT/GARAGE SPACES 32
0.P.R.T.C. TRIGG ADDITION CALLED 3.0750 ACRES LOT 1
10.2.9 JOINT USE ACCESS EASEMENT AS DESCRIBED BY INSTRUMENT RECORDED IN DOCUMENT NO. 2020019181, OFFICIAL VOL. 68. PG. 79 P.R.T.C DOC. NO. 2007204421 O.P.R.T.C.
PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, DOES AFFECT THE SUBJECT TRACT 2, AS SHOWN HEREON. : ’ : SARRE S TITUS ADDITION TOTAL PARKING SPACES 534
10.2.10 DECLARATION OF DRAINAGE EASEMENT AND RESTRICTIVE COVENANT REGARDING THE MAINTENANCE OF DRAINAGE VOL. 90, PGS.
FACILITIES FOR CAMERON INDUSTRIAL PARK AS DESCRIBED BY INSTRUMENT RECORDED IN DOCUMENT NO. 375— 376 *Includes seven (7) carport spaces

2020019182, OFFICIAL PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, DOES AFFECT THE SUBJECT LOT, PLOTTABLE
EASEMENTS ARE AS AS SHOWN HEREON. P.R.T.C.

10.2.11 BLANKET EASEMENT AGREEMENT GRANTED TO TEXAS GAS SERVICE BY INSTRUMENT RECORDED IN DOCUMENT NO.
2020022300, OFFICIAL PUB;IC RECORDS, TRAVIS COUNTY, TEXAS, DOES AFFECT THE SUBJECT PROPERTY. (NOT
PLOTTABLE)

10.2.12 CONSENT TO ENCROACHMENT AS DESCRIBED BY INSTRUMENT RECORDED IN DOCUMENT NO. 2021135373, OFFICIAL
PUBLIC RECORDS, TRAVIS COUNTY, TEXAS, TOGETHER WITH NONMATERIAL CORRECTION AFFIDAVIT REGARDING
CONSENT TO ENCROACHMENT RECORDED IN DOCUMENT NO. 2021140051, OFFICIAL PUBLIC RECORDS, TRAVIS
COUNTY, TEXAS, DOES AFFECT THE SUBJECT TRACT, AS SHOWN HEREON.

TO LDG BRIDGES AT CAMERON, LP, A TEXAS LIMITED PARTNERSHIP, HOUSING AUTHORITY OF THE CITY OF AUSTIN, RED \

G: \TXC\Projects\LDG\5538—03—Cameron_Rd_As—Built_ALTA\SV\04_Finals\Drawings\5538—03_As—Built_ALTA—2.dwg, 12/21/2021 4:02 PM, Stephen Barger

MORTGAGE CAPITAL, LLC, AND/OR THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT ("HUD”) AND THEIR
SUCCESSORS AND ASSIGNS, TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS ("TDHCA™) AND THEIR
SUCCESSORS AND ASSIGNS, R4 BC ACQUISITION LLC, AFFILIATES, SUCCESSORS AND/OR ASSIGNS, R4 CAPITAL LLC,
AFFILIATES, SUCCESSORS AND/OR ASSIGNS AND FIRST AMERICAN TITLE INSURANCE COMPANY:

THIS IS TO CERTIFY THAT THIS MAP OR PLAT AND THE SURVEY ON WHICH IT IS BASED WERE MADE IN ACCORDANCE WITH
THE 2021 MINIMUM STANDARD DETAIL REQUIREMENTS FOR ALTA/NSPS LAND TITLE SURVEYS, JOINTLY ESTABLISHED AND
ADOPTED BY ALTA AND NSPS, AND INCLUDES ITEMS 1—4, [6(A), 6(B)—AS TO TRACT 2 ONLY], 7(A), 8, 9, 12, 13, 14, 186,
1232,?ND 18 OF TABLE A THEREOF. THE FIELD WORK WAS COMPLETED ON JUNE 16, 2020, and updated on December 14,

DATE OF PLAT OR MAP: JUNE 18, 2020
REVISED: DECEMBER 21, 2021

PRELIMINARY PENDING FINAL REVIEW

JONATHAN O. NOBLES RPLS NO. §777
BGE, INC.

101 WEST LOUIS HENNA BLVD., SUITE 400
AUSTIN, TEXAS 78728

TELEPHONE: (512) 879—0400

BGE, Inc.

101 West Louis Henna Blvd. , Suite 400, Austin, TX 78728
Tel: 512-879-0400 @ www.bgeinc.com

TBPELS Licensed Surveying Firm No. 10106502

ALTA/NSPS SURVEY OF

LOT 1A, BLOCK A, RESUBDIVISION OF
CAMERON INDUSTRIAL PARK AS

RECO

RDED IN DOC. NO. 201800004,

AND A 1.931 ACRE TRACT AS

CONVEYED BY DOC. NO. 2020019181,
BOTH OF THE OFFICIAL PUBLIC
RECORDS OF TRAVIS COUNTY, TEXAS

9201 CAMERON ROAD,
AUSTIN, TEXAS

Date: 12,/21/2021

Scale: 1"=40’

Job No.: 5583—-03

Drawing File:

G: \TXC\Projects\LDG\5538-03\SV\04_Finais\Drawings\5538—03_As—Bullt_ALTA—2.dwg




BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action regarding a Material Amendment to the Housing
Tax Credit Application for Laurel Vista (HTC #19094)

RECOMMENDED ACTION

WHEREAS, Laurel Vista (the Development) received an award of 9% Housing Tax
Credits (HTCs) in 2019 for the new construction of 69 units for the elderly
population in Beaumont, Jefferson County;

WHEREAS, Laurel Vista Apartments, LP (the Development Owner or Owner)
requests approval for a reduction in the Common Area from 13,944 to 13,433
square feet, representing a reduction of 511 square feet or 3.66% from the original
design represented at Application, and also requests approval for a reduction in
the Net Rentable Area (NRA) from 66,074 to 62,061 square feet, representing a
reduction of 4,013 square feet or 6.07% from the original design represented at
Application;

WHEREAS, Board approval is required for a reduction of three percent or more in
the square footage of the Common Area and the NRA directed in Tex. Gov't Code
§2306.6712(d)(4) and 10 TAC §10.405(a)(4)(D), and the Owner has complied with
the amendment requirements therein; and

WHEREAS, the requested changes do not negatively affect the Development,
impact the viability of the transaction, impact the scoring of the Application, or
affect the amount of the tax credits awarded;

NOW, therefore, it is hereby

RESOLVED, that the requested amendment for Laurel Vista is approved as
presented at this meeting, and the Executive Director and his designees are each
hereby authorized, directed, and empowered to take all necessary action to
effectuate the foregoing.

BACKGROUND

Laurel Vista received an award of 9% Housing Tax Credits in 2019 for the new construction of 69
units for the elderly population in Beaumont, Jefferson County. Construction of the Development
has been completed, and the Owner is in the process of preparing the cost certification
documentation. In a letter dated March 16, 2022, Sarah Andre, representative for the Owner,
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requested approval for a reduction in the Common Area from 13,944 to 13,433 square feet,
representing a reduction of 511 square feet or 3.66% from the original design represented at
Application. In addition, the representative for the Owner also requested approval for the
reduction in the NRA from 66,074 to 62,061 square feet representing a reduction in 4,013 square
feet or 6.07% from the original design represented at Application.

The Owner previously identified minor changes to the site plan that were considered Notification
Iltems under 10 TAC 10.405(a)(2)(B). The changes were the result of revisions required by the
City of Beaumont that changed the parking requirements and added an additional setback from
an easement and a drive aisle on the west side of the site. The Owner states it was unknown at
the time that the required changes would also impact the size of the buildings, which must be
reduced in order to fit on the site after incorporating the City’s requirements for the site plan.
The Owner is able to keep the original unit mix, but the NRA will reduce from 66,074 to 62,061
square feet, representing a 6.07% reduction, or 4,013 square feet, and the Common Area will be
reduced from 13,944 to 13,433 square feet, representing a 3.66% reduction or 511 square feet.
These changes are material amendments under Tex. Gov’'t Code §2306.6712(d)(4) and 10 TAC
§10.405(a)(4)(D) and require Board approval.

The table below shows a comparison between the original and revised Unit square footage.

Material Alterations as defined in Tex. Gov’t Code §2306.6712(d)(4) and 10 TAC §10.405(a)(4)(D) )

Application Amendment

Units Square Footage

Unit Square Footage

Difference (Sq. Ft.) % Change

1Bed /1 Bath: 795 x32 = 25,440 1Bed/1Bath: 755x32 =24,160 (40x32)=1280 -4.9%
2 Bed /1 Bath: 1027 x 32 = 32,864 2Bed /1Bath: 1013x32= 32,416 (14x32)= 448 -1.4%
2 Bed /2 Bath: 1554 x5=_7,770 2Bed /2 Bath: 1118x 5 = 5,590 (436 x5)= 2180 -28%
Total NRA: 66,074 Sq. Ft. Total NRA: 62,061 Sq. Ft. -6.07%
Common Area: 13,944 Sq. Ft. Common Area: 13,433 Sq. Ft. -3.66%

The Owner has stated that the common area laundry spaces have been removed, and washers
and dryers have been provided in each unit at no cost to the residents. The Owner is still
responsible for providing the required number of points for common amenities.

These changes do not materially alter the Development in a negative manner, and were not
reasonably foreseeable or preventable by the Development Owner at the time of Application.
The Owner has indicated that there was no net financial impact on the Development as a result
of the proposed changes. Staff has determined that these changes do not affect the scoring of
the Application or the tax credit award, and the Development will continue to meet the
accessibility requirements.
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Staff recommends approval of the amendment request as presented herein.
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March 16, 2022

Ms. Karen Curtice

Asset Manager, Region 5

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

Austin, TX 78701

Re: Laurel Vista, TDHCA #19094, Beaumont, TX
Dear Ms. Curtice:

Please accept this Amendment Request for changes pertaining to project 19094, Laurel Vista. We
previously submitted a notification of Site Plan changes with our 10% Test documentation. This
Amendment request has come about as a result of the changes made to the Site Plan as required by
the City of Beaumont.

Reason the Change is Necessary

The changes described in the notification at 10% Test were required by the City of Beaumont.
What we did not realize at the time of the 10% Test is that the changes required by the City also
impacted the size of the buildings. In order to meet the City requirement, we had to make our
buildings slightly smaller. This resulted in a change of more than 3% to the unit sizes and the
common area.

Good Cause for the Change & Foreseeable Nature of the Change

As mentioned before, the changes to our Site Plan came about as a result of discussions with the
City where they imposed additional requirement on our site, notably an additional setback from an
easement and a drive aisle on the west side of the site. The buildings had to be smaller than
originally planned in order to fit on the site and still meet the requirements of the City on the Site
Plan. We were able to keep the original unit mix, but the unit sizes and common area were
decreased slightly to fit into the smaller building size.

The changes to the unit sizes are described below:

Unit Description Size at Application Size As Built Change
1 bed / 1 bath 795 755 -5.0%
2 bed / 1 bath 1027 1013 -1.4%
2 bed / 2 bath 1554 1118 -28%
Total NRA 66,074 62,061 -6.1%

Two of the unit sizes had only slight changes, but the 2 bed/2 bath unit had a significant change in
unit size. When we learned we had to shrink the building size, much of the reconfiguration
happened in the core of the building, where these larger units are located. By making these units
not as wide, but deeper, we were able to shorten the building size by 24 feet, making the buildings
fit on the Site with the City requirements. The majority of the space lost comes from these 2/2
units. The decision was made to take it from those units because they were already much larger
than an ordinary 2/2 unit, and we could take space from those and still provide a good sized 2/2
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unit for tenants. The Common Area of the development decreased slightly from 13,944 sfto 13,433
sf. This is a decrease of 3.6%.

Amendment Documents
The following documentation reflecting these changes is attached:

¢ Original Building floor plans and unit plans
o As-built floor plans and unit plans.

Financial Impact

There was no net financial impact on the development. Enclosed is a statement from Jeff Kittle
regarding this.

We have provided a check in the amount of $2,500 for this Amendment request. Thank you for
marshalling this Amendment through the system and feel free to contact me if you have any

additional questions.

Sincerely,

L TR

Sarah Andre
Consultant to the Project
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BOARD ACTION REQUEST
MULTIFAMILY BOND DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on Inducement Resolution No. 22-018 for Multifamily
Housing Revenue Bonds regarding authorization for filing applications for private activity bond authority

RECOMMENDED ACTION

WHEREAS, a bond pre-application, as further detailed below, was submitted to the
Department for consideration of an inducement resolution;

WHEREAS, Board approval of the inducement resolution is the first step in the application
process for a multifamily bond issuance by the Department; and

WHEREAS, approval of the inducement will allow staff to submit an application to the
Bond Review Board (BRB) for the issuance of a Certificate of Reservation associated with
the Development;

NOW, therefore, it is hereby

RESOLVED, that based on the foregoing, Inducement Resolution No. 22-018 to proceed
with the application submission to the BRB for possible receipt of State Volume Cap
issuance authority under the Private Activity Bond Program for the pre-applications listed
herein, is hereby approved in the form presented to this meeting.

BACKGROUND

General Information: The BRB administers the annual private activity bond authority for the State of
Texas. The Department is an issuer of Private Activity Bonds and is required to induce an application for
bonds prior to the submission to the BRB. Approval of the inducement resolution does not constitute
approval of the development but merely allows the Applicant the opportunity to move into the full
application phase of the process. Once the application receives a Certificate of Reservation, the Applicant
has 180 days to close on the private activity bonds.

During the 180-day process, the Department will review the complete application for compliance with
the Department’s Rules, including, but not limited to, site eligibility and threshold, as well as previous
participation as it relates to developments previously funded through the Department. During the review
of the full application, staff will also underwrite the transaction and determine financial feasibility in
accordance with the Real Estate Analysis Rules. The Department will schedule and conduct a public
hearing, and the complete application, including a transcript from the hearing, will then be presented to
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the Board for a decision on the issuance of bonds as well as a determination on the amount of housing
tax credits anticipated to be allocated to the development.

This inducement resolution would reserve approximately $50 million in private activity bond volume cap.
Staff notes that the Department’s set-aside for the 2022 program year is $170,523,859 and has been
reserved with applications submitted as part of the 2022 Lottery. The pre-application listed below will
be added to the Department’s waiting list for a bond reservation.

22616 — The Terrace at Highland Hills

New construction of 300 units is proposed for this multifamily development to be located at
approximately 3100 Persimmon Road, Dallas, Dallas County. This transaction is proposed to be Priority
3, and will serve the general population. The development proposes 300 units, 270 of which will be rent
and income restricted at 60% of Area Median Family Income, with the remaining 30 units being market
rate. The Department has received no letters of support or opposition for the proposed development.

Bond Inducement Amount: $50,000,000
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RESOLUTION NO. 22-018

RESOLUTION DECLARING INTENT TO ISSUE MULTIFAMILY REVENUE BONDS OR
NOTES WITH RESPECT TO RESIDENTIAL RENTAL DEVELOPMENTS; AUTHORIZING
THE FILING OF ONE OR MORE APPLICATIONS FOR ALLOCATION OF PRIVATE
ACTIVITY BONDS WITH THE TEXAS BOND REVIEW BOARD; AND AUTHORIZING
OTHER ACTION RELATED THERETO

WHEREAS, the Texas Department of Housing and Community Affairs (the “Department”)
has been duly created and organized pursuant to and in accordance with the provisions of
Chapter 2306, Texas Government Code, as amended, (the “Act”) for the purpose, among others,
of providing a means of financing the costs of residential ownership, development and
rehabilitation that will provide decent, safe, and affordable living environmentsfor persons and
families of low, very low and extremely low income and families of moderate income (all as
definedin the Act); and

WHEREAS, the Act authorizes the Department: (a) to make mortgage loans to housing
sponsors to provide financing for multifamily residential rental housing in the State of Texas (the
“State”) intended to be occupied by persons and families of low, very low and extremely low
income and families of moderate income, as determined by the Department; (b)to issue its
revenue bonds or notes for the purpose, among others, of obtaining funds to make such loans
and provide financing, to establish necessary reserve funds and to pay administrative and other
costs incurred in connection with the issuance of such bonds or notes; and (c) to pledge all or any
part of the revenues, receipts or resources of the Department, including the revenues and
receipts to be received by the Department from such multifamily residential rental development
loans, and to mortgage, pledge or grant security interests in such loans or other property of the
Department in order to secure the payment of the principal or redemption price of and interest
on such bonds or notes; and

WHEREAS, it is proposed that the Department issue its revenue bonds or notesin one or
more series for the purpose of providing financing for the multifamily residential rental
developments (the “Developments”) more fully described in Exhibit A attached hereto. The
ownership of the Developments as more fully described in Exhibit A will consist of the applicable
ownership entity and its principals or a related person (the “Owners”) within the meaning of the
Internal Revenue Code of 1986, as amended (the “Code”); and

WHEREAS, the Owners have made not more than 60 days prior to the date hereof,
payments with respect to the acquisition, construction, reconstruction or renovation of the
Developments and expect to make additional payments in the future and desire that they be
reimbursed for such payments and other costs associated with the Developments from the
proceeds of tax-exempt and taxable, as applicable, obligations to be issued by the Department
subsequentto the date hereof; and
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WHEREAS, the Owners have indicated their willingness to enter into contractual
arrangements with the Department providing assurance satisfactory to the Departmentthat the
requirements of the Act and the Department will be satisfied and that the Developments will
satisfy State law, Section 142(d) and other applicable Sections of the Code and Treasury
Regulations; and

WHEREAS, the Department desires to reimburse the Owners for some or all of the costs
associated with the Developments listed on Exhibit A attached hereto, butsolely from and to the
extent, if any, of the proceeds of tax-exempt and taxable, as applicable, obligations to be issued
in one or more series to be issued subsequentto the date hereof;and

WHEREAS, at the request of the Owners, the Department reasonably expects to incur
debt in the form of tax-exempt and taxable, as applicable, obligations for purposes of paying the
costs of the Developments described on Exhibit A attached hereto; and

WHEREAS, in connection with the proposed issuance of the Bonds (defined below), the
Department, as issuer of the Bonds, is required to submit for the Developments one or more
Applications for Allocation of Private Activity Bonds or Applications for Carryforward for Private
Activity Bonds (the “Application”) with the Texas Bond Review Board (the “Bond Review Board”)
with respect to the tax-exempt Bonds to qualify for the Bond Review Board’s Allocation Program
in connection with the Bond Review Board’s authority to administer the allocation of the
authority of the State to issue private activity bonds; and

WHEREAS, the Governing Board of the Department (the “Board”) has determined to
declare its intent to issue its multifamily revenue bonds or notes for the purpose of providing
funds to the Owners to finance the Developments on the terms and conditions hereinafter set
forth; NOW, THEREFORE,

BE IT RESOLVED BY THE GOVERNING BOARD OF THE TEXAS DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS THAT:

ARTICLE 1

OFFICIALINTENT; APPROVALOF CERTAIN ACTIONS

Section 1.1.  Authorization of Issue. The Department declares its intent to issue its
Multifamily Housing Revenue Bonds or Notes (the “Bonds”) in one or more seriesand in amounts
estimated to be sufficient to (a) fund a loan or loans to the Owners to provide financing for the
respective Developments in an aggregate principal amount not to exceed those amounts,
corresponding to the Developments, set forth in Exhibit A; (b) fund a reserve fund with respect
to the Bonds if needed; and (c) pay certain costs incurred in connection with the issuance of the
Bonds. Such Bonds will be issued as qualified residential rental development bonds. Final
approval of the Department to issue the Bonds shall be subject to: (i) the review by the
Department’s credit underwriters for financial feasibility; (ii) review by the Department’s staff
and legal counsel of compliance with federalincome tax regulations and State law requirements
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regarding tenancy in the respective Development; (iii) approval by the Bond Review Board, if
required; (iv) approval by the Attorney General of the State of Texas (the “Attorney General”);
(v) satisfaction of the Board that the respective Development meets the Department’s public
policy criteria; and (vi) the ability of the Department to issue such Bonds in compliance with all
federal and State laws applicable to the issuance of such Bonds.

Section 1.2. Terms of Bonds. The proposed Bonds shall be issuable only as fully
registered bonds or notes in authorized denominations to be determined by the Department;
shall bear interest at a rate or rates to be determined by the Department; shall mature at a time
to be determined by the Department but in no event later than 40 years after the date of
issuance; and shall be subject to prior redemption upon such terms and conditions as may be
determined by the Department.

Section 1.3. Reimbursement. The Department reasonably expects to reimburse the
Ownersforall or a portion of the costs that have been or will be paid subsequent tothe date that
is 60 days prior to the date hereof in connection with the acquisition of real property and
construction, reconstruction or renovation, as applicable, of its Development and listed on
Exhibit A attached hereto (“Costs of the Developments”) from the proceeds of the Bonds, in an
amount which is reasonably estimated to be sufficient: (a) to fund a loan to provide financing for
the acquisition and construction or rehabilitation and equipping of its Development, including
reimbursing the applicable Owner for all costs that have been or will be paid subsequentto the
date that is 60 days prior to the date hereofin connection with the acquisition and construction
or rehabilitation of the Developments; (b) to fund certain reserves that may be required for the
benefit of the holders of the Bonds; and (c) to pay certain costs incurred in connection with the
issuance of the Bonds.

Section 1.4.  Principal Amount. Based on representations of the Owners, the
Departmentreasonably expects that the maximum aggregate principal amount of debt issued to
reimburse the Owners for the Costs of the Developments will not exceed the amountset forth in
Exhibit A which correspondsto the applicable Development.

Section 1.5.  Limited Obligations. The Owners may commence with the acquisition and
construction or rehabilitation of the Developments, which Developments will be in furtherance
of the public purposes of the Department as aforesaid. On or prior to the issuance of the Bonds,
each Ownerwill enterinto a loan agreement, on terms agreed to by the parties, on aninstallment
payment basis with the Department under which the Department will make a loan to the
applicable Owner for the purpose of reimbursing the Owner for the Costs of the Development
and the Owner will make installment payments sufficient to pay the principal of and any premium
and interest on the applicable Bonds. The proposed Bonds shall be special, limited obligations of
the Department payable solely by the Department from or in connection with its loan or loans to
the Ownerto provide financing for its Development, and from such otherrevenues, receiptsand
resources of the Department as may be expressly pledged by the Department to secure the
payment of the Bonds.
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Section 1.6. The Developments. Substantially all of the proceeds of the Bonds shall be
used to finance the Developments, which are to be occupied entirely by Eligible Tenants, as
determined by the Department, and which are to be occupied partially by persons and families
of low income such that the requirements of Section 142(d) of the Code are met for the period
required by the Code.

Section 1.7. Payment of Bonds. The payment of the principal of and any premium and
interest on the Bonds shall be made solely from moneys realized from the loan of the proceeds
of the Bonds to reimburse the Ownersfor costs of its Development.

Section 1.8.  Costs of Developments. The Costs of the Developments may include any
cost of acquiring, constructing, rehabilitating, or reconstructing, as applicable, improving,
equipping, installing and expanding the Developments. Without limiting the generality of the
foregoing, the Costs of the Developments shall specifically include the cost of the acquisition of
all land, rights-of-way, property rights, easements and interests, the cost of all machinery and
equipment, financing charges, inventory, raw materials and other supplies, research and
development costs, interest prior to and during construction and for one year after completion
of construction whetheror not capitalized, necessary reserve funds, the cost of estimates and of
engineering and legal services, plans, specifications, surveys, estimates of cost and of revenue,
otherexpenses necessary orincident to determining the feasibility and practicability of acquiring,
constructing, reconstructing, improving and expanding the Developments, administrative
expenses and such other expenses as may be necessary or incident to the acquisition,
construction, reconstruction, improvement and expansion of the Developments, the placing of
the Developments in operation and that satisfy the Code and the Act. The Owners shall be
responsible for and pay any costs of its Developmentincurred by it prior to issuance of the Bonds
and will pay all costs of its Development which are not or cannot be paid or reimbursed from the
proceeds of the Bonds.

Section 1.9. No Commitment to Issue Bonds. Neither the Owners nor any other party
is entitled to rely on this Resolution as a commitment to issue the Bonds and to loan funds, and
the Department reservesthe right not to issue the Bonds either with or without cause and with
or without notice, and in such event the Department shall not be subject to any liability or
damages of any nature. Neither the Owners nor any one claiming by, through or under the
Owners shall have any claim against the Department whatsoever as a result of any decision by
the Department not to issue the Bonds.

Section 1.10. Conditions Precedent. The issuance of the Bonds following final approval
by the Board shall be further subject to, among other things: (a) the execution by the Owners
and the Department of contractual arrangements, on terms agreed to by the parties, providing
assurance satisfactory to the Department that all requirements of the Act will be satisfied and
that the Development will satisfy the requirements of Section 142(d) of the Code (except for
portions to be financed with taxable bonds or notes); (b)the receipt of an opinion from
Bracewell LLP or other nationally recognized bond counsel acceptable to the Department (“Bond
Counsel”), substantially to the effect that the interest on the tax-exempt Bonds is excludable
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from gross income for federal income tax purposes under existing law; and (c) receipt of the
approval of the Bond Review Board, if required, and the Attorney General.

Section 1.11. Authorization to Proceed. The Board hereby authorizes staff, Bond
Counsel and other consultants to proceed with preparation of the Developments’ necessary
review and legal documentation for the filing of one or more Applications and the issuance of the
Bonds, subject to satisfaction of the conditions specified in this Resolution. The Board further
authorizes staff, Bond Counsel and other consultants to re-submit an Application that was
withdrawn by an Owner.

Section 1.12. Related Persons. The Department acknowledges that financing of all or
any part of the Developments may be undertaken by any company or partnership that is a
“related person” to the respective Owner within the meaning of the Code and applicable
regulations promulgated pursuant thereto, including any entity controlled by or affiliated with
the Owners.

Section 1.13. Declaration of Official Intent. This Resolution constitutes the
Department’s official intent for expenditures on Costs of the Developments which will be
reimbursed out of the issuance of the Bonds within the meaning of Sections 1.142-4(b) and
1.150-2, Title 26, Code of Federal Regulations, as amended, and applicable rulings of the Internal
Revenue Service thereunder, to the end that the Bonds issued to reimburse Costs of the
Developments may qualify for the exemption provisions of Section 142 of the Code, and that the
interest on the Bonds (exceptforany taxable Bonds) will therefore be excludable from the gross
incomes of the holders thereof under the provisions of Section 103(a)(1) of the Code.

Section 1.14. Execution and Delivery of Documents. The Authorized Representatives
named in this Resolution are each hereby authorized to execute and deliver all Applications,
certificates, documents, instruments, letters, notices, written requests and other papers,
whether or not mentioned herein, as may be necessary or convenient to carry out or assist in
carrying out the purposes of this Resolution.

Section 1.15. Authorized Representatives. The following persons are each hereby
named as authorized representatives of the Department for purposes of executing, attesting,
affixing the Department’s seal to, and delivering the documents and instruments and taking the
other actions referred to in this Article 1: the Chair or Vice Chair of the Board, the Executive
Director of the Department, the Director of Administration of the Department, the Director of
Financial Administration of the Department, the Director of Bond Finance of the Department, the
Director of Texas Homeownership of the Department, the Manager of Single Family Finance of
the Department and the Secretary or any Assistant Secretary to the Board. Such persons are
referred to herein collectively as the “Authorized Representatives.” Any one of the Authorized
Representatives is authorized to act individually as set forth in this Resolution.
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ARTICLE 2

CERTAIN FINDINGS AND DETERMINATIONS

Section 2.1.  Certain Findings Regarding Developments and Owners. The Board finds

that:

(a) the Developments are necessary to provide decent, safe and sanitary housing at
rentals that individuals or families of low and very low income and families of moderate income
can afford;

(b) the Owners will supply, in their Development, well-planned and well-designed
housing for individuals or families of low and very low income and families of moderate income;

(c) the Ownersare financially responsible;

(d) the financing of the Developments is a public purpose and will provide a public
benefit; and

(e) the Developments will be undertaken within the authority granted by the Act to
the Department and the Owners.

Section 2.2. No Indebtedness of Certain Entities. The Board hereby finds, determines,
recites and declares that the Bonds shall not constitute an indebtedness, liability, general, special
or moral obligation or pledge or loan of the faith or credit or taxing power of the State, the
Department or any other political subdivision or municipal or political corporation or
governmental unit, nor shall the Bonds ever be deemed to be an obligation or agreement of any
officer, director, agent or employee of the Department in his or her individual capacity, and none
of such persons shall be subject to any personal liability by reason of the issuance of the Bonds.
The Bonds will be a special limited obligation of the Department payable solely from amounts
pledged for that purpose underthe financing documents.

Section 2.3.  Certain Findings with Respect to the Bonds. The Board hereby finds,
determines, recites and declares that the issuance of the Bonds to provide financing for the
Developments will promote the public purposes setforthin the Act, including, without limitation,
assisting persons and families of low and very low income and families of moderate income to
obtain decent, safe and sanitary housing at rentals they can afford.
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ARTICLE 3

GENERAL PROVISIONS

Section 3.1. Books and Records. The Board hereby directs this Resolution to be made
a part of the Department’s books and records that are available for inspection by the general
public.

Section 3.2. Notice of Meeting. This Resolution was considered and adopted at a
meeting of the Board that was noticed, convened, and conducted in full compliance with the
Texas Open Meetings Act, Chapter 551 of the Texas Government Code, and with §2306.032 of
the Texas Government Code, regarding meetings of the Board.

Section 3.3.  Effective Date. This Resolution shall be in full force and effect from and
upon its adoption.

PASSED AND APPROVED this 14t day of April, 2022.
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EXHIBIT “A”

Descriptions of the Ownerand the Development

Amount Not to

Project Name Owner Principals Exceed
The Terrace at Highland |LDG The Terrace at |General Partner: LDG The $50,000,000
Hills Highland Hills, LP, a |Terrace at Highland Hills GP,

to-be-formed Texas |LLC, ato-be-formed Texas
limited partnership |limited liability company

Costs: Acquisition/construction of a 300-unit affordable, multifamily housing development to
be known as The Terrace at Highland Hills, to be located at approximately 3100
Persimmon Road, Dallas, Dallas County, Texas 75241.
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on Resolution No. 22-019 regarding the annual
approval of the Department’s Interest Rate Swap Policy

RECOMMENDED ACTION

Adopt attached resolution.

BACKGROUND

The Department adopted an Interest Rate Swap Policy (the Swap Policy) on September 9, 2004,
to establish guidelines for the use and administration of interest rate management agreements,
including but not limited to, interest rate swaps, caps, collars, and floors acquired in connection
with the issuance of debt obligations. The Swap Policy is reviewed and approved annually. It
underwent substantial changes in 2009, and has had minor edits since.

Staff, in conjunction with the Department’s Swap Advisor and Bond Counsel, has reviewed the
proposed Swap Policy and recommends approval and adoption of Resolution 22-019.

The proposed Swap Policy, blacklined against the prior policy, contains minor edits, and
updates pursuant to state law.
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RESOLUTION NO. 22-019

RESOLUTION OF THE GOVERNING BOARD APPROVING THE TEXAS DEPARTMENT
OF HOUSING AND COMMUNITY AFFAIRS INTEREST RATE SWAP POLICY

WHEREAS, the Texas Department of Housing and Community Affairs, a public and
official agency of the State of Texas (the “Department”), was created and organized pursuant to
and in accordance with the provisions of Chapter 2306, Texas Government Code, as amended
(together with other laws of the State applicable to the Department, collectively, the “Act”);
and

WHEREAS, the Governing Board of the Department (the “Governing Board”) desires to
approve the Department’s Interest Rate Swap Policy in the form presented to the Governing
Board;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BOARD OF THE TEXAS
DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS THAT:

ARTICLE 1

APPROVAL OF DOCUMENTS AND CERTAIN ACTIONS

Section 1.1  Approval of the Department’s Interest Rate Swap Policy. The Interest
Rate Swap Policy in the form presented to the Governing Board is hereby authorized and
approved.

Section 1.2  ISDA Dodd-Frank Protocols. Each Authorized Representative is hereby
severally authorized to take such actions as are necessary or desirable to enable the Board to
adhere to any protocols promulgated by the International Swaps and Derivatives Association,
Inc. (“ISDA”) in connection with the Dodd-Frank Wall Street Reform and Consumer Protection
Act, which adherence may (i) include the use of documents intended to address the subject
matter of any such protocol but not using forms promulgated by ISDA, and (ii) be with respect
to such counterparties as an Authorized Representative determines in his or her judgment are
appropriate.

Section 1.3  Authorized Representatives. The following persons are each hereby
named as authorized representatives of the Department for purposes of executing, attesting,
affixing the Department’s seal to, and delivering the documents and instruments and taking the
other actions referred to in this Article 1: the Chair or Vice Chair of the Board, the Executive
Director of the Department, the Director of Administration of the Department, the Director of
Financial Administration of the Department, the Director of Bond Finance of the Department,
the Director of Texas Homeownership of the Department, the Manager of Single Family Finance
of the Department and the Secretary or any Assistant Secretary to the Board. Such persons are
referred to herein collectively as the “Authorized Representatives.” Any one of the Authorized
Representatives is authorized to act individually as set forth in this Resolution.
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ARTICLE 2

GENERAL PROVISIONS

Section 2.1  Notice of Meeting. This Resolution was considered and adopted at a
meeting of the Governing Board that was noticed, convened, and conducted in full compliance
with the Texas Open Meetings Act, Chapter 551 of the Texas Government Code, and with
§2306.032 of the Texas Government Code, regarding meetings of the Governing Board.

Section 2.2 Effective Date. This Resolution shall be in full force and effect from and
upon its adoption.

PASSED AND APPROVED this 14th day of April, 2022.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
INTEREST RATE SWAP POLICY

The Texas Department of Housing and Community Affairs (the “Department”) has been duly
created and organized pursuant to and in accordance with the provisions of Chapter 2306, Texas
Government Code (the “Act”), as amended from time to time, for the purpose of providing a
means of financing the costs of residential ownership, development and rehabilitation that will
provide decent, safe and sanitary housing for individuals and families of low and very low income
and families of moderate income (as described in the Act as determined by the Governing Board of
the Department (the “Governing Board”) from time to time) at prices they can afford.

The Act authorizes the Department: (a) to acquire, and to enter into advance commitments to
acquire, mortgage loans (including participations therein) secured by mortgages on residential
housing in the State of Texas (the “State”); (b) to issue its bonds, for the purpose of obtaining
funds to make and acquire such mortgage loans or participations therein, to establish necessary
reserve funds and to pay administrative and other costs incurred in connection with the issuance
of such bonds; and (c) to pledge all or any part of the revenues, receipts or resources of the
Department, including the revenues and receipts to be received by the Department from such
mortgage loans or participations therein, and to mortgage, pledge or grant security interests in
such mortgages, mortgage loans or other property of the Department, to secure the payment of
the principal or redemption price of and interest on such bonds.

l. Introduction

The purpose of this Interest Rate Swap Policy (“Policy”) of the Texas Department of Housing and
Community Affairs (the “Department”) is to establish guidelines for the use and management of all
interest rate management agreements, including, but not limited to, interest rate swaps,
swaptions, caps, collars and floors (collectively “Swaps” or “Agreements”) incurred in connection
with the issuance of debt obligations. This Policy sets forth the manner of execution of Swaps and
provides for security and payment provisions, risk considerations, and certain other relevant
provisions.

II.  Authority

The Department is authorized by Sections 1371.056 and 2306.351 of the Texas Government Code
to enter into Swaps from time to time to better manage assets and liabilities and take advantage
of market conditions to lower overall costs and reduce interest rate risk.

This Policy shall govern the Department’s use and management of all Swaps. While adherence to
this Policy is required in applicable circumstances, the Department recognizes that changes in the
capital markets, agency programs, and other unforeseen circumstances may from time to time
produce situations that are not covered by this Policy and will require modifications or exceptions
approved or authorized by the Governing Board to achieve policy goals.

The Director of Administration and the Director of Bond Finance are the designated administrators
of the Department’s Policy. The Bond Finance Division shall have the day-to-day responsibility for
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structuring, implementing, and managing Swaps, which includes, with the approval of the
Executive Director, the execution of the Department’s right to optional termination of Swaps to
avoid being overswapped (having a higher notional amount of swap outstanding than par amount
of related bonds), for economic benefit to the Department, or to achieve other goals of the
Department.

The Department shall be authorized to enter into Swaps only with qualified Swap counterparties
as defined herein. The Director of Bond Finance, in consultation with the Director of
Administration, or a Department designee, shall have the authority to recommend counterparties,
so long as the criteria set forth in this Policy are met.

The Director of Administration and the Director of Bond Finance shall review this Policy on an
annual basis and recommend any necessary changes to the Governing Board.

M. Purpose

The incurring of obligations by the Department involves a variety of interest rate payments and
other risks for which a variety of financial instruments are available to offset, hedge, or reduce. It
is the policy of the Department to utilize Swaps to better manage its assets and liabilities. The
Department may execute Swaps if the transaction can be expected to result in one of, but not
limited to, the following:

e Reduce exposure to changes in interest rates on a particular financial transaction or in the
context of the management of interest rate risk derived from the Department’s overall
asset/liability balance.

e Result in a lower net cost of borrowing with respect to the Department’s debt, a higher
return on assets, and/or a stronger balance sheet.

o Manage variable interest rate exposure consistent with prudent debt practices.

e Achieve flexibility in meeting overall financial and programmatic objectives that cannot be
achieved in conventional markets.

e Lock in fixed rates in current markets for use at a later date.

e Manage the Department’s exposure to the risk of changes in the legal or regulatory
treatment of tax-exempt bonds.

o Manage the Department’s credit exposure to financial institutions.

The Department will not use Agreements that:
o Are purely speculative or incorporate extraordinary leverage;
o Lack adequate liquidity to terminate without incurring a significant bid/ask spread,
o Are characterized by insufficient pricing transparency and therefore make reasonable
valuation difficult.
IV.  Evaluation of Risks Associated with Swaps
Before entering into a Swap, the Department shall evaluate the risks inherent in the transaction.

The risks to be evaluated will include basis risk, tax risk, counterparty risk, credit risk, termination
risk, rollover risk, liquidity risk, remarketing risk, amortization mismatch risk, mortgage yield risk,
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non-origination risk, and PAC band risk. The following table outlines these various risks and the
Department’s evaluation methodology for those risks.

Risk

Description

Evaluation Methodology

Basis Risk

The mismatch between actual
variable rate debt service and
variable rate indices used to
determine Swap payments.

The Department will review
historical trading differentials
between the variable rate bonds
and the index.

Tax Risk

The risk created by potential tax
events that could affect Swap
payments or their relationship to
future bond payments.

The Department will review the
tax events in proposed Swap
agreements. The Department will
evaluate the impact of potential
changes in tax law on Swaps that
hedge tax-exempt bonds where
the index is a taxable index.

Counterparty Risk

The failure of the counterparty to
make required payments or the
occurrence of an event modifying
the credit rating of the
counterparty.

The Department will monitor
exposure levels, ratings
thresholds, and collateralization
requirements.

Termination Risk

The need to terminate the
transaction in a market that
dictates a termination payment by
the Department.

The Department will compute its
termination exposure for all
existing and proposed Swaps at
market value and under a worst-
case scenario.

Rollover Risk

The mismatch of the maturity of
the Swap and the maturity of the
underlying bonds.

The Department will determine its
capacity to service variable rate
bonds that may be outstanding
after the maturity of the Swap.

Liquidity Risk

The inability to continue or renew
a liquidity facility, and the risk that
the cost of a facility will increase
beyond expectations.

The Department will evaluate the
expected availability of liquidity
support  for swapped and
unhedged variable rate debt, if
any.

Remarketing Risk

The risk that a remarketing agent
may be wunable to remarket
VRDBs.

The Department will obtain a
standby bond purchase facility to
provide the funds necessary to
purchase the VRDBs.

Amortization  Mismatch

Risk

The mismatch of outstanding
Swap notional amount versus the
outstanding bond principal
subject to the hedge.

The Department may incorporate
one or a combination of the
following features: par
termination options, PAC or
lockout bonds.

Mortgage Yield Risk

The bond issue may not comply
with yield restrictions if the Swap
is terminated.

The Department will obtain legal
opinions and or certificates as
appropriate.
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Non-origination Risk

The bond proceeds may not
originate within the prescribed
timeframe and require an unused
proceeds call and possible
termination payment.

The Department will evaluate
bond and mortgage market
conditions and quantify the
potential termination payment

due upon non-origination.

PAC Band Break Risk

The targeted PAC bonds may
amortize faster than anticipated
based on the PAC amortization
schedule.

The Department will rely upon
credit rating agency cashflows to
ensure adequate PAC/companion
bond structural integrity.

Collateral Posting Risk

The risk that the Department may
be required to post liquid
collateral to the Counterparty.
Inability to post such liquid
collateral upon short notice may
result in the early termination of a
Swap transaction.

The Department will seek to
structure Swap Agreements so
that the need to post collateral is
highly unlikely.  This can be
accomplished by wusing high
posting thresholds or low rating
triggers.

Accounting Risk

The risk that the Department may
be required to record changes in
fair value of a derivative
transaction as a gain or loss in its
annual financial statements.

The Department, when feasible,
should aim to  structure
Transactions that would expect to
qualify as effective hedges under
GASB 53.

Floating Rate Benchmark
Transition Risk (LIBOR
Replacement)

The Financial Conduct Authority,
the U.K. regulator for LIBOR, has
announced that all tenors of US
Dollar LIBOR will no longer be

published or no longer be
representative after June 30,
2023. The expected

discontinuation of LIBOR presents
risks to the Department, including
but not limited to fallback
mechanisms  and mismatch
between fallback mechanisms of
the derivative and the hedged
debt.

