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TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
BOARD MEETING

AGENDA

10:00 a.m.
October 9, 2012

Capitol Extension, Room E1.028
1500 North Congress Ave.
Austin, TX

CALL To ORDER, RoLL CALL J. Paul Oxer, Chairman
CERTIFICATION OF QUORUM

Pledge of Allegiance - | 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.

CONSENT AGENDA

Items 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 action at this meeting.
Under no circumstances does the Consent Agenda alter any requirements under Chapter 551 of the Texas Government Code, Texas
Open Meetings Act.

ITEM1: APPROVAL OF THE FOLLOWING ITEMS PRESENTED IN THE BOARD MATERIALS:

EXECUTIVE: Brooke Boston
a) Presentation, Discussion, and Possible Action regarding the Board Minutes Summary for September 6, 2012 Board Secretary
b) Discussion and Possible Action to authorize the initiation of procurement to select one or more independent Tim Irvine

Executive Director

fact finders to resolve contested quantifiable community participation

ASSET MANAGEMENT: Cari Garcia
¢) Presentation, Discussion, and Possible Action to approve a material amendment to the Land Use Restriction Di. Asset Management
Agreement (LURA) for Denton Affordable Housing Corporation (Special Needs Rental Housing)

d) Presentation, Discussion, and Possible Action to approve a material amendment to the Land Use Restriction
Agreement (LURA) for Denton Affordable Housing Corporation (Strata Drive and Cassie Court)

BOND FINANCE: Tim Nelson
e) Presentation, Discussion, and Possible Action adopting Resolution 13-009 authorizing the Investment of Di. Bond Finance
Escrowed Funds in Mortgage Backed Securities

COMMUNITY AFFAIRS: Michael DeYoung
f)  Presentation, Discussion, and Possible Authorization to Apply for Continuum of Care funds administered by s DED. Nemork & Customer
the U.S. Department of Housing and Urban Development (HUD) under the Homeless Emergency Assistance
and Rapid Transition (HEARTH) Act

MULTIFAMILY FINANCE DIVISION: Cameron Dorsey
g) Presentation, Discussion, and Possible Action to adopt Inducement Resolution No. 13-010 for Multifamily Dir. Multfamily Finance
Housing Revenue Bonds and an Authorization for Filing Applications for Private Activity Bond Authority —
2012 Waiting List
12607 Terrace View Apartments Grand Prairie
12608 Evergreen at McKinney McKinney

h) Presentation, Discussion, and Possible Action Regarding Determination Notices for Housing Tax Credits
with another Issuer

12410 Gateway Northwest Georgetown
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)

Presentation, Discussion, and Possible Action regarding an Award of HOME funds from the 2012-1 HOME
Multifamily Development Program Notice of Funding Availability

12269 Stonebridge at Kelsey Lubbock

NEIGHBORHOOD STABILIZATION PROGRAM:

Marni Holloway

i)  Presentation, Discussion, and Possible Action to approve additional financing options for Land Bank Nefhborhood Stabiizaton Program

properties under Neighborhood Stabilization Program 1 (NSP1) contracts
77090000101 Texas State Affordable Housing Corporation Statewide
77090000108  Affordable Homes of South Texas, Inc. Hidalgo County
77090000150 Community Development Corporation of Brownsville ~ Cameron County
77090000154  City of Port Arthur Jefferson County
77090000204  Affordable Homes of South Texas, Inc. Hidalgo County

RULES:

k) Presentation, Discussion, and Possible Adoption of an order repealing 10 TAC Chapter 7, 8§87.1 - 7.9 S Eric F’”;_e
concerning the Texas First Time Homebuyer Program Rule and an order adopting new 10 TAC Chapter 27, e Tomenunersp
8827.1 - 27.10 concerning the Texas First Time Homebuyer Program Rule and directing their publication in
the Texas Register