The Department should work with
their legal, tax, financial and
accounting advisors regarding
fallback mechanisms. In August of
2021, the Department adhered to
the ISDA 2020 IBOR Fallbacks
Protocol. If the Department does
not enter into any bilateral
amendments with its swap
counterparties, the definitions
incorporated through the
adherence to the protocol will
take effect and provide a
mechanism for LIBOR
replacement on the Department’s
LIBOR indexed Swaps.

The Department will diversify its exposure to counterparties. To that end, before entering into a
transaction, the Department will determine its exposure to the relevant counterparty or
counterparties and determine how the proposed transaction would affect that exposure. The
exposure will not be measured solely in terms of notional amount, but rather how changes in
interest rates would affect the Department’s exposure (“Maximum Net Termination Exposure”).
For purposes of these limits, “Maximum Net Termination Exposure” shall equal the aggregate
termination payment for all existing and projected Swaps that would be paid by an individual
counterparty. For purposes of this calculation, the aggregate termination payment is equal to the
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reasonably expected worse case termination payment of all existing Swaps plus the proposed
transaction.

The Department will base the Maximum Net Termination Exposure on all outstanding derivative
transactions. Limits will be established for each counterparty as well as the relative level of risk
associated with each existing and projected Swap. In order to lessen counterparty risk, the
Department will diversify exposure among multiple counterparties (when possible) and avoid
excessive concentration to any one counterparty. In situations where the Department may
execute a swap transaction that would result in offsetting counterparty risk with an existing
counterparty, the Department should seek to utilize that counterparty.

The Director of Bond Finance shall determine the appropriate term for a Swap on a case-by-case
basis. The slope of the Swap curve, the marginal change in Swap rates from year to year along the
Swap curve, and the impact that the term of the Swap has on the overall exposure of the
Department shall be considered in determining the appropriate term of any Swap. The term of a
Swap between the Department and a qualified Swap counterparty shall not extend beyond the
final maturity date of the associated debt, or in the case of a refunding transaction, beyond the
final maturity date of the refunding bonds.

The Department will review the use of forward-starting swaps and determine the duration based
on market condition and the risk associated with using a forward-starting swap. The Department
does not have any swaps with a knock-out option which could expose the Department to higher
interest rates. The Department will advise the Board prior to entering into either a forward-
starting swap or knock-out option.

The Department will inform the Board if the swap is a fixed notional value swap or a declining
notional value swap. The Director of Bond Finance will review proposed swaps to ensure that the
use of fixed notional value swaps does not place the Department at risk of incurring an
incrementally higher expense if the related bond principal is paid off early.

The total “net notional amount” of all Swaps related to a bond issue should not exceed the
amount of outstanding bonds, or bonds anticipated to be issued. For purposes of calculating the
net notional amount, credit shall be given to any Swaps that offset another Swap for a specific
bond transaction.

V.  Long Term Financial Implications
In evaluating a particular transaction involving the use of derivatives, the Department shall review
long-term implications associated with entering into derivatives, including costs of borrowing,
historical interest rate trends, variable rate capacity, credit enhancement capacity, liquidity
capacity, opportunities to refund related debt obligations and other similar considerations.

Impact of Use of Liquidity

The Department shall consider the impact of any variable rate demand bonds issued in
combination with a Swap on the availability and cost of liquidity support for other Department
variable rate programs.
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Call Option Value considerations

When considering the relative advantage of a Swap versus fixed rate bonds, the Department will
take into consideration the value of any call option on fixed rate bonds.

Qualified Hedges

The Department understands that, (1) if payments on and receipts from the Agreement are to be
taken into account in computing the yield on the related bonds, the Agreement must meet the
requirements for a “qualified hedge” under federal tax law (sometimes referred to as an
“integrated Swap”); and (2) if one of the goals of entering into the Agreement is to convert
variable yield bonds into fixed yield bonds (sometimes referred to as a “super integrated Swap”),
then certain additional requirements must be met. In both of these situations, the terms of the
Agreement and the process for entering into the Agreement must be reviewed and approved in
advance by tax counsel.

VI.  Form of Swap Agreements

Each Swap executed by the Department shall contain terms and conditions as set forth in the
International Swap and Derivatives Association, Inc. (“ISDA”) Master Agreement, including any
schedules and confirmations. The Swaps between the Department and each qualified Swap
counterparty shall include payment, term, security, collateral, default, remedy, termination, and
other terms, conditions and provisions as the Director of Bond Finance deems necessary,
desirable, or consistent with industry best practices.

VIl.  Qualified Swap Counterparties

The Department will make its best efforts to work with qualified Swap counterparties that (i) have,
or has a credit support counterparty that has, a general credit rating of at least “A2” with respect
to ratings by Moody’s Investors Service or “A” with respect to ratings by Standard and Poor’s
Rating Services or Fitch Ratings.

In addition to the rating criteria specified herein, the Department may seek additional credit
enhancement and safeguards in the form of:

I. Contingent credit support or enhancement;
il. Collateral consistent with the policies contained herein; and/or
iii. Ratings downgrade triggers.

In addition, the Department will take into consideration a Swap counterparty’s track record of
successfully executing Swap transactions. The Department will only execute Swap transactions
with qualified Swap counterparties.

In addition to credit-related requirements, Swap counterparties and other providers of derivative

products must comply with the following requirements to be eligible to enter into a contract with
the Department in connection with, and at the time of, each applicable transaction:
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No Boycott of Israel. Swap counterparties and other providers of derivative products are required
to comply with the requirements of Chapter 2270 of the Texas Government Code. Compliance
includes a representation by each counterparty or provider that their firm (including any wholly
owned subsidiary, majority-owned subsidiary, parent company, or affiliate) (i) does not boycott
Israel and (ii) will not boycott Israel during the term for which they provide services to the
Department.

Iran, Sudan and Foreign Terrorist Organizations. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter 2252 of the Texas
Government Code. Compliance includes a representation by each counterparty or provider that
their firm (including any wholly owned subsidiary, majority-owned subsidiary, parent company, or
affiliate) is not an entity listed by the Texas Comptroller of Public Accounts under Sections
2252.153 or 2270.0201 of the Texas Government Code.

No Discrimination Against Fossil-Fuel Companies. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter 2274 of the Texas
Government Code (as added by Senate Bill 13 in the 87th Texas Legislature, Regular Session (“SB
13”)). Compliance includes a representation by each counterparty or provider that their firm
(including any wholly owned subsidiary, majority-owned subsidiary, parent company, or affiliate)
() not boycott energy companies and (ii) will not boycott energy companies during the term for
which they provide services to the Department. As used in the foregoing, the term “boycott
energy companies” shall have the meaning given to such term in Section 2274.001(1), Texas
Government Code (as enacted by SB 13).

No Discrimination Against Firearm Entities and Firearm Trade Associations. Swap counterparties
and other providers of derivative products are required to comply with the requirements of
Chapter 2274 of the Texas Government Code (as added by Senate Bill 19 in the 87th Texas
Legislature, Regular Session (“SB 19”)), Texas Government Code. Compliance includes a
representation by each counterparty or provider that their firm (including any wholly owned
subsidiary, majority-owned subsidiary, parent company, or affiliate) does not have a practice,
policy, guidance, or directive that discriminates against a firearm entity or firearm trade
association and will not discriminate against a firearm entity or firearm trade association during
the term for which they provide services to the Department. As used in the foregoing, the terms
“discriminate against a firearm entity or firearm trade association”, “firearm entity” and “firearm
trade association” shall have the meanings given to each such term in Section 2274.001, Texas
Government Code (as enacted by SB 19).

Disclosure of Interested Parties. Swap counterparties and other providers of derivative products
are required to comply with the requirements of Section 2252.908 of the Texas Government Code.
Counterparties or providers that make a written representation to the Department that their firm
is a publicly traded business entity or a wholly owned subsidiary of publicly traded business entity
are exempt from Section 2252.908 of the Texas Government Code.

Prohibition on Certain Bids and Contracts Related to Persons Involved in Human Trafficking. Swap
counterparties and providers of derivative products are required to comply with the requirements
of Chapter 2155 of the Texas Government Code. Swap counterparties and providers of derivative
products must certify their firm is not ineligible under Section 2155.0061 of the Texas Government
Code.
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VIIl. Termination Provisions

The Department shall include in all Swaps provisions granting the Department the right to
optionally terminate a Swap at any time at market over the term of the Agreement. The Director
of Bond Finance, in consultation with the Director of Administration, shall determine if it is
financially advantageous for the Department to terminate a Swap.

A ratings-based additional termination event shall be included in all of the Department’s Swaps if
the provider (or its credit support provider) fails to maintain either:

1. Acredit rating of at least Baa2 from Moody’s; or

2. Acredit rating of at least BBB from S&P; or,

3. An equivalent rating determined above by a nationally recognized ratings service
acceptable to both parties.

A termination payment to or from the Department may be required in the event of termination of
a Swap due to a default or a decrease in credit rating of either the Department or the
counterparty. If the cause of the termination is a counterparty downgrade, termination payments
will be calculated on the side of the bid-offer spread that favors the Department. Additionally, the
termination amount of the Swap should seek to compensate the Department, as allowed under
the ISDA Agreement, all other costs for creating a replacement transaction of like terms and
conditions.

It is the intent of the Department not to make a termination payment to a counterparty that does
not meet its contractual obligations. Prior to making any such termination payment, the Director
of Bond Finance, in consultation with the Director of Administration, shall evaluate whether it is
financially advantageous for the Department to obtain a replacement counterparty to avoid
making such termination payment or finance the termination payment through a long-term
financing product.

For payments on early termination and optional termination, Market Quotation and the Second
Method will apply, allowing for two way mark-to-market breakage (assuming the Swaps are
documented under the 1992 form of the ISDA Master Agreements). Swaps may use the 2002 form
of the ISDA Master Agreement.

IX.  Security and Source of Repayment

The Department may use the same security and source of repayment (pledged revenues) for
Swaps as is used for the bonds that are hedged or carried by the Swap, if any, but shall consider
the economic costs and benefits of subordinating the Department’s payments and/or termination
payment under the Swap. The use of the same security and source of repayment (pledged
revenues) is subject to the respective bond indenture’s covenants and the prior approval of the
Department’s bond counsel.
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X.  Specified Indebtedness

The specified indebtedness related to credit events in any Swap should be narrowly defined and
refer only to indebtedness of the Department that could have a materially adverse effect on the
Department’s ability to perform its obligations under the Swap. Debt should typically only include
obligations within the same lien as the Swap obligation.

Xl.  Governing Law

Governing law for Swaps will be the State of Texas. Issues relating to jurisdiction, venue, waiver of
jury trial and sovereign immunity will be subject to prevailing law and approval of the Texas
Attorney General Office. Preference will be given to language providing that the counterparty will
consent to jurisdiction in the Texas courts with respect to enforcement of the Agreement.

XIl.  Events of Default
Events of default of a Swap counterparty shall include, but are not limited to the counterparty’s:

Failure to make payments when due;

Breach of representations and warranties;

lllegality;

Failure to comply with downgrade provisions; and

Failure to comply with any other provisions of the Agreement after a specified notice
period.

aprwdE

XIll. Collateral Requirements

As part of any Swap, the Department may require the counterparty or the counterparty may
require the Department to post collateral or other credit enhancement to secure any or all Swap
payment obligations. As appropriate, the Director of Administration and Director of Bond Finance
may require collateral or other credit enhancement to be posted by each Swap counterparty
under the following circumstances:

e Each counterparty to the Department may be required to post collateral if the credit
rating of the counterparty or parent falls below a certain rating threshold, which varies
by counterparty. Additional collateral for further decreases in credit ratings of each
counterparty shall be posted by each counterparty in accordance with the provisions
contained in the credit support annex to each Swap with the Department. At the
current time, collateral posting rating triggers by the counterparties would range from
A2/A to Baal/BBB+.

o Collateral shall consist of cash, U.S. Treasury securities, or other mutually acceptable
highly liquid securities.

o Collateral shall be deposited with an eligible third party custodian, or as mutually
agreed upon between the Department and each counterparty.

o The market value of the collateral shall be determined on at least a weekly basis.

e The Department will determine reasonable threshold limits for increments of collateral
posting based on a sliding scale reflective of credit ratings.
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e The Director of Bond Finance, in consultation with the Director of Administration, shall
determine on a case-by-case basis whether a form of credit enhancement in lieu of, or
in addition to, collateral is more beneficial to the Department.

o The Department shall seek to not post collateral to the counterparty unless the
Department’s ratings fall below “A2” or “A”.

XIV. Other Criteria

The Department may use a competitive or a negotiated process to select a Swap counterparty and
price a Swap as it believes business, market or competitive conditions justify such a process. The
conditions under which a negotiated selection is best used are provided below.

o Marketing of the Swap will require complex explanations about the security for
payment or credit quality.

o Demand is weak among Swap counterparties.

o Market timing is important, such as for refundings.

o Coordination of multiple components of the financing is required.

e The Swap has non-standard features.

e The par amount is large enough to move the market in a manner adverse to the
Department’s interests.

o Counterparties are likely to demand individual changes in bid documents.

If a transaction is awarded through a negotiated process, the counterparty will provide the
Department with:

o A statement that, in the counterparty’s judgment, the difference in basis points
between the rate of the transaction and the mid-market rate for a comparable
transaction falls within the commonly occurring range for comparable transactions.

o Astatement of the amount of the difference as determined by the counterparty.

o If the counterparty does not know of a comparable transaction or mid-market rate, a
statement of another suitable measure of pricing acceptable to the counterparty.

The Department will use a swap advisory firm to assist in the price negotiation. Such swap
advisory firm shall act as the “qualified independent representative” (“QIR”) of the Department for
purposes of CFTC Rule 23.450 (b) (1) to advise the Department on swaps, provided that such firm
provide certification to the Department addressing why such firm meets the requirements to act
as a QIR pursuant to CFTC Regulation 23.450(b)(1). Also, the Department may obtain an opinion
from an independent party that the terms and conditions of any derivative entered into reflect a
fair market value of such derivatives as of the execution date.

The counterparty must provide to the Department disclosure of any payments the counterparty
made to another person to procure the transaction.

Prior to or at execution of any new swap transaction, the swap dealer and/or swap advisor, as the
case may be, shall provide information to the Department consistent with the rules and
regulations in effect at the time. Such rules would include the Business Conduct Standards for
Swap Dealers and Major Swap Participants as published and enacted by the Commodity Futures
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Trading Commission. In addition the swap dealer should represent to the Department that it is in
compliance with such rules including pay-to-play restrictions.

The Department will determine that the swap transaction will conform to this Interest Rate Swap
Policy after reviewing a report of the Director of Bond Finance that identifies with respect to the
transaction:

e itspurpose;

e the anticipated economic benefit and the method used to determine the
anticipated benefit;

e the use of the receipts of the transaction;

e the notional amount, amortization, and average life compared to the related
obligation;

e any floating indices;

e its effective date and duration;

e the identity and credit rating of the counterparties;

e the cost and anticipated benefit of transaction insurance;

e the financial advisors and the legal advisors and their fees;

e any security for scheduled and early termination payments;

e any associated risks and risk mitigation features; and

e early termination provisions.

XV. Ongoing Monitoring and Reporting Requirements

Written records noting the status of all Swaps will be maintained by the Bond Finance Division and
shall include the following information:

o Highlights of all material changes to Swaps or new Swaps entered into by the
Department since the last report.

e Market value of each of the Swaps.

e The net impact of a 50 or 100 basis point parallel shift or other relevant shift in the
appropriate Swap index or curve.

o For each counterparty, the total notional amount, the average life of each Swap and
the remaining term of each Swap.

e The credit rating of each Swap counterparty and credit enhancer insuring Swap
payments.

o Actual collateral posting by Swap counterparty, if any, in total by Swap counterparty.

e A summary of each Swap, including but not limited to the type of Swap, the rates paid
by the Department and received by the Department, indices, and other key terms.

« Information concerning any default by a Swap counterparty to the Department, and the
results of the default, including but not limited to the financial impact to the
Department, if any.

e Asummary of any Swaps that were terminated.

The Department will monitor its Swaps exposure on a periodic basis, as necessary, and will look for
ways to reduce the cost of a Swap(s) or the overall Swap exposure.
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The Bond Finance Division will monitor the performance of the QIR on an on-going basis.

The Department shall report its Swaps exposure in its annual financial statements and will reflect
the use of derivatives in accordance with GASB requirements. With the adoption of GASB 53, the
Department will be required to test hedge effectiveness on an annual basis. Any hedge deemed to
be ineffective will result in the change in fair value being recorded as a gain or loss. While the long
term economic value of the transaction should be more important when structuring a derivative,
the Department should seek to structure transactions that are expected to be effective and would
not result in changes in fair value affecting net income. For example, while a transaction
structured to meet the Consistent Critical Terms method of GASB 53 would ensure hedge
effectiveness, the Department should consider the tradeoffs of utilizing a transaction structure
that may provide greater expected economic benefits at the expense of potentially not meeting
hedge effectiveness. The disclosure requirements include:

Objective of the Derivative

Significant Terms

Fair Value

Associated Debt

Risks including but not limited to Credit Risk, Termination Risk, Interest Rate Risk, Basis
Risk, Rollover Risk, Market Access Risk, and Foreign Currency Risk.

akrwnE

With the adoption of GASB 72, the Department will be required to report the fair value of its
Swaps in its annual financial statements, as more fully described in GASB 72. The Department will
follow these guidelines and may engage a third party to assist in the required calculations.

The Director of Administration and the Director of Bond Finance will review this Policy on an
annual basis.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
INTEREST RATE SWAP POLICY

The Texas Department of Housing and Community Affairs (the “Department”) has been duly
created and organized pursuant to and in accordance with the provisions of Chapter 2306, Texas
Government Code (the “Act”), as amended from time to time, for the purpose of providing a
means of financing the costs of residential ownership, development and rehabilitation that will
provide decent, safe and sanitary housing for individuals and families of low and very low income
and families of moderate income (as described in the Act as determined by the Governing Board of
the Department (the “Governing Board”) from time to time) at prices they can afford.

The Act authorizes the Department: (a) to acquire, and to enter into advance commitments to
acquire, mortgage loans (including participations therein) secured by mortgages on residential
housing in the State of Texas (the “State”); (b) to issue its bonds, for the purpose of obtaining
funds to make and acquire such mortgage loans or participations therein, to establish necessary
reserve funds and to pay administrative and other costs incurred in connection with the issuance
of such bonds; and (c) to pledge all or any part of the revenues, receipts or resources of the
Department, including the revenues and receipts to be received by the Department from such
mortgage loans or participations therein, and to mortgage, pledge or grant security interests in
such mortgages, mortgage loans or other property of the Department, to secure the payment of
the principal or redemption price of and interest on such bonds.

l. Introduction

The purpose of this Interest Rate Swap Policy (“Policy”) of the Texas Department of Housing and
Community Affairs (the “Department”) is to establish guidelines for the use and management of all
interest rate management agreements, including, but not limited to, interest rate swaps,
swaptions, caps, collars and floors (collectively “Swaps” or “Agreements”) incurred in connection
with the issuance of debt obligations. This Policy sets forth the manner of execution of Swaps and
provides for security and payment provisions, risk considerations, and certain other relevant
provisions.

II.  Authority

The Department is authorized by Sections 1371.056 and 2306.351 of the Texas Government Code
to enter into Swaps from time to time to better manage assets and liabilities and take advantage
of market conditions to lower overall costs and reduce interest rate risk.

This Policy shall govern the Department’s use and management of all Swaps. While adherence to
this Policy is required in applicable circumstances, the Department recognizes that changes in the
capital markets, agency programs, and other unforeseen circumstances may from time to time
produce situations that are not covered by this Policy and will require modifications or exceptions
approved or authorized by the Governing Board to achieve policy goals.

The Director of Administration and the Director of Bond Finance ard-Chief-tnvestment Officer-are
the designated administrators of the Department’s Policy. The Bond Finance Division shall have
the day-to-day responsibility for structuring, implementing, and managing Swaps, which includes,
with the approval of the Executive Director, the execution of the Department’s right to optional
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termination of Swaps to avoid being overswapped (having a higher notional amount of swap
outstanding than par amount of related bonds), for economic benefit to the Department, or to
achieve other goals of the Department.

The Department shall be authorized to enter into Swaps only with qualified Swap counterparties
as defined herein. The Director of Bond Finance-and-Chief-avestment Officer, in consultation with
the Director of Administration, or a Department designee, shall have the authority to recommend
counterparties, so long as the criteria set forth in this Policy are met.

The Director of Administration and the Director of Bond Finance and-Chief-lnvestment Officer-shall
review this Policy on an annual basis and recommend any necessary changes to the Governing
Board.

M. Purpose

The incurring of obligations by the Department involves a variety of interest rate payments and
other risks for which a variety of financial instruments are available to offset, hedge, or reduce. It
is the policy of the Department to utilize Swaps to better manage its assets and liabilities. The
Department may execute Swaps if the transaction can be expected to result in one of, but not
limited to, the following:

e Reduce exposure to changes in interest rates on a particular financial transaction or in the
context of the management of interest rate risk derived from the Department’s overall
asset/liability balance.

e Result in a lower net cost of borrowing with respect to the Department’s debt, a higher
return on assets, and/or a stronger balance sheet.

o Manage variable interest rate exposure consistent with prudent debt practices.

e Achieve flexibility in meeting overall financial and programmatic objectives that cannot be
achieved in conventional markets.

e Lock in fixed rates in current markets for use at a later date.

e Manage the Department’s exposure to the risk of changes in the legal or regulatory
treatment of tax-exempt bonds.

e Manage the Department’s credit exposure to financial institutions.

The Department will not use Agreements that:

e Are purely speculative or incorporate extraordinary leverage;

o Lack adequate liquidity to terminate without incurring a significant bid/ask spread,

o Are characterized by insufficient pricing transparency and therefore make reasonable
valuation difficult.

IV.  Evaluation of Risks Associated with Swaps

Before entering into a Swap, the Department shall evaluate the risks inherent in the transaction.
The risks to be evaluated will include basis risk, tax risk, counterparty risk, credit risk, termination
risk, rollover risk, liquidity risk, remarketing risk, amortization mismatch risk, mortgage yield risk,
non-origination risk, and PAC band risk. The following table outlines these various risks and the
Department’s evaluation methodology for those risks.

Version 04.08:202114.2022 Page 4 of 14



Risk

Description

Evaluation Methodology

Basis Risk The mismatch between actual | The Department will review
variable rate debt service and | historical trading differentials
variable rate indices used to | between the variable rate bonds
determine Swap payments. and the index.

Tax Risk The risk created by potential tax | The Department will review the

events that could affect Swap
payments or their relationship to
future bond payments.

tax events in proposed Swap
agreements. The Department will
evaluate the impact of potential
changes in tax law on HBOR
irdexed—Swaps_that hedge tax-
exempt bonds where the index is
a taxable index.

Counterparty Risk

The failure of the counterparty to
make required payments or the
occurrence of an event modifying
the credit rating of the
counterparty.

The Department will monitor
exposure levels, ratings
thresholds, and collateralization
requirements.

Termination Risk

The need to terminate the
transaction in a market that
dictates a termination payment by
the Department.

The Department will compute its
termination exposure for all
existing and proposed Swaps at
market value and under a worst-
case scenario.

Rollover Risk

The mismatch of the maturity of
the Swap and the maturity of the
underlying bonds.

The Department will determine its
capacity to service variable rate
bonds that may be outstanding
after the maturity of the Swap.

Liquidity Risk

The inability to continue or renew
a liquidity facility, and the risk that
the cost of a facility will increase
beyond expectations.

The Department will evaluate the
expected availability of liquidity
support  for swapped and
unhedged variable rate debt, if
any.

Remarketing Risk

The risk that a remarketing agent
may be wunable to remarket
VRDBs.

The Department will obtain a
standby bond purchase facility to
provide the funds necessary to
purchase the VRDBs.

Amortization  Mismatch | The mismatch of outstanding | The Department may incorporate
Risk Swap notional amount versus the | one or a combination of the
outstanding bond principal | following features: par
subject to the hedge. termination options, PAC or

lockout bonds.
Mortgage Yield Risk The bond issue may not comply | The Department will obtain legal

with yield restrictions if the Swap
is terminated.

opinions and or certificates as
appropriate.
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Non-origination Risk

The bond proceeds may not
originate within the prescribed
timeframe and require an unused
proceeds call and possible
termination payment.

The Department will evaluate
bond and mortgage market
conditions and quantify the
potential termination payment

due upon non-origination.

PAC Band Break Risk

The targeted PAC bonds may
amortize faster than anticipated
based on the PAC amortization
schedule.

The Department will rely upon
credit rating agency cashflows to
ensure adequate PAC/companion
bond structural integrity.

Collateral Posting Risk

The risk that the Department may
be required to post liquid
collateral to the Counterparty.
Inability to post such liquid
collateral upon short notice may
result in the early termination of a
Swap transaction.

The Department will seek to
structure Swap Agreements so
that the need to post collateral is
highly unlikely.  This can be
accomplished by wusing high
posting thresholds or low rating
triggers.

Accounting Risk

The risk that the Department may
be required to record changes in
fair value of a derivative
transaction as a gain or loss in its
annual financial statements.

The Department, when feasible,
should aim to  structure
Transactions that would expect to
qualify as effective hedges under
GASB 53.

Floating Rate Benchmark
Transition Risk (LIBOR
Replacement)

The Financial Conduct Authority,
the U.K. regulator for LIBOR, has
announced that all tenors of US
Dollar LIBOR will no longer be

published or no longer be
representative after June 30,
2023. The expected
discontinuation of LIBOR presents
risks to the Department, including
but not limited to fallback
mechanisms  and  mismatch

between fallback mechanisms of
the derivative and the hedged
debt.

The Department should work with
their legal, tax, financial and
accounting advisors regarding
fallback mechanisms;—. ireluding
and—hottimited—toln August of
2021, the Department adhering
adhered to the ISDA 2020 IBOR
Fallbacks Protocol—er—bilateral
SR Rt
fallback—mechanisms. If the
Department does not enter into
any bilateral amendments with its
swap counterparties, the
definitions incorporated through
the adherence to the protocol will
take effect and provide a
mechanism for LIBOR
replacement on the Department’s
LIBOR indexed Swaps.

The Department will diversify its exposure to counterparties. To that end, before entering into a
transaction, the Department will determine its exposure to the relevant counterparty or
counterparties and determine how the proposed transaction would affect that exposure. The
exposure will not be measured solely in terms of notional amount, but rather how changes in
interest rates would affect the Department’s exposure (“Maximum Net Termination Exposure”).
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For purposes of these limits, “Maximum Net Termination Exposure” shall equal the aggregate
termination payment for all existing and projected Swaps that would be paid by an individual
counterparty. For purposes of this calculation, the aggregate termination payment is equal to the
reasonably expected worse case termination payment of all existing Swaps plus the proposed
transaction.

The Department will base the Maximum Net Termination Exposure on all outstanding derivative
transactions. Limits will be established for each counterparty as well as the relative level of risk
associated with each existing and projected Swap. In order to lessen counterparty risk, the
Department will diversify exposure among multiple counterparties (when possible) and avoid
excessive concentration to any one counterparty. In situations where the Department may
execute a swap transaction that would result in offsetting counterparty risk with an existing
counterparty, the Department should seek to utilize that counterparty.

The Director of Bond Finance and-Chiefthvestment Officer-shall determine the appropriate term
for a Swap on a case-by-case basis. The slope of the Swap curve, the marginal change in Swap
rates from year to year along the Swap curve, and the impact that the term of the Swap has on the
overall exposure of the Department shall be considered in determining the appropriate term of
any Swap. The term of a Swap between the Department and a qualified Swap counterparty shall
not extend beyond the final maturity date of the associated debt, or in the case of a refunding
transaction, beyond the final maturity date of the refunding bonds.

The Department will review the use of forward-starting swaps and determine the duration based
on market condition and the risk associated with using a forward-starting swap. The Department
does not have any swaps with a knock-out option which could expose the Department to higher
interest rates. The Department will advise the Board prior to entering into either a forward-
starting swap or knock-out option.

The Department will inform the Board if the swap is a fixed notional value swap or a declining
notional value swap. The Director of Bond Finance and-ChieftnvestmentOfficer-will review
proposed swaps to ensure that the use of fixed notional value swaps does not place the
Department at risk of incurring an incrementally higher expense if the related bond principal is
paid off early.

The total “net notional amount” of all Swaps related to a bond issue should not exceed the
amount of outstanding bonds, or bonds anticipated to be issued. For purposes of calculating the
net notional amount, credit shall be given to any Swaps that offset another Swap for a specific
bond transaction.

V.  Long Term Financial Implications
In evaluating a particular transaction involving the use of derivatives, the Department shall review
long-term implications associated with entering into derivatives, including costs of borrowing,
historical interest rate trends, variable rate capacity, credit enhancement capacity, liquidity
capacity, opportunities to refund related debt obligations and other similar considerations.

Impact of Use of Liquidity
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The Department shall consider the impact of any variable rate demand bonds issued in
combination with a Swap on the availability and cost of liquidity support for other Department
variable rate programs.

Call Option Value considerations

When considering the relative advantage of a Swap versus fixed rate bonds, the Department will
take into consideration the value of any call option on fixed rate bonds.

Qualified Hedges

The Department understands that, (1) if payments on and receipts from the Agreement are to be
taken into account in computing the yield on the related bonds, the Agreement must meet the
requirements for a “qualified hedge” under federal tax law (sometimes referred to as an
“integrated Swap”); and (2) if one of the goals of entering into the Agreement is to convert
variable yield bonds into fixed yield bonds (sometimes referred to as a “super integrated Swap”),
then certain additional requirements must be met. In both of these situations, the terms of the
Agreement and the process for entering into the Agreement must be reviewed and approved in
advance by tax counsel.

VI.  Form of Swap Agreements

Each Swap executed by the Department shall contain terms and conditions as set forth in the
International Swap and Derivatives Association, Inc. (“ISDA”) Master Agreement, including any
schedules and confirmations. The Swaps between the Department and each qualified Swap
counterparty shall include payment, term, security, collateral, default, remedy, termination, and
other terms, conditions and provisions as the Director of Bond Finance and-Chieflnvestment
Officer-deems necessary, desirable, or consistent with industry best practices.

VII.  Qualified Swap Counterparties

The Department will make its best efforts to work with qualified Swap counterparties that (i) have,
or has a credit support counterparty that has, a general credit rating of at least “A2” with respect
to ratings by Moody’s Investors Service or “A” with respect to ratings by Standard and Poor’s
Rating Services or Fitch Ratings.

In addition to the rating criteria specified herein, the Department may seek additional credit
enhancement and safeguards in the form of:

I. Contingent credit support or enhancement;
il. Collateral consistent with the policies contained herein; and/or
iii. Ratings downgrade triggers.

In addition, the Department will take into consideration a Swap counterparty’s track record of

successfully executing Swap transactions. The Department will only execute Swap transactions
with qualified Swap counterparties.
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In addition to credit-related requirements, swap-Swap counterparties and other providers of
derivative products must comply with the following requirements to be eligible to enter into a
contract with the Department in connection with, and at the time of, each applicable transaction:

Anti-BoyeottVerificationNo Boycott of Israel. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter 2270 of the Texas
Government Code. Compliance includes a representation by each counterparty or provider that
their firm (including any wholly owned subsidiary, majority-owned subsidiary, parent company, or
affiliate) (i) does not boycott Israel and (ii) will not boycott Israel during the term for which they
provide services to the Department.

Iran, Sudan and Foreign Terrorist Organizations. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter 2252 of the Texas
Government Code. Compliance includes a representation by each counterparty or provider that
their firm (including any wholly owned subsidiary, majority-owned subsidiary, parent company, or
affiliate) is not an entity listed by the Texas Comptroller of Public Accounts under Sections
2252.153 or 2270.0201 of the Texas Government Code.

No Discrimination Against Fossil-Fuel Companies. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter 2274 of the Texas
Government Code (as added by Senate Bill 13 in the 87th Texas Legislature, Regular Session (“SB
13™). Compliance includes a representation by each counterparty or provider that their firm
(including any wholly owned subsidiary, majority-owned subsidiary, parent company, or affiliate)
(i) not boycott energy companies and (ii) will not boycott energy companies during the term for
which they provide services to the Department. As used in the foregoing, the term “boycott
energy companies” shall have the meaning given to such term in Section 2274.001(1), Texas
Government Code (as enacted by SB 13).

No Discrimination Against Firearm Entities and Firearm Trade Associations. Swap counterparties
and other providers of derivative products are required to comply with the requirements of
Chapter 2274 of the Texas Government Code (as added by Senate Bill 19 in the 87th Texas
Legislature, Reqular Session (“SB 19™), Texas Government Code. Compliance includes a
representation by each counterparty or provider that their firm (including any wholly owned
subsidiary, majority-owned subsidiary, parent company, or affiliate) does not have a practice,
policy, quidance, or directive that discriminates against a firearm entity or firearm trade
association and will not discriminate against a firearm entity or firearm trade association during
the term for which they provide services to the Department. As used in the foregoing, the terms
“discriminate against a firearm entity or firearm trade association”, “firearm entity” and “firearm
trade association” shall have the meanings given to each such term in Section 2274.001, Texas
Government Code (as enacted by SB 19).

Exemption—from Disclosure of Interested Parties. Swap counterparties and other providers of
derivative products are required to comply with the requirements of Chapter-Section 2252.908 of
the Texas Government Code. Counterpartles or prowders that make a wrltten representatlon to
the Department that their firm :

subadaw—pa%em—eempany—epaﬁum{e)—ls a publlcly traded busmess entlty ora whoIIy owned

subsidiary of publicly traded business entity are exempt from Section 2252.908 of the Texas
Government Code.
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Prohibition on Certain Bids and Contracts Related to Persons Involved in Human Trafficking. Swap
counterparties and providers of derivative products are required to comply with the requirements
of Chapter 2155 of the Texas Government Code. Swap counterparties and providers of derivative
products must certify their firm is not ineligible under Section 2155.0061 of the Texas Government
Code.

VIll. Termination Provisions

The Department shall include in all Swaps provisions granting the Department the right to
optionally terminate a Swap at any time at market over the term of the Agreement. The Director
of Bond Finance-and-Chieftavestment-Officer, in consultation with the Director of Administration,
shall determine if it is financially advantageous for the Department to terminate a Swap.

A ratings-based additional termination event shall be included in all of the Department’s Swaps if
the provider (or its credit support provider) fails to maintain either:

1. Acredit rating of at least Baa2 from Moody’s; or

2. Acredit rating of at least BBB from S&P; or,

3. An equivalent rating determined above by a nationally recognized ratings service
acceptable to both parties.

A termination payment to or from the Department may be required in the event of termination of
a Swap due to a default or a decrease in credit rating of either the Department or the
counterparty. If the cause of the termination is a counterparty downgrade, termination payments
will be calculated on the side of the bid-offer spread that favors the Department. Additionally, the
termination amount of the Swap should seek to compensate the Department, as allowed under
the ISDA Agreement, all other costs for creating a replacement transaction of like terms and
conditions.

It is the intent of the Department not to make a termination payment to a counterparty that does
not meet its contractual obligations. Prior to making any such termination payment, the Director
of Bond Finance-and-ChieftavestmentOfficer, in consultation with the Director of Administration,
shall evaluate whether it is financially advantageous for the Department to obtain a replacement
counterparty to avoid making such termination payment or finance the termination payment
through a long-term financing product.

For payments on early termination and optional termination, Market Quotation and the Second
Method will apply, allowing for two way mark-to-market breakage (assuming the Swaps are
documented under the 1992 form of the ISDA Master Agreements)._Swaps may use the 2002 form
of the ISDA Master Agreement.

IX.  Security and Source of Repayment

The Department may use the same security and source of repayment (pledged revenues) for
Swaps as is used for the bonds that are hedged or carried by the Swap, if any, but shall consider
the economic costs and benefits of subordinating the Department’s payments and/or termination
payment under the Swap. The use of the same security and source of repayment (pledged
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revenues) is subject to the respective bond indenture’s covenants and the prior approval of the
Department’s bond counsel.

X.  Specified Indebtedness

The specified indebtedness related to credit events in any Swap should be narrowly defined and
refer only to indebtedness of the Department that could have a materially adverse effect on the
Department’s ability to perform its obligations under the Swap. Debt should typically only include
obligations within the same lien as the Swap obligation.

Xl.  Governing Law

Governing law for Swaps will be the State of Texas. Issues relating to jurisdiction, venue, waiver of
jury trial and sovereign immunity will be subject to prevailing law and approval of the Texas
Attorney General Office. Preference will be given to language providing that the counterparty will
consent to jurisdiction in the Texas courts with respect to enforcement of the Agreement.

XIl.  Events of Default
Events of default of a Swap counterparty shall include, but are not limited to the counterparty’s:

Failure to make payments when due;

Breach of representations and warranties;

lllegality;

Failure to comply with downgrade provisions; and

Failure to comply with any other provisions of the Agreement after a specified notice
period.

aprwdE

XIll. Collateral Requirements

As part of any Swap, the Department may require the counterparty or the counterparty may
require the Department to post collateral or other credit enhancement to secure any or all Swap
payment obligations. As appropriate, the Director of Administration and Director of Bond Finance
and-Chief-nvestment-Officer-may require collateral or other credit enhancement to be posted by
each Swap counterparty under the following circumstances:

o Each counterparty to the Department may be required to post collateral if the credit
rating of the counterparty or parent falls below a certain rating threshold, which varies
by counterparty. Additional collateral for further decreases in credit ratings of each
counterparty shall be posted by each counterparty in accordance with the provisions
contained in the credit support annex to each Swap with the Department. At the
current time, collateral posting rating triggers by the counterparties would range from
A2/A to Baal/BBB+.

o Collateral shall consist of cash, U.S. Treasury securities, or other mutually acceptable
highly liquid securities.
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Collateral shall be deposited with an eligible third party custodian, or as mutually
agreed upon between the Department and each counterparty.

The market value of the collateral shall be determined on at least a weekly basis.

The Department will determine reasonable threshold limits for increments of collateral
posting based on a sliding scale reflective of credit ratings.

The Director of Bond Finance-and-Chief-thvestment-Officer, in consultation with the
Director of Administration, shall determine on a case-by-case basis whether a form of
credit enhancement in lieu of, or in addition to, collateral is more beneficial to the
Department.

The Department shall seek to not post collateral to the counterparty unless the
Department’s ratings fall below “A2” or “A”.

XIV. Other Criteria

The Department may use a competitive or a negotiated process to select a Swap counterparty and
price a Swap as it believes business, market or competitive conditions justify such a process. The
conditions under which a negotiated selection is best used are provided below.

Marketing of the Swap will require complex explanations about the security for
payment or credit quality.

Demand is weak among Swap counterparties.

Market timing is important, such as for refundings.

Coordination of multiple components of the financing is required.

The Swap has non-standard features.

The par amount is large enough to move the market in a manner adverse to the
Department’s interests.

Counterparties are likely to demand individual changes in bid documents.

If a transaction is awarded through a negotiated process, the counterparty will provide the
Department with:

A statement that, in the counterparty’s judgment, the difference in basis points
between the rate of the transaction and the mid-market rate for a comparable
transaction falls within the commonly occurring range for comparable transactions.

A statement of the amount of the difference as determined by the counterparty.

If the counterparty does not know of a comparable transaction or mid-market rate, a
statement of another suitable measure of pricing acceptable to the counterparty.

The Department will use a swap advisory firm to assist in the price negotiation. Such swap
advisory firm shall act as the “qualified independent representative” (“QIR”) of the Department for
purposes of CFTC Rule 23.450 (b) (1) to advise the Department on swaps, provided that such firm
provide certification to the Department addressing why such firm meets the requirements to act
as a QIR pursuant to CFTC Regulation 23.450(b)(1). Also, the Department may obtain an opinion
from an independent party that the terms and conditions of any derivative entered into reflect a
fair market value of such derivatives as of the execution date.

The counterparty must provide to the Department disclosure of any payments the counterparty
made to another person to procure the transaction.
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Prior to or at execution of any new swap transaction, the swap dealer and/or swap advisor, as the
case may be, shall provide information to the Department consistent with the rules and
regulations in effect at the time. Such rules would include the Business Conduct Standards for
Swap Dealers and Major Swap Participants as published and enacted by the Commodity Futures
Trading Commission. In addition the swap dealer should represent to the Department that it is in
compliance with such rules including pay-to-play restrictions.

The Department will determine that the swap transaction will conform to this Interest Rate Swap
Policy after reviewing a report of the Director of Bond Finance and-Chief-lnvestment Officer-that
identifies with respect to the transaction:

e itspurpose;

e the anticipated economic benefit and the method used to determine the
anticipated benefit;

e the use of the receipts of the transaction;

e the notional amount, amortization, and average life compared to the related
obligation;

e any floating indices;

e its effective date and duration;

e the identity and credit rating of the counterparties;

e the cost and anticipated benefit of transaction insurance;

¢ the financial advisors and the legal advisors and their fees;

e any security for scheduled and early termination payments;

e any associated risks and risk mitigation features; and

e early termination provisions.

XV. Ongoing Monitoring and Reporting Requirements

Written records noting the status of all Swaps will be maintained by the Bond Finance Division and
shall include the following information:

o Highlights of all material changes to Swaps or new Swaps entered into by the
Department since the last report.

e Market value of each of the Swaps.

e The net impact of a 50 or 100 basis point parallel shift or other relevant shift in the
appropriate Swap index or curve.

o For each counterparty, the total notional amount, the average life of each Swap and
the remaining term of each Swap.

e The credit rating of each Swap counterparty and credit enhancer insuring Swap
payments.

o Actual collateral posting by Swap counterparty, if any, in total by Swap counterparty.

e A summary of each Swap, including but not limited to the type of Swap, the rates paid
by the Department and received by the Department, indices, and other key terms.
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« Information concerning any default by a Swap counterparty to the Department, and the
results of the default, including but not limited to the financial impact to the
Department, if any.

e Asummary of any Swaps that were terminated.

The Department will monitor its Swaps exposure on a periodic basis, as necessary, and will look for
ways to reduce the cost of a Swap(s) or the overall Swap exposure.

The Bond Finance Division will monitor the performance of the QIR on an on-going basis.

The Department shall report its Swaps exposure in its annual financial statements and will reflect
the use of derivatives in accordance with GASB requirements. With the adoption of GASB 53, the
Department will be required to test hedge effectiveness on an annual basis. Any hedge deemed to
be ineffective will result in the change in fair value being recorded as a gain or loss. While the long
term economic value of the transaction should be more important when structuring a derivative,
the Department should seek to structure transactions that are expected to be effective and would
not result in changes in fair value affecting net income. For example, while a transaction
structured to meet the Consistent Critical Terms method of GASB 53 would ensure hedge
effectiveness, the Department should consider the tradeoffs of utilizing a transaction structure
that may provide greater expected economic benefits at the expense of potentially not meeting
hedge effectiveness. The disclosure requirements include:

Objective of the Derivative

Significant Terms

Fair Value

Associated Debt

Risks including but not limited to Credit Risk, Termination Risk, Interest Rate Risk, Basis
Risk, Rollover Risk, Market Access Risk, and Foreign Currency Risk.

arwdE

With the adoption of GASB 72, the Department will be required to report the fair value of its
Swaps in its annual financial statements, as more fully described in GASB 72. The Department will
follow these guidelines and may engage a third party to assist in the required calculations.

The Director of Administration and the Director of Bond Finance and-Chieflnvestment Officerwill
review this Policy on an annual basis.
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on Resolution No. 22-020 regarding the annual
approval of the Department’s Investment Policy

RECOMMENDED ACTION

Adopt attached resolution.

BACKGROUND

The provisions of Tex. Gov’t Code, Chapter 2256 (also known as the Public Funds Investment
Act) require state agency boards to develop, adopt annually, and maintain a written investment
policy (the Investment Policy) that, among other things, details investment priorities and
strategies, describes permissible investments, addresses ethics and conflicts of interest,
establishes training requirements, and designates Investment Officers. The Investment Policy
also establishes requirements for financial advisors and service providers, and requires that
investment professionals acknowledge receipt of the Investment Policy in order to do business
with the Department.

Staff, in conjunction with the Department’s Financial Advisor and Bond Counsel, have reviewed
the proposed Investment Policy and recommend approval and adoption of Resolution 22-020.

The proposed Investment Policy, blacklined against the prior policy, proposes no significant
changes and includes only minor comments (dates and clean-up) and compliance with state
law; a copy is attached for your reference.




RESOLUTION NO. 22-020

RESOLUTION OF THE GOVERNING BOARD APPROVING THE TEXAS DEPARTMENT
OF HOUSING AND COMMUNITY AFFAIRS INVESTMENT POLICY

WHEREAS, the Texas Department of Housing and Community Affairs, a public and
official agency of the State of Texas (the “Department”), was created and organized pursuant to
and in accordance with the provisions of Chapter 2306, Texas Government Code, as amended
(together with other laws of the State applicable to the Department, collectively, the “Act”);
and

WHEREAS, the Governing Board of the Department (the “Governing Board”) desires to
approve the Department’s Investment Policy in the form presented to the Governing Board;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BOARD OF THE TEXAS
DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS THAT:

ARTICLE 1

APPROVAL OF DOCUMENTS AND CERTAIN ACTIONS

Section 1.1  Approval of the Department’s Investment Policy. The Investment Policy
in the form presented to the Governing Board is hereby authorized and approved.

Section 1.2  Authorized Representatives. The following persons are each hereby
named as authorized representatives of the Department for purposes of executing, attesting,
affixing the Department’s seal to, and delivering the documents and instruments and taking the
other actions referred to in this Article 1: the Chair or Vice Chair of the Board, the Executive
Director of the Department, the Director of Administration of the Department, the Director of
Financial Administration of the Department, the Director of Bond Finance of the Department,
the Director of Texas Homeownership of the Department, the Manager of Single Family Finance
of the Department and the Secretary or any Assistant Secretary to the Board. Such persons are
referred to herein collectively as the “Authorized Representatives.” Any one of the Authorized
Representatives is authorized to act individually as set forth in this Resolution.

ARTICLE 2

GENERAL PROVISIONS

Section 2.1  Notice of Meeting. This Resolution was considered and adopted at a
meeting of the Governing Board that was noticed, convened, and conducted in full compliance
with the Texas Open Meetings Act, Chapter 551 of the Texas Government Code, and with
§2306.032 of the Texas Government Code, regarding meetings of the Governing Board.




Section 2.2 Effective Date. This Resolution shall be in full force and effect from and
upon its adoption.

PASSED AND APPROVED this 14th day of April, 2022.
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TEXAS DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS

INVESTMENT POLICY
l. POLICY

It is the policy of the Texas Department of Housing and Community Affairs (the “Department”)
to invest public funds in a manner that will provide, by priority, the following objectives:

Safety of principal;
Sufficient liquidity to meet Department cash flow needs;
Market rate of return for the risk assumed; and

Eal A

Conformance to all applicable state statutes governing the investment of public funds
including the Department’s enabling legislation, Texas Government Code, Chapter 2306,
Texas Government Code, Chapter 2263, Ethics and Disclosure Requirements for Outside
Financial Advisors and Service Providers, Chapter 2270, Prohibition of Investing Public
Money in Certain Investments, Chapter 808, Prohibition on Investment in Companies
that Boycott Israel, Chapter 809, Prohibition on Investment in Financial Companies that
Boycott Certain Energy Companies, and specifically Texas Government Code, Chapter
2256, the Public Funds Investment Act (the “Act”).

It is further the intent of the Department to set forth in this document how all investments will
be administered, providing for an all-inclusive document that will ensure consistency and
thoroughness in the presentation of such investments, as they affect the Department’s
presentation of its financial statements.

Il. SCOPE

This investment policy applies to all investments, including both direct investments and
investments that are subject to trust indentures created and supplemented in connection with
bonds issued by the Department. All of these investments are accounted for in the
Department’s Comprehensive Annual Financial Report and include the General Fund, Special
Revenue Fund, Trust and Agency Fund, and Enterprise Fund.

This investment policy does not apply to investments in instruments that constitute hedges,
which include but are not limited to, interest rate swaps, caps, floors, futures contracts,
forward contracts, etc., that satisfy the eligibility requirements of a “qualified hedge” as defined
by Section 1.148-4(h)(2) of the Internal Revenue Code.
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The Department has created and adopted a separate Interest Rate Swap Policy for guidance
regarding the use and management of such hedges.

Il. PRUDENCE

Investments shall be made with judgment and care under prevailing circumstances which
persons of prudence, discretion and intelligence would exercise in the management of their
own affairs; not for speculation, but for investment, considering the probable safety and
liquidity of capital as well as the probable income to be derived.

The standard of prudence to be used by the investment officers named herein shall be the
“prudent person” standard and shall be applied in the context of managing an overall portfolio.
An investment officer acting in accordance with the investment policy and written procedures
and exercising due diligence shall be relieved of personal responsibility for an individual
security’s credit risk or market price changes, provided deviations from expectations are
reported in a timely fashion and appropriate action is taken to control adverse developments.
V. INVESTMENT PRIORITIES

Investment by the Department will be in accordance with the following priorities in order of
importance:

1. Understanding the suitability of the investment to the financial requirements of the
Department. Suitability is the first priority in the Department’s investment strategy, and
will be evaluated on an overall basis and as a specific component of each of the
remaining priorities;

2. Preservation and safety of principal;

3. Liquidity;

4. Marketability of the investment should the need arise to liquidate before maturity;

5. Diversification of the investment portfolio; and

6. Yield (after taking into account the previous five priorities).

Such investment will be in accordance with all federal and state statutes, rules, and regulations.

V. STRATEGIES
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The following are the primary strategies for investment activities in order of priority after taking
into account the suitability of any investment:

1. Suitability. In accordance with Section 2256.005(d) of the Act, the first priority is the
suitability of investment.

2. Preservation and Safety of Principal. Investments of the Department shall be
undertaken in a manner that seeks to ensure the preservation of capital in the overall
portfolio. The objective will be to mitigate credit risk and interest rate risk. To achieve
this objective, diversification is required so that potential losses on individual securities
do not exceed the income generated from the remainder of the portfolio.

A. Credit risk is the risk of loss due to the failure of the security issuer or backer, and
may be mitigated by:

¢ limiting investments to the safest types of securities;

e pre-qualifying the financial institutions, broker/dealers, intermediaries, and
advisors with whom the Department will do business; and

e diversifying the investment portfolio to minimize potential losses on individual
securities.

B. Interest rate risk is the risk that the market value of securities in the portfolio will fall
due to changes in general interest rates, and may be mitigated by:

e structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations, thereby avoiding the need to sell securities
in the open market prior to maturity, and

e investing operating funds primarily in shorter-term securities.

3. Liquidity. The Department’s investment portfolio shall remain sufficiently liquid to meet
all reasonably anticipated cash flow needs. This is accomplished by structuring the
portfolio so that securities mature concurrent with estimated or projected cash needs to
meet anticipated demands. Since not all cash demands can be fully anticipated or
projected with total accuracy, the portfolio should consist largely of securities with
active secondary or resale markets, providing a reasonable level of flexibility to deal
with unforeseen cash needs.

4. Marketability. The Department will evaluate investment opportunities based on the
marketability of each investment to reduce risk in the event the Department needs to
liquidate the investment before maturity. Specifically, the Department will take into
consideration the activity level of the secondary market for the investment.
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5. Diversification. The Department will maintain a diversified investment portfolio.
Maturities will be staggered to provide cash flows based on anticipated needs.
Investment risks will be reduced through diversification among authorized investments.

6. Yield. The Department’s investment portfolio shall be designed with the objective of
attaining a market rate of return through budgetary and economic cycles, taking into
account the investment risk constraints and cash flow needs of the Department. Return
on investment for short-term operating funds is of less importance than the safety and
liquidity objectives described above. The core of investments is limited to relatively
low-risk securities in anticipation of earning a fair return relative to the risk being
assumed. Securities shall not be sold prior to maturity with the following exceptions:

A. A security experiencing or reasonably seen as being at risk of material decline in
credit quality could be sold early to minimize the risk of loss of principal,

B. A security swap would improve the quality, yield, or target duration of the overall
portfolio without creating other material risks or adverse features; or

C. Liquidity needs of the portfolio require that the security be sold and there are no
preferable alternatives.

VI. DELEGATION OF AUTHORITY

The Board establishes the investment policy and objectives, obtains expert advice and
assistance with respect to its actions as is necessary to exercise its responsibilities prudently,
and monitors the actions of staff and advisors to ensure compliance with its policy. It is the
Board’s intention that this policy be carried out by those persons who are qualified and
competent in their area of expertise.

Authority to manage the Department’s investment program is granted under the provisions of
Texas Government Code, Section 2306.052(b) (4) and (5) to the Executive Director of the
Department (“Executive Director”). Responsibility for the operation of the investment program
is hereby delegated by the Executive Director to the Director of Bond Finance and the Director
of Administration acting in those capacities (collectively the “Investment Officer”) who shall
carry out established written procedures and internal controls for the operation of the
investment program consistent with this investment policy. The Investment Officer shall be
responsible for all transactions undertaken and shall establish a system of controls to regulate
the activities of subordinate officials. Procedures should include reference to safekeeping,
delivery vs. payment, investment accounting, repurchase agreements, wire transfer agree-
ments, collateral/depository agreements and banking service contracts. Such procedures may
include explicit delegation of authority to persons responsible for investment transactions. No
person may engage in an investment transaction except as provided under the terms of this
policy and the procedures established by the Investment Officer.
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VII.  ETHICS AND CONFLICTS OF INTEREST

1. Department employees and Board members must comply with all applicable laws, and
should specifically be aware of the following statutes:

A.
B.
C.

Texas Government Code, Section 2306.027, Eligibility;
Texas Government Code, Section 572.051, Standards of Conduct for Public Servants;

Texas Government Code, Sections 553.001-003, Disclosure by Public Servants of
Interest in Property Being Acquired by Government;

Texas Government Code, Section 552.352, Distribution of Confidential Information;

Texas Government Code, Section 572.054, Representation by Former Officer or
Employee of Regulatory Agency Restricted,;

Texas Penal Code, Chapter 36, Bribery, Corrupt Influence and Gifts to Public Servants;
and

Texas Penal Code, Chapter 39, Abuse of Office, Official Misconduct.

The omission of any applicable statute from this list does not excuse violation of its
provisions.

2. Department employees and Board members must be honest in the exercise of their
duties and must not take actions which will discredit the Department.

3. Department employees and Board members should be loyal to the interest of the
Department to the extent that such loyalty is not in conflict with other duties which
legally have priority, and should avoid personal, employment or business relationships
that create conflicts of interest.

A.

Officers and employees involved in the investment process shall refrain from
personal business activity that could conflict with the proper execution and
management of the investment program, or that could impair their ability to make
impartial decisions.

Officers and employees shall disclose to the Executive Director any material interests
in financial institutions with which they conduct business. They shall further disclose
any personal financial/investment positions that could be related to the
performance of the Department’s investment portfolio.

Officers and employees shall refrain from undertaking personal investment
transactions with the same individuals with whom business is conducted on behalf
of the Department.
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D. Department employees and Board members may not use their relationship with the
Department to seek or obtain personal gain beyond agreed compensation and/or
any properly authorized expense reimbursement. This should not be interpreted to
forbid the use of the Department as a reference or the communication to others of
the fact that a relationship with the Department exists, provided that no
misrepresentation is involved.

E. Department employees and Board members who have a personal business
relationship with a business organization offering to engage in an investment
transaction with the Department shall file a statement disclosing that personal
business interest. An individual who is related within the second degree by affinity
or consanguinity to an individual seeking to sell an investment to the Department
shall file a statement disclosing that relationship. A statement required under this
section must be filed with the Texas Ethics Commission and the Department’s Board.
For purposes of this policy, an individual has a personal business relationship with a
business organization if:

e the individual owns 10 percent or more of the voting stock or shares of the
business organization or owns $5,000 or more of the fair market value of the
business organization;

e funds received by the individual from the business organization exceed 10
percent of the individual’s gross income from the previous year; or

e the individual has acquired from the business organization during the previous
year investments with a book value of $2,500 or more for the personal account
of the individual.

VIIl.  AUTHORIZED FINANCIAL DEALERS AND INSTITUTIONS

The Department, in conjunction with the Texas Comptroller of Public Accounts (the “State
Comptroller”) will maintain a list of financial institutions authorized to provide investment
services. In addition, a list will also be maintained of approved security broker/dealers selected
by credit worthiness; these may include “primary” dealers or regional dealers that qualify under
Securities and Exchange Commission Rule 15C3-1 (uniform net capital rule). No public deposit
shall be made except in a qualified public depository as established by state law.

The Department will use as its authorized list of broker/dealers and financial institutions any
broker/dealer or financial institution that is authorized to do business with the State
Comptroller. With respect to investments provided in connection with the issuance of bonds,
the above requirements will be deemed met if the investment provider has the minimum credit
ratings required by rating agencies and is acceptable to the bond insurer/credit enhancer, if
applicable, and if the investment meets the requirements of the applicable bond trust
indenture. A broker, engaged solely to secure a qualified investment referred to in this
paragraph on behalf of the Department, and who will not be providing an investment
8
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instrument, shall not be subject to the above requirements and may only be engaged if
approved by the Board.

IX. ETHICS, DISCLOSURE AND OTHER STATE LAW REQUIREMENTS FOR OUTSIDE
FINANCIAL ADVISORS AND SERVICE PROVIDERS

During the 78" Legislature, Regular Session, the Texas Legislature passed Chapter 2263, Ethics
And Disclosure Requirements For Outside Financial Advisors And Service Providers (“Chapter
2263”). Chapter 2263, under Senate Bill 1059, requires certain actions by governing boards of
state entities involved in the management and investment of state funds and adds disclosure
requirements for outside financial advisors and service providers. Chapter 2263 became
effective September 1, 2003. Each state governmental entity required to adopt rules under
Chapter 2263, Government Code, as added by this Act, must have adopted its initial rules in
time for the rules to take effect not later than January 1, 2004.

Applicability. Chapter 2263 applies in connection with the management or investment of any
state funds managed or invested:

1. under the Texas Constitution or other law, including Chapter 404, State Treasury
Operations of Comptroller, and Chapter 2256, Public Funds Investment; and

2. by or for:

A. a public retirement system as defined by Section 802.001 that provides service
retirement, disability retirement, or death benefits for officers or employees of the
state;

B. aninstitution of higher education as defined by Section 61.003, Education Code; or

C. another entity that is part of state government and that manages or invests state
funds or for which state funds are managed or invested.

Chapter 2263 applies in connection with the management or investment of state funds without
regard to whether the funds are held in the state treasury.

Chapter 2263 does not apply to or in connection with a state governmental entity that does not
manage or invest state funds and for which state funds are managed or invested only by the
comptroller.

Definition. With respect to this Chapter 2263, "financial advisor or service provider" includes a
person or business entity who acts as a financial advisor, financial consultant, money or
investment manager, or broker.

Construction With Other Law. To the extent of a conflict between Chapter 2263 and another
law, the law that imposes a stricter ethics or disclosure requirement controls.
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Ethics Requirements For Qutside Financial Advisors Or Service Providers. The governing body of
a state governmental entity by rule shall adopt standards of conduct applicable to financial
advisors or service providers who are not employees of the state governmental entity, who
provide financial services to the state governmental entity or advise the state governmental
entity or a member of the governing body of the state governmental entity in connection with
the management or investment of state funds, and who:

1. may reasonably be expected to receive, directly or indirectly, more than $10,000 in
compensation from the entity during a fiscal year; or

2. render important investment or funds management advice to the entity or a member of
the governing body of the entity, as determined by the governing body.

A contract under which a financial advisor or service provider renders financial services or
advice to a state governmental entity or other person as described immediately above, in
regard to compensation or duties, is voidable by the state governmental entity if the financial
advisor or service provider violates a standard of conduct adopted under this section.

In addition to the disclosures required by Chapter 2263 and described below, the Department
will rely upon financial advisors and service providers’ submission of an Acknowledgement of
Receipt of Investment Policy and Certificate of Compliance with the Public Funds Investment
Act forms to evidence compliance with the Department’s code of conduct and procedures as
related to investments.

Disclosure Requirements For Qutside Financial Advisor Or Service Provider. A financial advisor
or service provider described by Section 2263.004 shall disclose in writing to the administrative
head of the applicable state governmental entity and to the state auditor:

1. any relationship the financial advisor or service provider has with any party to a
transaction with the state governmental entity, other than a relationship necessary to
the investment or funds management services that the financial advisor or service
provider performs for the state governmental entity, if a reasonable person could
expect the relationship to diminish the financial advisor's or service provider's
independence of judgment in the performance of the person's responsibilities to the
state governmental entity; and

2. all direct or indirect pecuniary interests the financial advisor or service provider has in
any party to a transaction with the state governmental entity, if the transaction is
connected with any financial advice or service the financial advisor or service provider
provides to the state governmental entity or to a member of the governing body in
connection with the management or investment of state funds.
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The financial advisor or service provider shall disclose a relationship described by the
immediately preceding subsections (1) or (2) without regard to whether the relationship is a
direct, indirect, personal, private, commercial, or business relationship.

A financial advisor or service provider described by Section 2263.004 shall file annually a
statement with the administrative head of the applicable state governmental entity and with
the state auditor. The statement must disclose each relationship and pecuniary interest
described by Subsection (a) or, if no relationship or pecuniary interest described by that
subsection existed during the disclosure period, the statement must affirmatively state that
fact.

The annual statement must be filed not later than April 15 on a form prescribed by the
governmental entity, other than the state auditor, receiving the form. The statement must
cover the reporting period of the previous calendar year. The state auditor shall develop and
recommend a uniform form that other governmental entities receiving the form may prescribe.
The Department’s disclosure form is provided as Attachment “D”.

The financial advisor or service provider shall promptly file a new or amended statement with
the administrative head of the applicable state governmental entity and with the state auditor
whenever there is new information to report related to the immediately preceding subsections
(1) or (2).

Public Information. Chapter 552, Government Code, controls the extent to which information
contained in a statement filed under this chapter is subject to required public disclosure or is
excepted from required public disclosure.

No Boycott of Israel. Financial advisors and service providers are required to comply with the
requirements of Chapter 2270 of the Texas Government Code. Compliance includes a
representation by each financial advisor or service provider that their firm (including any wholly
owned subsidiary, majority-owned subsidiary, parent company, or affiliate) (i) does not boycott
Israel and (ii) will not boycott Israel during the term for which they provide services to the
Department.

Iran, Sudan and Foreign Terrorist Organizations. Financial advisors and service providers are
required to comply with the requirements of Chapter 2252 of the Texas Government Code.
Compliance includes a representation by each financial advisor or service provider that their
firm (including any wholly owned subsidiary, majority-owned subsidiary, parent company, or
affiliate) is not an entity listed by the Texas Comptroller of Public Accounts under Sections
2252.153 or 2270.0201 of the Texas Government Code.

No Discrimination Against Fossil-Fuel Companies. Financial advisors and service providers are
required to comply with the requirements of Chapter 2274 of the Texas Government Code (as
added by Senate Bill 13 in the 87th Texas Legislature, Regular Session (“SB 13”)). Compliance
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includes a representation by each financial advisor or service provider that their firm (including
any wholly owned subsidiary, majority-owned subsidiary, parent company, or affiliate) (i) not
boycott energy companies and (ii) will not boycott energy companies during the term for which
they provide services to the Department. As used in the foregoing, the term “boycott energy
companies” shall have the meaning given to such term in Section 2274.001(1), Texas
Government Code (as enacted by SB 13).

No Discrimination Against Firearm Entities and Firearm Trade Associations. Financial advisors
and service providers are required to comply with the requirements of Chapter 2274 of the
Texas Government Code (as added by Senate Bill 19 in the 87th Texas Legislature, Regular
Session (“SB 197)), Texas Government Code. Compliance includes a representation by each
financial advisor or service provider that their firm (including any wholly owned subsidiary,
majority-owned subsidiary, parent company, or affiliate) does not have a practice, policy,
guidance, or directive that discriminates against a firearm entity or firearm trade association
and will not discriminate against a firearm entity or firearm trade association during the term
for which they provide services to the Department. As used in the foregoing, the terms
“discriminate against a firearm entity or firearm trade association”, “firearm entity” and
“firearm trade association” shall have the meanings given to each such term in Section
2274.001, Texas Government Code (as enacted by SB 19).

Disclosure of Interested Parties. Financial advisors and service providers are required to comply
with the requirements of Section 2252.908 of the Texas Government Code. Financial advisors
and service providers that make a written representation to the Department that their firmis a
publicly traded business entity or a wholly owned subsidiary of publicly traded business entity
are exempt from Section 2252.908 of the Texas Government Code.

Prohibition on Certain Bids and Contracts Related to Persons Involved in Human Trafficking.
Financial advisors and service providers are required to comply with the requirements of
Chapter 2155 of the Texas Government Code. Financial advisors and service providers must
certify their firm is not ineligible under Section 2155.0061 of the Texas Government Code.

X. AUTHORIZED AND SUITABLE INVESTMENTS

Trust Indenture Funds for which the Department has control of the investment decisions, all of
which are held by Treasury Safekeeping for the benefit of bondholders, will be subject to the
authorized investments set-forth in the applicable trust indenture and any applicable
supplemental indenture(s).

General, Special Revenue and Trust and Agency Funds, all of which are on deposit with the
State Treasury (specifically excluding Enterprise Funds), are invested by the Treasury pursuant
to Texas Government Code, Section 404.024.

Enterprise Fund

12
Texas Department of Housing and Community Affairs
Investment Policy (04.14.2022)



1. Subject to a resolution authorizing issuance of its bonds, the Department is empowered
by Texas Government Code, Section 2306.173 to invest its money in bonds, obligations
or other securities: or place its money in demand or time deposits, whether or not
evidenced by certificates of deposit. A guaranteed investment contract is an authorized
investment for bond proceeds. All bond proceeds and revenues subject to the pledge of
an Indenture shall be invested in accordance with the applicable law and the provisions
of the applicable indenture including “Investment Securities” (or substantially similar
defined term) as listed in such indenture and so defined.

2. All other enterprise funds shall be invested pursuant to state law. The following are
permitted investments for those funds pursuant to the Act:

A. Obligations of, or guaranteed by governmental entities:

e Obligations, including letters of credit, of the United States or its agencies and
instrumentalities, including Federal Home Loan Banks.

e Direct obligations of this state or its agencies and instrumentalities.

e Collateralized mortgage obligations directly issued by a federal agency or
instrumentality of the United States, the underlying security for which is
guaranteed by an agency or instrumentality of the United States; provided
collateralized mortgage obligations (i) that have a stated final maturity date of
greater than 10 years; or (ii) the interest rate of which is determined by an index
that adjusts opposite to the changes in a market index are not permitted
investments.

e Other obligations the principal and interest of which are unconditionally
guaranteed or insured by, or backed by the full faith and credit of this state or
the United States or their respective agencies and instrumentalities.

¢ Obligations of states, agencies, counties, cities, and other political subdivisions of
any state rated as to investment quality by a nationally recognized investment
rating firm not less than A or its equivalent.

B. A Certificate of Deposit is an authorized investment under this policy if the
certificate of deposit is issued by a depository institution that has its main office or a
branch office in this state and is:

e guaranteed or insured by the Federal Deposit Insurance Department (FDIC) or its
successor;

e secured by obligations that are described in subsection 2A above, including
mortgage backed securities directly issued by a federal agency or instrumentality
that have a market value of not less than the principal amount of the certificates
and secured by collateral as described in Section XII of this policy, but excluding
those mortgage backed securities of the nature described by Section 3 below;
and
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e secured in any other manner and amount provided by law for deposits of the
Department.

In addition to the authority to invest funds in certificates of deposit noted above, an
investment in certificates of deposit made in accordance with the following
conditions is an authorized investment under this policy:

e the funds are invested by an investing entity through a depository institution
that has its main office or a branch office in this state and that is selected by the
investing entity, or a broker that has its main office or branch in this state and is
selected from the list attached hereto as Attachment E;

e the depository institution guaranteed or insured by the Federal Deposit
Insurance Department (FDIC) or its successor as selected by the investing entity
arranges for the deposit of the funds in certificates of deposit in one or more
federally insured depository institutions, wherever located, for the account of
the investing entity;

e the full amount of the principal and accrued interest of each of the certificates of
deposit is insured by the United States or an instrumentality of the United
States;

e the depository institution guaranteed or insured by the Federal Deposit
Insurance Department (FDIC) or its successor as selected by the investing entity
acts as custodian for the investing entity with respect to the certificates of
deposit issued for the account of the investing entity; and

e at the same time that the funds are deposited and the certificates of deposit are
issued for the account of the investing entity, the depository institution
guaranteed or insured by the Federal Deposit Insurance Department (FDIC) or its
successor as selected by the investing entity receives an amount of deposits
from customers of other federally insured depository institutions, wherever
located, that is equal to or greater than the amount of the funds invested by the
investing entity through the depository institution guaranteed or insured by the
Federal Deposit Insurance Department (FDIC) or its successor.

C. A “repurchase agreement” is a simultaneous agreement to buy, hold for a specified
time, and sell back at a future date, obligations of the United States or its agencies
and instrumentalities at a market value at the time the funds are disbursed of not
less than the principal amount of the funds disbursed. The term includes a direct
security repurchase agreement and a reverse security repurchase agreement. The
Department will comply with the Policy Statements and Recommended Practices for
Repurchase Agreements as outlined in Attachment B. A fully collateralized
repurchase agreement is an authorized investment under this policy if the
repurchase agreement:

e has a defined termination date;
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e is secured by collateral described in Section XV(1) and Section X(2)D [if desired]
of this policy;

e requires the securities being purchased by the Department to be pledged to the
Department, held in the Department’s name, and deposited at the time the
investment is made with the Department or with a third party selected and
approved by the Department;

e is placed through a primary government securities dealer, as defined by the
Federal Reserve, or a financial institution doing business in this state; and

e in the case of a reverse repurchase agreement, notwithstanding any other law
other than the Act, the term of any such reverse security repurchase agreement
may not exceed 90 days after the date the reverse security repurchase
agreement is delivered. In addition, money received by the Department under
the terms of a reverse security repurchase agreement may be used to acquire
additional authorized investments, but the term of the authorized investments
acquired must mature not later than the expiration date stated in the reverse
security repurchase agreement.

D. Commercial Paper is an authorized investment under this policy if the commercial
paper:

e has a stated maturity of 365 days or fewer from the date of its issuance; and

e israted not less than A-1 or P-1 or an equivalent rating by at least two nationally-
recognized credit rating agencies, or one nationally-recognized credit rating
agency and is fully secured, and by an irrevocable letter of credit issued by a
bank organized and existing under the laws of the United States or any state.

3. The following are not authorized investments pursuant to the Act:

A. Obligations whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pays no
principal,

B. Obligations whose payment represents the principal stream of cash flow from the
underlying mortgage-backed security collateral and bears no interest;

C. Collateralized mortgage obligations that have a stated final maturity date of greater
than 10 years; and

D. Collateralized mortgage obligations the interest rate of which is determined by an
index that adjusts opposite to the changes in a market index.

Divestment. Upon receipt of the lists prepared by the State Comptroller pursuant to Chapter
2270, Texas Government Code, Chapter 808, Texas Government Code, and Chapter 809, Texas
Government Code, identifying a financial company in which the Department has funds
invested, Department staff shall take all applicable actions required under those Chapters.

15
Texas Department of Housing and Community Affairs
Investment Policy (04.14.2022)



XI. DIVERSIFICATION

The Department will diversify its investments by security type and institution. The amount of
required diversification will be determined based upon:

1. The maturity date of the investment — longer maturity dates will require more
diversification; and

2. The rating of the underlying investment — lower rated investments will require a greater
degree of diversification.

Xll.  PERFORMANCE STANDARDS

The investment portfolio shall be designed and managed with the objective of preserving
principal and obtaining a rate of return throughout budgetary and economic cycles
commensurate with the investment risk constraints and the cash flow needs. The basis used to
determine whether market yields are being achieved shall be the three-month U.S. Treasury
bill.

Xl EFFECT OF LOSS OF REQUIRED RATING

An investment that requires a minimum rating under this subchapter does not qualify as an
authorized investment during the period the investment does not meet or exceed the minimum
rating. The Department shall take all prudent measures that are consistent with its investment
policy to liquidate an investment that does not meet or exceed the minimum rating. Still
further, the Investment Officer is required to review monthly all investments subject to this
policy to ensure that there have been no rating changes which would render such investment in
violation of this policy.

XIV.  MAXIMUM MATURITIES

To the extent possible, the Department will attempt to match its investments with anticipated
cash flow requirements. Unless matched to a specific cash flow, the Department will not
directly invest in securities maturing more than five years from the date of purchase. The
Department will periodically determine what the appropriate average weighted maturity of the
portfolio should be based on anticipated cash flow requirements.

General funds dedicated to the support of single family programs may be invested in securities
exceeding five years if the maturities of such investments are made to coincide as nearly as
practicable with the expected use of funds.
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In addition, funds may be invested in any investments that are being sold from a bond
indenture or are the result of the operation of the Department’s single family program so long
as:

1. such investment furthers the goals of that program;

2. the Investment Officer receives Board approval prior to undertaking such investment.
XV.  COLLATERALIZATION

Collateralization will be required on certificates of deposit, repurchase and reverse repurchase
agreements, and savings and demand deposits if not insured by FDIC. In order to anticipate
market changes and provide a level of security for all funds, the collateralization level should be
at least 101% of the market value of principal and accrued interest for repurchase and reverse
repurchase agreements. Collateralization of 100% will be required for overnight repurchase
agreements and bank deposits in excess of FDIC insurance.

The following obligations may be used as collateral under this policy:

1. obligations of the United States or its agencies and instrumentalities;
2. direct obligations of this state or its agencies and instrumentalities;

3. collateralized mortgage obligations directly issued by a federal agency or instrumentality
of the United States, the underlying security for which is guaranteed by an agency or
instrumentality of the United States;

4. other obligations, the principal and interest of which are unconditionally guaranteed or
insured by or backed by the full faith and credit of this state or the United States or their
respective agencies and instrumentalities; and

5. obligations of states, agencies, counties, cities, and other political subdivisions of any
state rated as to investment quality by a nationally-recognized investment rating firm
not less than A or its equivalent.

Collateral will always be held by an independent third party with whom the Department has a
current custodial agreement. A clearly marked evidence of ownership or a safekeeping receipt
must be supplied to the Department and retained. The right of collateral substitution is
granted subject to prior approval by the Investment Officer.

XVI.  SAFEKEEPING AND CUSTODY

All security transactions, including collateral for repurchase agreements, entered into by the
Department will be executed by Delivery vs. Payment (DVP). This ensures that securities are
deposited in the eligible financial institution prior to the release of funds. Securities will be held
by a third-party custodian as evidenced by safekeeping receipts.
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XVII.

INTERNAL CONTROL

The Investment Officer is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the entity are protected from loss, theft or
misuse. The internal control structure shall be designed to provide reasonable assurance that
these objectives are met. The concept of reasonable assurance recognizes that:

1.
2.

the cost of a control should not exceed the benefits likely to be derived; and
the valuation of costs and benefits requires estimates and judgments by management.

Once every two years, the Department, in conjunction with its annual financial audit, shall have
external/internal auditors perform a compliance audit of management controls on investments
and adherence to the Department’s established investment policies. The internal controls shall
address the following points:

1.

Control of collusion. Collusion is a situation where two or more employees are working
in conjunction to defraud their employer.

Separation of transaction authority from accounting and record keeping. By separating
the person who authorizes or performs the transaction from the person who records or
otherwise accounts for the transaction, a separation of duties is achieved.

Custodial safekeeping. Securities purchased from any bank or dealer including
appropriate collateral as defined by state law shall be placed with an independent third
party for custodial safekeeping.

Avoidance of physical delivery securities. Book entry securities are much easier to
transfer and account for since actual delivery of a document never takes place.
Delivered securities must be properly safeguarded against loss or destruction. The
potential for fraud and loss increases with physically delivered securities.

Clear delegation of authority to subordinate staff members. Subordinate staff members
must have a clear understanding of their authority and responsibilities to avoid
improper actions. Clear delegation of authority also preserves the internal control
structure that is contingent on the various staff positions and their respective
responsibilities.

Written confirmation or telephone transactions for investments and wire transfers. Due
to the potential for error and improprieties arising from telephone transactions, all
telephone transactions must be supported by written communications and approved by
the appropriate person, as defined by investment internal control procedures. Written
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communications may be via fax if on letterhead and the safekeeping institution has a list
of authorized signatures.

7. Development of a wire transfer agreement with the lead bank or third party custodian.
This agreement should outline the various controls, security provisions, and delineate
responsibilities of each party making and receiving wire transfers.

The Department’s external/internal auditors shall report the results of the audit performed
under this section to the Office of the State Auditor not later than January 1 of each even-
numbered year. The Office of the State Auditor compiles the results of reports received under
this subsection and reports those results to the legislative audit committee once every two
years.

XVIII. REPORTING

1. Methods. Not less than quarterly, the Investment Officer shall prepare and submit to
the Executive Director and the Board of the Department a written report of investment
transactions for all funds covered by this policy for the preceding reporting period,;
including a summary that provides a clear picture of the status of the current
investment portfolio and transactions made over the previous reporting period. This
report will be prepared in a manner which will allow the Department and the Board to
ascertain whether investment activities during the reporting period have conformed to
the investment policy. While not required under the Act, this report will provide
information regarding investments held under bond trust indentures as well as
investments covered under the Act. The report must:

A. describe in detail the investment position of the Department on the date of the
report;

be prepared jointly by each Investment Officer of the Department;
C. be signed by each Investment Officer of the Department;

D. contain a summary statement, prepared in compliance with generally accepted
accounting principles for each fund that states the:

e Dbook value and market value of each separately invested asset at the
beginning and end of the reporting period; and
e fully accrued interest for the reporting period;

E. state the maturity date of each separately invested asset that has a maturity
date;

F. state the fund in the Department for which each individual investment was
acquired; and
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XIX.

XX.

G. state the compliance of the investment portfolio of the Department as it relates
to the investment strategy expressed in the Department’s investment policy and
relevant provisions of the policy.

The reports prepared by the Investment Officer under this policy shall be formally
reviewed at least annually by an independent auditor, and the result of the review shall
be reported to the Board by that auditor.

Performance Standards. The investment portfolio will be managed in accordance with
the parameters specified within this policy. The portfolio should obtain a market
average rate of return during a market/economic environment of stable interest rates.
Portfolio performance will be compared to appropriate benchmarks on a regular basis.

Marking to Market. A statement of the market value of the portfolio shall be issued at
least quarterly. The Investment Officer will obtain market values from recognized
published sources or from other qualified professionals as necessary. This will ensure
that a review has been performed on the investment portfolio in terms of value and
subsequent price volatility.

AUTHORIZED LIST OF BROKER/DEALERS AND FINANCIAL INSTITUTIONS

Not less than annually, the Investment Officer shall prepare and submit to the Executive
Director and the Board of the Department a written report outlining the list of
authorized Dbroker/dealers and financial institutions maintained by the State
Comptroller. The current list is provided in Attachment E.

INVESTMENT POLICY ADOPTION

The Department’s investment policy shall be adopted by resolution of the Board.

XXI.

1. Exemptions. Except as provided by Texas Government Code, Chapter 2270, Texas

Government Code, Chapter 808, and Texas Government Code, Chapter 809, any
investment currently held that does not meet the guidelines of this policy shall be
exempted from the requirements of this policy. At maturity or liquidation, such monies
shall be reinvested only as provided by this policy.

. Amendment. The policy shall be reviewed at least annually by the Board and any

amendments made thereto must be approved by the Board. The Board shall adopt by
written resolution a statement that it has reviewed the investment policies and
strategies.

ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY
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A written copy of the investment policy shall be presented to any person offering to engage in
an investment transaction related to Department funds. The qualified representative of the
business organization shall execute a written instrument in a form acceptable to the
Department and the business organization, substantially to the effect that the offering business
organization has:

1. received and reviewed the investment policy of the Department; and

2. acknowledged that the business organization has implemented reasonable procedures
and controls in an effort to preclude investment transactions conducted between the
Department and the business organization that are not authorized by the Department’s
investment policy, except to the extent that this authorization is dependent on an
analysis of the makeup of the Department’s entire portfolio or requires an
interpretation of subjective investment standards.

The Investment Officer of the Department may not buy any securities from a person who has
not delivered to the Department an instrument complying with this investment policy. (See
sample documents in Attachment “C”.)

XXIl. TRAINING

Each member of the Department’s Board and the Investment Officer shall attend at least one
training session relating to the person’s responsibilities under this chapter within six months
after taking office or assuming duties. Training under this section is provided by the Texas
Higher Education Coordinating Board and must include education in investment controls,
security risks, strategy risks, market risks, diversification of investment portfolio, and
compliance with this policy. The Investment Officer shall attend a training session not less than
once in a two-year period and may receive training from any independent source approved by
the Department’s Board. The Investment Officer shall prepare a report on the training and
deliver the report to the Board not later than the 180th day after the last day of each regular
session of the legislature.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment A

STRATEGY

SECTION 1

All of the Department’s funds as listed below are program / operational in nature, excluding the bond
funds which are listed separately in Section 2 below. The following funds are held in the State Treasury
and the Department earns interest on those balances at the then applicable rate.

General Fund

Trust Funds

Custodial Funds

Proprietary Funds (excluding Revenue Bond Funds)

SECTION 2

The Department’s Revenue Bond Funds, including bond proceeds, are invested in various investments as
stipulated by the controlling bond indenture. Certain investments, controlled by indentures prior to the
latest revised Public Funds Investment Act, are properly grandfathered from its provisions. Typical
investments include: guaranteed investment contracts; agency mortgage-backed securities resulting
from the program’s loan origination; in some cases, long-term Treasury notes; and bonds used as
reserves with maturities that coincide with certain long-term bond maturities.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment B

POLICY STATEMENTS AND RECOMMENDED PRACTICE

Repurchase Agreements

1. Repurchase agreements (“repos”) are the sale by a bank or dealer of government securities with the
simultaneous agreement to repurchase the securities on a later date. Repos are commonly used by
public entities to secure money market rates of interest.

2. The Department affirms that repurchase agreements are an integral part of its investment program.

3. The Department and its designated Investment Officer should exercise special caution in selecting
parties with whom they will conduct repurchase transactions, and be able to identify the parties
acting as principals to the transaction.

4. Proper collateralization practices are necessary to protect the public funds invested in repurchase
agreements. Risk is significantly reduced by delivery of underlying securities through physical
delivery or safekeeping with the purchaser’s custodian. Over-collateralization, commonly called
haircut, or marking-to-market practices should be mandatory procedures.

5. To protect public funds the Department should work with securities dealers, banks, and their
respective associations to promote improved repurchase agreement procedures through master
repurchase agreements that protect purchasers’ interests, universal standards for delivery
procedures, and written risk disclosures.

6. Master repurchase agreements should generally be used subject to appropriate legal and technical
review. If the prototype agreement developed by the Public Securities Association is used,
appropriate supplemental provisions regarding delivery, substitution, margin maintenance, margin
amounts, seller representations and governing law should be included.