[)  Presentation, Discussion, and Possible Adoption of an order adopting new 10 TAC Chapter 20, §§20.1 - e Ho[nfi-o Cibel_lo
20.15 concerning the Single Family Programs Umbrella Rule and directing its publication in the Texas e et Fand
Register

m) Presentation, Discussion, and Possible Adoption of an order repealing 10 TAC Chapter 2, §82.1 — 2.13 o ol Ho{nre? Cibel,lo
concerning the Texas Bootstrap Loan Program Rule and an order adopting new 10 TAC Chapter 24, §§24.1 " " ist Fund
— 24.13 concerning the Texas Bootstrap Loan Program Rule and directing their publication in the Texas
Register

n) Presentation, Discussion, and Possible Adoption of an order repealing 10 TAC Chapter 3, §§3.1 -39 HOIm_I?i_O Ct:bel_lo
concerning the Colonia Self-Help Center Program Rule and an order adopting new 10 TAC Chapter 25, o e e Fung
§§25.1 — 25.9 concerning the Colonia Self-Help Center Program Rule and directing their publication in the
Texas Register

0) Presentation, Discussion, and Possible Adoption of an order repealing 10 TAC Chapter 51, §851.1 — 51.11 o ol Ho{nre? Cibel,lo
concerning the Texas Housing Trust Fund (HTF) Program Rule and adopting new 10 TAC Chapter 26, st Fung
8826.1 — 26.7 concerning the Housing Trust Fund Program Rule and directing their publication in the Texas
Register

p) Presentation, Discussion, and Possible Adoption of an order amending 10 TAC Chapter §9.1 and §9.2 . magnidl'é?lgﬁ?vvlay
concerning the Texas Neighborhood Stabilization Program Rule and an order adopting new §9.8, 10 TAC o oo oaran
Chapter 29, 8829.1 - 29.8 concerning the Neighborhood Stabilization Program Rule and directing their
publication in the Texas Register

q) Presentation, Discussion, and Possible Adoption of orders repealing 10 TAC Chapter 53, Subchapter C, Sara Néfwngfg
concerning Homeowner Rehabilitation Assistance Program Activity; Subchapter D, concerning Homebuyer "
Assistance Program Activity; Subchapter E, concerning Contract for Deed Conversion Program Activity;

Subchapter F, concerning Tenant Based Rental Assistance Program Activity, and Subchapter G, concerning
Single Family Development Program Activity; and order adopting new 10 TAC Chapter 23, concerning
HOME Single Family Program, and directing their publication in the Texas Register

r)  Presentation, Discussion, and Possible Action proposing amendments to 10 TAC Chapter 5 Community R 'IDyJCNhivelkD&egotung
Affairs Programs, Subchapter A, General Provisions, §§5.2 - 5.5, 5.7, 5.9 - 5.14, 5.16, 5.17, 519 - 5.22and " enie
proposing a new §5.23 concerning Protected Health Information and directing their publication in the Texas
Register

s) Presentation, Discussion, and Possible Action regarding proposing amendments to 10 TAC Chapter 5 N _lDQ/[l)icNhivelgecYOtung
Community Affairs Programs, Subchapter B, Community Services Block Grant (CSBG) §85.201, 5.203 — o ot o e
5.207 and 5.210 - 5.217, and directing their publication in the Texas Register

t)  Presentation, Discussion, and Possible Action regarding proposed amendments to 10 TAC Chapter 5 Michael DeYoung

Community Affairs Programs, Subchapter D, Comprehensive Energy Assistance Program (CEAP) §85.401 -

Assist. DED, Network & Customer
Service
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5.408, 5.421 - 5.423, and 5.430 - 5.432, proposing the repeal of §85.424 and 5.425, and proposed new
§5.424 concerning Utility Assistance Component, and directing their publication in the Texas Register

u) Presentation, Discussion, and Possible Action proposing an amendment to 10 TAC Chapter 5 Community
Affairs Programs, Subchapter F, Weatherization Assistance Program Department of Energy, §5.601
concerning DOE Cost Principles and Administrative Requirements and directing their publication in the
Texas Register

v)  Presentation, Discussion, and Possible Action proposing the repeal of 10 TAC Chapter 5 Community Affairs
Programs, Subchapter |, concerning Weatherization Assistance Program Department of Energy American
Recovery and Reinvestment Act (WAP ARRA), and directing their publication in the Texas Register

The Board accepts the following reports:

1.