7. Despite contractual agreements to the contrary, receivers, bankruptcy courts and federal agencies
have interfered with the liquidation of repurchase agreement collateral. Therefore, the Department
should encourage Congress to eliminate statutory and regulatory obstacles to perfected security
interests and liquidation of repurchase collateral in the event of default.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment C

ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY

1. | am a qualified representative of (the
“Business Organization”).

2. The Business Organization proposes to engage in an investment transaction (the “Investments”)
with the Texas Department of Housing and Community Affairs (the “Department”).

3. lacknowledge that | have received and reviewed the Department’s investment policy.

4. 1 acknowledge that the Business Organization has implemented reasonable procedures and controls
in an effort to preclude investment transactions conducted between the business organization and
the Department that are not authorized by the Department’s investment policy.

5. The Business Organization makes no representation regarding authorization of the Investments to

the extent such authorization is dependent on an analysis of the Department’s entire portfolio and
which requires an interpretation of subjective investment standards.

Dated this day of ,

Name:

Title:

Business Organization:
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment D

Annual Disclosure Statement for Financial Advisors and Service Providers
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Figure 1
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

ANNUAL DISCLOSURE STATEMENT FOR FINANCIAL ADVISORS AND SERVICE PROVIDERS
DUE NO LATER THAN APRIL 15

INSTRUCTIONS:

1) THE REPORTING PERIOD COVERED BY THIS STATEMENT CONSISTS OF THE PRECEDING
CALENDAR YEAR.

2) A NEW OR AMENDED STATEMENT MUST BE PROMPTLY FILED WITH THE PARTIES LISTED IN STEP
4 WHENEVER THERE IS NEW INFORMATION TO REPORT UNDER TEXAS GOVERNMENT CODE,
SECTION 2263.005(a).

3) THIS STATEMENT MUST BE SUBMITTED EVEN IF YOU ANSWER “NO” TO QUESTIONS 1 AND 2 IN
PART 2.

4) SUBMIT A COPY OF THIS STATEMENT TO THE FOLLOWING (FOR EACH GOVERNMENTAL ENTITY
TO WHICH YOU PROVIDE SERVICES):

a. ADMINISTRATIVE HEAD OF THE STATE GOVERNMENTAL ENTITY
b. THE STATE AUDITOR (mail to P.O. Box 12067, Austin, TX, 78711-2067)

5) PROMPT FILING REQUIRES A POSTMARK DATE NO LATER THAN APRIL 15 IF THE COMPLETED

FORM IS RECEIVED AT THE CORRECT ADDRESS.

PART 1: GENERAL INFORMATION
FILING TYPE (Check one) [1 ANNUAL DISCLOSURE FOR YEAR ENDING DECEMBER 31,20__
[1 UPDATED DISCLOSURE

NAME OF INDIVIDUAL JOB TITLE

TYPE OF SERVICE
NAME OF BUSINESS ENTITY PROVIDED
ADDRESS
CITY STATE ZIP PHONE

NAME OF STATE GOVERNMENTAL ENTITY AND/OR GOVERNING
BOARD MEMBER TO WHICH YOU ARE PROVIDING SERVICES

PART 2: DISCLOSURES

DEFINITION: (Texas Government Code, Section 2263.002)

Financial advisor or service provider includes a person or business entity who acts as a financial advisor, financial
consultant, money or investment manager, or broker.

DISCLOSURE REQUIREMENTS FOR OUTSIDE FINANCIAL ADVISOR OR SERVICE PROVIDER (Texas
Government Code, Section 2263.005)

Financial advisors and service providers (see definition) must disclose information regarding certain relationships
with, and direct or indirect pecuniary interests in, any party to a transaction with the state governmental entity, without
regard to whether the relationships are direct, indirect, personal, private, commercial, or business relationships.

1) Do you or does your business entity have any relationship with any party to a transaction with the state
governmental entity (other than a relationship necessary to the investment or funds management services that
you or your business entity performs for the state governmental entity) for which a reasonable person could
expect the relationship to diminish your or your business entity’s independence of judgment in the performance
of your responsibilities to the state entity?

Yes No

If yes, please explain in detail. (Attach additional sheets as needed.)
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2) Do you or does your business entity have any direct or indirect pecuniary interests in any party to a
transaction with the state governmental entity if the transaction is connected with any financial advice or service
that you or your business entity provides to the state governmental entity or to a member of the governing body
in connection with the management or investment of state funds?

Yes No

If yes, please explain in detail. (Attach additional sheets as needed.)

PART 3: SIGNATURE AND DATE

| hereby attest that all information provided above is complete and accurate. | acknowledge my or my firm’s
responsibility to submit promptly a new or amended disclosure statement to the parties listed in step 4 of the
instructions if any of the above information changes.

Signature Date
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment E
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TEXAS@TRUST

TExas TREASURY

SAFEREEPING TRUST COMPANY

COMPTROLLER GLENN HEGAR, CHAIRMAN

COMPTROLLER OF PUBLIC ACCOUNTS
FY 2021 Broker Dealer List

Ambherst Pierpont Securities LLC
Barclays Capital Inc.

BMO Capital Markets Corp.

BNP Panibas Securiies Corp.

BNY Mellon Capital Markets LI.C.
B of A Secunties, Ine.

BOK Fmancial Serices. Inc.

Brean Capital LLC

Cantor Fitzgerald & Ca.

Capatal Institutional Serices, Inc.

CIBC World Markets Corp.

Citigroup Global Markets, Inc.

Credit Armicole Securities (USA) Inc.

Darwa Capital Marksts Amenica Inc.

FHM Financtal Secunties Corp.
(fermerly FTN Finanrial Securities Corp)

Goldman Sachs & Ca.

HSBC Securities (USA) Inc.

InCapatal LLC

Jefferies, LILC

IP. Morgan Secunties, LLC
Loop Capital Markets LLC
Mesirow Fmancial Group
Mischler Fmancial Group
Mizuho Securities USA Inc.
Morgan Stanley & Co. LLC

Thomas Jeffersen Bnsk State Office Building
Phone (512} 483-
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Investment Policy (04.14.2022)

October 2020

MUFG Secunities Americas, Inc.
Multi-Bank Securities, Inc.
Matalliance Securities LLC
MatWest Markets Secuntes Ine.

MNomura Secunties Intemational Inc.

Oppenhemmer & Co. Inc.

Piper Sandlar & Co.
(farmerly Fiper faffray & Co.)

Raymond James & Associates, Inc.
REBC Capatal Markets, LLC
Rice Secunties, LLC
Robert W. Bawrd & Co., Inc.
Samuel A Ramirez & Co., Ine.
Seotia Capital (USA) Ine.
5.G. Americas Securities LLC
Siebert-Williams Shank & Ce., LLC
{formerly Williams Capiral)
Signature Securities Group Corporation
Stern Brothers & Co.
Stifal, Nicolaus & Company Ine.
TD Secumties (USA) LLC
Trust Secunnties, Ine.
(formerly SunTmst Robinson Humphrey, Ine )

UBS Secunities LLC
Vining-Sparks IGB, LP.
WVirtu Amenicas, LLC

Wells Fargo Secunties, LLC
ZB NA Investment Dhrision

Austin, Texas TETO]
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TEXAS DEPARTMENT OF HOUSING
AND COMMUNITY AFFAIRS

INVESTMENT POLICY
l. POLICY

It is the policy of the Texas Department of Housing and Community Affairs (the “Department”)
to invest public funds in a manner that will provide, by priority, the following objectives:

Safety of principal;
Sufficient liquidity to meet Department cash flow needs;
Market rate of return for the risk assumed; and

Eal A

Conformance to all applicable state statutes governing the investment of public funds
including the Department’s enabling legislation, Texas Government Code, Chapter 2306,
Texas Government Code, Chapter 2263, Ethics and Disclosure Requirements for Outside
Financial Advisors and Service Providers, Chapter 2270, Prohibition of Investing Public
Money in Certain Investments, Chapter 808, Prohibition on Investment in Companies
that Boycott Israel, Chapter 809, Prohibition on Investment in Financial Companies that
Boycott Certain Energy Companies, and specifically Texas Government Code, Chapter
2256, the Public Funds Investment Act (the “Act”).

It is further the intent of the Department to set forth in this document how all investments will
be administered, providing for an all-inclusive document that will ensure consistency and
thoroughness in the presentation of such investments, as they affect the Department’s
presentation of its financial statements.

Il. SCOPE

This investment policy applies to all investments, including both direct investments and
investments that are subject to trust indentures created and supplemented in connection with
bonds issued by the Department. All of these investments are accounted for in the
Department’s Comprehensive Annual Financial Report and include the General Fund, Special
Revenue Fund, Trust and Agency Fund, and Enterprise Fund.

This investment policy does not apply to investments in instruments that constitute hedges,
which include but are not limited to, interest rate swaps, caps, floors, futures contracts,
forward contracts, etc., that satisfy the eligibility requirements of a “qualified hedge” as defined
by Section 1.148-4(h)(2) of the Internal Revenue Code.
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The Department has created and adopted a separate Interest Rate Swap Policy for guidance
regarding the use and management of such hedges.

Il. PRUDENCE

Investments shall be made with judgment and care under prevailing circumstances which
persons of prudence, discretion and intelligence would exercise in the management of their
own affairs; not for speculation, but for investment, considering the probable safety and
liquidity of capital as well as the probable income to be derived.

The standard of prudence to be used by the investment officers named herein shall be the
“prudent person” standard and shall be applied in the context of managing an overall portfolio.
An investment officer acting in accordance with the investment policy and written procedures
and exercising due diligence shall be relieved of personal responsibility for an individual
security’s credit risk or market price changes, provided deviations from expectations are
reported in a timely fashion and appropriate action is taken to control adverse developments.
V. INVESTMENT PRIORITIES

Investment by the Department will be in accordance with the following priorities in order of
importance:

1. Understanding the suitability of the investment to the financial requirements of the
Department. Suitability is the first priority in the Department’s investment strategy, and
will be evaluated on an overall basis and as a specific component of each of the
remaining priorities;

2. Preservation and safety of principal;

3. Liquidity;

4. Marketability of the investment should the need arise to liquidate before maturity;

5. Diversification of the investment portfolio; and

6. Yield (after taking into account the previous five priorities).

Such investment will be in accordance with all federal and state statutes, rules, and regulations.

V. STRATEGIES

Texas Department of Housing and Community Affairs
Investment Policy (04.0814.20212022)



The following are the primary strategies for investment activities in order of priority after taking
into account the suitability of any investment:

1. Suitability. In accordance with Section 2256.005(d) of the Act, the first priority is the
suitability of investment.

2. Preservation and Safety of Principal. Investments of the Department shall be
undertaken in a manner that seeks to ensure the preservation of capital in the overall
portfolio. The objective will be to mitigate credit risk and interest rate risk. To achieve
this objective, diversification is required so that potential losses on individual securities
do not exceed the income generated from the remainder of the portfolio.

A. Credit risk is the risk of loss due to the failure of the security issuer or backer, and
may be mitigated by:

¢ limiting investments to the safest types of securities;

e pre-qualifying the financial institutions, broker/dealers, intermediaries, and
advisors with whom the Department will do business; and

e diversifying the investment portfolio to minimize potential losses on individual
securities.

B. Interest rate risk is the risk that the market value of securities in the portfolio will fall
due to changes in general interest rates, and may be mitigated by:

e structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations, thereby avoiding the need to sell securities
in the open market prior to maturity, and

e investing operating funds primarily in shorter-term securities.

3. Liquidity. The Department’s investment portfolio shall remain sufficiently liquid to meet
all reasonably anticipated cash flow needs. This is accomplished by structuring the
portfolio so that securities mature concurrent with estimated or projected cash needs to
meet anticipated demands. Since not all cash demands can be fully anticipated or
projected with total accuracy, the portfolio should consist largely of securities with
active secondary or resale markets, providing a reasonable level of flexibility to deal
with unforeseen cash needs.

4. Marketability. The Department will evaluate investment opportunities based on the
marketability of each investment to reduce risk in the event the Department needs to
liquidate the investment before maturity. Specifically, the Department will take into
consideration the activity level of the secondary market for the investment.
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5. Diversification. The Department will maintain a diversified investment portfolio.
Maturities will be staggered to provide cash flows based on anticipated needs.
Investment risks will be reduced through diversification among authorized investments.

6. Yield. The Department’s investment portfolio shall be designed with the objective of
attaining a market rate of return through budgetary and economic cycles, taking into
account the investment risk constraints and cash flow needs of the Department. Return
on investment for short-term operating funds is of less importance than the safety and
liquidity objectives described above. The core of investments is limited to relatively
low-risk securities in anticipation of earning a fair return relative to the risk being
assumed. Securities shall not be sold prior to maturity with the following exceptions:

A. A security experiencing or reasonably seen as being at risk of material decline in
credit quality could be sold early to minimize the risk of loss of principal,

B. A security swap would improve the quality, yield, or target duration of the overall
portfolio without creating other material risks or adverse features; or

C. Liquidity needs of the portfolio require that the security be sold and there are no
preferable alternatives.

VI. DELEGATION OF AUTHORITY

The Board establishes the investment policy and objectives, obtains expert advice and
assistance with respect to its actions as is necessary to exercise its responsibilities prudently,
and monitors the actions of staff and advisors to ensure compliance with its policy. It is the
Board’s intention that this policy be carried out by those persons who are qualified and
competent in their area of expertise.

Authority to manage the Department’s investment program is granted under the provisions of
Texas Government Code, Section 2306.052(b) (4) and (5) to the Executive Director of the
Department; (“Executive Director”). Responsibility for the operation of the investment
program is hereby delegated by the Executive Director to the Director of Bond Finance and
Chiefttnvestment—Officer—and the Director of Administration acting in those capacities
(collectively the “Investment Officer”) who shall carry out established written procedures and
internal controls for the operation of the investment program consistent with this investment
policy. The Investment Officer shall be responsible for all transactions undertaken and shall
establish a system of controls to regulate the activities of subordinate officials. Procedures
should include reference to safekeeping, delivery vs. payment, investment accounting,
repurchase agreements, wire transfer agreements, collateral/depository agreements and
banking service contracts. Such procedures may include explicit delegation of authority to
persons responsible for investment transactions. No person may engage in an investment
transaction except as provided under the terms of this policy and the procedures established by
the Investment Officer.
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VII.

ETHICS AND CONFLICTS OF INTEREST

Department employees and Board members must comply with all applicable laws, and
should specifically be aware of the following statutes:

A.

Texas Government Code, Section-825-211 Certain-terestsin-Loans—tavestmentsor
ContractsProhibited:Section 2306.027, Eligibility:

B. Texas Government Code, Section 572.051, Standards of Conduct for Public Servants;

Texas Government Code, Sections 553.001-003, Disclosure by Public Servants of
Interest in Property Being Acquired by Government;

Texas Government Code, Section 552.352, Distribution of Confidential Information;

Texas Government Code, Section 572.054, Representation by Former Officer or
Employee of Regulatory Agency Restricted,;

Texas Penal Code, Chapter 36, Bribery, Corrupt Influence and Gifts to Public Servants;
and

Texas Penal Code, Chapter 39, Abuse of Office, Official Misconduct.

The omission of any applicable statute from this list does not excuse violation of its

provisions.

Department employees and Board members must be honest in the exercise of their
duties and must not take actions which will discredit the Department.

Department employees and Board members should be loyal to the interest of the
Department to the extent that such loyalty is not in conflict with other duties which
legally have priority, and should avoid personal, employment or business relationships
that create conflicts of interest.

A.

Officers and employees involved in the investment process shall refrain from
personal business activity that could conflict with the proper execution and
management of the investment program, or that could impair their ability to make
impartial decisions.

. Officers and employees shall disclose to the Executive Director any material interests

in financial institutions with which they conduct business. They shall further disclose
any personal financial/investment positions that could be related to the
performance of the Department’s investment portfolio.
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C. Officers and employees shall refrain from undertaking personal investment
transactions with the same individuals with whom business is conducted on behalf
of the Department.

D. Department employees and Board members may not use their relationship with the
Department to seek or obtain personal gain beyond agreed compensation and/or
any properly authorized expense reimbursement. This should not be interpreted to
forbid the use of the Department as a reference or the communication to others of
the fact that a relationship with the Department exists, provided that no
misrepresentation is involved.

E. Department employees and Board members who have a personal business
relationship with a business organization offering to engage in an investment
transaction with the Department shall file a statement disclosing that personal
business interest. An individual who is related within the second degree by affinity
or consanguinity to an individual seeking to sell an investment to the Department
shall file a statement disclosing that relationship. A statement required under this
section must be filed with the Texas Ethics Commission and the Department’s Board.
For purposes of this policy, an individual has a personal business relationship with a
business organization if:

e the individual owns 10 percent or more of the voting stock or shares of the
business organization or owns $5,000 or more of the fair market value of the
business organization;

e funds received by the Iavestment—Officerindividual from the business
organization exceed 10 percent of the individual’s gross income from the
previous year; or

e the individual has acquired from the business organization during the previous
year investments with a book value of $2,500 or more for the personal account
of the individual.

VIIl.  AUTHORIZED FINANCIAL DEALERS AND INSTITUTIONS

The Department, {in conjunction with the Texas Comptroller of Public Accounts (the “State
Comptroller”) will maintain a list of financial institutions authorized to provide investment
services. In addition, a list will also be maintained of approved security broker/dealers selected
by credit worthiness; these may include “primary” dealers or regional dealers that qualify under
Securities and Exchange Commission Rule 15C3-1 (uniform net capital rule). No public deposit
shall be made except in a qualified public depository as established by state law.

The Department will use as its authorized list of broker/dealers and financial institutions any
broker/dealer or financial institution that is authorized to do business with the State
Comptroller. With respect to investments provided in connection with the issuance of bonds,
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the above requirements will be deemed met if the investment provider has the minimum credit
ratings required by rating agencies and is acceptable to the bond insurer/credit enhancer, if
applicable, and if the investment meets the requirements of the applicable bond trust
indenture. A broker, engaged solely to secure a qualified investment referred to in this
paragraph on behalf of the Department, and who will not be providing an investment
instrument, shall not be subject to the above requirements and may only be engaged if
approved by the Board.

IX. ETHICS, ANB-DISCLOSURE AND OTHER STATE LAW REQUIREMENTS FOR OUTSIDE
FINANCIAL ADVISORS AND SERVICE PROVIDERS

During the 78" Legislature, Regular Session, the Texas Legislature passed Chapter 2263, Ethics
And Disclosure Requirements For Outside Financial Advisors And Service Providers (“Chapter
2263”). Chapter 2263, under Senate Bill 1059, requires certain actions by governing boards of
state entities involved in the management and investment of state funds and adds disclosure
requirements for outside financial advisors and service providers. Chapter 2263 became
effective September 1, 2003. Each state governmental entity required to adopt rules under
Chapter 2263, Government Code, as added by this Act, must have adopted its initial rules in
time for the rules to take effect not later than January 1, 2004.

Applicability. Chapter 2263 applies in connection with the management or investment of any
state funds managed or invested:

1. under the Texas Constitution or other law, including Chapter 404, State Treasury
Operations of Comptroller, and Chapter 2256, Public Funds Investment; and

2. by or for:

A. a public retirement system as defined by Section 802.001 that provides service
retirement, disability retirement, or death benefits for officers or employees of the
state;

B. aninstitution of higher education as defined by Section 61.003, Education Code; or

C. another entity that is part of state government and that manages or invests state
funds or for which state funds are managed or invested.

Chapter 2263 applies in connection with the management or investment of state funds without
regard to whether the funds are held in the state treasury.

Chapter 2263 does not apply to or in connection with a state governmental entity that does not
manage or invest state funds and for which state funds are managed or invested only by the
comptroller.
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Definition. With respect to this Chapter 2263, "financial advisor or service provider" includes a
person or business entity who acts as a financial advisor, financial consultant, money or
investment manager, or broker.

Construction With Other Law. To the extent of a conflict between Chapter 2263 and another
law, the law that imposes a stricter ethics or disclosure requirement controls.

Ethics Requirements For Qutside Financial Advisors Or Service Providers. The governing body of
a state governmental entity by rule shall adopt standards of conduct applicable to financial
advisors or service providers who are not employees of the state governmental entity, who
provide financial services to the state governmental entity or advise the state governmental
entity or a member of the governing body of the state governmental entity in connection with
the management or investment of state funds, and who:

1. may reasonably be expected to receive, directly or indirectly, more than $10,000 in
compensation from the entity during a fiscal year; or

2. render important investment or funds management advice to the entity or a member of
the governing body of the entity, as determined by the governing body.

A contract under which a financial advisor or service provider renders financial services or
advice to a state governmental entity or other person as described immediately above, in
regard to compensation or duties, is voidable by the state governmental entity if the financial
advisor or service provider violates a standard of conduct adopted under this section.

In addition to the disclosures required by Chapter 2263 and described below, the Department
will rely upon financial advisors and service providers’ submission of an Acknowledgement of
Receipt of Investment Policy and Certificate of Compliance with the Public Funds Investment
Act forms to evidence compliance with the Department’s code of conduct and procedures as
related to investments.

Disclosure Requirements For Qutside Financial Advisor Or Service Provider. A financial advisor
or service provider described by Section 2263.004 shall disclose in writing to the administrative
head of the applicable state governmental entity and to the state auditor:

1. any relationship the financial advisor or service provider has with any party to a
transaction with the state governmental entity, other than a relationship necessary to
the investment or funds management services that the financial advisor or service
provider performs for the state governmental entity, if a reasonable person could
expect the relationship to diminish the financial advisor's or service provider's
independence of judgment in the performance of the person's responsibilities to the
state governmental entity; and

2. all direct or indirect pecuniary interests the financial advisor or service provider has in

any party to a transaction with the state governmental entity, if the transaction is
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connected with any financial advice or service the financial advisor or service provider
provides to the state governmental entity or to a member of the governing body in
connection with the management or investment of state funds.

The financial advisor or service provider shall disclose a relationship described by the
immediately preceding subsections (1) or (2) without regard to whether the relationship is a
direct, indirect, personal, private, commercial, or business relationship.

A financial advisor or service provider described by Section 2263.004 shall file annually a
statement with the administrative head of the applicable state governmental entity and with
the state auditor. The statement must disclose each relationship and pecuniary interest
described by Subsection (a) or, if no relationship or pecuniary interest described by that
subsection existed during the disclosure period, the statement must affirmatively state that
fact.

The annual statement must be filed not later than April 15 on a form prescribed by the
governmental entity, other than the state auditor, receiving the form. The statement must
cover the reporting period of the previous calendar year. The state auditor shall develop and
recommend a uniform form that other governmental entities receiving the form may prescribe.
The Department’s disclosure form is provided as Attachment “D”.

The financial advisor or service provider shall promptly file a new or amended statement with
the administrative head of the applicable state governmental entity and with the state auditor
whenever there is new information to report related to the immediately preceding subsections
(1) or (2).

Public Information. Chapter 552, Government Code, controls the extent to which information
contained in a statement filed under this chapter is subject to required public disclosure or is
excepted from required public disclosure.

Anti-BoyeottVerificationNo Boycott of Israel. Financial advisors and service providers are
required to comply with the requirements of Chapter 2270 of the Texas Government Code.
Compliance includes a representation by each financial advisor or service provider that their
firm (including any wholly owned subsidiary, majority-owned subsidiary, parent company, or
affiliate) (i) does not boycott Israel and (ii) will not boycott Israel during the term for which they
provide services to the Department.

Iran, Sudan and Foreign Terrorist Organizations. Financial advisors and service providers are
required to comply with the requirements of Chapter 2252 of the Texas Government Code.
Compliance includes a representation by each financial advisor or service provider that their
firm (including any wholly owned subsidiary, majority-owned subsidiary, parent company, or
affiliate) is not an entity listed by the Texas Comptroller of Public Accounts under Sections
2252.153 or 2270.0201 of the Texas Government Code.
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No Discrimination Against Fossil-Fuel Companies. Financial advisors and service providers are
required to comply with the requirements of Chapter 2274 of the Texas Government Code (as
added by Senate Bill 13 in the 87th Texas Legislature, Reqular Session (“SB 13”)). Compliance
includes a representation by each financial advisor or service provider that their firm (including
any wholly owned subsidiary, majority-owned subsidiary, parent company, or affiliate) (i) not
boycott energy companies and (ii) will not boycott energy companies during the term for which
they provide services to the Department. As used in the foregoing, the term “boycott energy
companies” shall have the meaning given to such term in Section 2274.001(1), Texas
Government Code (as enacted by SB 13).

No Discrimination Against Firearm Entities and Firearm Trade Associations. Financial advisors
and service providers are required to comply with the requirements of Chapter 2274 of the
Texas Government Code (as added by Senate Bill 19 in the 87th Texas Legislature, Reqular
Session (“SB 19™), Texas Government Code. Compliance includes a representation by each
financial advisor or service provider that their firm (including any wholly owned subsidiary,
majority-owned subsidiary, parent company, or affiliate) does not have a practice, policy,
quidance, or directive that discriminates against a firearm entity or firearm trade association
and will not discriminate against a firearm entity or firearm trade association during the term
for which they provide services to the Department. As used in the foregoing, the terms
“discriminate against a firearm entity or firearm trade association”, “firearm entity” and
“firearm _trade association” shall have the meanings given to each such term in Section
2274.001, Texas Government Code (as enacted by SB 19).

Exemption-from-Disclosure of Interested Parties. Financial advisors and service providers are
required to comply with the requirements of Chapter—Section 2252.908 of the Texas
Government Code. Financial adwsors and serV|ce prowders that make a wrltten representatlon
to the Department that their firm =
subada#y—papem—eempany—er—aﬁua{e)—ls a publlcly traded busmess entlty ora whoIIy owned
subsidiary of publicly traded business entity are exempt from Section 2252.908 of the Texas
Government Code.

Prohibition on Certain Bids and Contracts Related to Persons Involved in Human Trafficking.
Financial advisors and service providers are required to comply with the requirements of
Chapter 2155 of the Texas Government Code. Financial advisors and service providers must
certify their firm is not ineligible under Section 2155.0061 of the Texas Government Code.

X. AUTHORIZED AND SUITABLE INVESTMENTS

Trust Indenture Funds for which the Department has control of the investment decisions, all of
which are held by Treasury Safekeeping for the benefit of bondholders, will be subject to the
authorized investments set-forth in the applicable denture—of Frusttrust indenture and any
applicable supplemental indenture(s).
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General, Special Revenue and Trust and Agency Funds, all of which are on deposit with the

State Treasury (specifically excluding Enterprise Funds), are invested by the Treasury pursuant

to Texas Government Code, Section 404.024-and-Article 5221(F); Subsection13A{d)-asamended
lati : ine

Enterprise Fund

1. Subject to a resolution authorizing issuance of its bonds, the Department is empowered
by Texas Government Code, Section 2306.173 to invest its money in bonds, obligations
or other securities: or place its money in demand or time deposits, whether or not
evidenced by certificates of deposit. A guaranteed investment contract is an authorized
investment for bond proceeds. All bond proceeds and revenues subject to the pledge of
an Indenture shall be invested in accordance with the applicable law and the provisions
of the applicable indenture including “Investment Securities” (or substantially similar
defined term) as listed in such trdenture-indenture and so defined.

All other enterprise funds shall be invested pursuant to state law. The following are
permitted investments for those funds pursuant to the Act:

2.

A. Obligations of, or guaranteed by governmental entities:

B.

Obligations, including letters of credit, of the United States or its agencies and
instrumentalities, including Federal Home Loan Banks.

Direct obligations of this state or its agencies and instrumentalities.

Collateralized mortgage obligations directly issued by a federal agency or
instrumentality of the United States, the underlying security for which is
guaranteed by an agency or instrumentality of the United States; provided
collateralized mortgage obligations (i) that have a stated final maturity date of
greater than 10 years; or (ii) the interest rate of which is determined by an index
that adjusts opposite to the changes in a market index are not permitted
investments.

Other obligations the principal and interest of which are unconditionally
guaranteed or insured by, or backed by the full faith and credit of this state or
the United States or their respective agencies and instrumentalities.

Obligations of states, agencies, counties, cities, and other political subdivisions of
any state rated as to investment quality by a nationally recognized investment
rating firm not less than A or its equivalent.

A Certificate of Deposit is an authorized investment under this policy if the
certificate of deposit is issued by a depository institution that has its main office or a
branch office in this state and is:
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e guaranteed or insured by the Federal Deposit Insurance Department (FDIC) or its
successor;

e secured by obligations that are described in subsection 2A above, including
mortgage backed securities directly issued by a federal agency or instrumentality
that have a market value of not less than the principal amount of the certificates
and secured by collateral as described in Section XII of this policy, but excluding
those mortgage backed securities of the nature described by Section 3 below;
and

e secured in any other manner and amount provided by law for deposits of the
Department.

In addition to the authority to invest funds in certificates of deposit noted above, an
investment in certificates of deposit made in accordance with the following
conditions is an authorized investment under this policy:

e the funds are invested by an investing entity through a depository institution
that has its main office or a branch office in this state and that is selected by the
investing entity, or a broker that has its main office or branch in this state and is
selected from the list attached hereto as Attachment E;

e the depository institution guaranteed or insured by the Federal Deposit
Insurance Department (FDIC) or its successor as selected by the investing entity
arranges for the deposit of the funds in certificates of deposit in one or more
federally insured depository institutions, wherever located, for the account of
the investing entity;

e the full amount of the principal and accrued interest of each of the certificates of
deposit is insured by the United States or an instrumentality of the United
States;

e the depository institution guaranteed or insured by the Federal Deposit
Insurance Department (FDIC) or its successor as selected by the investing entity
acts as custodian for the investing entity with respect to the certificates of
deposit issued for the account of the investing entity; and

e at the same time that the funds are deposited and the certificates of deposit are
issued for the account of the investing entity, the depository institution
guaranteed or insured by the Federal Deposit Insurance Department (FDIC) or its
successor as selected by the investing entity receives an amount of deposits
from customers of other federally insured depository institutions, wherever
located, that is equal to or greater than the amount of the funds invested by the
investing entity through the depository institution guaranteed or insured by the
Federal Deposit Insurance Department (FDIC) or its successor.

C. A “repurchase agreement” is a simultaneous agreement to buy, hold for a specified
time, and sell back at a future date, obligations of the United States or its agencies
and instrumentalities at a market value at the time the funds are disbursed of not
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less than the principal amount of the funds disbursed. The term includes a direct
security repurchase agreement and a reverse security repurchase agreement. The
Department will comply with the Policy Statements and Recommended Practices for
Repurchase Agreements as outlined in Attachment B. A fully collateralized
repurchase agreement is an authorized investment under this policy if the
repurchase agreement:

e has a defined termination date;

e is secured by collateral described in Section XV(1) and Section X(2)D [if desired]
of this policy;

e requires the securities being purchased by the Department to be pledged to the
Department, held in the Department’s name, and deposited at the time the
investment is made with the Department or with a third party selected and
approved by the Department;

e is placed through a primary government securities dealer, as defined by the
Federal Reserve, or a financial institution doing business in this state; and

e in the case of a reverse repurchase agreement, notwithstanding any other law
other than the Act, the term of any such reverse security repurchase agreement
may not exceed 90 days after the date the reverse security repurchase
agreement is delivered. In addition, money received by the Department under
the terms of a reverse security repurchase agreement may be used to acquire
additional authorized investments, but the term of the authorized investments
acquired must mature not later than the expiration date stated in the reverse
security repurchase agreement.

D. Commercial Paper is an authorized investment under this policy if the commercial
paper:

e has a stated maturity of 365 days or fewer from the date of its issuance; and

e israted not less than A-1 or P-1 or an equivalent rating by at least two nationally-
recognized credit rating agencies, or one nationally-recognized credit rating
agency and is fully secured, and by an irrevocable letter of credit issued by a
bank organized and existing under the laws of the United States or any state.

3. The following are not authorized investments pursuant to the Act:

A. Obligations whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pays no
principal,

B. Obligations whose payment represents the principal stream of cash flow from the
underlying mortgage-backed security collateral and bears no interest;
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C. Collateralized mortgage obligations that have a stated final maturity date of greater
than 10 years; and

D. Collateralized mortgage obligations the interest rate of which is determined by an
index that adjusts opposite to the changes in a market index.

Divestment. Upon receipt of the lists prepared by the State Comptroller pursuant to Chapter
2270, Texas Government Code, Chapter 808, Texas Government Code, and Chapter 809, Texas
Government Code, identifying a financial company in which the Department has funds
invested, Department staff shall take all applicable actions required under those Chapters.

XI. DIVERSIFICATION

The Department will diversify its investments by security type and institution. The amount of
required diversification will be determined based upon:

1. The maturity date of the investment — longer maturity dates will require more
diversification; and

2. The rating of the underlying investment — lower rated investments will require a greater
degree of diversification.

Xll.  PERFORMANCE STANDARDS

The investment portfolio shall be designed and managed with the objective of preserving
principal and obtaining a rate of return throughout budgetary and economic cycles
commensurate with the investment risk constraints and the cash flow needs. The basis used to
determine whether market yields are being achieved shall be the three-month U.S. Treasury
bill.

X, EFFECT OF LOSS OF REQUIRED RATING

An investment that requires a minimum rating under this subchapter does not qualify as an
authorized investment during the period the investment does not meet or exceed the minimum
rating. The Department shall take all prudent measures that are consistent with its investment
policy to liquidate an investment that does not meet or exceed the minimum rating. Still
further, the Investment Officer is required to review monthly all investments subject to this
policy to ensure that there have been no rating changes which would render such investment in
violation of this policy.

XIV.  MAXIMUM MATURITIES

To the extent possible, the Department will attempt to match its investments with anticipated
cash flow requirements. Unless matched to a specific cash flow, the Department will not
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directly invest in securities maturing more than five years from the date of purchase. The
Department will periodically determine what the appropriate average weighted maturity of the
portfolio should be based on anticipated cash flow requirements.

General funds dedicated to the support of single family programs may be invested in securities
exceeding five years if the maturities of such investments are made to coincide as nearly as
practicable with the expected use of funds.

In addition, funds may be invested in any investments that are being sold from a bond
indenture or are the result of the operation of the Department’s single family program so long
as:

1. such investment furthers the goals of that program;

2. the Investment Officer receives Board approval prior to undertaking such investment.
XV.  COLLATERALIZATION

Collateralization will be required on certificates of deposit, repurchase and reverse repurchase
agreements, and savings and demand deposits if not insured by FDIC. In order to anticipate
market changes and provide a level of security for all funds, the collateralization level should be
at least 101% of the market value of principal and accrued interest for repurchase and reverse
repurchase agreements. Collateralization of 100% will be required for overnight repurchase
agreements and bank deposits in excess of FDIC insurance.

The following obligations may be used as collateral under this policy:

1. obligations of the United States or its agencies and instrumentalities;
2. direct obligations of this state or its agencies and instrumentalities;

3. collateralized mortgage obligations directly issued by a federal agency or instrumentality
of the United States, the underlying security for which is guaranteed by an agency or
instrumentality of the United States;

4. other obligations, the principal and interest of which are unconditionally guaranteed or
insured by or backed by the full faith and credit of this state or the United States or their
respective agencies and instrumentalities; and

5. obligations of states, agencies, counties, cities, and other political subdivisions of any
state rated as to investment quality by a nationally-recognized investment rating firm
not less than A or its equivalent.

Collateral will always be held by an independent third party with whom the Department has a
current custodial agreement. A clearly marked evidence of ownership or a safekeeping receipt
must be supplied to the Department and retained. The right of collateral substitution is
granted subject to prior approval by the Investment Officer.
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XVI.  SAFEKEEPING AND CUSTODY

All security transactions, including collateral for repurchase agreements, entered into by the
Department will be executed by Delivery vs. Payment (DVP). This ensures that securities are
deposited in the eligible financial institution prior to the release of funds. Securities will be held
by a third-party custodian as evidenced by safekeeping receipts.

XVII. INTERNAL CONTROL

The Investment Officer is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the entity are protected from loss, theft or
misuse. The internal control structure shall be designed to provide reasonable assurance that
these objectives are met. The concept of reasonable assurance recognizes that:

1. the cost of a control should not exceed the benefits likely to be derived; and
2. the valuation of costs and benefits requires estimates and judgments by management.

Once every two years, the Department, in conjunction with its annual financial audit, shall have
external/internal auditors perform a compliance audit of management controls on investments
and adherence to the Department’s established investment policies. The internal controls shall
address the following points:

1. Control of collusion. Collusion is a situation where two or more employees are working
in conjunction to defraud their employer.

2. Separation of transaction authority from accounting and record keeping. By separating
the person who authorizes or performs the transaction from the person who records or
otherwise accounts for the transaction, a separation of duties is achieved.

3. Custodial safekeeping. Securities purchased from any bank or dealer including
appropriate collateral as defined by state law shall be placed with an independent third
party for custodial safekeeping.

4. Avoidance of physical delivery securities. Book entry securities are much easier to
transfer and account for since actual delivery of a document never takes place.
Delivered securities must be properly safeguarded against loss or destruction. The
potential for fraud and loss increases with physically delivered securities.

5. Clear delegation of authority to subordinate staff members. Subordinate staff members
must have a clear understanding of their authority and responsibilities to avoid
improper actions. Clear delegation of authority also preserves the internal control
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structure that is contingent on the various staff positions and their respective
responsibilities.

6. Written confirmation or telephone transactions for investments and wire transfers. Due
to the potential for error and improprieties arising from telephone transactions, all
telephone transactions must be supported by written communications and approved by
the appropriate person, as defined by investment internal control procedures. Written
communications may be via fax if on letterhead and the safekeeping institution has a list
of authorized signatures.

7. Development of a wire transfer agreement with the lead bank or third party custodian.
This agreement should outline the various controls, security provisions, and delineate
responsibilities of each party making and receiving wire transfers.

The Department’s external/internal auditors shall report the results of the audit performed
under this section to the Office of the State Auditor not later than January 1 of each even-
numbered year. The Office of the State Auditor compiles the results of reports received under
this subsection and reports those results to the legislative audit committee once every two
years.

XVIII. REPORTING

1. Methods. Not less than quarterly, the Investment Officer shall prepare and submit to
the Executive Director and the Board of the Department a written report of investment
transactions for all funds covered by this policy for the preceding reporting period,;
including a summary that provides a clear picture of the status of the current
investment portfolio and transactions made over the previous reporting period. This
report will be prepared in a manner which will allow the Department and the Board to
ascertain whether investment activities during the reporting period have conformed to
the investment policy. While not required under the Act, this report will provide
information regarding investments held under bond trust indentures as well as
investments covered under the Act. The report must:

A. describe in detail the investment position of the Department on the date of the
report;

B. be prepared jointly by each Investment Officer of the Department;
be signed by each Investment Officer of the Department;

D. contain a summary statement, prepared in compliance with generally accepted
accounting principles for each fund that states the:

e Dbook value and market value of each separately invested asset at the
beginning and end of the reporting period; and
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XIX.

XX.

e fully accrued interest for the reporting period;

E. state the maturity date of each separately invested asset that has a maturity
date;

F. state the fund in the Department for which each individual investment was
acquired; and

G. state the compliance of the investment portfolio of the Department as it relates
to the investment strategy expressed in the Department’s investment policy and
relevant provisions of the policy.

The reports prepared by the Investment Officer under this policy shall be formally
reviewed at least annually by an independent auditor, and the result of the review shall
be reported to the Board by that auditor.

Performance Standards. The investment portfolio will be managed in accordance with
the parameters specified within this policy. The portfolio should obtain a market
average rate of return during a market/economic environment of stable interest rates.
Portfolio performance will be compared to appropriate benchmarks on a regular basis.

Marking to Market. A statement of the market value of the portfolio shall be issued at
least quarterly. The Investment Officer will obtain market values from recognized
published sources or from other qualified professionals as necessary. This will ensure
that a review has been performed on the investment portfolio in terms of value and
subsequent price volatility.

AUTHORIZED LIST OF BROKER/DEALERS AND FINANCIAL INSTITUTIONS

Not less than annually, the Investment Officer shall prepare and submit to the Executive
Director and the Board of the Department a written report outlining the list of
authorized Dbroker/dealers and financial institutions maintained by the State
Comptroller. The current list is provided in Attachment E.

INVESTMENT POLICY ADOPTION

The Department’s investment policy shall be adopted by resolution of the Board.

1. Exemptions. Except as provided by Texas Government Code, Chapter 2270, Texas

Government Code, Chapter 808, and Texas Government Code, Chapter 809, any
investment currently held that does not meet the guidelines of this policy shall be
exempted from the requirements of this policy. At maturity or liquidation, such monies
shall be reinvested only as provided by this policy.
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2. Amendment. The policy shall be reviewed at least annually by the Board and any
amendments made thereto must be approved by the Board. The Board shall adopt by
written resolution a statement that it has reviewed the investment policies and
strategies.

XXI. ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY

A written copy of the investment policy shall be presented to any person offering to engage in
an investment transaction related to Department funds. The qualified representative of the
business organization shall execute a written instrument in a form acceptable to the
Department and the business organization, substantially to the effect that the offering business
organization has:

1. received and reviewed the investment policy of the Department; and

2. acknowledged that the business organization has implemented reasonable procedures
and controls in an effort to preclude investment transactions conducted between the
Department and the business organization that are not authorized by the Department’s
investment policy, except to the extent that this authorization is dependent on an
analysis of the makeup of the Department’s entire portfolio or requires an
interpretation of subjective investment standards.

The Investment Officer of the Department may not buy any securities from a person who has
not delivered to the Department an instrument complying with this investment policy. (See
sample documents in Attachment “C”.)