Presentation and Discussion of the Status Report on the Implementation of the American Recovery and
Reinvestment Act of 2009 (Recovery Act)

Status Report on the HOME Program Contracts and Reservation System Participants for August and Year-to-
Date

Update on the Status of the Preparation of the State of Texas Plan for Fair Housing Choice: Analysis of
Impediments

4. Report on Homeless Housing and Services Program and Emergency Solutions Grants Program Awards through
the Community Affairs Division
5. TDHCA Outreach Activities, September 2012
ACTION ITEMS
ITEM 2: RULES:
Presentation, Discussion, and Possible adoption of an order and Resolution No. 13-011 adopting new 10 TAC
Chapter 28, §828.1 - 28.9 concerning the Taxable Mortgage Program (TMP) Rule and directing that it be
published in the Texas Register, and also authorizing payment of a servicing release premium
ITEM3: HOME:
a) Presentation, Discussion, and Possible Action to authorize the issuance of the 2012 HOME Single Family
Programs Reservation System Notice of Funding Availability (NOFA) for Homebuyer Assistance,
Homeowner Rehabilitation Assistance, and Tenant Based Rental Assistance
b) Presentation, Discussion, and Possible Action to authorize the issuance of the 2012 HOME Single Family
Development (SFD) Activity Program Notice of Funding Availability (NOFA)
ITEM 4: MULTIFAMILY FINANCE DIVISION:
a) Presentation and Discussion regarding the status of the 2012 Competitive (9%) Housing Tax Credit Round
b) Presentation and Discussion regarding policy issues and receipt of public comment related to 2013 Qualified
Allocation Plan. No action is contemplated or recommended at this time but it may be taken based on public
comment and Board deliberations at the meeting.
ITEM5: HOUSING RESOURCE CENTER:

a) Presentation, Discussion, and Possible Action to approve The Contract for Deed Prevalence Project: A final
report to the Texas Department of Housing and Community Affairs

b) Presentation, Discussion, and Possible Action to approve and publish the proposed 2013 Regional
Allocation Formula Methodology for Public Comment

c) Holding of a public hearing to receive public comment on the 2013 State of Texas Consolidated Plan: One-
Year Action Plan

Michael DeYoung
Assist. DED, Network & Customer
Service

Michael DeYoung
Assist. DED, Network & Customer
Service

Brooke Boston
DED SF, CA & Metrics

Sara Newsom
Dir. HOME

Jennifer Molinari
Fair Housing Coordinator

Michael DeYoung
Assist. DED, Network & Customer
Service

Michael Lyttle

Dir. External Affairs

Eric Pike

Dir. Texas Homeownership

Sara Newsom
Dir. HOME

Cameron Dorsey
Dir. Multifamily Finance

Elizabeth Yevich

Dir. Housing Resource Center

PUBLIC COMMENT ON MATTERS OTHER THAN ITEMS FOR WHICH THERE WERE POSTED AGENDA ITEMS.
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EXECUTIVE SESSION
The Board may go into Executive Session (close its meeting to the public):

1.

The Board may go into Executive Session Pursuant to Texas Government Code 8551.074 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, including, specifically, the performance evaluation

of the Executive Director.

Pursuant to Tex. Gov't. Code, 8551.071(1) to seek the advice of its attorney about pending or contemplated

litigation or a settlement offer, including:

a) The Inclusive Communities Project, Inc. v. Texas Department of Housing and Community Affairs, et al. filed
in federal district court, Northern District of Texas

b) Pineywoods Home Team Affordable Housing, Inc.; US Bankruptcy Court, Eastern District of Texas; Cause #
12-90255.