XXIl. TRAINING

Each member of the Department’s Board and the Investment Officer who-are—in—office—on

) " }96,-shall attend at least
one training session relatlng to the person’s respon5|b|I|t|es under this chapter within six
months after taking office or assuming duties. Training under this section is provided by the
Texas Higher Education Coordinating Board and must include education in investment controls,
security risks, strategy risks, market risks, diversification of investment portfolio, and
compliance with this policy. The Investment Officer shall attend a training session not less than
once in a two-year period and may receive training from any independent source approved by
the Department’s Board. The Investment Officer shall prepare a report on the training and
deliver the report to the Board not later than the 180th day after the last day of each regular
session of the legislature.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment A

STRATEGY

SECTION 1

All of the Department’s funds as listed below are program / operational in nature, excluding the bond
funds which are listed separately in Section 2 below. The following funds are held in the State Treasury
and the Department earns interest on those balances at the then applicable rate.

General Fund
Trust Funds

Ageney-Custodial Funds
Proprietary Funds (excluding Revenue Bond Funds)

SECTION 2

The Department’s Revenue Bond Funds, including bond proceeds, are invested in various investments as
stipulated by the controlling bond indenture. Certain investments, controlled by indentures prior to the
latest revised Public Funds Investment Act, are properly grandfathered from its provisions. Typical
investments include: guaranteed investment contracts; agency mortgage-backed securities resulting
from the program’s loan origination; in some cases, long-term Treasury notes; and bonds used as
reserves with maturities that coincide with certain long-term bond maturities.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment B

POLICY STATEMENTS AND RECOMMENDED PRACTICE

Repurchase Agreements

1. Repurchase agreements (“repos”) are the sale by a bank or dealer of government securities with the
simultaneous agreement to repurchase the securities on a later date. Repos are commonly used by
public entities to secure money market rates of interest.

2. The Department affirms that repurchase agreements are an integral part of its investment program.

3. The Department and its designated Investment Officer should exercise special caution in selecting
parties with whom they will conduct repurchase transactions, and be able to identify the parties
acting as principals to the transaction.

4. Proper collateralization practices are necessary to protect the public funds invested in repurchase
agreements. Risk is significantly reduced by delivery of underlying securities through physical
delivery or safekeeping with the purchaser’s custodian. Over-collateralization, commonly called
haircut, or marking-to-market practices should be mandatory procedures.

5. To protect public funds the Department should work with securities dealers, banks, and their
respective associations to promote improved repurchase agreement procedures through master
repurchase agreements that protect purchasers’ interests, universal standards for delivery
procedures, and written risk disclosures.

6. Master repurchase agreements should generally be used subject to appropriate legal and technical
review. If the prototype agreement developed by the Public Securities Association is used,
appropriate supplemental provisions regarding delivery, substitution, margin maintenance, margin
amounts, seller representations and governing law should be included.

7. Despite contractual agreements to the contrary, receivers, bankruptcy courts and federal agencies
have interfered with the liquidation of repurchase agreement collateral. Therefore, the Department
should encourage Congress to eliminate statutory and regulatory obstacles to perfected security
interests and liquidation of repurchase collateral in the event of default.
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment C

ACKNOWLEDGMENT OF RECEIPT OF INVESTMENT POLICY

1. | am a qualified representative of (the
“Business Organization”).

2. The Business Organization proposes to engage in an investment transaction (the “Investments”)
with the Texas Department of Housing and Community Affairs (the “Department”).

3. lacknowledge that | have received and reviewed the Department’s investment policy.

4. 1 acknowledge that the Business Organization has implemented reasonable procedures and controls
in an effort to preclude investment transactions conducted between the business organization and
the Department that are not authorized by the Department’s investment policy.

5. The Business Organization makes no representation regarding authorization of the Investments to

the extent such authorization is dependent on an analysis of the Department’s entire portfolio and
which requires an interpretation of subjective investment standards.

Dated this day of ,

Name:

Title:

Business Organization:
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment D

Annual Disclosure Statement for Financial Advisors and Service Providers
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Figure 1
TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

ANNUAL DISCLOSURE STATEMENT FOR FINANCIAL ADVISORS AND SERVICE PROVIDERS
DUE NO LATER THAN APRIL 15

INSTRUCTIONS:

1) THE REPORTING PERIOD COVERED BY THIS STATEMENT CONSISTS OF THE PRECEDING
CALENDAR YEAR.

2) A NEW OR AMENDED STATEMENT MUST BE PROMPTLY FILED WITH THE PARTIES LISTED IN STEP
4 WHENEVER THERE IS NEW INFORMATION TO REPORT UNDER TEXAS GOVERNMENT CODE,
SECTION 2263.005(a).

3) THIS STATEMENT MUST BE SUBMITTED EVEN IF YOU ANSWER “NO” TO QUESTIONS 1 AND 2 IN
PART 2.

4) SUBMIT A COPY OF THIS STATEMENT TO THE FOLLOWING (FOR EACH GOVERNMENTAL ENTITY
TO WHICH YOU PROVIDE SERVICES):

a. ADMINISTRATIVE HEAD OF THE STATE GOVERNMENTAL ENTITY
b. THE STATE AUDITOR (mail to P.O. Box 12067, Austin, TX, 78711-2067)

5) PROMPT FILING REQUIRES A POSTMARK DATE NO LATER THAN APRIL 15 IF THE COMPLETED

FORM IS RECEIVED AT THE CORRECT ADDRESS.

PART 1: GENERAL INFORMATION
FILING TYPE (Check one) [1 ANNUAL DISCLOSURE FOR YEAR ENDING DECEMBER 31,20____
[1 UPDATED DISCLOSURE

NAME OF INDIVIDUAL JOB TITLE

TYPE OF SERVICE
NAME OF BUSINESS ENTITY PROVIDED
ADDRESS
CITY STATE ZIP PHONE

NAME OF STATE GOVERNMENTAL ENTITY AND/OR GOVERNING
BOARD MEMBER TO WHICH YOU ARE PROVIDING SERVICES

PART 2: DISCLOSURES

DEFINITION: (Texas Government Code, Section 2263.002)

Financial advisor or service provider includes a person or business entity who acts as a financial advisor, financial
consultant, money or investment manager, or broker.

DISCLOSURE REQUIREMENTS FOR OUTSIDE FINANCIAL ADVISOR OR SERVICE PROVIDER (Texas
Government Code, Section 2263.005)

Financial advisors and service providers (see definition) must disclose information regarding certain relationships
with, and direct or indirect pecuniary interests in, any party to a transaction with the state governmental entity, without
regard to whether the relationships are direct, indirect, personal, private, commercial, or business relationships.

1) Do you or does your business entity have any relationship with any party to a transaction with the state
governmental entity (other than a relationship necessary to the investment or funds management services that
you or your business entity performs for the state governmental entity) for which a reasonable person could
expect the relationship to diminish your or your business entity’s independence of judgment in the performance
of your responsibilities to the state entity?

Yes No

If yes, please explain in detail. (Attach additional sheets as needed.)
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2) Do you or does your business entity have any direct or indirect pecuniary interests in any party to a
transaction with the state governmental entity if the transaction is connected with any financial advice or service
that you or your business entity provides to the state governmental entity or to a member of the governing body
in connection with the management or investment of state funds?

Yes No

If yes, please explain in detail. (Attach additional sheets as needed.)

PART 3: SIGNATURE AND DATE

| hereby attest that all information provided above is complete and accurate. | acknowledge my or my firm’s
responsibility to submit promptly a new or amended disclosure statement to the parties listed in step 4 of the
instructions if any of the above information changes.

Signature Date
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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Attachment E
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TEXAS@TRUST

TExas TREASURY

SAFEREEPING TRUST COMPANY

COMPTROLLER GLENN HEGAR, CHAIRMAN

COMPTROLLER OF PUBLIC ACCOUNTS
FY 2021 Broker Dealer List

Ambherst Pierpont Securities LLC
Barclays Capital Inc.

BMO Capital Markets Corp.

BNP Panibas Securiies Corp.

BNY Mellon Capital Markets LI.C.
B of A Secunties, Ine.

BOK Fmancial Serices. Inc.

Brean Capital LLC

Cantor Fitzgerald & Ca.

Capatal Institutional Serices, Inc.

CIBC World Markets Corp.

Citigroup Global Markets, Inc.

Credit Armicole Securities (USA) Inc.

Darwa Capital Marksts Amenica Inc.

FHM Financtal Secunties Corp.
(fermerly FTN Finanrial Securities Corp)

Goldman Sachs & Ca.

HSBC Securities (USA) Inc.

InCapatal LLC

Jefferies, LILC

IP. Morgan Secunties, LLC
Loop Capital Markets LLC
Mesirow Fmancial Group
Mischler Fmancial Group
Mizuho Securities USA Inc.
Morgan Stanley & Co. LLC

Thomas Jeffersen Bnsk State Office Building
Phone (512} 483-
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October 2020

MUFG Secunities Americas, Inc.
Multi-Bank Securities, Inc.
Matalliance Securities LLC
MatWest Markets Secuntes Ine.

MNomura Secunties Intemational Inc.

Oppenhemmer & Co. Inc.

Piper Sandlar & Co.
(farmerly Fiper faffray & Co.)

Raymond James & Associates, Inc.
REBC Capatal Markets, LLC
Rice Secunties, LLC
Robert W. Bawrd & Co., Inc.
Samuel A Ramirez & Co., Ine.
Seotia Capital (USA) Ine.
5.G. Americas Securities LLC
Siebert-Williams Shank & Ce., LLC
{formerly Williams Capiral)
Signature Securities Group Corporation
Stern Brothers & Co.
Stifal, Nicolaus & Company Ine.
TD Secumties (USA) LLC
Trust Secunnties, Ine.
(formerly SunTmst Robinson Humphrey, Ine )

UBS Secunities LLC
Vining-Sparks IGB, LP.
WVirtu Amenicas, LLC

Wells Fargo Secunties, LLC
ZB NA Investment Dhrision

Austin, Texas TETO]
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on an order adopting the repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.1 Reasonable Accommodation
Requests to the Department, an order adopting new §1.1 Reasonable Accommodation Requests to the
Department, and an order directing their publication for adoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, pursuant to Tex. Gov't Code §2001.039, state agencies are required to
review a rule every four years to assess whether the reasons for initially adopting the
rule continue to exist;

WHEREAS, staff recommends to the Board that there is a continuing need for this rule
to exist, which is to satisfy Tex. Gov't Code §2306.066(e), which requires the Executive
Director to prepare a written plan to provide persons with disabilities an opportunity
to participate in the Department's programs, and in accordance with the Fair Housing
Act, and other federal and state civil rights laws;

WHEREAS, the current rule relating to the handling of reasonable accommodation
requests to the Department is in need of revisions to bring several definitions into
concurrence with definitions in other Department rules, include phone number and
email as requested contact information, clarify the process to be used in the handling
of Reasonable Accommodations by staff, allow staff to grant approvals of Reasonable
Accommodation requests, and make other minor non-substantive revisions;

WHEREAS, such revisions are being proposed through the repeal of the current rule
and a simultaneous new rule to be proposed in its place; and

WHEREAS, such proposed rulemaking was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was

received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
cause the proposed actions herein in the form presented to this meeting, to be
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adopted and published in the Texas Register, and in connection therewith, make such
non-substantive technical corrections as they may deem necessary to effectuate the
foregoing including any requested revisions to the preambles.

BACKGROUND

The Department last amended 10 TAC §1.1, Reasonable Accommodation Requests, in September 2018.
Pursuant to Tex. Gov’t Code §2001.039, state agencies are required to review a rule every four years to
assess whether the reasons for initially adopting the rule continue to exist. Staff has determined that
there is a continuing need for this rule to exist, however revisions are recommended.

The revisions proposed: update definitions including bringing several definition into concurrence with
definitions in other Department rules, include phone number and email as requested contact
information, clarify the process to be used in the handling of Reasonable Accommodations by staff, allow
staff to grant approvals of Reasonable Accommodation requests, and make other minor non-substantive
revisions.

The rule, as proposed, was released for public comment from February 25, 2022, through March 25,

2022. No comment was received and staff is recommending approval without changes from the version
proposed.
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Attachment 1: Preamble, including required analysis, for adoption of the repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.1 Reasonable Accommodation
Requests to the Department

The Texas Department of Housing and Community Affairs (the Department) adopts without changes the
repeal of 10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.1
Reasonable Accommodation Requests to the Department. The purpose of the proposed repeal is to
eliminate the current rule while replacing it with a more current version of the rule.

Tex. Gov't Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the repeal would
be in effect:

1. The repeal does not create or eliminate a government program but relates to the handling of requests
for reasonable accommodations.

2. The repeal does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The repeal does not require additional future legislative appropriations.

4. The repeal will not result in an increase in fees paid to the Department, nor in a decrease in fees paid
to the Department.

5. The repeal is not creating a new regulation, except that it is being replaced by a new rule
simultaneously to provide for revisions.

6. The repeal will not expand or contract the applicability of an existing regulation.
7. The repeal will not increase or decrease the number of individuals subject to the rule’s applicability.
8. The repeal will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the repeal and determined that the repeal will not create an economic
effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The repeal does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal would be in effect there would be no economic effect
on local employment; therefore, no local employment impact statement is required to be prepared for
the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the repeal is in effect, the public benefit anticipated
as a result of the repealed and new sections would be an updated and more germane rule. There will
not be economic costs to individuals required to comply with the repealed section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the repeal is in effect, enforcing or administering the repeal does not
have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held from February 25, 2022, to
March 25, 2022, to receive input on the proposed action. No comment was received.

STATUTORY AUTHORITY. The proposed repeal is made pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules. Except as described herein the proposed action affects no

other code, article, or statute.

§1.1 Reasonable Accommodation Requests to the Department
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Attachment 2: Preamble, including required analysis, for new 10 TAC Chapter 1, Administration,
Subchapter A, General Policies and Procedures, §1.1 Reasonable Accommodation Requests to the
Department

The Texas Department of Housing and Community Affairs (the Department) adopts without changes new
10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.1 Reasonable
Accommodation Requests to the Department. The purpose of the rule is to: update definitions including
bringing several definition into concurrence with definitions in other Department rules, include phone
number and email as requested contact information, clarify the process to be used in the handling of
Reasonable Accommodations by staff, allow staff to grant approvals of Reasonable Accommodation
requests, and make other minor non-substantive revisions.

Tex. Gov't Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.
Mr. Bobby Wilkinson has determined that, for the first five years the new section would be in effect:

1. The new section does not create or eliminate a government program but relates to the handling of
requests for reasonable accommodations.

2. The new section does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The new section does not require additional future legislative appropriations.

4. The new section will not result in an increase in fees paid to the Department, nor in a decrease in fees
paid to the Department.

5. The new section does not create a new regulation, except that it is replacing a section being repealed
simultaneously to provide for revisions.

6. The new section will not expand or contract an existing regulation.

7. The new section will not increase or decrease the number of individuals subject to the rule’s
applicability.

8. The new section will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the new section and determined that the action will not create an
economic effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The new section does not

contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is
required.
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d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV'T CODE §2001.024(a)(6).

The Department has evaluated the new section as to its possible effect on local economies and has
determined that for the first five years the new section would be in effect there would be no economic
effect on local employment; therefore, no local employment impact statement is required to be
prepared for the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the new section is in effect, the public benefit
anticipated as a result of the new section would be an updated and more germane rule. There will not
be economic costs to individuals required to comply with the new section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the new section are in effect, enforcing or administering the rule does
not have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period will be held from February 25, 2022, to
March 25, 2022, to receive input on the proposed action. No comment was received.

STATUTORY AUTHORITY. The new section is adopted pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules. Except as described herein the new section affects no other
code, article, or statute. The rule has been reviewed by legal counsel and found to be a valid exercise of
the agency’s legal authority.
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§1.1 Reasonable Accommodation Requests to the Department

(a) Purpose. The purpose of this section is to establish the procedures by which a Requestor may ask
that a Reasonable Accommodation is made to the Department. For rules governing the handling of
reasonable accommodation requests and responsibilities of entities receiving funds or resources from
the Department see Subchapter B, §1.204 of this Chapter, relating to Reasonable Accommodations. This
rule is statutorily authorized by Tex. Gov't Code, 2306.066(e), which requires the Executive Director to
prepare a written plan to provide persons with disabilities an opportunity to participate in the
Department's programs, and in accordance with the Fair Housing Act, and other federal and state civil
rights laws.

(b) Definitions. The following words and terms, when used in this section, shall have the following
meanings, unless the context clearly indicates otherwise.

(1) Board--The Governing Board of the Texas Department of Housing and Community Affairs.

(2) Program Manager or Director--Department staff member supervising the division or area of a
division containing the program for which a Reasonable Accommodation is being requested.

(3) Disability--A physical or mental impairment that substantially limits one or more major life activities;
or having a record of such an impairment; or being regarded as having such an impairment. Included in
this meaning is the term handicap as defined in the Fair Housing Act, or the term disability as defined in
the Americans with Disabilities Act.

(4) Fair Housing Act--Fair Housing Act of 1968, also known as Title VIII of the Civil Rights Act of 1968.

(5) Reasonable Accommodation--An accommodation and/or modification that is an alteration, change,
exception, or adjustment to a program, policy, service, building, or dwelling unit, that will allow a
qualified person with a Disability to:

(A) Participate fully in a program;
(B) Take advantage of a service;
(C) Live in a dwelling; or

(D) Use and enjoy a dwelling.

(6) Requestor--Includes applicants, members of the public, clients of Department programs, program
participants, or their representatives.

(7) Section 504--Section 504 of the Rehabilitation Act of 1973, as amended.

(c) Procedures.

(1) The Requestor of the Reasonable Accommodation shall submit a request to the Division Manager
or Director or their designee. A request does not have to be in writing. A request can be made in a face-
to-face conversation with a Division Manager or Director or their designee, or using any other method
of communication. A request is any communication in which an individual clearly asks or states that they
need the Department to provide or to change something because of a Disability.

(2) The request, whether oral or written, must contain, at minimum:

(A) The Department program or procedure for which an accommodation is being requested;

(B) Household information to include name, address, phone number and email address, if available;

(C) Description of the Reasonable Accommodation being requested; and

(D) Reason the Reasonable Accommodation is necessary.

(E) In the case of oral requests, the Division Manager or Director will create a written summary of the
request.
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(3) The Division Director may coordinate with the Department’s Fair Housing subject matter experts as
needed. The supervising Director may ask for additional information from the Requestor. Staff should
address Reasonable Accommodations requests promptly. If making the requested Reasonable
Accommodation would require the Department to incur an expense, the Division Director will first
confirm that the Reasonable Accommodation expense will not cause the Division to exceed their
approved budget or, if additional measures beyond those within budget are required, that they are
promptly considered and a compliant decision made. Upon having the applicable information, the
Division Director or Manager and Fair Housing subject matter experts, as needed, will determine:

(A) If the proposed Reasonable Accommodation is covered under Section 504 and/or the Fair Housing
Act, or any other federal or state law; and

(B) Whether to approve the request, or recommend to the Executive Director an alternative
Reasonable Accommodation or denial. Any approval that would require Board action will first be
presented to the Executive Director.

(4) If not approved as requested or if the approval requires Board action, the request and
recommendation will then be sent to the Executive Director or their designee, resulting in one of the
following steps:

(A) The Executive Director adopts an alternative Reasonable Accommodation to the Requestor;

(B) The Executive Director concurs that Board action is necessary and presents the request and
recommendation at an ensuing Board meeting. The Executive Director can choose to include a
recommendation for or against the request; or

(E) The Executive Director denies the request. In the case of a denial, the Requestor can ask that their
request be placed on the agenda for the next available Board meeting for a final Board determination.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on an order adopting the repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.2 Department Complaint System to
the Department, an order adopting new §1.2 Department Complaint Process, and an order directing
their publication for adoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, pursuant to Tex. Gov't Code §2001.039, state agencies are required to
review a rule every four years to assess whether the reasons for initially adopting the
rule continue to exist;

WHEREAS, staff recommends to the Board that there is a continuing need for this rule
to exist, which is to continue to provide a clear process by which interested parties
may file complaints to the Department;

WHEREAS, the current rule relating to the handling of complaints is in need of
revisions to update definitions, clarify the applicability of the rule, improve the
organization of the rule, clarify what occurs upon receipt of a complaint including
when no contact information has been provided and when the complaint may involve
a reasonable accommodation request, and make other procedural and minor
revisions;

WHEREAS, such revisions are being proposed through the repeal of the current rule
and a simultaneous new rule to be proposed in its place; and

WHEREAS, such proposed rulemaking was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
cause the actions herein in the form presented to this meeting, to be published in the
Texas Register for adoption, and in connection therewith, make such non-substantive
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technical corrections as they may deem necessary to effectuate the foregoing
including any requested revisions to the preambles.

BACKGROUND

The Department last amended 10 TAC §1.2, Department Complaint System to the Department, in
September 2018.

Pursuant to Tex. Gov’t Code §2001.039, state agencies are required to review a rule every four years to
assess whether the reasons for initially adopting the rule continue to exist. Staff has determined that
there is a continuing need for this rule to exist, however revisions are recommended.

The revisions proposed: update definitions, clarify the applicability of the rule, improve the organization
of the rule, clarify what occurs upon receipt of a complaint including when no contact information has
been provided and when the complaint may involve a reasonable accommodation request, and make
other procedural and minor revisions. Additionally staff is revising the title of this rule from ‘Department
Complaint System to the Department’ to ‘Department Complaint Process.’

The rule, as proposed, was released for public comment from February 25, 2022, through March 25,
2022, and no comment was received.
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Attachment 1: Preamble, including required analysis, for repeal of 10 TAC Chapter 1, Administration,
Subchapter A, General Policies and Procedures, §1.2 Department Complaint System to the
Department

The Texas Department of Housing and Community Affairs (the Department) adopts the repeal of 10 TAC
Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.2 Department Complaint
System to the Department. The purpose of the repeal is to eliminate the current rule while replacing it
with a more current version of the rule.

Tex. Gov't Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the repeal would
be in effect:

1. The repeal does not create or eliminate a government program but relates to the process to be used
for persons wishing to file a complaint with the Department.

2. The repeal does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The repeal does not require additional future legislative appropriations.

4. The repeal will not result in an increase in fees paid to the Department, nor in a decrease in fees paid
to the Department.

5. The repeal is not creating a new regulation, except that it is being replaced by a new rule
simultaneously to provide for revisions.

6. The repeal will not expand or contract the applicability of an existing regulation.
7. The repeal will not increase or decrease the number of individuals subject to the rule’s applicability.
8. The repeal will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the repeal and determined that the repeal will not create an economic
effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The repeal does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal would be in effect there would be no economic effect
on local employment; therefore, no local employment impact statement is required to be prepared for
the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the repeal is in effect, the public benefit anticipated
as a result of the repealed and new sections would be an updated and more germane rule. There will
not be economic costs to individuals required to comply with the repealed section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the repeal is in effect, enforcing or administering the repeal does not
have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held from February 25, 2022, to
March 25, 2022, to receive input on the action. No comment was received.

STATUTORY AUTHORITY. The repeal is made pursuant to Tex. Gov't Code §2306.053, which authorizes
the Department to adopt rules. Except as described herein the proposed action affects no other code,

article, or statute.

§1.2 Department Complaint System to the Department
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Attachment 2: Preamble, including required analysis, for new 10 TAC Chapter 1, Administration,
Subchapter A, General Policies and Procedures, §1.2 Department Complaint Process

The Texas Department of Housing and Community Affairs (the Department) adopts new 10 TAC Chapter
1, Administration, Subchapter A, General Policies and Procedures, §1.2 Department Complaint Process
without changes. The purpose of the proposed rule is to: update definitions, clarify the applicability of
the rule, improve the organization of the rule, clarify what occurs upon receipt of a complaint including
when no contact information has been provided and when the complaint may involve a reasonable
accommodation request, and make other procedural and minor revisions.

Tex. Gov't Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.
Mr. Bobby Wilkinson has determined that, for the first five years the new section would be in effect:

1. The new section does not create or eliminate a government program but relates to the process to be
used for persons wishing to file a complaint with the Department.

2. The new section does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The new section does not require additional future legislative appropriations.

4. The new section will not result in an increase in fees paid to the Department, nor in a decrease in fees
paid to the Department.

5. The new section does not create a new regulation, except that it is replacing a section being repealed
simultaneously to provide for revisions.

6. The new section will not expand or contract an existing regulation.

7. The new section will not increase or decrease the number of individuals subject to the rule’s
applicability.

8. The new section will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the new section and determined that the action will not create an
economic effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The new section does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the new section as to its possible effect on local economies and has
determined that for the first five years the new section would be in effect there would be no economic
effect on local employment; therefore, no local employment impact statement is required to be
prepared for the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the new section is in effect, the public benefit
anticipated as a result of the new section would be an updated and more germane rule. There will not
be economic costs to individuals required to comply with the new section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the new section are in effect, enforcing or administering the rule does
not have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held from February 25, 2022, to
March 25, 2022, to receive input on the proposed action. No comment was received.

STATUTORY AUTHORITY. The new section is made pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules. Except as described herein the new section affects no other
code, article, or statute. The rule has been reviewed by legal counsel and found to be a valid exercise of
the agency’s legal authority.
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§1.2 Department Complaint Process

(a) Purpose. The purpose of this section is to establish the procedures by which complaints are filed with
the Department and how the Department handles those complaints under Department jurisdiction in
compliance with Tex. Gov't Code §2306.066, Tex. Gov't Code, Chapter 2105, Subchapter C, and 24 CFR
§91.115(h),as applicable.

(b) Definitions. The following words and terms, when used in this section, shall have the following
meanings, unless the context clearly indicates otherwise.

(1) Complainant--A Person filing a Complaint.

(2) Complaint--A complaint submitted to the Department in writing (via mailed letter, fax, email, or
submitted online through the Department website) from a person that believes the Department has the
authority to resolve the issue.

(3) Complaint Coordinator--Department employee designated by the Executive Director or their
designee to monitor the Public Complaint System and coordinate activities related to complaints.

(4) Complaint Liaison--the Department employee(s) designated by each division or program to handle
each division or program’s complaint-related issues.

(5) Department--The Texas Department of Housing and Community Affairs.

(6) Person--Any individual, other than an employee of the Department, and any partnership,
corporation, association, governmental subdivision, or public or private organization of any character.

(7) Public Complaint System--Department-created system used to track complaints received by the
Department.

(c) Applicability. Except as specifically adopted in whole or in part by rule or contractual provision this
rule is not applicable to:

(1) consumer complaints relating to manufactured housing which are alternatively addressed by §80.73
of this title relating to Manufactured Housing Procedures for Handling Consumer Complaints; and

(2) Complaints filed in association with temporary Department programs for which a separate
Complaint process has been established.

(d) Procedures.

(1) Complaint Submission. A Person who has a Complaint may submit such Complaint in writing to the
Department, which will be directed to a Complaint Coordinator. If an accommodation because of a
disability is needed in relation to the process of filing of a Complaint, the Person interested in filing the
Complaint should refer to 10 TAC §1.1, Reasonable Accommodation Requests to the Department; if
assistance is needed for non-English speaking persons, the Person interested in filing the Complaint
should access the Department's Language Assistance webpage (https://www.tdhca.state.tx.us/lap.htm).

(2) Upon receipt of a Complaint:

(A) A Complaint Coordinator will enter the complaint in the Public Complaint System.

(B) A Complaint Coordinator will review the Complaint and as needed, forward the Complaint to the
appropriate program or division Complaint Liaison(s).

(C) Notwithstanding any other provisions of this subsection, in the case of Complaints received by the
Department in which no method of contacting the Complainant was provided, the Complaint
Coordinator will close the Complaint in the Public Complaint System and provide a copy of the Complaint
to the applicable program or division for informational purposes only.

(D) A Complaint Coordinator may also identify whether a Complaint received involves a potential
Reasonable Accommodation request involving a Department recipient or property; in such cases the
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Complaint will be handled as provided for in §1.204 of this chapter relating to Reasonable
Accommodations.

(E) Complaints that have potential Fair Housing Act violations may, at the Department’s discretion, be
also referred to the Texas Workforce Commission’s Civil Rights Division.

(F) The Department will notify the Complainant of the status of the Complaint at least quarterly until
there is a disposition of the Complaint, which is the final determination; there is no further process
available, except as otherwise provided in state or federal law.

(3) A Complaint Liaison will research and evaluate the issues identified in the Complaint, and then
resolve and close the Complaint. The Complaint Liaison will enter in the Public Complaint System
summaries of each contact made with the Complainant and any actions taken leading to complaint
resolution. (4) The Complaint Coordinator may submit periodic summary reports or analysis to the
Executive Director or designee.

(5) The Department will provide to the Person filing the Complaint, and to each Person who is a subject
of the Complaint (to the extent contact information is available), a link to this rule, which serves as the
Department's policy and procedures relating to complaint investigation and resolution.

(6) The Department will either notify the Complainant of the resolution of the Complaint within 15
business days after the date the Complaint was received by the Department, or notify the Complainant,
within such period, of the date the Complainant can expect a response to the Complaint.

(7) Additional Complaints submitted by the same Complainant describing an issue which has previously
been closed, had a final resolution, and for which there is no substantively new information presented,
will be considered resolved by the Department. A letter to this effect will be sent to the Complainant by
the Department. In such cases, a new Complaint will not be opened in the system.

(8) An information file about each Complaint will be maintained. The file must include:

(A) the Complaint number;

(B) the name of the Complainant;

(C) the date the Complaint was received by the Department;

(D) the subject matter of the Complaint;

(E) the name of each Person contacted in relation to the Complaint, if applicable;

(F) a summary of the results of the review of the Complaint;

(G) the date the Complaint was closed; and

(H) an explanation of the final resolution of the Complaint including the reason the file was closed.

(9) A Complaint may be withdrawn by the Complainant at any time.

(10) A Complainant may request and receive from the Department copies of any documentation or
records collected by the Department with regard to the Complaint, subject to the Texas Public
Information Act.

(11) Adherence to these procedures is not required by the Department if another procedure is required
by law, or if the following of a procedure above would jeopardize an audit or Government investigation.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on the statutory four-year rule review ordering readoption
of 10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.4, Protest
Procedures for Contractors, and directing its publication for readoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, Tex. Gov't Code §2001.039 requires state agencies to review a rule every
four years to assess whether the reasons for initially adopting the rule continue to
exist;

WHEREAS, staff has assessed 10 TAC §1.4, Protest Procedures for Contractors, and
confirms that the reasons for the initial adoption of this rule continue to exist, which
is to comply with 34 TAC Chapter 20, Subchapter F, Division 3, the rules of the Texas
Comptroller of Public Accounts addressing procurement, which require state agencies
to adopt protest procedures consistent with the Comptroller's procedures;

WHEREAS, staff has evaluated the rule and recommends that no changes to the rule
as currently in effect are necessary, and as such staff is requesting Board approval to
readopt the rule as required by Tex. Gov’'t Code, §2001.039 as part of the four-year
rule review process; and

WHEREAS, such proposed action was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
adopt the action herein in the form presented to this meeting, for it to be published in
the Texas Register, and in connection therewith, make such non-substantive technical
corrections as they may deem necessary to effectuate the foregoing including any
requested revisions to the preambles.

BACKGROUND
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The Department last amended 10 TAC §1.4, Protest Procedures for Contractors, in September 2018.
Therefore, under Tex. Gov’'t Code §2001.039, which requires that state agencies review a rule every four
years to assess whether the reasons for initially adopting the rule continue to exist, the rule is due to be
evaluated in 2022. Staff has determined that there is a continuing need for this rule to exist and that no
revisions are currently warranted. The Secretary of State requires that even when no revisions are
proposed, the rule be released for a public comment period. Therefore, the rule was made available for
public comment from February 25, 2022, through March 25, 2022, and no comment was received.

Note that while the submission to the Texas Register does not require the text of the rule be included in
the submission or publication, staff has included the text of the rule for the Board’s convenience.
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Attachment 1: Notice of Adoption of Rule Review for 10 TAC Chapter 1, Administration, Subchapter A,
General Policies and Procedures, 10 TAC §1.4, Protest Procedures for Contractors

The Texas Department of Housing and Community Affairs (the Department) adopts its rule review for 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, 10 TAC §1.4, Protest
Procedures for Contractors. The purpose of the action is to conduct a rule review in accordance with
Tex. Gov't Code §2001.039, which requires a state agency to review its rules every four years.

The Department has determined that there continues to be a need for this rule, which is to comply with
34 TAC Chapter 20, Subchapter F, Division 3, the rules of the Texas Comptroller of Public Accounts
addressing procurement, which require state agencies to adopt protest procedures consistent with the
Comptroller's procedures. The Department has also determined that no changes to this rule as currently
in effect are necessary. This rule has been readopted which will be noted in the Texas Register's Review
of Agency Rules section without publication of the text.

SUMMARY OF PUBLIC COMMENT. Comments or questions about the rule review were accepted from
February 25, 2022, through March 25, 2022. No comment was received.
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Attachment 2: Text of Rule as Currently in Effect for 10 TAC §1.4, Protest Procedures for Contractors

(a) Purpose. The purpose of this rule provides for the Department's compliance with 34 TAC Chapter 20,
Subchapter F, Division 3, the rules of the Texas Comptroller of Public Accounts addressing procurement,
which require state agencies to adopt protest procedures consistent with the Comptroller's procedures.

(b) Definitions. The following words and terms, when used in this subchapter, shall have the following
meanings, unless the context clearly indicates otherwise.

(1) Board--The Governing Board of the Department.

(2) Department--The Texas Department of Housing and Community Affairs.

(3) Interested Parties-- All vendors who have submitted bids or proposals for the contract involved. A
list of interested parties is available upon request from the Department.

(4) Protest--A written objection submitted to the Department by any actual or prospective bidder,
offeror, or contractor who is aggrieved in connection with the solicitation, evaluation, or award of a
procurement contract by the Department.

(c) These procedures are for Department procurements only. Any actual or prospective bidder, offeror,
or contractor who is aggrieved in connection with a solicitation, evaluation, or award may formally
protest to the Department's Purchasing Officer.

(d) To be considered timely, the Protest must be filed in accordance with the requirements of 34 TAC
§20.535(b).

(e) To be considered complete, the Protest must be in writing, signed by an authorized representative,
notarized, and contain:

(1) a specific identification of the statutory or regulatory provision(s) that the Person submitting the
Protest alleges to have been violated;

(2) a specific description of each act made by the Department that the Person submitting the Protest
alleges to have been violated specified in the statutory or regulatory provision(s) identified in paragraph
(1) of this Subsection;

(3) a precise statement of the relevant facts including:

(A) sufficient documentation to establish that the Protest has been timely filed;
(B) a description of the adverse impact to the Department or the state; and
(C) a description of the resulting adverse impact to the protesting vendor;

(4) a statement of the argument and authorities that the Person submitting the Protest offers in support
of the Protest;

(5) an explanation of the subsequent action the Person submitting the Protest is requesting; and

(6) except for a Protest that concerns the solicitation documents or actions associated with the
publication of solicitation documents, a statement confirming that copies of the Protest have been
mailed or delivered to other identifiable Interested Parties.

(f) The Purchasing Officer shall have the initial authority to settle and resolve the Dispute concerning the
solicitation or award of a contract. The Purchasing Officer may dismiss the Protest if it is not timely filed
or does not meet the requirements of this section. The Purchasing Officer may solicit written responses
to the Protest from other Interested Parties.
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(g) If the Protest is not resolved by mutual agreement, the Purchasing Officer will provide a written
recommendation to the Department's Executive Director.

(h) The Executive Director shall issue a final written determination on the Protest within 15 calendar
days after receipt of the Purchasing Officer's recommendation in accordance with the requirements of
34 TAC §20.537(c).

(i) In the alternative, the Executive Director may, in his or her discretion, refer the matter to the
Department's Governing Board for their consideration at a regularly scheduled meeting. The decision of
the Board shall be final.

(j) A protesting party may appeal the determination of the Executive Director under Subsection (g) of
this section to the Department's Governing Board. An appeal of the Executive Director's determination
must be in writing and received by the Purchasing Officer not later than 10 calendar days after the date
the Executive Director sent written notice of their determination. The scope of the appeal shall be limited
to review of the Executive Director's determination. The protesting party must mail or deliver to all other
interested parties a copy of the appeal, which must contain a certified statement that such copies have
been provided.

(1) The appeal will be presented for consideration at the next regularly scheduled meeting of the
Governing Board. The decision of the Governing Board shall be final.

(2) An appeal that is not filed timely shall not be considered unless good cause for delay is shown in
writing relating to issues that are significant to agency procurement practices or procedures, or the
Department's General Counsel makes such a determination.

(k) All documents collected by the Department as part of a solicitation, evaluation, and/or award of a
contract shall be retained with the procurement file according to Department's Records Retention
Schedule.

(I) The Department reserves all of its rights under 34 TAC §20.536. The Department may award a

solicitation or award without delay, in spite of a timely filed Protest, to protect the best interests of the
state.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on the statutory four-year rule review ordering readoption
of 10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.6, Historically
Underutilized Businesses, and directing its publication for readoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, Tex. Gov't Code §2001.039 requires state agencies to review a rule every
four years to assess whether the reasons for initially adopting the rule continue to
exist;

WHEREAS, staff has assessed 10 TAC §1.6, Historically Underutilized Businesses, and
confirms that the reasons for the initial adoption of this rule continue to exist, which
is to encourage the use of Historically Underutilized Businesses (HUBs) in the
Department's procurement processes and to comply with Tex. Gov't Code §2161.003,
which requires that the Department adopt the Texas Comptroller of Public Accounts
HUB Program rules;

WHEREAS, staff has evaluated the rule and recommends that no changes to the rule
as currently in effect are necessary, and as such staff is requesting Board approval to
submit the adoption of the rule as required by Tex. Gov’t Code, §2001.039 as part of
the four-year rule review process; and

WHEREAS, such proposed action was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
cause the action herein in the form presented to this meeting, to be published in the
Texas Register for adoption, and in connection therewith, make such non-substantive
technical corrections as they may deem necessary to effectuate the foregoing
including any requested revisions to the preambles.
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BACKGROUND

The Department last amended 10 TAC §1.6, Historically Underutilized Businesses, in September 2018.
Therefore, under Tex. Gov’'t Code §2001.039, which requires that state agencies review a rule every four
years to assess whether the reasons for initially adopting the rule continue to exist, the rule is due to be
evaluated in 2022. Staff has determined that there is a continuing need for this rule to exist and that no
revisions are currently warranted. The Secretary of State requires that even when no revisions are
proposed, the rule be released for a public comment period. Therefore, the rule was made available for
public comment from February 25, 2022, through March 25, 2022. No comment was received.

Note that while the submission to the Texas Register does not require the text of the rule be included in
the submission or publication, staff has included the text of the rule for the Board’s convenience.

Page 2 of 4



Attachment 1: Notice of Rule Review for 10 TAC Chapter 1, Administration, Subchapter A, General
Policies and Procedures, 10 TAC §1.6, Historically Underutilized Businesses

The Texas Department of Housing and Community Affairs (the Department) files this adoption of rule
review for 10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, 10 TAC
§1.6, Historically Underutilized Businesses. The purpose of the action is to conduct a rule review in
accordance with Tex. Gov't Code §2001.039, which requires a state agency to review its rules every four
years.

At this time, the Department has determined that there continues to be a need for this rule, which is to
encourage the use of Historically Underutilized Businesses (HUBs) in the Department's procurement
processes and to comply with Tex. Gov't Code §2161.003, which requires that the Department adopt the
Texas Comptroller of Public Accounts HUB Program rules. The Department has also determined that no
changes to this rule as currently in effect are necessary. This rule has been readopted and will be noted
in the Texas Register's Review of Agency Rules section without publication of the text.

SUMMARY PUBLIC COMMENT. Comments or questions regarding the rule review were open to be
submitted from February 25, 2022, through March 25, 2022. No comment was received.
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Attachment 2: Text of Rule as Currently in Effect for 10 TAC §1.6, Historically Underutilized Businesses

It is the policy of the Department to encourage the use of Historically Underutilized Businesses ("HUB")
in the Department's procurement processes. The purpose of the HUB program is to promote full and
equal business opportunities for all businesses in an effort to remedy disparity in state procurement and
contracting in accordance with the HUB goals specified in the 2009 State of Texas Disparity Study. As
required by Tex. Gov't Code §2161.003, the Department adopts the Texas Comptroller of Public Accounts
("Comptroller") HUB Program rules at 34 TAC §§20.281 - 20.298 (relating to Historically Underutilized
Business Program, and as may be amended by the Comptroller so far as the amendments are
implementing Tex. Gov't Code §2161.003), which describe the minimum steps and requirements to be
undertaken by the Comptroller and state agencies to fulfill the state's HUB policy, and attain aspirational
goals identified in the Texas Disparity Study.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on the statutory four-year rule review ordering readoption
for 10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.12, Negotiated
Rulemaking, and directing its publication for readoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, Tex. Gov't Code §2001.039 requires state agencies to review a rule every
four years to assess whether the reasons for initially adopting the rule continue to
exist;

WHEREAS, staff has assessed 10 TAC §1.12, Negotiated Rulemaking, and confirms that
the reasons for the initial adoption of this rule continue to exist, which is to satisfy
Tex. Gov't Code §2306.082, which requires the Department to encourage negotiated
rulemaking;

WHEREAS, staff has evaluated the rule and recommends that no changes to the rule
as currently in effect are necessary, and as such staff is requesting Board approval to
submit the readoption of the rule as required by Tex. Gov’'t Code §2001.039 as part of
the four-year rule review process; and

WHEREAS, such proposed action was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
adopt the action herein in the form presented to this meeting, for it to be published in
the Texas Register, and in connection therewith, make such non-substantive technical
corrections as they may deem necessary to effectuate the foregoing including any
requested revisions to the preambles.
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BACKGROUND

The Department last amended 10 TAC §1.12, Negotiated Rulemaking, in September 2018. Therefore,
under Tex. Gov't Code §2001.039, which requires that state agencies review a rule every four years to
assess whether the reasons for initially adopting the rule continue to exist, the rule is due to be evaluated
in 2022. Staff has determined that there is a continuing need for this rule to exist and that no revisions
are currently warranted. The Secretary of State requires that even when no revisions are proposed, the
rule be released for a public comment period. The rule was made available for public comment from
February 25, 2022, through March 25, 2022, and no comment was received.