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 but not limited

to:

a) Attorney General Opinion Request RQ-1068-GA, Rep. Rene Oliveira;

Pursuant to Tex. Gov't. Code, 8551.072 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.

a) Report

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 & details on each agenda item in the board book, please visit our website at www.tdhca.state.tx.us or contact Nidia Hiroms, 512-475-3930; TDHCA, 221 East 11™ Street, Austin, Texas
78701, and request the information. Individuals who require auxiliary aids, services or sign language interpreters for this meeting should contact Gina Esteves, ADA Responsible Employee, at 512-475-3943 or
Relay Texas at 1-800-735-2989 at least two days before the meeting so that appropriate arrangements can be made. Non-English speaking individuals who require interpreters for this meeting should contact

Nidia Hiroms, 512-475-3930 at least three days before the meeting so that appropriate arrangements can be made.

J. Paul Oxer
Chairman

Personas que hablan espafiol y requieren un intérprete, favor de llamar a Jorge Reyes al siguiente nimero (512) 475-4577 por lo menos tres dias antes de la junta para hacer los preparativos apropiados.
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BOARD ACTION REQUEST
BOARD SECRETARY
OCTOBER 9, 2012

Presentation, Discussion, and Possible Action regarding the Board Minutes Summary for September 6,
2012,

RECOMMENDED ACTION

Approve Board Meeting Minutes Summary for September 6, 2012.

RESOLVED, that the Board Meeting Minutes Summary for September 6, 2012, is
hereby approved as presented.




TEXAS DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS
BOARD MEETING

September 6, 2012
10:00 A.M.

CAPITOL EXTENSION, E2.026
1500 NORTH CONGRESS AVE., AUSTIN, TX

SUMMARY OF MINUTES

CALL 7O ORDER, RoLL CALL, CERTIFICATION OF QUORUM
The Board Meeting of the Texas Department of Housing and Community Affairs of September 6, 2012, was called to order
by J. Paul Oxer, Chair, at 10:05 a.m. It was held at the Capitol Extension, E2.026, 1500 North Congress Ave, Austin,
Texas. Roll call certified a quorum was present.

MEMBERS PRESENT:
J. Paul Oxer, Chair
Tom H. Gann, Vice Chair
Leslie Bingham-Escarefio
Lowell Keig
J. Mark McWatters
Juan Mufioz

Mr. Irvine read for the record a Resolution recognizing William “Bill” Dally for his retirement. Motion by
Lowell Keig to approve resolution; duly seconded by Juan Mufioz; passed unanimously.

CONSENT AGENDA
Items 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 Texas Government Code, Texas Open Meetings Act.

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

Executive
a) Presentation, Discussion, and Possible Action regarding the Board Minutes Summaries for July 10 and July 26, 2012

Internal Audit
b) Presentation, Discussion, and Possible Action regarding Approval of the FY2013 Audit Plan

RULES

¢) Presentation, Discussion, and Possible Action regarding a final order adopting the repeal of 10 TAC Chapter 1, §1.6,
and new 10 TAC Chapter 1, 81.6, concerning Historically Underutilized Businesses for publication in the Texas
Register

d) Presentation, Discussion, and Possible Action regarding a final order adopting the repeal and new 10 TAC Chapter 5,
Subchapter A, §85.2 and 5.3, concerning General Provisions, and a final order adopting amendments to 10 TAC
Chapter 5, Subchapter A, §85.4, 5.8, 5.10, 5.13, 5.15 - 5.17, 5.19, and 5.20, concerning General Provisions, for
publication in the Texas Register

Michael DeYoung, TDHCA Assistant Executive Director, Network and Customer Service, provided corrections to
Item 1d. In 85.20 determining income eligibility, staff inadvertently omitted the language “and DOE” from the
Rule. The correct wording for the Rule should read, “To determine income eligibility for U.S. Department of
Health and Human Services and DOE funded programs.”