Note that while the submission to the Texas Register does not require the text of the rule be included in
the submission or publication, staff has included the text of the rule for the Board’s convenience.
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Attachment 1: Notice of Rule Review for 10 TAC Chapter 1, Administration, Subchapter A, General
Policies and Procedures, §1.12 Negotiated Rulemaking

The Texas Department of Housing and Community Affairs (the Department) files this notice of rule
review for 10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.12
Negotiated Rulemaking. The purpose of the action is to conduct a rule review in accordance with Tex.
Gov't Code §2001.039, which requires a state agency to review its rules every four years.

At this time, the Department has determined that there continues to be a need for this rule, which is to
satisfy Tex. Gov't Code, §2306.082, which requires the Department to encourage negotiated rulemaking.
The Department has also determined that no changes to this rule as currently in effect are necessary.
This rule has been readopted, which will be noted in the Texas Register's Review of Agency Rules section
without publication of the text.

SUMMARY OF PUBLIC COMMENT. Comments or questions in response to this notice of rule review could
be submitted from February 25, 2022, through March 25, 2022. No comments were received.
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Attachment 2: Text of Rule as Currently in Effect for 10 TAC §1.12, Negotiated Rulemaking

(a) Purpose. In accordance with Tex. Gov't Code §2306.082, the Department encourages the use of
negotiated rulemaking procedures for the adoption of Department rules. Tex. Gov't Code Chapter 2008
describes the procedures for negotiated rulemaking including appointment of a convener; publishing
notice of proposed negotiated rulemaking and requesting comments on the proposal; appointing a
negotiated rulemaking committee; appointing an impartial third party facilitator; and proposing the
resulting draft rule for public comment.

(b) Request for Negotiated Rulemaking Process.

(1) Any person or organization that would like for the Department to use negotiated rulemaking for the
adoption of a Department rule may submit such a request to the Department's Board Secretary. The
proposal must identify: the rule proposed for negotiated rulemaking, potential participants for the
negotiated rulemaking committee, possible third party facilitators, and a suggested timeline for the
process. The Department may also on its own propose to use negotiated rulemaking.

(2) In determining whether a proposed negotiated rulemaking is appropriate in a particular situation,
the Department and interested parties may consider any relevant factors, including:

(A) The number of identifiable interests that would be significantly affected by the proposed rule;

(B) The probability that those interests would be adequately represented in a negotiated rulemaking;

(C) The probable willingness and authority of the representatives of affected interests to negotiate in
good faith;

(D) The probability that a negotiated rulemaking committee would reach a unanimous or a suitable
general consensus on the proposed rule;

(E) The probability that negotiated rulemaking will not unreasonably delay notice and eventual
adoption of the proposed rule;

(F) The adequacy of agency and public resources to participate in negotiated rulemaking; and

(G) The probability that the negotiated rulemaking committee will provide a balanced representation
among all interested and affected parties. (Tex. Gov't Code §2008.052(d)).

(3) The Department generally will respond to the request within seven calendar days. If the negotiated
rulemaking is not pursued, the Department will provide the party making the request with an
explanation for the basis of the decision.

(c) If the Department decides to proceed with a negotiated rulemaking, it shall follow the process
outlined in Tex. Gov't Code Chapter 2008 and costs associated with the negotiated rulemaking process
will be handled as specified in Tex. Gov't Code §2008.003.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on an order adopting the repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.13 Contested Case Hearing
Procedures, an order adopting new §1.13 Contested Case Hearing Procedures, and directing their
publication for adoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, pursuant to Tex. Gov't Code §2001.039, state agencies are required to
review a rule every four years to assess whether the reasons for initially adopting the
rule continue to exist;

WHEREAS, staff recommends to the Board that there is a continuing need for this rule
to exist, which is to provide clear procedures for contested case hearings;

WHEREAS, the current rule relating to contested case hearings is in need of revisions
to improve clarity, revise how notice will be served, and to denote that a hearing may
be initiated at the request of the Board;

WHEREAS, such revisions are being proposed through the repeal of the current rule
and a simultaneous new rule to be proposed in its place; and

WHEREAS, such proposed rulemaking was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
cause the proposed actions herein in the form presented to this meeting, to be
published in the Texas Register for adoption and in connection therewith, make such
non-substantive technical corrections as they may deem necessary to effectuate the
foregoing including any requested revisions to the preambles.
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BACKGROUND

The Department last amended 10 TAC §1.13, Contested Case Hearing Procedures, in September 2018.
Pursuant to Tex. Gov’t Code §2001.039, state agencies are required to review a rule every four years to
assess whether the reasons for initially adopting the rule continue to exist. Staff has determined that
there is a continuing need for this rule to exist, however revisions are recommended.

The revisions proposed improve clarity, revise how notice will be served, and denote that a hearing may

be initiated at the request of the Board. The rule, as proposed, was released for public comment from
February 25, 2022, through March 25, 2022, and no comment was received.
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Attachment 1: Preamble, including required analysis, for adoption of repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.13 Contested Case Hearing
Procedures

The Texas Department of Housing and Community Affairs (the Department) adopts the repeal of 10 TAC
Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.13 Contested Case Hearing
Procedures. The purpose of the repeal is to eliminate the current rule while replacing it with a more
current version of the rule.

Tex. Gov't Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the repeal would
be in effect:

1. The repeal does not create or eliminate a government program but relates to the procedures to be
used in the case of contested case hearings.

2. The repeal does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The repeal does not require additional future legislative appropriations.

4. The repeal will not result in an increase in fees paid to the Department, nor in a decrease in fees paid
to the Department.

5. The repeal is not creating a new regulation, except that it is being replaced by a new rule
simultaneously to provide for revisions.

6. The repeal will not expand or contract the applicability of an existing regulation.
7. The repeal will not increase or decrease the number of individuals subject to the rule’s applicability.
8. The repeal will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the repeal and determined that the repeal will not create an economic
effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The repeal does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal would be in effect there would be no economic effect
on local employment; therefore, no local employment impact statement is required to be prepared for
the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the repeal is in effect, the public benefit anticipated
as a result of the repealed and new sections would be a more clear rule. There will not be economic
costs to individuals required to comply with the repealed section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the repeal is in effect, enforcing or administering the repeal does not
have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held February 25, 2022, to March 25,
2022, to receive input on the proposed action and no comment was received.

STATUTORY AUTHORITY. The repeal is made pursuant to Tex. Gov't Code §2306.053, which authorizes
the Department to adopt rules. Except as described herein the proposed action affects no other code,

article, or statute.

§1.13 Contested Case Hearing Procedures
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Attachment 2: Preamble, including required analysis, for adoption of new 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.13 Contested Case Hearing
Procedures

The Texas Department of Housing and Community Affairs (the Department) adopts new 10 TAC Chapter
1, Administration, Subchapter A, General Policies and Procedures, §1.13 Contested Case Hearing
Procedures. The purpose of the new rule is to improve clarity, revise how notice will be served, and to
denote that a hearing may be initiated at the request of the Board.

Tex. Gov't Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.
Mr. Bobby Wilkinson has determined that, for the first five years the new section would be in effect:

1. The new section does not create or eliminate a government program but relates to the procedures to
be used in the case of contested case hearings.

2. The new section does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The new section does not require additional future legislative appropriations.

4. The new section will not result in an increase in fees paid to the Department, nor in a decrease in fees
paid to the Department.

5. The new section does not create a new regulation, except that it is replacing a section being repealed
simultaneously to provide for revisions.

6. The new section will not expand or contract an existing regulation.

7. The new section will not increase or decrease the number of individuals subject to the rule’s
applicability.

8. The new section will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the new section and determined that the action will not create an
economic effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The new section does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the new section as to its possible effect on local economies and has
determined that for the first five years the new section would be in effect there would be no economic
effect on local employment; therefore, no local employment impact statement is required to be
prepared for the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the new section is in effect, the public benefit
anticipated as a result of the new section would be a more clear rule. There will not be economic costs
to individuals required to comply with the new section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the new section are in effect, enforcing or administering the rule does
not have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held February 25, 2022, to March 25,
2022, to receive input on the proposed action and no comment was received.

STATUTORY AUTHORITY. The new section is adopted pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules. Except as described herein the proposed new section affects
no other code, article, or statute. The rule has been reviewed by legal counsel and found to be a valid
exercise of the agency’s legal authority.
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§1.13 Contested Case Hearing Procedures

(a) Purpose. The purpose of this section is to provide procedures for contested case hearings. This section
does not apply to matters such as appeals to the Board of staff decisions or waivers, and this section
does not in itself create any right to a contested case hearing, but merely provides the process to be
used for contested case hearings that are otherwise expressly provided for by law or rule.

(b) SOAH Designation. The Governing Board (the Board) of the Texas Department of Housing and
Community Affairs (the Department) designates the State Office of Administrative Hearings (SOAH) to
hold all contested case hearings on the Board's behalf.

(c) Initiation of Hearing.

(1) Upon request from the Board or upon receipt of a pleading or other document that is intended to
initiate a contested case proceeding, the Department shall determine if a contested case hearing is
indicated under the relevant statutory provisions and rules. If so, staff will mark the file as a pending
proceeding and refer the matter to SOAH for hearing generally within 45 calendar days, or such other
lesser time as an applicable state or federal statute, rule, or regulation may require. The Department will
notify the opposing party of any delay.

(2) SOAH shall acquire jurisdiction over a case when the Department completes and files a Request to
Docket Case form or other form acceptable to SOAH, together with the notice of report to the Board
required under Tex. Gov't. Code §2306.043 or other pertinent documents giving rise to the case. Once
SOAH acquires jurisdiction, all subsequent documents created, sent, or received in connection with the
proceeding that SOAH requires to be filed with it are to be filed with SOAH, with appropriate service
upon the opposing party in accordance with this section and the rules of SOAH.

(3) Except upon a showing of good cause or as an applicable statute or federal regulation may require,
all contested case hearings in which the Department is a party shall be held at the location so determined
by SOAH.

(4) Nothing in this subchapter shall in any way limit, alter, or abridge the ability of the Department to
enter into mediation or alternative dispute resolution at any time prior to or after the holding of the
administrative hearing but prior to the adoption by the Board of a final order.

(d) Service of Notice of Hearing, Pleadings and Other Documents on Parties.

(1) Service of a notice of hearing or of pleadings or other documents shall be made electronically using
the EFileTexas system (found at efiletexas.gov). If EFileTexas is not available to a party, hand delivery,
courier-receipted delivery, regular first class mail or certified mail to the party's last known address as
shown on the Department's records, in accordance with §1.22 of this Title (relating to Providing Contact
Information to the Department) shall be used.

(2) Service of pleadings and other documents shall be made in any manner provided for in SOAH rules.

(e) Proposal for Decision.

(1) After the conclusion of a hearing, the Administrative Law Judge (ALJ) shall prepare and serve on the
parties a proposal for decision that includes the ALJ's findings of fact and conclusions of law, as modified
by the ALJ's addressing of any exceptions and replies to exceptions timely filed with the ALJ in accordance
with Tex. Gov't. Code §2001.062 and SOAH rules. The Executive Director shall place the proposal for
decision and a proposed final order on the Board's agenda for discussion and possible action at a
subsequent meeting of the Board.
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(2) At a meeting of the Board where the proposed final order may be adopted, parties may provide
testimony based on the record only, for changes to the proposal for decision or the proposed final order.
No new evidence shall be submitted at the Board meeting. The Board may, on its own motion, remand
to SOAH for any additional fact finding it determines is necessary, or, the Board may change a finding of
fact or conclusion of law made by the ALJ, but only for reasons stated in Tex. Gov't. Code §2001.058(e).
The Board may adopt a final order if it finds that the findings of fact and conclusions of law are supported
by the evidence. Motions for rehearing may be filed and served in accordance with the Tex. Gov't. Code
Chapter 2001 and the rules of SOAH.

(f) Disposition of Contested Cases on a Default Basis.

(1) In contested cases where the party not bearing the burden of proof at the hearing fails to appear,
the ALJ may issue an order finding that adequate notice has been given, deeming factual allegations in
the notice of hearing admitted, if appropriate, conditionally dismissing the case from the SOAH docket,
and conditionally remanding the case to TDHCA for disposition on a default basis. Pursuant to SOAH
rules, a party has 15 calendar days after the issuance of a conditional order of dismissal and remand to
file with SOAH a motion to set aside the order of dismissal and remand. On the sixteenth day after
issuance, if no motion to set aside has been timely filed or if such a motion to set aside is not granted
within the time limits provided for in SOAH's rules, the conditional order of dismissal and remand
becomes final.

(2) When the order of dismissal and remand is final, the Executive Director shall prepare a proposed
order for the Board's action containing findings of fact, as set forth in the notice of hearing, conclusions
of law, and granting the relief requested by staff. The matter shall be placed on the Board's agenda for
discussion and possible action at a subsequent meeting. Although public testimony is allowed, argument
and evidence on the merits will not be considered at the Board meeting. Motions for rehearing shall be
filed and served in accordance with Tex. Gov't. Code Chapter 2001 and the rules of SOAH.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on the statutory four-year rule review ordering readoption
of 10 TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.17, Alternative
Dispute Resolution, and directing its publication for readoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, Tex. Gov't Code §2001.039 requires state agencies to review a rule every
four years to assess whether the reasons for initially adopting the rule continue to
exist;

WHEREAS, staff has assessed 10 TAC §1.17, Alternative Dispute Resolution, and
confirms that the reasons for the initial adoption of this rule continue to exist, which
is to satisfy Tex. Gov't Code §2306.082, which requires the Department to encourage
the use of alternative dispute resolution procedures;

WHEREAS, staff has evaluated the rule and recommends that no changes to the rule
as currently in effect are necessary, and as such staff is requesting Board approval to
readopt the rule as required by Tex. Gov't Code §2001.039 as part of the four-year
rule review process; and

WHEREAS, such proposed action will be published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
adopt the action herein in the form presented to this meeting, to be published in the
Texas Register, and in connection therewith, make such non-substantive technical
corrections as they may deem necessary to effectuate the foregoing including any
requested revisions to the preambles.
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BACKGROUND

The Department last amended 10 TAC §1.17, Alternative Dispute Resolution, in September 2018.
Therefore, under Tex. Gov't Code §2001.039, which requires that state agencies review a rule every
four years to assess whether the reasons for initially adopting the rule continue to exist, the rule is due
to be evaluated in 2022. Staff has determined that there is a continuing need for this rule to exist and
that no revisions are currently warranted. The Secretary of State requires that even when no revisions
are proposed, the rule be released for a public comment period. Therefore, the rule was made
available for public comment from February 25, 2022, through March 25, 2022, and no comment was
received.

Note that while the submission to the Texas Register does not require the text of the rule be included in
the submission or publication, staff has included the text of the rule for the Board’s convenience.
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Attachment 1: Notice of Adoption of Rule Review for 10 TAC Chapter 1, Administration, Subchapter
A, General Policies and Procedures, §1.17, Alternative Dispute Resolution

The Texas Department of Housing and Community Affairs (the Department) adopts its rule review for 10
TAC Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.17, Alternative
Dispute Resolution. The purpose of the action is to conduct a rule review in accordance with Tex. Gov't
Code §2001.039, which requires a state agency to review its rules every four years.

At this time, the Department has determined that there continues to be a need for this rule, which is to
satisfy Tex. Gov't Code, §2306.082, which requires the Department to encourage alternative dispute
resolution procedures. The Department has also determined that no changes to this rule as currently in
effect are necessary. This rule has been readopted which will be noted in the Texas Register's Review of
Agency Rules section without publication of the text.

SUMMARY OF PUBLIC COMMENT. Comments or questions about the rule review were accepted from
February 25, 2022, through March 25, 2022. No comment was received.
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Attachment 2: Text of Rule as Currently in Effect for 10 TAC §1.17, Alternative Dispute Resolution

(a) Purpose. In accordance with Tex. Gov't Code, §2306.082, and as authorized by Tex. Gov't Code,
§2009.051(c), the Department encourages the use of appropriate Alternative Dispute Resolution ("ADR")
procedures under Tex. Gov't Code, Chapter 2009 to assist in the fair and expeditious resolution of
internal and external disputes under the Department's jurisdiction. These ADR procedures are intended
to work in conjunction with the guidelines and rules of the State Office of Administrative Hearings found
at Tex. Gov't Code, Chapter 2001; 1 TAC Part 7, Chapter 155; and with Chapter 154, Civil Practice and
Remedies Code.

(b) Definitions. For purposes of this rule, terms used herein shall have the following meaning:

(1) Alternative Dispute Resolution ("ADR")--a procedure or combination of procedures described in
Chapter 154, Civil Practice and Remedies Code.

(2) Dispute Resolution Coordinator--One or more trained persons employed by the Department, who
may not be in the Legal Division, designated by the Executive Director to coordinate and process requests
for the ADR procedures.

(3) Mediation--a dispute resolution procedure in which an impartial person, the mediator, facilitates
communication between the parties to promote reconciliation, settlement, or understanding among
them. The mediator may not impose his or her own judgment on the issues for that of the parties
(§154.023(a) and (b), Texas Civil Practice and Remedies Code).

(4) Impartial third party--A person who meets the qualifications and conditions of Tex. Gov't Code
§2009.053. An Impartial Third Party must possess the qualifications required under the Texas Civil
Practice and Remedies Code §154.052 (a minimum of 40 classroom hours of training in dispute
resolution techniques), is subject to the standards and duties prescribed by Texas Civil Practice and
Remedies Code §154.053 and has the qualified immunity prescribed by Texas Civil Practice and Remedies
Code §154.055 for volunteer third parties not receiving compensation in excess of expenses, if
applicable. (Tex. Gov't Code §2009.053(d)).

(c) Preliminary Considerations.

(1) The Department encourages communication between Department staff and applicants to the
Department programs, and other interested persons, to exchange information and informally resolve
disputes.

(2) The Department has appeal procedures found at 10 TAC §1.7, and at 10 TAC §10.902. ADR
procedures supplement and do not limit any available procedure for the resolution of disputes (Tex.
Gov't Code §2009.052(a)). Pursuing an ADR procedure does not suspend or delay application, appeal, or
other deadlines. For example, if a tax credit applicant desires to appeal a Department decision using the
procedures promulgated under §2306.6715 and also desires to pursue an ADR procedure, the applicant
may independently pursue the two procedures. Each procedure will proceed independently of the other.
However, ADR does not suspend any statutory deadlines or grant any additional authority to resolve
issues beyond statute.

(3) Consistent with Tex. Gov't Code §2306.082(e), the ADR procedure must be requested before the
Department's Board makes a final decision on an issue.

(4) Consistent with Tex. Gov't Code §2306.082(f), the ADR procedure may not be used to unnecessarily
delay an appeal proceeding, or other deadline.
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(d) Appropriateness of ADR
(1) Assessment of the Dispute. In determining whether an ADR procedure is appropriate, the parties to
the dispute, including the Department, should consider the following factors:

(A) whether direct discussions and negotiations between the parties have been unsuccessful and/or
the parties believe there is a misunderstanding involving the facts or interpretations that could be
improved with the assistance of an Impartial Third Party;

(B) whether the use of ADR potentially could use fewer resources and take less time than other
available procedures, and that there is a reasonable likelihood that the use of ADR will result in an
agreement to resolve the dispute;

(C) whether there is a reasonable likelihood that the use of ADR will result in an agreement to resolve
the dispute, and there are potential remedies or solutions that are only available through ADR; and/or

(D) whether the need for a final decision with precedential value is less important than other
considerations. (Nothing herein should be construed as creating a presumption that a final decision
establishes binding precedent in any given manner).

(2) The parties may also consider additional factors found in the State Office of Administrative Hearings'
ADR Model Guidelines for assessing whether a dispute is appropriate for mediation.

(3) Independent of any proposal from interested parties outside the Department, the Department may
propose using ADR procedures to interested parties to try to resolve a dispute.

(e) ADR Process

(1) Any applicant for Department programs or other interested person may request the use of an ADR
procedure to attempt to resolve a dispute with the Department. The ADR request must be submitted in
writing to the Department's Dispute Resolution Coordinator at the mailing address or email address
listed on the Department's website. The request for ADR must state the nature of the dispute, the parties
involved, any pertinent or impending deadlines, whether all parties agree to refer the dispute to ADR,
proposed times and locations, and the preferred type of ADR procedure.

(2) If an applicant or other interested person is uncertain whether to propose the possible use of ADR
or is uncertain about any particular aspect of a possible proposal, they should contact the Department's
Dispute Resolution Coordinator to discuss the matter.

(3) The ADR Coordinator will notify the person requesting the ADR procedure that an ADR decision is
not binding on the state and that the Department will mediate in good faith.

(4) The ADR Coordinator will provide copies of the request received, and all other materials received,
to any other parties to the dispute.

(5) The Dispute Resolution Coordinator shall provide a copy of the ADR request to the Executive Director
and General Counsel and other applicable internal parties.

(6) The Dispute Resolution Coordinator will assess whether ADR would assist in fairly and expeditiously
resolving the dispute and will notify all affected parties within seven calendar days of receiving an ADR
request of one of the following determinations:

(A) If the parties, including the Department, cannot agree on whether an ADR procedure should be
used or on the particulars of the ADR procedure, the Dispute Resolution Coordinator will notify both
parties that agreement to utilize ADR could not be reached;

(B) If the Dispute Resolution Coordinator determines not to refer the dispute to ADR, the Dispute
Resolution Coordinator shall state the reasons in writing; or

(C) If the Dispute Resolution Coordinator decides to refer the dispute to ADR, the date for the selected
ADR process will be included in the notice.
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(f) Selection of Mediator or Impartial Third Party.

(1) The Department designates the State Office of Administrative Hearings ("SOAH") as the primary
mediator for Department ADR requests as required by Tex. Gov't Code §2306.082(b).

(2) If the Department and SOAH agree to utilize an Impartial Third Party other than one so designated
through SOAH, an Impartial Third Party will be identified.

(3) The selection of an Impartial Third Party is subject to the approval of the parties to the dispute. If
the parties do not suggest potential third parties, the Dispute Resolution Coordinator will provide a list
of potential third parties from which to choose. If all parties agree to use an Impartial Third Party who
charges for ADR services, then the costs for the Impartial Third Party shall be apportioned equally among
all parties, unless otherwise agreed by the parties.

(g) Voluntary Agreement. All parties participating must have the authority to reach an agreement to
make a final recommendation to resolve the dispute. The Executive Director will abide by an agreed
upon solution to the dispute and either approve that agreement or offer that recommendation to the
Board, if Board authorization is needed. The decision to reach agreement is voluntary. If the parties reach
a resolution and execute a written agreement, the agreement is enforceable in the same manner as any
other written agreement of the same nature with the State. A written agreement to which the
Department is a signatory resulting from an ADR procedure must be approved by the appropriate
authority.

(h) A written agreement to which the Department is a signatory resulting from an ADR procedure is
subject to Tex. Gov't Code Chapter 552 concerning open records.

(i) Confidentiality of Records and Communications. The confidentiality of the communications, records,
conduct, and demeanor of an impartial third party and parties in an ADR procedure are governed by Tex.
Gov't Code §2009.054.

(j) The Department may share the results of its ADR process with other governmental bodies, and with
the Center for Public Policy Dispute Resolution at the University of Texas School of Law, which may
collect and analyze the information and report its conclusions and useful information to governmental
bodies and the legislature.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on an order adopting the repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of Financial
Assistance, an order adopting new §1.19 Reallocation of Financial Assistance, and an order directing
their publication for adoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, pursuant to Tex. Gov't Code §2001.039, state agencies are required to
review a rule every four years to assess whether the reasons for initially adopting the
rule continue to exist;

WHEREAS, staff recommends to the Board that there is a continuing need for this rule
to exist, which is to provides the policy for the reallocation of financial assistance,
including assistance related to bonds, administered by the Department if the
Department's obligation with respect to that assistance is prematurely terminated;

WHEREAS, the current rule relating to reallocation of financial assistance is in need of
revisions to add to the list of circumstances in which reallocation may be warranted,
to clarify the documents that may address deobligation and reallocation, and to make
other minor non-substantive revisions;

WHEREAS, such revisions are being proposed through the repeal of the current rule
and a simultaneous new rule to be adopted in its place; and

WHEREAS, such proposed rulemaking was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
cause the actions herein in the form presented to this meeting, to be published in the
Texas Register for adoption, and in connection therewith, make such non-substantive
technical corrections as they may deem necessary to effectuate the foregoing
including any requested revisions to the preambles.
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BACKGROUND

The Department last amended 10 TAC §1.19, Reallocation of Financial Assistance, in September 2018.
Pursuant to Tex. Gov’t Code §2001.039, state agencies are required to review a rule every four years to
assess whether the reasons for initially adopting the rule continue to exist. Staff has determined that
there is a continuing need for this rule to exist, however revisions are recommended.

The revisions proposed add to the list of circumstances in which reallocation may be warranted, to clarify
the documents that may address deobligation and reallocation, and make other minor non-substantive

revisions.

The rule, as proposed, was released for public comment from February 25, 2022, through March 25,
2022, and no comment was received.
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Attachment 1: Preamble, including required analysis, for adoption of repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of Financial
Assistance

The Texas Department of Housing and Community Affairs (the Department) adopts the repeal of 10 TAC
Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of
Financial Assistance. The purpose of the repeal is to eliminate the current rule while replacing it with a
more current version of the rule.

Tex. Gov’'t Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the repeal would
be in effect:

1. The repeal does not create or eliminate a government program but relates to how the Department
will reallocate financial assistance.

2. The repeal does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The repeal does not require additional future legislative appropriations.

4. The repeal will not result in an increase in fees paid to the Department, nor in a decrease in fees paid
to the Department.

5. The repeal is not creating a new regulation, except that it is being replaced by a new rule
simultaneously to provide for revisions.

6. The repeal will not expand or contract the applicability of an existing regulation.
7. The repeal will not increase or decrease the number of individuals subject to the rule’s applicability.
8. The repeal will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the repeal and determined that the repeal will not create an economic
effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The repeal does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal would be in effect there would be no economic effect
on local employment; therefore, no local employment impact statement is required to be prepared for
the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the repeal is in effect, the public benefit anticipated
as a result of the repealed and new sections would be an updated and more germane rule. There will
not be economic costs to individuals required to comply with the repealed section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the repeal is in effect, enforcing or administering the repeal does not
have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held February 25, 2022, to March 25,
2022, to receive input on the proposed action. No comments were received.

STATUTORY AUTHORITY. The repeal is adopted pursuant to Tex. Gov't Code §2306.053, which authorizes
the Department to adopt rules. Except as described herein the action affects no other code, article, or

statute.

§1.19 Reallocation of Financial Assistance
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Attachment 2: Preamble, including required analysis, for adoption of new 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of Financial
Assistance

The Texas Department of Housing and Community Affairs (the Department) adopts new 10 TAC Chapter
1, Administration, Subchapter A, General Policies and Procedures, §1.19 Reallocation of Financial
Assistance. The purpose of the rule is to: add to the list of circumstances in which reallocation may be
warranted, to clarify the documents that may address deobligation and reallocation, and to make other
administrative clarifications.

Tex. Gov’'t Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.
Mr. Bobby Wilkinson has determined that, for the first five years the new section would be in effect:

1. The new section does not create or eliminate a government program but relates to how the
Department will reallocate financial assistance.

2. The new section does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The new section does not require additional future legislative appropriations.

4. The new section will not result in an increase in fees paid to the Department, nor in a decrease in fees
paid to the Department.

5. The new section does not create a new regulation, except that it is replacing a section being repealed
simultaneously to provide for revisions.

6. The new section will not expand or contract an existing regulation.

7. The new section will not increase or decrease the number of individuals subject to the rule’s
applicability.

8. The new section will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the new section and determined that the action will not create an
economic effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The new section does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the new section as to its possible effect on local economies and has
determined that for the first five years the new section would be in effect there would be no economic
effect on local employment; therefore, no local employment impact statement is required to be
prepared for the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the new section is in effect, the public benefit
anticipated as a result of the new section would be an updated and more germane rule. There will not
be economic costs to individuals required to comply with the new section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the new section are in effect, enforcing or administering the rule does
not have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held February 25, 2022, to March 25,
2022, to receive input on the proposed action. No comment was received.

STATUTORY AUTHORITY. The new section is adopted pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules. Except as described herein the new section affects no other
code, article, or statute. The rule has been reviewed by legal counsel and found to be a valid exercise of
the agency’s legal authority.
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§1.19 Reallocation of Financial Assistance

(a) Purpose. As provided for by Tex. Gov't Code §2306.111(h), this rule provides the policy for the
reallocation of financial assistance, including assistance related to bonds, administered by the
Department if the Department's obligation with respect to that assistance is prematurely terminated.

(b) It is the policy of the Department to take prudent measures to ensure that, when funds are provided
to recipients for assistance, the funds are timely and lawfully utilized and that, if they cannot be timely
and lawfully utilized by the initial recipient, there are mechanisms in place to reallocate those funds to
other recipients in order to ensure their full utilization in assisting beneficiaries.

(c) The reallocation of federal or state financial assistance administered by the Department may be
required when:

(1) an administrator, subrecipient, owner, or contractor returns contracted funds;

(2) reserved funds are not fully utilized at completion of an activity;

(3) balances on contracts remain unused;

(4) funds in a contract or reservation are partially or fully recaptured or terminated;

(5) funds in a contract that were used for an ineligible activity and have been repaid to the Department
and the federal oversight agency is allowing the Department to still utilize the funds;

(6) required benchmarks or expenditure deadlines have not been achieved within the time frames
agreed;

(7) there is program income; or

(8) other circumstances arise that prompt an initial recipient to be unable to utilize contracted funds.

(d) Reallocation of financial assistance for specific federal or state funding sources or programs
administered by the Department is also governed by or provided for in:

(1) federal regulations and requirements;

(2) state rules relating to deobligation and reobligation adopted in other sections of this title;

(3) funding plans authorized by the Board governing federal or state resources that may have been
reviewed and approved by the federal funding agency;

(4) Notices of Funding Availability (NOFAs) and Requests for Applications (RFAs); or

(5) written agreements and contracts relating to the administration of such funds.

(e) To the extent that programs or funding sources are governed by any of the items provided for in
subsection (d) of this section, and the specific documents listed in subsection (d) of this section do not
require further Board approval, no additional Board approval to follow the reallocation as provided for
in those items is required. Reallocation of funding not governed by subsection (d) of this section will
require Board approval.

(f) To the extent that certain programs are required to regionally allocate their annual allocations of
funds, funds having originally been regionally allocated and needing to be reallocated under this section

do not require that regional allocation be performed again.

(g) Funds made available under this section may be aggregated over a period of time prior to being
reallocated.
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(h) Consistent with the requirements of Tex. Gov't Code §2306.111(h), if the Department's obligation of
financial assistance related to bonds is terminated prior to issuance, the assistance will be reallocated
among other activities permitted by that bond issuance and any indenture associated with those bonds,
as approved by the Board.
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BOARD ACTION REQUEST
PROGRAMS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on an order adopting the repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.22 Providing Contact Information to
the Department, an order adopting new , §1.22 Providing Contact Information to the Department, and
an order directing their publication for adoption in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Tex. Gov’'t Code §2306.053, the Texas Department of Housing
and Community Affairs (the Department) is authorized to adopt rules governing the
administration of the Department and its programs;

WHEREAS, pursuant to Tex. Gov't Code §2001.039, state agencies are required to
review a rule every four years to assess whether the reasons for initially adopting the
rule continue to exist;

WHEREAS, staff recommends to the Board that there is a continuing need for this rule
to exist, which is to require that any person or entities doing business with the
Department shall notify the Department of any change in contact information, and
that the Department is entitled to rely solely on the most recent contact information
on file with the Department at the time any notice or other communication is sent;

WHEREAS, the current rule is in need of revisions to change how updated contact
information is provided to the Department and make other minor non-substantive
revisions;

WHEREAS, such revisions are being adopted through the repeal of the current rule and
a simultaneous new rule in its place; and

WHEREAS, such proposed rulemaking was published in the Texas Register for public
comment from February 25, 2022, through March 25, 2022, and no comment was
received;

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees be and each of them hereby
are authorized, empowered, and directed, for and on behalf of the Department, to
cause the actions herein in the form presented to this meeting, to be published in the
Texas Register, and in connection therewith, make such non-substantive technical
corrections as they may deem necessary to effectuate the foregoing including any
requested revisions to the preambles.
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BACKGROUND

The Department last reviewed 10 TAC §1.22, Providing Contact Information to the Department, in
September 2018. Pursuant to Tex. Gov't Code §2001.039, state agencies are required to review a rule
every four years to assess whether the reasons for initially adopting the rule continue to exist. Under
this rule’s last review, no changes were made. Staff has determined that there is a continuing need for
this rule to exist, however revisions are now recommended.

The revisions proposed change how updated contact information is provided to the Department and
make other minor non-substantive revisions.

The rule, as proposed, was released for public comment from February 25, 2022, through March 25,
2022, and no comment was received.
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Attachment 1: Preamble, including required analysis, for adoption of the repeal of 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.22 Providing Contact Information
to the Department

The Texas Department of Housing and Community Affairs (the Department) adopts the repeal of 10 TAC
Chapter 1, Administration, Subchapter A, General Policies and Procedures, §1.22 Providing Contact
Information to the Department. The purpose of the repeal is to eliminate the current rule while replacing
it with a more current version of the rule.

Tex. Gov't Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.

Mr. Bobby Wilkinson, Executive Director, has determined that, for the first five years the repeal would
be in effect:

1. The repeal does not create or eliminate a government program but relates to the requirement that
any person or entities doing business with the Department must notify the Department of any change
in contact information.

2. The repeal does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The repeal does not require additional future legislative appropriations.

4. The repeal will not result in an increase in fees paid to the Department, nor in a decrease in fees paid
to the Department.

5. The repeal is not creating a new regulation, except that it is being replaced by a new rule
simultaneously to provide for revisions.

6. The repeal will not expand or contract the applicability of an existing regulation.
7. The repeal will not increase or decrease the number of individuals subject to the rule’s applicability.
8. The repeal will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the repeal and determined that the repeal will not create an economic
effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The repeal does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).

Page 3 of 7



The Department has evaluated the repeal as to its possible effects on local economies and has
determined that for the first five years the repeal would be in effect there would be no economic effect
on local employment; therefore, no local employment impact statement is required to be prepared for
the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the repeal is in effect, the public benefit anticipated
as a result of the repealed and new sections would be an updated and more germane rule. There will
not be economic costs to individuals required to comply with the repealed section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the repeal is in effect, enforcing or administering the repeal does not
have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held February 25, 2022, to March 25,
2022, to receive input on the proposed action. No comment was received.

STATUTORY AUTHORITY. The repeal is adopted pursuant to Tex. Gov't Code §2306.053, which authorizes
the Department to adopt rules. Except as described herein the action affects no other code, article, or

statute.

§1.22 Providing Contact Information to the Department
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Attachment 2: Preamble, including required analysis, for adoption of new 10 TAC Chapter 1,
Administration, Subchapter A, General Policies and Procedures, §1.22 Providing Contact Information
to the Department

The Texas Department of Housing and Community Affairs (the Department) adopts new 10 TAC Chapter
1, Administration, Subchapter A, General Policies and Procedures, §1.22 Providing Contact Information
to the Department. The purpose of the rule is to change how updated contact information is provided
to the Department and make other minor non-substantive revisions.

Tex. Gov’'t Code §2001.0045(b) does not apply to the rule because it was determined that no costs are
associated with this action, and therefore no costs warrant being offset.

The Department has analyzed this rulemaking and the analysis is described below for each category of
analysis performed.

a. GOVERNMENT GROWTH IMPACT STATEMENT REQUIRED BY TEX. GOV'T CODE §2001.0221.
Mr. Bobby Wilkinson has determined that, for the first five years the new section would be in effect:

1. The new section does not create or eliminate a government program but relates to the requirement
that any person or entities doing business with the Department must notify the Department of any
change in contact information.

2. The new section does not require a change in work that would require the creation of new employee
positions, nor are the rule changes significant enough to reduce work load to a degree that eliminates
any existing employee positions.

3. The new section does not require additional future legislative appropriations.

4. The new section will not result in an increase in fees paid to the Department, nor in a decrease in fees
paid to the Department.

5. The new section does not create a new regulation, except that it is replacing a section being repealed
simultaneously to provide for revisions.

6. The new section will not expand or contract an existing regulation.

7. The new section will not increase or decrease the number of individuals subject to the rule’s
applicability.

8. The new section will not negatively or positively affect the state’s economy.

b. ADVERSE ECONOMIC IMPACT ON SMALL OR MICRO-BUSINESSES OR RURAL COMMUNITIES AND
REGULATORY FLEXIBILITY REQUIRED BY TEX. GOV'T CODE §2006.002.

The Department has evaluated the new section and determined that the action will not create an
economic effect on small or micro-businesses or rural communities.

c. TAKINGS IMPACT ASSESSMENT REQUIRED BY TEX. GOV'T CODE §2007.043. The new section does not
contemplate or authorize a taking by the Department; therefore, no Takings Impact Assessment is

required.

d. LOCAL EMPLOYMENT IMPACT STATEMENTS REQUIRED BY TEX. GOV’'T CODE §2001.024(a)(6).
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The Department has evaluated the new section as to its possible effect on local economies and has
determined that for the first five years the new section would be in effect there would be no economic
effect on local employment; therefore, no local employment impact statement is required to be
prepared for the rule.

e. PUBLIC BENEFIT/COST NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(5). Mr. Wilkinson has
determined that, for each year of the first five years the new section is in effect, the public benefit
anticipated as a result of the new section would be an updated and more germane rule. There will not
be economic costs to individuals required to comply with the new section.

f. FISCAL NOTE REQUIRED BY TEX. GOV'T CODE §2001.024(a)(4). Mr. Wilkinson also has determined that
for each year of the first five years the new section are in effect, enforcing or administering the rule does
not have any foreseeable implications related to costs or revenues of the state or local governments.

SUMMARY OF PUBLIC COMMENT. The public comment period was held February 25, 2022, to March 25,
2022, to receive input on the proposed action. No comment was received.

STATUTORY AUTHORITY. The new section is adopted pursuant to Tex. Gov't Code §2306.053, which
authorizes the Department to adopt rules. Except as described herein the new section affects no other
code, article, or statute. The rule has been reviewed by legal counsel and found to be a valid exercise of
the agency’s legal authority.
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§1.22 Providing Contact Information to the Department

(a) Any person or entities doing business with the Department shall notify the Department, of any change
in contact information, including names, addresses, telephone numbers, email addresses and fax
numbers. In addition, the notification shall include all Department contract numbers, project numbers
or property names of any type. The notification shall be made as described in paragraphs (1) and (2) of
this subsection:

(1) by email sent to the director or manager of the applicable program; or
(2) sent via the CMTS Attachment System.

(b) Only in cases in which email or access to the CMTS Attachment System is not available may the
notification be sent by mail to Texas Department of Housing and Community Affairs, Contact Information
Update, P.O. Box 13941, Austin, Texas 78711-3941.

(c) All persons or entities doing business with the Department are responsible for keeping their contact
information current pursuant to subsection (a) of this section and as required by other Department rules.
The Department is entitled to rely solely on the most recent contact information on file with the
Department at the time any notice or other communication is sent.

(d) The notification requirements of this section are in addition to any other change of contact

information notification requirements specific to certain divisions, funding sources or programs of the
Department.
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
APRIL 14, 2022

Presentation, discussion, and possible action on release of the draft 2023 Low Income Home Energy
Assistance Program State Plan for public comment

RECOMMENDED ACTION

WHEREAS, the U.S. Department of Health and Human Services (USHHS) requires that the
Department submit a State Plan every year in order to receive its allotment of Low Income
Home Energy Assistance Program (LIHEAP) funds;

WHEREAS, the Department has prepared a draft 2023 LIHEAP State Plan (the Plan); and

WHEREAS, USHHS requires that a draft Plan be released for public comment and the State
requires four public hearings prior to the submission of the Plan to USHHS;

NOW, therefore, it is hereby

RESOLVED, that the draft Plan, in the form presented to this meeting, is hereby approved
to be released for public comment, public hearings, posted on the Department’s website
and published in the Texas Register;

FURTHER RESOLVED, that if USHHS releases different guidance after Board approval, the
Board authorizes staff to make needed conforming changes and non-substantive changes
to the Plan, and to change the public hearing dates and the comment period; and

FURTHER RESOLVED, that the final Plan with consideration of final grant guidance, public
comment and technical corrections made by staff, along with award recommendations
for subrecipients, will be presented to the Board no later than July 2022.

BACKGROUND

USHHS requires that the State of Texas submit a LIHEAP State Plan each year on or before September 1
in order to receive its allotment of LIHEAP funds. In response to this requirement, the Department has
prepared a draft 2023 LIHEAP State Plan. Subrecipients had two previous opportunities to provide input
into the drafting of this Plan. The first opportunity included a 14-day timeframe in January 2022 to
provide comments on what they wanted changed from the 2022 LIHEAP State Plan and the second
opportunity included a 12-day period in March 2022 to comment on the draft 2023 Plan before
presenting it to the Board at this meeting.