e) Presentation, Discussion, and Possible Action regarding a final order adopting new 10 TAC Chapter 5, Subchapter K,
885.2001 - 5.2012, concerning the Emergency Solutions Grants (ESG), for publication in the Texas Register

TDHCA Board of Director's Meeting Minutes Summary
September 6, 2012
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f)  Presentation, Discussion, and Possible Action regarding a final order adopting new 10 TAC Chapter 5, Subchapter J,
85.1006, and the withdrawal of §5.1007, concerning the Homeless Housing and Services Program (HHSP), for
publication in the Texas Register

g) Presentation, Discussion, and Possible Action regarding a proposed repeal of 10 TAC Chapter 1, §1.19 concerning
Deobligated Funds, and proposed new 10 TAC Chapter 1, 81.19 concerning Reabligation of Deobligated Funds and
Other Related Sources of Funds, for public comment and publication in the Texas Register

BOND FINANCE

h) Presentation, Discussion, and Possible Action on Resolution No. 13-004 authorizing the investment of the TMP
Escrow Agreement in mortgage backed securities

i)  Presentation, Discussion, and Possible Action on Resolution 13-005 authorizing the conversion of the fourth tranche
of the New Issue Bond Program 2009C (Program 77), the purchase of warehoused mortgage backed securities with
proceeds of Residential Mortgage Revenue Bonds, Series 2009C-4 and approval of the Single Family Residential
Mortgage Revenue Bonds Special Advisor

) Presentation, Discussion, and Possible Action on Resolution No. 13-007 authorizing the sale of residual mortgage
certificates in the Warehousing Agreement

k) Presentation, Discussion, and Possible Action on Resolution No. 13-006 authorizing the sale of mortgage certificates
and redemption of bonds from Residential Mortgage Revenue Bonds Series 2009C-3

HOUSING TRUST FUND
[)  Presentation, Discussion, and Possible Action to approve amendment to Housing Trust Fund “USDA Section 502
Direct Loan Application Assistance Program” reservation agreement
1001303 Community Development Corporation of Brownsville Brownsville
m) Presentation, Discussion, and Possible Action to approve amendment to the Housing Trust Fund — Amy Young
Barrier Removal Program Notices of Funding Availability

HOUSING RESOURCE CENTER
n) Presentation, Discussion, and Possible Approval of the 2013 State of Texas Consolidated Plan: One-Year Action Plan
(Draft for Public Comment)

NEIGHBORHOOD STABILIZATION PROGRAM
0) Presentation, Discussion, and Possible Action to approve a request for an amendment to Neighborhood Stabilization
(NSP) Program Contract with Builders of Hope, Inc.
77090000153  Builders of Hope Dallas County
p) Presentation, Discussion, and Possible Action to approve direct Department action for the Neighborhood Stabilization
Program Contract

ASSET MANAGEMENT

q) Presentation, Discussion, and Possible Action on a material amendment to the Land Use Restriction Agreement for
Saint Charles Apartments

r)  Presentation, Discussion, and Possible Action on a material amendment to the Land Use Restriction Agreement for
Crown Point Apartments

s) Presentation, Discussion, and Possible Action on a material amendment to the Land Use Restriction Agreement for
San Augustine Seniors Apartments

t)  Presentation, Discussion, and Possible Action on a material amendment to the Land Use Restriction Agreement for
Meadowbrook Square Apartments

u) Presentation, Discussion, and Possible Action on a material amendment to the Land Use Restriction Agreement for
Mariposa at Ella Blvd

v) Presentation, Discussion, and Possible Action Regarding Housing Tax Credit Amendment for Eban Village II

w) Presentation, Discussion, and Possible Action Regarding Housing Tax Credit Amendment for RoseHill Ridge

X) Presentation, Discussion, and Possible Action Regarding Housing Tax Credit Amendment for Sphinx at Fiji Seniors

y) Presentation, Discussion, and Possible Action Regarding Housing Tax Credit Amendment for Zion Gardens

MULTIFAMILY FINANCE
z) Presentation, Discussion, and Possible Action Regarding HOME Multifamily Development Program Commitments:
12501 Villas of Brownwood II Brownwood

TDHCA Board of Director's Meeting Minutes Summary
September 6, 2012
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aa)

bb)

cC)

dd)

12503 Chandler Place Apartments Blanco
Presentation, Discussion, and Possible Action Regarding modifications to Terms of HOME Multifamily Development
Program Loans:

1000651 LULAC Amistad Apartments Sinton
Presentation, Discussion, and Possible Action Regarding a Qualified Investment Banking Firm to provide Underwriting
or Remarketing Agent Services for Multifamily Bond Transactions
Presentation, Discussion, and Possible Action regarding Inducement Resolution No. 13-008 for Multifamily Housing
Revenue Bonds and an Authorization for Filing Applications for Private Activity Bond Authority — 2012 Waiting List

12606 Park Creek Manor Dallas
Presentation, Discussion, and Possible Action Regarding NSP-1 Multifamily Commitments:
12-600 Guadalupe NDC Austin

Motion by Tom Gann to approve the Consent Agenda, including amendments to Agenda Item 1d; duly seconded
by Leslie Bingham-Escarefio; motion passed unanimously.

REPORT ITEMS
The Board accepts the following reports:

1. Presentation and Discussion on a Status Report on the Implementation of the American Recovery and Reinvestment
Act of 2009 (Recovery Act)

2. Report on Roundtables regarding the 2010 Americans with Disability Act Standards

3. Presentation and Discussion on Report to Board regarding administrative penalties for The Shire Apartments, HTC
02470/ CMTS 3273

4. Report on the State of Texas Housing and Health Services Coordination Council 2012-2013 Biennial Plan

5. Status Report on the HOME Program Contracts and Reservation System Participants

6. Reservation System Fund Report

7. TDHCA Outreach Activities, July-August 2012

ACTION ITEMS

AGENDA ITEM 2: INTERNAL AUDIT:
Report from the Audit Committee Meeting
Report item only. No action required.

Chairman Oxer recognized Hasan Mack with the Lieutenant Governor’s Office as being in the audience.

AGENDA ITEM 3: BOND FINANCE:
Presentation, Discussion, and Possible Action on Resolution No. 13-003 authorizing a Taxable Mortgage Program (TMP)
for homebuyers (Program 79) along with related program documents to be administered by the Texas Department of
Housing and Community Affairs
Motion by Tom Gann to approve Resolution No. 13-003; duly seconded by Lowell Keig; motion passed
unanimously.

AGENDA ITEM 4. PROGRAM SERVICES:
Presentation by BBC on the Status of the Preparation of the State of Texas Plan for Fair Housing Choice: Analysis of
Impediments
Heidi Aggeler, BBC Research and Consulting, presented on the status of fair housing.
Report item only. No action required.

AGENDA ITEM 5: APPEALS:

3)

Timely Filed Appeals Under any of the Department’s Program or Underwriting Rules
12379 Sunrise Terrace La Feria

Motion by Lowell Keig to deny the appeal; duly seconded by Juan Mufioz;
Toni Jackson, Sunrise Terrace, provided testimony in support of Sunrise Terrace.

TDHCA Board of Director's Meeting Minutes Summary
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The Honorable Steve Brewer, Mayor, La Feria, provided testimony in support of Sunrise Terrace.

Sonny Phillips, Sunrise Terrace, provided testimony in support of Sunrise Terrace.

Janna Cormier, PNC, provided testimony in support of Sunrise Terrace.

Noor Jooma, PNC, provided testimony in support of Sunrise Terrace.

Juan Mufioz withdrew his second; Lowell Keig withdrew his motion.

Motion by Lowell Keig to table item; duly seconded by Juan Mufioz; motion passed unanimously.