The Plan, upon approval by the Board, will be posted on the Department’s website, published in the
Texas Register, released for public comment and public hearings will be held. An announcement of the
availability of the draft Plan and details regarding the timeframe to accept comments from the public
and the public hearing will be posted on the Department’s website no later than April 18, 2022, and
published in the Texas Register on April 29, 2022. The period to accept comments from the public
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regarding the Plan will be open from Friday, April 29, 2022, through Wednesday, May 25, 2022, at 5:00
p.m. Austin local time. Written comments concerning the Plan may be submitted to the Texas
Department of Housing and Community Affairs, Community Affairs Division-Gavin Reid, P.O. Box 13941,
Austin, TX 78711-3941, or by email to gavin.reid@tdhca.state.tx.us. Comments are due no later than
5:00 p.m. Austin local time on Wednesday, May 25, 2022.

The Department will also conduct four public hearings throughout the state. Meeting dates, times and
locations are:

e Monday, May 9, 2022, 2:30 pm - 3:00 p.m. at Southside Community Center, 959 E. Rosedale,
room #3, Fort Worth, TX 76104.

e Tuesday, May 10, 2022, at 5:30 p.m. - 6:00 p.m. at 1415 East 2", Odessa, TX 79762.

e Wednesday, May 11, 2022, at 1:30 p.m. - 2:00 p.m. at Baker Ripley, 3838 Aberdeen Way, 15t
Floor Education Center Room, Houston, TX 77025.

e Thursday, May 12 at 5:30 p.m. - 6:00 p.m. at Rusk building, room #320, 208 E. 10% Street,
Austin, TX 78701.

Upon completion of the public comment period and public hearings, staff will modify the Plan, if
appropriate, based on public comment. Staff will also include any changes required by federal guidance
and necessary technical corrections made by staff. Staff anticipates presenting the revised Plan, along
with recommendations for subrecipient awards, to the Board for review and final approval no later than
July.

LIHEAP funds, as reflected in the Plan, are utilized in the following three ways:

e The Department allocates at least 75% of the LIHEAP funds to the Comprehensive Energy
Assistance Program (CEAP), which provides utility assistance to eligible households, including
crisis assistance and services to reduce home energy needs.

e The Department allocates up to 15% of the LIHEAP funds to the Weatherization Assistance
Program. There is generally greater flexibility with LIHEAP weatherization funds than U.S.
Department of Energy (DOE) weatherization funds, so continuing to allocate some portion of
these funds for this activity allows households to receive more comprehensive assistance than
were they to be served solely by DOE WAP funds.

e The Department allocates 10% of LIHEAP funds for Department and subrecipient administration.

The most significant change to the plan this year allows for the state to seek a statewide provider to
supplement the networks effort to meet the demand for the increase in the federal funding. The plan
also increases the maximum assistance for an eligible household so that increases in electric and gas
rates as well as increased inflation of household expenses are reflected in the household benefit. In
review of the Plan, attached, it should be noted that the Plan follows a template and series of required
responses pre-determined by USHHS with character limitations and specific instructions. Also, the Plan
is provided in blackline form reflecting the changes being recommended since the publication of the
2022 LIHEAP State Plan.

The full text of the draft 2023 LIHEAP State Plan may be viewed at the Department’s website:
https://www.tdhca.state.tx.us/public-comment.htm. The public may also receive a copy of the draft
2023 LIHEAP State Plan by contacting Gavin Reid at gavin.reid@tdhca.state.tx.us.
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LOW INCOME HOME ENERGY ASSISTANCE PROGRAM (LIHEAP)
MODEL PLAN
PUBLIC LAW 97-35, AS AMENDED
FEDERAL FISCAL YEAR 2023

GRANTEE: Texas Department of Housing and Community Affairs
EIN: 17426105429
ADDRESS: P.O.Box 13941

Austin, Texas 78711-3941

LIHEAP COORDINATOR: Michael DeYoung

EMAIL: michael.deyoung@tdhca.state.tx.us
TELEPHONE: (512) 475-2125 FAX: (512) 475-3935
CHECK ONE: TRIBE / TRIBAL ORGANIZATION STATE__X INSULAR AREA

Department of Health and Human Services
Administration for Children and Families
Office of Community Services

Washington, DC 20447

August 1987, revised 05/92, 02/95, 03/96, 12/98, 11/01
OMB Approval No. 0970-0075

THE PAPERWORK REDUCTION ACT OF 1995 (Pub. L. 104-13)

Use of this model plan is optional. However, the information requested is required in order to receive a Low Income Home
Energy Assistance Program (LIHEAP) grant in years in which the grantee is not permitted to file an abbreviated plan. Public
reporting burden for this collection of information is estimated to average 1 hour per response, including the time for reviewing
instructions, gathering and maintaining the data needed, and reviewing the collection of information. An agency may not
conduct or sponsor, and a person is not required to respond to, a collection of information unless it displays a currently valid
OMB control number.




Assurances

The Texas Department of Housing and Community Affairs agrees to:

(1) use the funds available under this title to--

(A) conduct outreach activities and provide assistance to low income households in meeting their
home energy costs, particularly those with the lowest incomes that pay a high proportion of
household income for home energy, consistent with paragraph (5);

(B) intervene in energy crisis situations;

(C) provide low-cost residential weatherization and other cost-effective energy-related home repair;
and

(D) plan, develop, and administer the State's program under this title including leveraging programs,
and the State agrees not to use such funds for any purposes other than those specified in this title;

(2) make payments under this title only with respect to--
(A) households in which one or more individuals are receiving--

(i) assistance under the State program funded under part A of title IV of the Social
Security Act;
(ii) supplemental security income payments under title XVI of the Social Security Act;
(iii) food stamps under the Food Stamp Act of 1977; or
(iv) payments under section 415, 521, 541, or 542 of title 38, United States Code, or under
section 306 of the Veterans' and Survivors' Pension Improvement Act of 1978; or

(B) households with incomes which do not exceed an amount equal to 150 percent of the poverty
level for such State; or
(i) an amount equal to 60 percent of the State median income;

except that a State may not exclude a household from eligibility in a Federal fiscal year solely on the basis
of household income if such income is less than 110 percent of the poverty level for such State, but the
State may give priority to those households with the highest home energy costs or needs in relation to
household income.

(3) conduct outreach activities designed to assure that eligible households, especially households with
elderly individuals or disabled individuals, or both, and households with high home energy burdens, are
made aware of the assistance available under this title, and any similar energy-related assistance available
under subtitle B of title VI (relating to community services block grant program) or under any other
provision of law which carries out programs which were administered under the Economic Opportunity
Act of 1964 before the date of the enactment of this Act;

(4) coordinate its activities under this title with similar and related programs administered by the Federal
Government and such State, particularly low-income energy-related programs under subtitle B of title VI
(relating to community services block grant program), under the supplemental security income program,
under part A of title IV of the Social Security Act, under title XX of the Social Security Act, under the low-



income weatherization assistance program under title IV of the Energy Conservation and Production Act,
or under any other provision of law which carries out programs which were administered under the
Economic Opportunity Act of 1964 before the date of the enactment of this Act;

(5) provide, in a timely manner, that the highest level of assistance will be furnished to those households
which have the lowest incomes and the highest energy costs or needs in relation to income, taking into
account family size, except that the State may not differentiate in implementing this section between the
households described in clauses 2(A) and 2(B) of this subsection;

(6) to the extent it is necessary to designate local administrative agencies in order to carry out the
purposes of this title, to give special consideration, in the designation of such agencies, to any local public
or private nonprofit agency which was receiving Federal funds under any low-income energy assistance
program or weatherization program under the Economic Opportunity Act of 1964 or any other provision
of law on the day before the date of the enactment of this Act, except that--

(A) the State shall, before giving such special consideration, determine that the agency involved
meets program and fiscal requirements established by the State; and

(B) if there is no such agency because of any change in the assistance furnished to programs for
economically disadvantaged persons, then the State shall give special consideration in the
designation of local administrative agencies to any successor agency which is operated in
substantially the same manner as the predecessor agency which did receive funds for the Federal
fiscal year preceding the Federal fiscal year for which the determination is made;

(7) if the State chooses to pay home energy suppliers directly, establish procedures to--
(A) notify each participating household of the amount of assistance paid on its behalf;

(B) assure that the home energy supplier will charge the eligible household, in the normal billing
process, the difference between the actual cost of the home energy and the amount of the
payment made by the State under this title;

(C) assure that the home energy supplier will provide assurances that any agreement entered into
with a home energy supplier under this paragraph will contain provisions to assure that no
household receiving assistance under this title will be treated adversely because of such assistance
under applicable provisions of State law or public regulatory requirements; and

(D) ensure that the provision of vendor payments remains at the option of the State in consultation
with local grantees and may be contingent on unregulated vendors taking appropriate measures
to alleviate the energy burdens of eligible households, including providing for agreements
between suppliers and individuals eligible for benefits under this Act that seek to reduce home
energy costs, minimize the risks of home energy crisis, and encourage regular payments by
individuals receiving financial assistance for home energy costs;

(8) provide assurances that--

(A) the State will not exclude households described in clause (2)(B) of this subsection from
receiving home energy assistance benefits under clause (2), and



(B) the State will treat owners and renters equitably under the program assisted under this title;
(9) provide that--

(A) the State may use for planning and administering the use of funds under this title an amount
not to exceed 10 percent of the funds payable to such State under this title for a Federal fiscal
year; and

(B) the State will pay from non-Federal sources the remaining costs of planning and administering
the program assisted under this title and will not use Federal funds for such remaining cost (except
for the costs of the activities described in paragraph (16));

(10) provide that such fiscal control and fund accounting procedures will be established as may be
necessary to assure the proper disbursal of and accounting for Federal funds paid to the State under this
title, including procedures for monitoring the assistance provided under this title, and provide that the
State will comply with the provisions of chapter 75 of title 31, United States Code (commonly known as
the "Single Audit Act");

(11) permit and cooperate with Federal investigations undertaken in accordance with section 2608;

(12) provide for timely and meaningful public participation in the development of the plan described in
subsection (c);

(13) provide an opportunity for a fair administrative hearing to individuals whose claims for assistance
under the plan described in subsection (c) are denied or are not acted upon with reasonable promptness;
and

(14) cooperate with the Secretary with respect to data collecting and reporting under section 2610.

(15) beginning in Federal fiscal year 1992, provide, in addition to such services as may be offered by State
Departments of Public Welfare at the local level, outreach and intake functions for crisis situations and
heating and cooling assistance that is administered by additional State and local governmental entities or
community-based organizations (such as community action

agencies, area agencies on aging and not-for-profit neighborhood-based organizations), and in States
where such organizations do not administer functions as of September 30, 1991, preference in awarding
grants or contracts for intake services shall be provided to those agencies that administer the low-income
weatherization or energy crisis intervention programs.

* This assurance is applicable only to States, and to territories whose annual regular LIHEAP allotments exceed $200,000.
Neither territories with annual allotments of $200,000 or less nor Indian tribes/tribal organizations are subject to Assurance
15.

(16) use up to 5 percent of such funds, at its option, to provide services that encourage and enable
households to reduce their home energy needs and thereby the need for energy assistance, including
needs assessments, counseling, and assistance with energy vendors, and report to the Secretary
concerning the impact of such activities on the number of households served, the level of direct benefits
provided to those households, and the number of households that remain unserved.



Certification to the Assurances: As Chief Executive Officer, | agree to comply with the sixteen assurances
contained in Title XXVI of the Omnibus Budget Reconciliation Act of 1981, as amended. By signing these
assurances, | also agree to abide by the standard assurances on lobbying, debarment and suspension, and
a drug-free workplace.

Signature of the Tribal or Board Chairperson or Chief Executive Officer of the State or Territory.

Signature:

Title: Executive Director, Texas Department of Housing and Community Affairs
Date: August 2022 (The exact date to be notated in USHHS OLDC system at time of submission.)

The Governor of Texas has delegated the responsibility of signing this document to the Executive
Director of the Texas Department of Housing and Community Affairs. A copy of the letter is attached.

The EIN (Entity Identification Number) of the Texas Department of Housing & Community Affairs, which
receives the grant funds, appears on the cover of this application.

In the above assurances which are quoted from the law, "State" means the 50 States, the District of
Columbia, an Indian Tribe or Tribal Organization, or a Territory; "title" of the Act refers to Title XXVI of the
Omnibus Budget Reconciliation Act of 1981 (OBRA), as amended, the "Low Income Home Energy
Assistance Act"; "section" means Section 2605 of OBRA; and, "subsection" refers to Section 2605(b) of
OBRA.



Section 11!

Program Components, 2605(a), 2605(b)(1) — Assurance 1, 2605(c)(1)(C)

1.1 Check which components you will operate under the LIHEAP program. (Note: You

must provide information for each component designated here as requested elsewhere in this

plan.)

Dates of Operation?

& Heating assistance Start date: 10/01/2022 End date: 09/30/2024
& Cooling assistance Start date: 10/01/2022 End date: 09/30/2024
& Crisis assistance Start date: 10/01/2022 End date: 09/30/2024
& Weatherization assistance Start date: 10/01/2022 End date: 09/30/2024

Estimated Funding Allocation, 2604(c), 2605(k)(1), 2605(b)(9), 2605(b)(16) — Assurances 9 and 16

1.2 Estimate what amount of available LIHEAP funds will be used for each component
that you will operate: The total of all percentages must add up to 100%

15% heating assistance

50% cooling assistance

10% crisis assistance

Up to 15% weatherization assistance3

0% carryover to the following Federal fiscal year

10% administrative and planning costs

0% services to reduce home energy needs including needs assessment (Assurance 16)

0% used to develop and implement leveraging activities

100% TOTAL

1 Capitalized terms are defined in Title 10, Chapters 1, 2, or 6 (as applicable) of the Texas Administrative Code or by federal
law.

2 |dentification of these periods does not limit the payment of assistance on any “seasonal” basis.

31f 15% is not used for weatherization assistance, the balance will be added to heating, cooling, or crisis assistance as needed.

|n



Alternate Use of Crisis Assistance Funds, 2605(c)(1)(C)

1.3 The funds reserved for winter crisis assistance that have not been expended by March 15 will be
reprogrammed to:

|:| Heating assistance

|:| Weatherization assistance

[ ] Cooling assistance

[X] Other (specify): funds are utilized for all eligible components

Categorical Eligibility, 2605(b)(2)(A) — Assurance 2, 2605(c)(1)(A), 2605(b)(8A) — Assurance 8

1.4 Do you consider households categorically eligible if one household member receives one of the
following categories of benefits in the left column below? [X]Yes [ | No

Program Cooling | Heating | Crisis | Weatherization
Temporary Assistance for Needy Families No No No No
Supplemental Security Income Yes Yes Yes Yes
Supplemental Nutrition Assistance Program | No No No No
Means-tested Veterans Programs Yes Yes Yes Yes

1.5 Do you automatically enroll households without a direct annual application?

|:| Yes |E No

1.6 How do you ensure there is no difference in the treatment of categorically eligible households from
those not receiving other public assistance when determining eligibility and benefit amounts?

Texas provides Categorical Eligibility for SSI and Means-Tested Veterans Programs into its program. State

rules have a provision that there is to be no difference in the treatment of Categorically Eligible

Households. The Department has a system for persons to submit complaints, and the monitoring reviews

would also note any differences in treatment of persons that are or are not Categorically Eligible.

SNAP Nominal Payments
1.7 Do you allocate LIHEAP funds toward a nominal payment for SNAP households? If you answered
“yes” to question 1.71 you must provide a response to 1.7b, 1.7c, 1.7d.
a. |:| Yes |Z| No
b. Amount of Nominal Assistance: §__ NA
c. Frequency of Assistance:
|:| Once per year
|:| Once every five years
|:| Other (describe): NA
d. How do you confirm that the household receiving a nominal payment has an energy cost or
need?




Determination of Eligibility — Countable Income

1.8 In determining a household’s income eligibility for LIHEAP, do you use gross income or net income?
X] Gross Income (except for self-employment or farm income or gambling/lottery winnings) 4
|:| Net Income

1.9. Select all of the applicable forms of countable income used to determine a household’s income
eligibility for LIHEAP.>
Wages (except as prohibited by the Workforce Investment Act of 1998)
Self-employment income
Contract income
Payments from mortgage or sales contracts
Unemployment Insurance
Strike pay
Social Security Administration (SSA) benefits
[ ] Including MediCare deduction [X] Excluding MediCare deduction
Supplemental Security Income (SSI)
X] Retirement / pension benefits
|X| General Assistance benefits (except as excluded by federal law or 10 TAC §6.4-)
X] Temporary Assistance for Needy Families (TANF) benefits (except for one-time payments)
Supplemental Nutrition Assistance Program (SNAP) benefits
Women, Infants, and Children Supplemental Nutrition Program (WIC) benefits
Loans that need to be repaid
Cash gifts
Savings account balance
One-time lump-sum payments, such as rebates/credits, refund deposits, etc.
Jury duty compensation
Rental income
Income from employment through Workforce Investment Act (WIA)
Income from work study programs
Alimony
Child support
Interest, dividends, or royalties
Commissions
Legal settlements
Insurance payments made directly to the insured
Insurance payments made specifically for the repayment of a bill, debt, or estimate
Veterans Administration (VA) benefits (except for 38 USC 1315, 1521, 1541, 1542)
Earned income of a child under the age of 18
Balance of retirement, pension, or annuity accounts where funds cannot be withdrawn
without a penalty.
Income tax refunds
Stipends from senior companion programs, such as VISTA
Funds received by household for the care of a foster child
[ ] AmeriCorps Program payments for living allowances, earnings, and in-kind aid.
[ ] Reimbursements (for mileage, gas, lodging, meals, etc.)

> XXX

N 2« I

4 Exceptions on use of net income are provided for in 10 TAC §6.4.

5 Any income received by a household that is received from a federal, State, local government, or disaster relief agency that
is in excess of the amounts of what would be received if not for the CARES Act legislation, will be excluded per 10 TAC
§6.4(c)(28).



X] Other Any item not excluded in 10 TAC §6.4 or by other federal law
Section 2 - HEATING ASSISTANCE
Eligibility, 2605(b)(2) — Assurance 2

2.1 Designate the income eligibility threshold used for the heating component:

Household Size Eligibility Guidelines Eligibility Threshold
All Household Sizes USHHS Poverty Guidelines 150%
All Household Sizes State Median Income 60%°

2.2 Do you have additional eligibility requirements for HEATING ASSISTANCE?

[] Yes X] No 7

2.3 Check the appropriate boxes below and describe the policies for each.

Uiz

MM XIg

® Do you require an assets test?

® Do you have additional/differing eligibility policies for:
e Renters?
e Renters living in subsidized housing?
e Renters with utilities included in the rent?®

0]

® Do you give priority in eligibility to:

e Elderly?
e Disabled?
e Young children?
e Households with high energy burdens?
e Other?
Households with high energy consumption

DA
| [

6 In the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human Services
or by the President under the Disaster Relief Act of 1974, Texas will use the highest of 150% of the poverty guidelines or 60%
of the State’s median income (SMI). The State may also use this flexibility to set poverty guidelines in a local crisis as defined
by the Department’s Executive Director. Texas will communicate this designation to affected Subrecipients through email and
by website posting. Subrecipients must receive prior written approval before using 60% SMI. Place based assistance must be
performed in the county, but person based assistance for those displaced by a disaster or emergency may be in other counties.
7 10 TAC §6.307(f) states: “A Dwelling Unit cannot be served if the meter is utilized by another Household that is not part of
the application for assistance. Ininstances where separate structures share a meter and the applicant is otherwise eligible for
assistance, Subrecipient must provide services if: (1) the members of the separate structures that share a meter meet the
definition of a Household per §6.2 of this Chapter (relating to Definitions); (2) the members of the separate structures that
share a meter submit one application as one Household; and (3) all persons and applicable income from each structure are
counted when determining eligibility.”

g Per 10 TAC §6.309(h)(7), Subrecipient may make payments to landlords on behalf of eligible renters who pay their utility
and/or fuel bills indirectly. Subrecipient shall notify each participating household of the amount of assistance paid on its behalf.
Subrecipient shall document this notification. Subrecipient shall maintain proof of utility or fuel bill payment. Subrecipient shall
ensure that amount of assistance paid on behalf of customer is deducted from customer's rent.



Determination of Benefits, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)

2.4 Describe how you prioritize the provision of heating assistance to vulnerable households, e.g.,
benefit amounts, application period, etc.

Subrecipients and statewide or regional contractors use a rating system which determines priority based
on persons in Households who are particularly vulnerable such as the Elderly, Persons with Disabilities,
Households with Young Children, Households with High Energy Burden, and Households with High Energy
Consumption. Benefit amounts are determined on a sliding scale based on the Household’s income.
Households with the presence of a vulnerable member such as the Elderly, Persons with Disabilities, and
Households with Young Children do not have a limit on the number of benefit payments, but adhere to
the same benefit amounts. The maximum benefit amount is determined per program year based on
Household need, is split between heating and cooling assistance, and is not required to be applied equally
to heating and cooling costs.

2.5 Check the variables you use to determine your benefit levels. (Check all that apply):

<] Income

X] Family (household) size
X] Home energy cost or need:

[ ] Fuel type

[ ] Climate/region

X Individual bill

[ ] Dwelling type

|E Energy burden (% of income spent on home energy)

[ ] Energy need

|Z| Other (Describe:)
Other: Households who have a disconnect notice or have had their service disconnected will
receive assistance based on the energy bill. For future month’s utility assistance, the amount that
will be paid on the account is based on the previous twelve (12) month’s home energy
consumption history. If the household has incomplete billing history, then payments are
determined utilizing an alternative billing method (ABM). The Department recommends an ABM
where the subrecipient determines the average consumption amount (kWh, therms, MCF,
gallons, etc.) per month, for each household size and type based on a minimum sample size of 30
files that contain complete billing histories; however, if it is not possible for subrecipients to
obtain the recommended 30 file per household sample size to create an average consumption
amount, subrecipients should use all the applicable files to determine the average consumption
and document the lack of files for that household size. Subrecipients and statewide or regional
contractors can propose other types of ABMs. The ABM proposed by the subrecipient must be
approved by the Department prior to utilization. Subrecipients and statewide or regional
contractors must establish a written procedure to serve Households that have a Vulnerable
Population Household member, Households with High Energy Burden, and Households with High
Energy Consumption. High Energy Burden is the highest rated item in sliding scale priority
determinations.
The amount of benefit/assistance that an applicant is eligible for is based on their level of
household income. Per 10 TAC §6.309(e), Households with incomes 0-50% of Federal Poverty
Income Guidelines (FPIG) have a maximum of $2,400 for the Utility Assistance Component and
the Crisis Assistance Component; Households with incomes at 51%-75% FPIG have a maximum of



$2,300 per Component; Households with incomes 76%-150% FPIG have a maximum of $2,200 per
Component; and there is a maximum of up to $5,000 for Service and Repair of heating and cooling
units. The maximum total eligible assistance is $8,200.

Benefit Levels, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)

2.6 Describe estimated benefit levels for FY 2022:

S1 Minimum benefit $12,300 Maximum benefit

Note: The State of Texas does not have a minimum benefit amount. The amount of benefit/assistance
indicates $1.00, because the OLDC system requires that a figure be inserted in the minimum amount. The
maximum benefit amount per household is $12,300 per program year and could be reached if a household
received up to $2,400 in Crisis Assistance, $2,400 in Utility Assistance, and a $7,500 repair or replacement
of a heating or cooling unit or crisis-related purchase of portable air conditioning/window
units/evaporative coolers and heating units. The initial assistance payment that would include arrears
does not count towards the annual benefit caps for a household.

Households are eligible for up to $2,400 under Utility Assistance Component and up to $2,400 under Crisis
Assistance Component. The level of assistance is dependent on Household income and meeting CEAP
program eligibility requirements. The amount of benefit/assistance that an applicant is eligible for is based
on their level of household income. Households with incomes 0-50% of Federal Poverty Income Guidelines
(FPIG) have a maximum of $2,400 for the Utility Assistance Component and the Crisis Assistance
Component, incomes at 51%-75% FPIG up to $2,300 per Component; incomes 76%-150% FPIG up to
$2,200 per Component; and up to $7,500 for Service and Repair of heating and cooling units. The
maximum total eligible assistance is $12,300.

Non-vulnerable population households with inoperable heating and cooling units may be eligible for an
additional $7,500 for service and repair of existing heating and cooling units when the Household meets
crisis conditions. Vulnerable Population Households, regardless of crisis conditions, that include at least
one member that is Elderly, Disabled, or a Child age 5 or younger, may receive service and repair of existing
heating and cooling units not to exceed $7,500. All households experiencing a life-threatening crisis may
be eligible to receive portable air conditioning/evaporative coolers and heating units (portable electric
heaters are allowable only as a last resort).

All households experiencing a life-threatening crisis may be eligible to receive portable air
conditioning/window units/evaporative coolers and heating units (portable electric heaters are allowable
only as a last resort).

2.7 Do you provide in-kind (e.g., blankets, space heaters) and/or other forms of benefits?

X] ves [ ]No --If yes, describe.

Non-vulnerable Households may receive service and repair of existing heating and cooling units not to
exceed $7,500 if the Household is experiencing crisis conditions. Vulnerable Households that include at
least one member that is Elderly, Disabled, or a Child age 5 or younger, may receive service and repair of
existing heating and cooling units not to exceed $7,500. All Households experiencing a life-threatening



crisis may be eligible to receive portable air conditioning/window units/evaporative coolers and heating
units (portable electric heaters are allowable only as a last resort).

Eligible Households may receive temporary shelter not to exceed the annual household expenditure limit
for the duration of the contract period in the limited instances when natural disasters result in energy
supply shortages or other energy-related emergencies. Eligible Households may receive emergency
deliveries of fuel up to 250 gallons per crisis per Household, at the prevailing price. This benefit may
include coverage for tank pressure testing. When natural disasters result in energy supply shortages or
other energy-related emergencies, LIHEAP will allow home energy related expenditures as described in
10 TAC §6.310 (c), which include blankets, fans, air conditioners, and generators.

Section 3: COOLING ASSISTANCE
Eligibility, 2605(c)(1)(A), 2605(b)(2) — Assurance 2

3.1 Designate the income eligibility threshold used for the cooling component:

# Household Size Eligibility Guidelines Eligibility Threshold
1 All Household Sizes USHHS Poverty Guidelines 150%
2 All Household Sizes State Median Income 60%°2

3.2 Do you have additional eligibility requirements for COOLING ASSISTANCE

[ ]Yes X] Noto

3.3 Check the appropriate boxes below and describe the policies for each.

Yes

® Do you require an assets test? |:|

® Do you have additional/differing eligibility policies for:
e Renters? |:|
e Renters living in subsidized housing? |:|
e Renters with utilities included in the rent? 11[_]

XXX KB

9 In the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human Services
or by the President under the Disaster Relief Act of 1974, Texas will use the highest of 150% of the poverty guidelines or 60%
of the State’s median income. Texas may also use this flexibility to set poverty guidelines in a local crisis as defined by the
Department’s Executive Director. The State will communicate this designation to affected Subrecipients through email and by
website posting. Subrecipients must receive prior written approval before using 60% SMI. Place based assistance must be
performed in the county, but person based assistance for those displaced by a disaster or emergency may be in other counties.
10 10 TAC §6.307(f) states: “A Dwelling Unit cannot be served if the meter is utilized by another Household that is not part of
the application for assistance. In instances where separate structures share a meter and the applicant is otherwise eligible for
assistance, Subrecipient must provide services if: (1) the members of the separate structures that share a meter meet the
definition of a Household per §6.2 of this Chapter (relating to Definitions); (2) the members of the separate structures that
share a meter submit one application as one Household; and (3) all persons and applicable income from each structure are
counted when determining eligibility.”

11 Per 10 TAC §6.309(h)(7), Subrecipient may make payments to landlords on behalf of eligible renters who pay their utility
and/or fuel bills indirectly. Subrecipient shall notify each participating household of the amount of assistance paid on its
behalf. Subrecipient shall document this notification. Subrecipient shall maintain proof of utility or fuel bill payment.
Subrecipient shall ensure that amount of assistance paid on behalf of customer is deducted from customer’s rent.



® Do you give priority in eligibility to:

e Elderly?
e Disabled?
e Young children?
e Households with high energy burdens?
e Other?
Households with high energy consumption

HXIKIHXI
.

3.3 Check the appropriate boxes below and describe the policies for each.
Explanations of policies for each “yes” checked above:

10 TAC §6.307(e) states “Subrecipients and statewide or regional contractors must establish a written
procedure to serve Households that have a Vulnerable Population Household member, Households with
High Energy Burden, and Households with High Energy Consumption. High Energy Burden shall be the
highest rated item in sliding scale priority determinations. The Subrecipient must maintain documentation
of the use of the criteria.”

Priority must be given to Elderly, Disabled, Households with Young Children, and Households with High
Energy Burden and High Energy Consumption.

3.4 Describe how you prioritize the provision of cooling assistance to vulnerable households, e.g.,
benefit amounts, application periods, etc.

Subrecipients and statewide or regional contractors use a rating system which determines priority based
on persons in Households who are particularly vulnerable such as the Elderly, Persons with Disabilities,
Families with Young Children, Households with High Energy Burden, and Households with High Energy
Consumption. Benefit amounts are determined on a sliding scale based on the Household’s income.
Households with the presence of a vulnerable member such as the Elderly, Persons with Disabilities, and
Households with Young Children do not have a limit on the number of benefit payments, but adhere to
the same benefit amounts. The maximum benefit amount is determined per-program year based on
Household need, is split between heating and cooling assistance, and is not required to be applied equally
to heating and cooling costs.

Determination of Benefits, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)

3.5 Check the variables you use to determine your benefit levels. (Check all that apply):

|E Income

|E Family (household) size
X] Home energy cost or need
|:| Fuel type
[ ] Climate/region
X Individual bill
|:| Dwelling type
|Z| Energy burden (% of income spent on home energy)

|:| Energy need



&Other (describe)

Other: Households who have a disconnect notice or have had their service disconnected will
receive assistance based on the energy bill. For future month’s utility assistance, the amount that
will be paid on the account is based on the previous twelve (12) month’s home energy
consumption history. If the household has incomplete billing history, then payments are
determined utilizing an alternative billing method (ABM). The Department recommends an ABM
where the subrecipient determines the average consumption amount (kWh, therms, MCF,
gallons, etc.) per month, for each household size and type based on a minimum sample size of 30
files that contain complete billing histories; however, if it is not possible for subrecipients to
obtain the recommended 30 file per household sample size to create an average consumption
amount, subrecipients should use all the applicable files to determine the average consumption
and document the lack of files for that household size. Subrecipients and statewide or regional
contractors can propose other types of ABMs. The ABM proposed by the subrecipient must be
approved by the Department prior to utilization. Subrecipients and statewide or regional
contractors must establish a written procedure to serve Households that have a Vulnerable
Population Household member, Households with High Energy Burden, and Households with High
Energy Consumption. High Energy Burden is the highest rated item in sliding scale priority
determinations.

The amount of benefit/assistance that an applicant is eligible for is based on their level of
household income. Per 10 TAC §6.309(e), Households with incomes 0-50% of Federal Poverty
Income Guidelines (FPIG) have a maximum of $2,400 for the Utility Assistance Component and
the Crisis Assistance Component; Households with incomes at 51%-75% FPIG have a maximum of
$2,300 per Component; Households with incomes 76%-150% FPIG have a maximum of $2,200 per
Component; and there is a maximum of up to $7,500 for Service and Repair of heating and cooling
units. The maximum total eligible assistance is $12,300.

Benefit Levels, 2605(b)(5) — Assurance 5, 2605(c)(1)(B)
3.6 Describe benefit levels:
S1 Minimum benefit $12,300 Maximum benefit

Note:

The State of Texas does not have a minimum benefit amount. The amount of benefit/assistance indicates
$1.00, because the OLDC system requires that a figure be inserted in the minimum amount. The maximum
benefit amount per household is $12,300 per program year and could be reached if a household received
up to $2,400 in Crisis Assistance, $2,400 in Utility Assistance, and a $7,500 repair or replacement of a
heating or cooling unit or crisis-related purchase of portable heating and cooling units. The initial
assistance payment that would include arrears does not count towards the annual benefit caps for a
household.

Households are eligible for up to $2,400 under Utility Assistance Component and up to $2,400 under Crisis
Assistance Component. The level of assistance is dependent on Household income and meeting CEAP
program eligibility requirements. The amount of benefit/assistance that an applicant is eligible for is based
on their level of household income. Households with incomes 0-50% of Federal Poverty Income Guidelines
(FPIG) have a maximum of $2,400 for the Utility Assistance Component and the Crisis Assistance



Component, incomes at 51%-75% FPIG up to $2,300 per Component; incomes 76%-150% FPIG up to
$2,200 per Component; and up to $7,500 for Service and Repair of heating and cooling units. The
maximum total eligible assistance is $12,300.

Non-vulnerable population households with inoperable heating and cooling units may be eligible for an
additional $7,500 for service and repair of existing heating and cooling units when the Household meets
crisis conditions. Vulnerable Population Households, regardless of crisis conditions, that include at least
one member that is Elderly, Disabled, or a Child age 5 or younger, may receive service and repair of existing
heating and cooling units not to exceed $7,500. All households experiencing a life-threatening crisis may
be eligible to receive portable air conditioning/evaporative coolers and heating units (portable electric
heaters are allowable only as a last resort).

All households experiencing a life-threatening crisis may be eligible to receive portable air
conditioning/evaporative coolers and heating units (portable electric heaters are allowable only as a last
resort).

3.7 Do you provide in-kind (e.g., fans, air conditioners) and/or other forms of benefits?
XlYes [ ] No - If yes, describe.

Non-vulnerable Households may receive service and repair of existing heating and cooling units not to
exceed $7,500 if the Household is experiencing crisis conditions. Vulnerable Households that include at
least one member that is Elderly, Disabled, or a Child age 5 or younger, may receive service and repair of
existing heating and cooling units not to exceed $7,500. All Households experiencing a Life-Threatening
Crisis may be eligible to receive portable air conditioning/evaporative coolers and heating units (portable
electric heaters are allowable only as a last resort).

Eligible Households may receive temporary shelter not to exceed the annual household expenditure limit
for the duration of the contract period in the limited instances when natural disasters result in energy
supply shortages or other energy-related emergencies. Eligible Households may receive emergency
deliveries of fuel up to 250 gallons per crisis per Household, at the prevailing price. This benefit may
include coverage for tank pressure testing. When natural disasters result in energy supply shortages or
other energy-related emergencies, LIHEAP will allow home energy related expenditures as described in
10 TAC §6.310 (c), which include blankets, fans, air conditioners, and generators.

Section 4: CRISIS ASSISTANCE

Eligibility - 2604(c), 2605(c)(1)(A)

4.1 Designate the income eligibility threshold used for the crisis component:

# Household Size Eligibility Guidelines Eligibility Threshold
1 All Household Sizes USHHS Poverty Guidelines 150%
2 All Household Sizes State Median Income 60%12

121n the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human Services
or by the President under the Disaster Relief Act of 1974, Texas may use the highest of 150% of the poverty guidelines or 60%
of the State’s median income (“SMI”). Texas may also use this flexibility to set poverty guidelines in a local crisis as defined by
the Department’s Executive Director. Texas will communicate this designation to affected Subrecipients and statewide or



4.2 Provide your LIHEAP program’s definition for determining a crisis.
Crisis Assistance can be provided to persons who have already lost service or are in immediate danger of
losing service only under one of the following conditions, as defined in 10 TAC §6.301 (relating to
Background and Definitions):

(1) Extreme Weather Conditions, with assistance provided within 48 hours;

(2) Disaster, with assistance provided within 48 hours; or

(3) Life Threatening Crisis, with assistance provided within 18 hours.

4.3 What constitutes a life-threatening crisis?

A Life Threatening Crisis exists when the life of at least one person in the applicant Household who is a
U.S. Citizen, U.S. National, or a Qualified Alien would likely, in the opinion of a reasonable person, be
endangered if utility assistance or heating and cooling assistance is not provided due to a Household
member who needs electricity for life-sustaining equipment or whose medical professional has prescribed
that the person with a medical condition requires that the ambient air temperature be maintained at a
certain temperature. Examples of life-sustaining equipment include, but are not limited to, kidney dialysis
machines, oxygen concentrators, and cardiac monitors. Documentation must not be requested about
the medical condition of the applicant, but the applicant must state that such a device is required in the
Dwelling Unit to sustain life.

Crisis Requirements, 2604(c)

4.4 Within how many hours do you provide an intervention that will resolve the energy crisis for eligible
households? 48 Hours

4.5 Within how many hours do you provide an intervention that will resolve the energy crisis for eligible
households in life-threatening situations? 18 Hours'3

Crisis Eligibility, 2605(c)(1)(A)?

4.6 Do you have additional eligibility requirements
for CRISIS ASSISTANCE?

|:|Yes |Z| No

4.7 Check the appropriate boxes below and describe the policies for each.

=<
[0}
0

@® Do you require an assets test?

® Do you give priority in eligibility to:
e Elderly?
e Disabled?

X O]
(00 X8

regional contractors through email and by website posting. Subrecipients and statewide or regional contractors must receive
prior written approval before using 60% SMI. Place based assistance must be performed in the county, but person based
assistance for those displaced by a disaster or emergency may be in other counties.

13 pursuant to §2604(c)(2) of the LIHEAP Statute, the Department provides “some form of assistance that will resolve the energy
crisis” not later than 18 hours after a household applies for crisis benefits if such household is eligible to receive such benefits
and is in a life-threatening situation.



e Young children?

e Households with high energy burdens?

e Other?
Households with high energy consumption

® |n order to receive crisis assistance:

e Must the household have received a shut-off notice or have a near
empty tank? X []

e Must the household have been shut off or
have an empty tank?

e Must the household have exhausted their
regular heating benefit?

e Must renters with heating costs included in their rent have received an eviction
notice?

e Must heating/cooling be medically
necessary?

e Must the household have non-working
heating or cooling equipment?

e Other?
Explanation for Other: Crisis Assistance can be provided to persons who have
already lost service or are in immediate danger of losing service only under one
of the following conditions, as defined in 10 TAC §6.301 (relating to Background
and Definitions):
(1) Extreme Weather Conditions, with assistance provided within 48 hours;
(2) Disaster, with assistance provided within 48 hours; or
(3) Life Threatening Crisis, with assistance provided within 18 hours.

XK
0]

0 X
X [

X O O
0 X KX

X
[]

® Do you have additional/differing eligibility policies for:

e Renters? |:| |Z|

e Renters living in subsidized housing? [] X
e Renters with utilities included in the rent? 5[] X

Determination of Benefits
4.8 How do you handle crisis situations?

X] Separate component

|:| Fast Track

[ ] Other

4.9 If you have a separate component, how do you determine crisis assistance benefits?

14 The program has different requirements depending on whether the household contains a member of a priority group.

15 Per 10 TAC §6.309(h)(7), Subrecipient may make payments to landlords on behalf of eligible renters who pay their utility
and/or fuel bills indirectly. Subrecipient shall notify each participating household of the amount of assistance paid on its
behalf. Subrecipient shall document this notification. Subrecipient shall maintain proof of utility or fuel bill payment.
Subrecipient shall ensure that amount of assistance paid on behalf of customer is deducted from client's rent.



|E Amount to resolve crisis, up to a maximum of $2,400

X] other

Heating and cooling equipment repair or replace up to $7,500

Crisis Requirements, 2604(c)

4.10Do you accept applications for energy crisis assistance at sites that are geographically accessible to
all households in the area to be served?

X] Yes [ ]No

Explain: In addition to what is already stated in Section 2604(c)(3) regarding the requirement that each
subrecipient accept applications at sites that are geographically accessible to all Households in the area
to be served, 10 TAC §6.313(c) states “Subrecipient shall handle Reasonable Accommodation requests, in
accordance with §1.204 of this title (relating to Reasonable Accommodations).” 10 TAC §1.204 (b) General
Considerations in Handling of Reasonable Accommodations. An applicant, participant, or occupant who
has a disability may request an accommodation and, depending on the program funding the property or
activity and whether the accommodation requested is a reasonable accommodation, their request must
be timely addressed.”

4.11 Do you provide individuals who have physical disabilities the means to:
BSubmit applications for crisis benefits without leaving their homes?

X] Yes[ ] No If no, explain.
Applications can be mailed in. In some cases, applications may be completed online or the

organization will go to the applicant’s home to take the application.

MTravel to the sites at which applications for crisis assistance are accepted?
[ ] Yes X] No If yes, explain.

If you answered “No” to both questions 4.11, please explain alternative means of intake to those who are
homebound or physically disabled.

Benefit Levels, 2605(c)(1)(B)

4.12 Indicate the maximum benefit for each type of crisis assistance offered.

Winter Crisis S 0 _maximum benefit
Summer Crisis S 0 maximum benefit
Year-round Crisis  $2,400 maximum benefit

4.13 Do you provide in-kind (e.g., blankets, space heaters, fans) and/or other forms of benefits?
X] Yes[ | No Ifyes, describe.

If a component(s) of the heating or cooling system cannot be repaired using parts, the Subrecipient and
statewide or regional contractors can replace the component(s) in order to repair the heating or cooling



system under the Utility Assistance Component for Vulnerable Households or Crisis Assistance Component
for Non-Vulnerable Households. Where replacement is required, the subrecipient should prioritize the
use of Energy Star heating and/or cooling units, and that the units are appropriately sized using standard
Manual J procedures.

LIHEAP will allow home energy related expenditures as described in 10 TAC §6.310(c).

All Households experiencing a Life-Threatening Crisis may be eligible to receive portable air
conditioning/evaporative coolers and heating units (portable electric heaters are allowable only as a last
resort).

Eligible Households may receive temporary shelter not to exceed the annual household expenditure limit
for the duration of the contract period in the limited instances when natural disasters result in energy
supply shortages or other energy-related emergencies. Eligible Households may receive emergency
deliveries of fuel up to 250 gallons per crisis per Household, at the prevailing price. This benefit may
include coverage for tank pressure testing. When natural disasters result in energy supply shortages or
other energy-related emergencies, LIHEAP will allow home energy related expenditures as described in
10 TAC §6.310(c), which include blankets, fans, air conditioners, and generators.

4.14 Do you provide for equipment repair or replacement using crisis funds?

X Yes[ |No

4.15 Check appropriate boxes below to indicate type(s) of assistance provided:

Type of Assistance Winter Summer Year-
Crisis Crisis round
Crisis
Heating system repair X
Heating system replacement (only components of X
a central HVAC system)
Cooling system repair X
Cooling system replacement (only components of X

a central HVAC system)
Wood stove purchase

Pellet stove purchase

Solar panel(s)

Utility poles / Gas line hook-ups

Other (Specify): For Households which include a X
member of a Vulnerable Population, service and
repair or purchase of portable heating and cooling
units can be provided if a system is non-existent up
to $7,500. For Households who do not have a
member of a Vulnerable Population, such
assistance is limited to times when a crisis exists as
defined in 10 TAC §6.310(a).




4.16 Do any of the utility vendors you work with enforce a winter moratorium on shut offs? If you respond
“Yes” to question 4.16, you must respond to question4.17. [X] Yes [ ] No

4.17 Describe the terms of the moratorium and any special dispensation received by LIHEAP clients during
or after the moratorium period.

Specific to energy assistance clients, §25.483(i) of the Texas Public Utilities Commission rules provides that
a Retail Electric Provider (REP) shall not authorize a disconnection for nonpayment of electric service to a
delinquent residential customer for a billing period in which the REP receives a pledge, letter of intent,
purchase order, or other notification that the energy assistance provider is forwarding sufficient payment
to continue service provided that such pledge, letter of intent, purchase order, or other notification is
received by the due date stated on the disconnection notice, and the customer, by the due date on the
disconnection notice, either pays or makes payment arrangements to pay any outstanding debt not
covered by the energy assistance provider. Additionally, the rule provides that if an energy assistance
provider has requested monthly usage data pursuant to §25.472(b)(4) (relating to Privacy of Customer
Information), the REP shall extend the final due date on the disconnection notice, day for day, from the
date the usage data was requested until it is provided; and that a REP shall allow at least 45 days for an
energy assistance provider to honor a pledge, letter of intent, purchase order, or other notification before
submitting the disconnection request to the TDU.

There are protections for several other categories of clients and situations applicable to LIHEAP clients
served:

§25.483(g) provides that a REP shall not authorize a disconnection for nonpayment of electric service at a
permanent, individually metered dwelling unit of a delinquent Critical Care Residential Customer when
that customer establishes that disconnection of service will cause some person at that residence to
become seriously ill or more seriously ill.

§25.483(h) provides that a REP shall not authorize a disconnection for nonpayment of electric service at a
permanent, individually metered dwelling unit of a delinquent customer when that customer has been
designated as a Chronic Condition Residential Customer pursuant to 25.497 with noted rule exceptions.
§25.483(j) provides that a REP shall not authorize a disconnection for nonpayment of electric service for
any customer in a county in which an extreme weather emergency occurs. A REP shall offer residential
customers a deferred payment plan upon request by the customer that complies with the requirements
of 25.480 (relating to Bill Payment and Adjustments) for bills that become due during the weather
emergency. The term “extreme weather emergency” shall mean a day when:

(A) the previous day’s highest temperature did not exceed 32 degrees Fahrenheit, and the temperature is
predicted to remain at or below that level for the next 24 hours anywhere in the county, according to the
nearest National Weather Service (NWS) reports; or

(B) the NWS issues a heat advisory for a county, or when such advisory has been issued on any one of the
preceding two calendar days in a county.

Section 5: WEATHERIZATION ASSISTANCE



Eligibility, 2605(c)(1)(A), 2605(b)(2) — Assurance 2

5.1 Designate the income eligibility threshold used for the weatherization component:

# Household Size Eligibility Guidelines Eligibility Threshold
1 All Household Sizes USHHS Poverty Guidelines 150%
2 | All Household Sizes State Median Income 60%6

5.2 Do you enter into an interagency agreement to have another government agency administer a
WEATHERIZATION component? [ ]Yes[X] No

5.3 If yes, name the agency. N/A

5.4 |s there a separate monitoring protocol for weatherization? |E Yes D No

WEATHERIZATION - Types of Rules

5.5 Under what rules do you administer LIHEAP weatherization? (Check only one.)
|:| Entirely under LIHEAP (not DOE) rules

|:| Entirely under DOE WAP (not LIHEAP) rules

X] Mostly under LIHEAP rules with the following DOE WAP rule(s) where LIHEAP and WAP
rules differ: (Check all that apply.)

X] Income Threshold

|E Weatherization of entire multi-family housing structure is permitted if at
least 66% of units (50% in 2- & 4-unit buildings) are eligible units or will
become eligible within 180 days.

& Weatherization of shelters temporarily housing primarily low income
persons (excluding nursing homes, prisons, and similar institutional care
facilities).

|Z| Other (describe): Adhere to language from the Consolidated Appropriations
Act of 2021 (Page 3269) that Paragraph (2) of Section 415(c) of the Energy
Conservation and Production Act (42 USC 6865(c)) is amended to allow re-
weatherization for a dwelling unit not previously weatherized using federal
funds until the date that is 15 years after the date such previous
weatherization has passed. 10 TAC Part 1, Chapter 6, Subchapter D,

16 n the county of a major disaster or emergency designated by the Secretary of the Department of Health and Human Services
or by the President under the Disaster Relief Act of 1974, Texas will use the highest of 150% of the poverty guidelines or 60%
of the State’s median income (“SMI”). Texas may also use this flexibility to set poverty guidelines in a local crisis as defined by
the Department’s Executive Director. TDHCA will communicate this designation to affected Subrecipients and statewide or
regional contractors through email and by website posting. Subrecipients and statewide or regional contractors must receive
prior written approval before using 60% SMI. Place based assistance must be performed in the county, but person based
assistance for those displaced by a disaster or emergency may be in other counties.



Weatherization Assistance Program, is one area where the LIHEAP funded
weatherization program adheres to DOE regulations. TDHCA uses a priority
list for LIHEAP households at 150% or below USHHS poverty income level.
Energy-related home repair: TDHCA will allow the use of LIHEAP
weatherization funds for structural and ancillary repairs only if required to
enable effective weatherization. If LIHEAP funds are included in a DOE unit,
the SIR/audit must be used to justify all measures.

[ ] Mostly under DOE WAP rules, with the following LIHEAP rule(s) where LIHEAP and WAP
rules differ: (Check all that apply.)

[ ] Income Threshold.

[ ] Weatherization not subject to DOE WAP maximum statewide average cost
per dwelling unit.

D Weatherization measures are not subject to DOE Savings to Investment
Ratio (SIR) standards.

[ ] Other (describe)

Eligibility, 2605(b)(5) — Assurance 5

5.6 Do you require an assets test?

5.7 Do you have additional/differing eligibility policies for:

e Renters?

e Renters living in subsidized housing?

O0e O
XX K

5.8 Do you give priority in eligibility to:

e Elderly?
e Disabled?
e Young children?

e Households with high energy burdens?

e Other?

AKX
| I [

Explanation: Households with high energy consumption

Benefit Levels

5.9 Do you have a maximum LIHEAP weatherization benefit/expenditure per household?

X O

5.10 If yes, what is the maximum amount? $11,000
NOTE: unless additional expenditure is authorized in writing by the Department. Types of Assistance,

2605(c)(1), (B) & (D)



5.11What LIHEAP weatherization measures do you provide? (Check all categories that apply.)

& Weatherization needs/assessments/audits

[X] caulking and insulation

X] storm windows

& Furnace/heating system modifications/repairs

X Furnace replacement

& Cooling system modifications/repairs

& Water conservation measures

X] compact fluorescent light bulbs

X] Energy related roof repair

& Major appliance repairs

& Major appliance replacement

& Windows/sliding glass doors

& Doors

& Water Heater

& Cooling system replacement

& Other (describe)
Solar screens or window film. Smart thermostats, miscellaneous repairs up to $500 for structural and
ancillary only if required to enable effective weatherization; Window screens to help prevent exposure

to the Zika virus for Households with pregnant women.

If any of the questions require further explanation or clarification that could not be made in the fields
provided, attach a document with said explanation here.



Section 6: Outreach, 2605(b)(3) — Assurance 3, 2605(c)(3)(A)

6.1 Select all outreach activities that you conduct that are designed to assure that eligible households
are made aware of all LIHEAP assistance available:

[X] Place posters/flyers in local and county social service offices, offices of aging, Social Security
offices, VA, etc.

X] Publish articles in local newspapers or broadcast media announcements.

[ ] Include inserts in energy vendor billings to inform individuals of the availability of all types of
LIHEAP assistance.

|:| Mass mailing(s) to prior-year LIHEAP recipients.

|E Inform low income applicants of the availability of all types of LIHEAP assistance at application
intake for other low-income programs.

[ ] Execute interagency agreements with other low-income program offices to perform outreach
to target groups.

[ ] Other (specify):

Section 7: Coordination, 2605(b)(4) — Assurance 4

7.1 Describe how you will ensure that the LIHEAP program is coordinated with other programs available
to low-income households (TANF, SSI, WAP, etc.)

|E Joint application for multiple programs
|E Intake referrals to/from other programs
[ ] One-stop intake centers

[ ] Other — describe:

Section 8: Agency Designation, 2605(b)(6) — Assurance 6

8.1 How would you categorize the primary responsibility of your State agency?
|Z| Administration Agency
|:| Commerce Agency
|:| Community Services Agency
|:| Energy/Environment Agency
|:| Housing Agency
|:| Welfare Agency
[ ] other — describe:



Alternate Outreach and Intake, 2605(b)(15) — Assurance 15

8.2 How do you provide alternate outreach and intake for HEATING ASSISTANCE?

Report of available services at various workgroup meetings with community stakeholders (disability,

health services, homeless, etc), and presentation at area events.

8.3 How do you provide alternate outreach and intake for COOLING ASSISTANCE?

Report of available services at various workgroup meetings with community stakeholders (disability,

health services, homeless, etc), and presentation at area events.

8.4 How do you provide alternate outreach and intake for CRISIS ASSISTANCE?

In instances of natural disaster, subrecipients and statewide or regional contractors coordinate with other
assistance organizations (shelters, Red Cross, etc.). Report of available services at various workgroup
meetings with community stakeholders (disability, health services, homeless, etc), and presentation at

area events.

Question 8.5 Heating Cooling Crisis Weatherization
8.5a. Who determines client | Local Local Local Local
eligibility? governments, governments, | governments | governments,
CAAs and Other | CAAs and , CAAs and CAAs and Other
Nonprofits, Other Other Non-profits,
Statewide or Nonprofits, Nonprofits, Statewide or
Regional Statewide or | Statewide or | Regional
Contractors Regional Regional Contractors
Contractors Contractors
8.5b. Who processes benefit | Local Local Local N/A
payments to gas and electric | governments, governments, | governments
vendors? CAAs and Other | CAAs and , CAAs and
Nonprofits, Other Other
Statewide or Nonprofits, Nonprofits,
Regional Statewide or | Statewide or
Contractors Regional Regional
Contractors Contractors




Question 8.5 Heating Cooling Crisis Weatherization
8.5c. Who processes benefit | Local Local Local N/A
payments to bulk fuel vendors? | governments, governments, | governments

CAAs and Other | CAAs and , CAAs and

Nonprofits, Other Other

Statewide or Nonprofits, Nonprofits,

Regional Statewide or | Statewide or

Contractors Regional Regional

Contractors Contractors

8.5d. Who performs installation | N/A N/A N/A Local
of weatherization measures? governments,

CAAs and Other
Nonprofits-most
subcontract with
local contractors,
Statewide or
Regional
Contractors

Note for 8.5: In the USHHS-OLDC system where the State Plan is entered, it only allows states to select
one type of entity. The Department will select Nonprofits; although we will also contract with Units of
government and CAAs.

8.6 What is your process for selecting local administering agencies?
The Department ensures that to the extent it is necessary to designate local administrative agencies in
order to carry out the purposes of Title 42 U.S.C. §§8621, et seq. special consideration is given to any local
public or private nonprofit agency which was receiving CSBG or LIHEAP funds.

(1) The Department before giving such special consideration, determines that the agency involved meets
program and fiscal requirements established by law and by the Department; and

(2) if there is no such agency because of any change in the assistance furnished to programs for
economically disadvantaged persons, then the Department gives special consideration in the designation
of local administrative agencies to any successor agency which is operated in substantially the same
manner as the predecessor agency which did receive funds for the fiscal year preceding the fiscal year for
which the determination is made.

Currently, the Department administers all aspects of program delivery through subrecipients that have
demonstrated that they are operating the program in accordance with the Economic Opportunity Act of
1964, the Low-Income Home Energy Assistance Act of 1981, as amended (42 U.S.C. §§8621, et seq.), and
Department rules. If subrecipients are successfully administering the program, the Department may offer
to renew the contract. However, the Department will utilize funds that have been deobligated in
compliance with TAC rule §6.304, voluntarily relinquished annual allocation LIHEAP funds, and
supplemental LIHEAP funding from the American Rescue Plan Act and the Infrastructure and Investment
Jobs Act to contract with either a statewide or regional LIHEAP contractors. Additionally, if the State
receives a large supplemental appropriation for LIHEAP, the Department may allocate some or all of the
funds to a statewide or regional contractors. Funds allocated to statewide or regional contractors will be
allocated and utilized to benefit the county(ies) of the State for which those funds were intended to



benefit and the statewide or regional contractors will utilize the funds to benefit the county(ies) for which
the funds were allocated.

If the Department determines that an organization is not administering the program satisfactorily,
corrective actions are taken to remedy the problem. Thereafter, if a subrecipient fails to administer the
program correctly, the Department may proceed with the process provided for in Department rules of
removing funds and reassign the service area or a portion to another existing subrecipient or conduct
solicitation or selection of a new subrecipient in accordance with the Low-Income Home Energy Assistance
Act of 1981. The affected subrecipient may request a hearing in accordance with §2105.204 of the Texas
Government Code.

However, the Department retains the right to go through a procurement process for some or all aspects
of the LIHEAP program.

8.7 How many local administering agencies do you use? 36
8.8 Have you changed any local administering agencies from last year? & Yes D No

8.9 If so, why?
|Z| Agency was in noncompliance with grantee requirements for LIHEAP
|:| Agency is under criminal investigation
[ ] Added agency
|:| Agency closed
[]

Other — describe — voluntary relinquishment



Section 9: Energy Suppliers, 2605(b)(7) — Assurance 7

9.1 Do you make payments directly to home energy suppliers?

Heating |E Yes |:| No
Cooling X] Yes [] No
Crisis X] Yes [] No

Are there exceptions? [ | Yes X] No
If yes, describe:

9.2 How do you notify the client of the amount of assistance paid?
The administering agency informs them once the determination is made.

9.3 How do you assure that the home energy supplier will charge the eligible household, in the normal
billing process, the difference between the actual cost of the home energy and the amount of the
payment?

Vendor agreements are used in all components. The Department provides subrecipients and statewide
or regional contractors with a Department approved Vendor Agreement to utilize. The document can be
found at the Department’s website at https://www.tdhca.state.tx.us/community-
affairs/ceap/guidance.htm

9.4 How do you assure that no household receiving assistance under this title will be treated adversely
because of their receipt of LIHEAP assistance?

Vendor Agreements are used in all components. The Department provides subrecipients and statewide or
regional contractors with a Department approved Vendor Agreement to utilize. The document can be
found at the Department’s website at https://www.tdhca.state.tx.us/community-
affairs/ceap/guidance.htm

9.5 Do you make payments contingent on unregulated vendors taking appropriate measures to
alleviate the energy burdens of eligible households? |:| Yes |E No. If so, describe
the measures unregulated vendors may take.

Section 10: Program, Fiscal Monitoring, and Audit, 2605(b)(10) — Assurance 10

10.1. How do you ensure good fiscal accounting and tracking of LIHEAP funds?
1. Review annual audits
2.  Monitor fiscal records
3. Review current and prior year monthly expenditure and performance reports

Audit Process
10.2. Isyour LIHEAP program audited annually under the Single Audit Act and OMB
Circular A-133? X Yes [] No


https://www.tdhca.state.tx.us/community-affairs/ceap/guidance.htm
https://www.tdhca.state.tx.us/community-affairs/ceap/guidance.htm

10.3. Describe any a

udit findings rising to the level of material weakness or reportable condition cited

in the A-133 audits, Grantee monitoring assessments, inspector general reviews, or other
government agency reviews of the LIHEAP agency from the most recently audited federal fiscal
year.
Finding!’ Type Brief Summary Resolved? | Action Taken
LIHEAP Reporting Certain line items | Yes Several upgrades to the
Performance Data reported did not automated system have
Form agree to the been made. The
discrepancies supporting Department is  still
schedules for the working to resolve the
amounts finding.
reported in
Schedule 2

10.4. Audits of Local
What type

Administering Agencies
s of annual audit requirements do you have in place for local administering

agencies/district offices?

|E Local agencies/district offices are required to have an annual audit in
compliance with 2 CFR 200 — Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance).'®

|:| Local agencies/district offices are required to have an annual audit (other than
2 CFR 200 — Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance)).

10.4 (continued)

X Local agencies/district offices 2 CFR 200 — Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance) or other independent audits are reviewed by Grantee as part
of compliance process.

|E Grantee conducts fiscal and program monitoring of local agencies/district
offices.

Compliance Monitoring

10.5. Describe the Grantee’s strategies for monitoring compliance with the Grantee’s and Federal
LIHEAP policies and procedures by:

Grantee employees:
X] Internal pr

ogram review

|Z| Departmental oversight

[ ] Secondary

review of invoices and payments

|Z| Other program review mechanisms are in place. Describe: Cross Division peer review of

documents

18 For 2022, Subrecipients and statewide or regional contractors will follow the audit requirements in 45 CFR 75 Subpart F, as
applicable, and the requirements in the Texas Single Audit Act.



Local Administering Agencies/District Offices:

On-site evaluation

Annual program review

Monitoring through Central Database

Desk reviews

Client File Testing/Sampling

Other program review mechanisms are in place. Describe: Desk review of 2 CFR 200 — Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance); A review of the Subrecipient’s and statewide or regional contractors’
resolution of prior monitoring or Single Audit reports is performed prior to awarding new
contracts.

XXX

10.6. Explain, or attach a copy of, your local agency monitoring schedule and protocol.
See attached monitoring schedule and monitoring instruments.

Describe how you select local agencies for monitoring reviews?

On-site monitoring visits and desk reviews are mechanisms used for in-depth investigation and overall
assessment, respectively. The Department will conduct on-site monitoring reviews and desk reviews of
contracts based on an assessment of risk of non-compliance with program requirements. Subrecipient
and statewide or regional contractors monitors review necessary program documents and financial
records through desk reviews and on-site reviews. LIHEAP subrecipients and statewide or regional
contractors are monitored at least once every three years. This is a component of the risk assessment
score. If a subrecipient also has Community Service Block Grant funds, the LIHEAP monitoring may be
done at the same time. Subrecipients and statewide or regional contractors that leverage LIHEAP funds
with DOE funds for weatherization are subject to a programmatic, fiscal, and unit inspection review
according to the DOE monitoring schedule (once a year). Contracts may also be selected for monitoring
based on other factors, such as prior monitoring findings, issues noted in the Single Audit, complaints,
and/or special requests.

10.7. Site Visits: Onsite monitoring visits are conducted at least once every three years. The Department
will inspect a minimum of 5% of all LIHEAP weatherized units reported as complete.
Desk Reviews: Some materials are requested and reviewed at the Department’s office prior to the
onsite visit.

10.8. How often is each local agency monitored? At least once every three years.

10.9. What is the combined error rate for eligibility determinations? (Optional question) Optional

10.10. What is the combined error rate for benefit determinations? (Optional question)
Optional

10.11. How many local agencies are currently on corrective action plans for eligibility and/or benefit
determination issues? (Number only) -0

10.12. How many local agencies are currently on corrective action plans for financial accounting or
administrative issues? (Number only) -0



Section 11: Timely and Meaningful Public Participation, 2605(b)(12) — Assurance 12, 2605(c)(2)

11.1 How did you obtain input from the public in the development of your LIHEAP plan?
Check all that apply:
|:| Tribal Council meeting(s)
|E Public Hearing(s)
[X] Draft Plan posted to website and available for comment
|E Hard copy of plan is available for public view and comment
|E Comments from applicants are recorded
<] Request for comments on draft Plan is advertised
[ ] Stakeholder consultation meeting(s)
X] Comments are solicited during outreach activities
[ ] Other, describe:

11.2  What changes did you make to your LIHEAP plan as a result of this participation?
Increased annual caps on benefit levels and on repairs or replacement of inoperable cooling and heating

systems.

Description: Increased annual caps on benefit levels and on repairs or replacement of inoperable cooling
and heating systems.

Public Hearings, 2605(a)(2)

11.3 List the date(s) and location(s) that you held public hearing(s) on the proposed use and
distribution of your LIHEAP funds?

Date Event Description
Southside Community Center, 959 E. Rosedale, room #3, Fort Worth, TX 76104
Monday,
May 9, 2022,
2:30 pm -
3:00 p.m.
Tuesday, 1415 East 2nd, Odessa, TX 79762
May 10,
2022, at 5:30
p.m. - 6:00
p.m.
Wednesday, | Baker Ripley, 3838 Aberdeen Way, 1% Floor Education Center Room, Houston,
May 11, | TX 77025
2022, at 1:30
p.m. - 2:00
p.m.
Thursday, Rusk building, room #320, 208 E. 10%" Street, Austin, TX 78701
May 12 at
5:30 p.m. -
6:00 p.m.

11.4 How many parties commented on your plan at the hearing(s)? TBD



11.5 Summarize the comments you received at the hearing(s).

TBD11.6  What changes did you make to your LIHEAP plan as a result of the comments received at the
public hearing(s)?

TBD
Section 12: Fair Hearings, 2605(b)(13) — Assurance 13

12.1  How many fair hearings did the grantee have in the prior Federal fiscal year?
None

12.2 How many of those fair hearings resulted in the initial decision being reversed? N/A

12.3 Describe any policy and/or procedural changes made in the last Federal fiscal year as a result of
fair hearings? None

12.4 Describe your fair hearing procedures for households whose applications are denied.
Subrecipient contracts include the following section:

APPEALS PROCESS

In compliance with the LIHEAP Act, Subrecipient and statewide or regional contractors must provide an
opportunity for a fair administrative hearing to individuals whose application for assistance is denied,
terminated or not acted upon in a timely manner. Subrecipient and statewide or regional contractors must
establish a denial of service complaint procedure in accordance with 10 TAC §6.8 of the State Rules. The
rule states:

(b) Subrecipient and statewide or regional contractors shall establish a denial of service complaint
procedure to address written complaints from program applicants/customers. At a minimum, the
procedures described in paragraphs (b)(1) - (8) of this subsection shall be included:

(1) Subrecipients and statewide or regional contractors shall provide a written denial of assistance
notice to applicant within ten (10) calendar days of the determination. Such a determination is defined
as a denial of assistance, but does not include a level of assistance lower than the possible program
limits or a reduction in assistance, as long as such process is in accordance with the Subrecipient's and
statewide or regional contractors written policy. This notification shall include written notice of the right
of a hearing and specific reasons for the denial by program. The applicant wishing to appeal a decision
must provide written notice to Subrecipient within twenty (20) days of receipt of the denial notice.

(2) A Subrecipient and statewide or regional contractors must establish an appeals committee
composed of at least three persons. Subrecipient shall maintain documentation of appeals in their
customer files.

(3) Subrecipients and statewide or regional contractors shall hold a private appeal hearing (unless
otherwise required by law) by phone or in person in an accessible location within ten (10) business days
after the Subrecipient received the appeal request from the applicant and must provide the applicant
notice in writing of the time/location of the hearing at least seven (7) calendar days before the appeal
hearing.

(4) Subrecipient and statewide or regional contractors shall record the hearing.

(5) The hearing shall allow time for a statement by Subrecipient staff with knowledge of the case.



(6) The hearing shall allow the applicant at least equal time, if requested, to present relevant
information contesting the decision.

(7) Subrecipient and statewide or regional contractors shall notify applicant of the decision in writing.
The Subrecipient and statewide or regional contractors shall mail the notification by close of business on
the third calendar day following the decision (three day turn-around).

(8) If the denial is solely based on income eligibility, the provisions described in paragraphs (2) - (7) of
this subsection do not apply and the applicant may request a recertification of income eligibility based
on initial documentation provided at the time of the original application. The recertification will be an
analysis of the initial calculation based on the documentation received with the initial application for
services and will be performed by an individual other than the person who performed the initial
determination. If the recertification upholds the denial based on income eligibility documents provided
at the initial application, the applicant is notified in writing.

(c) If the applicant is not satisfied, the applicant may further appeal the decision in writing to the
Department within ten (10) days of notification of an adverse decision.

(d) Applicants/customers who allege that the Subrecipient and statewide or regional contractors has
denied all or part of a service or benefit in a manner that is unjust, violates discrimination laws, or
without reasonable basis in law or fact, may request a contested hearing under Tex. Gov’t Code, Chapter
2001.

(e) The hearing under subsection (d) shall be conducted by the State Office of Administrative Hearings
on behalf of the Department in the locality served by the Subrecipient, for which the procedures are
further described in §1.13, relating to Contested Case Hearing Procedures, of this title.

(f) If the applicant/customer appeals to the Department, the funds should remain encumbered until the
Department completes its decision.

12.5 When and how are applicants informed of these rights?
Within ten days of the determination, the subrecipient must provide written notification to the applicant.

12.6 Describe your fair hearing procedures for households whose applications are not acted on in a
timely manner.

An Applicant requests a hearing with the Subrecipient and statewide or regional contractors initially. If
not satisfied with the results of the Subrecipient’s and statewide or regional contractor’s hearing, the
Applicant then appeals to the Texas Department of Housing and Community Affairs. The Department
then schedules a fair administrative hearing.

12.7 When and how are applicants informed of these rights?

Applicants are informed of their rights either by 1) informing them on the application itself, 2) handing
them a document with such information at the time of application, 3) displaying posters at intake
offices, or 4) providing them the information in the denial of LIHEAP assistance letter that is mailed to
the applicant.

Section 13: Reduction of home energy needs, 2605(b)(16) — Assurance 16

13.1 Describe how you use LIHEAP funds to provide services that encourage and enable households to
reduce their home energy needs and thereby the need for energy assistance?



N/A- The State does not use funds under Assurance 16.

13.2 How do you ensure that you don't use more than 5% of your LIHEAP funds for these activities?
NA-The State does not use funds under Assurance 16.

13.3 Describe the impact of such activities on the number of households served in the previous Federal
fiscal year.
NA-The State does not use funds under Assurance 16.

13.4 Describe the level of direct benefits provided to those households in the previous Federal fiscal
year.

NA-The State does not use funds under Assurance 16.

13.5 How many households applied for these services?
NA-The State does not use funds under Assurance 16.

13.6 How many households received these services?
NA-The State does not use funds under Assurance 16.

Section 14: Leveraging Incentive Program, 2607A
14.1 Do you plan to submit an application for the leveraging incentive program?

[] Yes X] No

14.2  Describe instructions to any third parties and/or local agencies for submitting LIHEAP leveraging
resource information and retaining records. NA

14.3  For each type of resource and/or benefit to be leveraged in the upcoming year that will meet the
requirements of 45 C.F.R. § 96.87(d)(2)(iii), describe the following:

Resource | What is the type of resource or | What is the source(s) | How will the resource be
benefit? of the resource? integrated and coordinated
with LIHEAP?
NA NA NA NA

Section 15: Training

15.1 Describe the training you provide for each of the following groups:



a.

Grantee Staff:
|E Formal training on grantee policies and procedures

How often?

[ ] Annually

[ ] Biannually
X] As needed

[ ] Other — Describe:

|:| Employees are provided with policy manual

X] other — Describe:

Employees are provided with all the information necessary to administer the LIHEAP. The
Department training team provides its new staff with programmatic orientation training
and are invited to observe and participate in Subrecipient trainings as well.

b. Local Agencies:

X] Formal training conference

How often?

<] Annually

[ ] Biannually

<] As needed

|E Other — Describe: The Department offers a manager training for newly hired
managers or Executive Directors, as needed, which is then followed up with
individualized technical assistance. The Department hosts meetings and training
events on an as needed basis with Subrecipients and statewide or regional
contractors to conduct necessary training and/or make announcements. The
Department collaborates with the Texas Association of Community Action Agencies
to coordinate training for Subrecipients and statewide or regional contractors.
Training for Subrecipients and statewide or regional contractors occurs at an annual
conference sponsored by the Texas Association of Community Action Agencies each
year. The Department provides Energy Audit training to agencies as needed, along
with Department posted Energy Audit Student Guide and Best Practices on its
website. The Department provides a template for developing the Annual Service
Delivery Plan and a guide for developing it. The Department develops data tools
and trains agencies as needed on how to analyze their data to improve efficiency
and productivity. Emails, Go-To-Webinars, MS Teams for virtual TTA, and phone
calls are common communication means with which the Department trains, assists,
and communicates with LIHEAP Subrecipients and statewide or regional
contractors.

|Z| On-site training

How often?
Annually

[ ] Biannually
X] As needed

X] other —

The Department identifies key areas for training needs based upon monitoring
reports, new regulations, and Subrecipient and statewide or regional contractors
requests. Since COVID, the Department has developed robust and effective virtual



training courses to address Subrecipient TTA needs. The Department provides
training as needed to individual agencies and network wide trainings on a variety
of topics such as: process mapping, production, data analysis, intake, client file
documentation, weatherization assessments, audits, final inspections, working with
contractors, reporting, and technical assistance for service delivery. Onsite training
is provided as warranted. The Department also supplies Subrecipients with online
resources, training centers, and conference information to obtain skills and
certifications.
[ ] Employees are provided with policy manual
|E Other — Describe: The Department uses an online portal (i.e., Wufoo) that agencies use
daily for quick responses to questions or for requesting training. As needed, the
Department schedules meetings to provide information, training, and technical assistance
to the local agencies. Emails, the online portal, Go-To-Webinar, MS Teams for virtual TTA,
and phone calls are the common methods used by the Department to train, assist, and
communicate with LIHEAP Subrecipients and statewide or regional contractors. The
Department creates tools, guides, best practices, and FAQs that are posted on program

webpages.
c. Vendors
[ ] Formal training conference
How often?
[ ] Annually
[ ] Biannually
[ ] As needed

[ ] Other — Describe:
|E Policies communicated through vendor agreements
[ ] Policies are outlined in a vendor manual
[ ] Other — Describe:

15.2 Does your training program address fraud reporting and prevention?

|E Yes |:| No

Section 16: Performance Goals and Measures, 2605(b)

16.1 Describe your progress toward meeting the data collection and reporting requirements of the four
required LIHEAP performance measures. Include timeframes and plans for meeting these
requirements and what you believe will be accomplished in the coming federal fiscal year.

The Department was able to meet the four LIHEAP performance measures.

The Department currently requires subrecipients and statewide or regional contractors to upload data
related to the four performance measures into our State reporting system. The Department has made
this reporting a contractual requirement for all LIHEAP subrecipients and statewide or regional
contractors. The Department periodically reviews uploaded summary reports and offers technical
assistance to subrecipients and statewide or regional contractors who may not understand what to report
or may not upload the data in a timely fashion.



Section 17: Program Integrity, 2605(b)(10)

17.1 Fraud Reporting Mechanisms
a. Describe all mechanisms available to the public for reporting cases of suspected waste,

fraud, and abuse. Select all that apply.

Online Fraud Reporting

Dedicated Fraud Reporting Hotline

Report directly to local agency/district office or Grantee office

Report to State Inspector General or Attorney General

Forms and procedures in place for local agencies/district offices and vendors
to report fraud, waste, and abuse.

[ ] Other—describe:

DX

Note: TDHCA’s website has a webpage named “Report Fraud, Waste, and Abuse by TDHCA Management
and Staff” directing persons who suspect fraud, waste, and abuse by TDHCA management and staff to
report to the State Auditor’s Office at https://sao.fraud.texas.gov/ReportFraud/. Subrecipients and
statewide or regional contractors are required to establish fraud, waste, and abuse procedures.

b. Describe strategies in place for advertising the above-referenced resources. Select all that
apply.

[ ] Printed outreach materials

|:| Addressed on LIHEAP application
X] Website

[ ] Other—describe:

17.2 Identification Documentation Requirements
a. Indicate which of the following forms of identification are required or requested to be

collected from LIHEAP applicants or their household members.

Collected from Whom?

Type of Identification Collected Applicant All Adults in HH .Members
Only HH Seeking
Assistance*
Required Required Required
Social Security Card is |:| |:| |:|
photocopied and retained Requested Requested Requested

[]
[]
[]

Required Required Required

[]
[]
[]

Social Security Number (without
actual card) Requested Requested Requested

[]
[]
[]



https://sao.fraud.texas.gov/ReportFraud/

Government-issued identification
card (e.g.,: driver’s license, state
ID, Tribal ID, passport, etc.)

Required Required Required
Requested Requested Requested

[

[

[

the
and
statewide or
regional

contractors at the

time of application. See
attachment.

identification to
subrecipients

]

[]

[]

[]

X

Applicant Applicant All Adults in | All  Adults in | All Household ﬁgusehold
# Other Only Only House hold | Household Members Members

Required Requested | Required Requested Required Requested
1 Other: clients provide

[]

*Households may include members who are not seeking assistance and may not be included in the
household count. A live in aide or attendant is not considered part of the Household for purposes of

determining Household income, but is considered for a benefit based on the size of the Household.

17.3

b. Describe any exceptions to the above policies: NA

Identification Verification
Describe what methods are used to verify the authenticity of identification documents provided by clients

or household members. Select all that apply.
Verify SSNs with Social Security Administration

NERRNEEEE.

Match SSNs with death records from Social Security Administration or state agency

Match SSNs with state eligibility/management system (e.g., SNAP, TANF)
Match with state Department of Labor system

Match with state and/or federal corrections system
Match with state child support system
Verification using private software (e.g., The Work Number)
In-person certification by staff (for tribal grantees only)
Match SSN/Tribal ID number with tribal database or enrollment records (for tribal grantees only)

Other — describe:

Subrecipients and statewide or regional contractors verify the authenticity of identification
documents provided by clients who are not U.S. citizens or nationals. That verification is made

through the Systematic Alien Verification for Entitlements (SAVE) system.

Citizenship/Legal Residency Verification

What are your procedures for ensuring that household members are U.S. citizens or aliens who

are qualified to receive LIHEAP benefits?

|:| Clients sign an attestation of citizenship or legal residency
|:| Clients’ submission of Social Security cards is accepted as proof of legal residency
|Z| Noncitizens must provide documentation of immigration status
|Z| Citizens must provide a copy of their birth certificate, naturalization papers, or passport




|E Noncitizens are verified through the SAVE system
|:| Tribal members are verified through Tribal database/Tribal ID card
[X] Other — describe: U.S. Nationals will have to provide documentation of that status.

17.5 Income Verification
What methods does your agency utilize to verify household income?
X] Require documentation of income for all adult household members
Xpay stubs
X] Social Security award letters
[ ] Bank statements
[ ] Tax statements
X]zero-income statements
X]unemployment Insurance letters
[X]other — describe: Court Documents or government benefit statements as applicable.

[ ] Computer data matches:
D Income information matched against state computer system (e.g., SNAP, TANF)
D Proof of unemployment benefits verified with state Department of Labor
[ ] Social Security income verified with SSA
[ ] uUtilize state directory of new hires
[ ] Other—describe:

17.6  Protection of Privacy and Confidentiality
Describe the financial and operating controls in place to protect client information against improper use
or disclosure.
& Policy in place prohibiting release of information without written consent
|:| Grantee LIHEAP database includes privacy/confidentiality safeguards
& Employee training on confidentiality for:
X] Grantee employees
Xlocal agencies/district offices
|:| Employees must sign confidentiality agreement
[ ] Grantee employees
[ Jlocal agencies/district offices
X] Physical files are stored in a secure location
X] Other — describe: Grantee contracts include the following section:

RECORD KEEPING REQUIREMENTS

Subrecipient and statewide or regional contractors acknowledges that all information collected,
assembled, or maintained by subrecipient pertaining to this Contract, except records made confidential
by law, is subject to the Texas Public Information Act (Chapter 552 of Texas Government Code) and must
provide citizens, public agencies, and other interested parties with reasonable access to all records
pertaining to this Contract subject to and in accordance with the Texas Public Information Act.

Texas Administrative Code, Title 10 Chapter 1, Subchapter D §1.409 requires that:

(a) Client Records including Multifamily Development Owners. The Department requires subrecipient
organizations and statewide or regional contractors to document client services and assistance.



Subrecipient organizations must arrange for the security of all program-related computer files through a
remote, online, or managed backup service. Confidential client files must be maintained in a manner to
protect the privacy of each client and to maintain the same for future reference. Subrecipient
organizations and statewide or regional contractors must store physical client files in a secure space in a
manner that ensures confidentiality and in accordance with Subrecipient organization and statewide or
regional contractors policies and procedures. To the extent that it is financially feasible, archived client
files should be stored offsite from Subrecipient and statewide or regional contractors headquarters, in a
secure space in a manner that ensures confidentiality and in accordance with organization policies and
procedures.

(b) Records of client eligibility must be retained for five (5) years starting from the date the Household
activity is completed, unless otherwise provided in federal regulations governing the program.

(c) Other records must be maintained as described in the Contract or the LURA, and in accordance with
federal or state law for the programs described in the Chapters of this Part.

17.7 Verifying the Authenticity of Energy Vendors

What policies are in place for verifying vendor authenticity?

[ ] Allvendors must register with the State/Tribe

[ ] All vendors must supply a valid SSN or TIN/W-9 form

& Vendors are verified through energy bills provided by the household

[ ] Grantee and/or local agencies/district offices perform physical monitoring of vendors
[ ] Other—describe, and note any exceptions to policies above:

17.8 Benefits Policy — Gas and Electric Utilities
What policies are in place to protect against fraud when making benefit payments to gas and electric
utilities on behalf of clients? Select all that apply.
|:| Applicants required to submit proof of physical residency
& Applicants must submit current utility bill
Data exchange with utilities that verifies:
[ ] Account ownership
|:| Consumption
[ ] Balances
|:| Payment history
|:| Account is properly credited with benefit
[ ] Other — describe:
Centralized computer system/database tracks payments to all utilities
Centralized computer system automatically generates benefit level
Separation of duties between intake and payment approval
Payments coordinated among other heating assistance programs to avoid duplication of payments
Payments to utilities and invoices from utilities are reviewed for accuracy
Computer databases are periodically reviewed to verify accuracy and timeliness of payments made
to utilities
Direct payment to households are made in limited cases only
Procedures are in place to require prompt refunds from utilities in cases of account closure
Vendor agreements specify requirements selected above, and provide enforcement mechanism
Other — describe:

[ A = =



17.9 Benefits Policy — Bulk Fuel Vendors
What procedures are in place for averting fraud and improper payments when dealing with bulk fuel
suppliers of heating oil, propane, wood, and other bulk fuel vendors? Select all that apply.

XX

Vendors are checked against an approved vendors list

Centralized computer system/database is used to track payments to all vendors

Clients are relied on for reports of non-delivery or partial delivery

Two-party checks are issued naming client and vendor

Direct payment to households are made in limited cases only

Vendors are only paid once they provide a delivery receipt signed by the client

Conduct monitoring of bulk fuel vendors

Bulk fuel vendors are required to submit reports to the Grantee

Vendor agreements specify requirements selected above, and provide enforcement mechanism
Other — describe:

17.10 Investigations and Prosecutions

Describe the Grantee’s procedures for investigating and prosecuting reports of fraud, and any
sanctions placed on clients/staff/vendors found to have committed fraud. Select all that apply.

[X] Refer to state Inspector General

|E Refer to local prosecutor or state Attorney General

|E Refer to US DHHS Inspector General (including referral to OIG hotline)

X Local agencies/district offices or Grantee conduct investigation of fraud complaints from public
|:| Grantee attempts collection of improper payments. If so, describe the recoupment process.

[ ] Clients found to have committed fraud are banned from LIHEAP assistance. For how long is a
household banned?

|E Contracts with local agencies require that employees found to have committed fraud are
reprimanded and/or terminated

|E Vendors found to have committed fraud may no longer participate in LIHEAP

|E Other — describe: A Subrecipient and statewide or regional contractors may be referred to the
Department’s Enforcement Committee or proposed for debarment.



Section 18: Certification Regarding Debarment, Suspension, and Other Responsibility Matters

Certification Regarding Debarment, Suspension, and Other Responsibility Matters--Primary Covered
Transactions

Instructions for Certification

1. By signing and submitting this proposal, the prospective primary participant is providing the
certification set out below.

2. The inability of a person to provide the certification required below will not necessarily result in
denial of participation in this covered transaction. The prospective participant shall submit an
explanation of why it cannot provide the certification set out below. The certification or explanation will
be considered in connection with the department or agency's determination whether to enter into this
transaction. However, failure of the prospective primary participant to furnish a certification or an
explanation shall disqualify such person from participation in this transaction.

3. The certification in this clause is a material repres