AGENDA ITEM 6: MULTIFAMILY FINANCE DIVISION:
a) Presentation, Discussion, and Possible Action Regarding Determination Notices for Housing Tax Credits with another

Issuer:
12404 Pine Club Apartments Beaumont
12405 Saddlewood Club Apartments Bryan
12407 Woodglen Park Apartments Dallas
12406 Ridgewood West Apartments Huntsville
12408 Willow Green Apartments Houston
12409 Tealwood Place Apartments Wichita Falls

Motion by Leslie Bingham-Escarefio to approve staff recommendation to approve determination notices; duly
seconded by Mark McWatters; motion passed unanimously.

b) Presentation, Discussion, and Possible Action Regarding Resolution No. 13-002 for the Second Supplemental Trust
Indenture relating to the Multifamily Housing Revenue Bonds for Center Ridge Apartments, Series 2006
060616 Center Ridge Duncanville
Motion by Lowell Keig to approve Resolution No. 13-002; duly seconded by Leslie Bingham-Escarefio; motion
passed unanimously.

c) Presentation, Discussion, and Possible Action Regarding Resolution No. 13-001 for Modification to Terms of Previous
TDHCA Issued Multifamily Mortgage Revenue Bonds, subject Bond Review Board Approval:
12604 Providence at Mockingbird Apartments Dallas
Motion by Leslie Bingham-Escarefio to approve Resolution No. 13-001; duly seconded by Tom Gann; motion
passed unanimously.

EXECUTIVE SESSION
At 11:49 a.m. Chairman Oxer convened the Executive Session.

1. The Board may go into Executive Session Pursuant to Texas Government Code 8551.074 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 including, specifically, the performance evaluation of the Internal Auditor.

2. 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, including:

a) The Inclusive Communities Project, Inc. v. Texas Department of Housing and Community Affairs, et al filed in federal district
court, Northern District of Texas

b) Heston Emergency Housing, LP and Naji Al-Fouzan vs. Texas Department of Housing and Community Affairs, Michael
Gerber, Martin Rivera, Jr., Marisa Callan, and Timothy Irvine

c) Complaint of James Reedom filed with U.S. HHS/OCR ( No. 09-99008)

d) TDHCA v. William Ross & Susan Ross; Cause No. D-1-GN-11-002226, filed in district court, Travis County

e) Complaint of Ameenah Montgomery filed with U.S. HUD (No. 06-12-0779-8)

f)  Harris County v. Pleasant Hill Community Development Corporation; 80th Jud. Dist., Harris Co., Texas

g) EEOC matters;

3. Pursuant to Tex. Gov't. Code, 8551.071(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; OAG opinion request or

4, 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-

5. 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.

TDHCA Board of Director's Meeting Minutes Summary
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OPEN SESSION
At 1:21 p.m. Chairman Oxer reconvened the Open Session and announced that No Action had been taken during the

Executive Session and certified that the posted agenda had been followed.

AGENDA ITEM 7: MULTIFAMILY FINANCE DIVISION RULES:
a) Presentation and Discussion of the new Multifamily Umbrella Rules
Report item only. No action required.

Chairman Oxer recognized in attendance, Mr. Don Jones, Chief of Staff, Representative Menendez office; former
Executive Director, Edwina Carrington, and former Executive Director, Mike Gerber as being in the audience.

b) Presentation, Discussion, and Possible Action regarding the proposed repeal of 10 TAC Chapter 1 81.1 concerning
2012 Definitions and Amenities for Housing Program Activities, the proposed repeal of 10 TAC Chapter 53,
Subchapters A, B, H, and I, concerning HOME, and a proposed new 10 TAC Chapter 10, Subchapters A, B, C, and G,
concerning 2013 Uniform Multifamily Rules for publication and public comment in the Texas Register

Motion by Lowell Keig to approve staff recommendation to publish the proposed rulemakings; duly seconded by

Mark McWatters;

Barry Kahn, Hettig-Kahn, provided testimony.

Michael Hartman, Tejas Housing, provided testimony.

Bobken Simonians, Houston Housing Authority, provided testimony.

Darrell Jack, Apartment Market Data, provided testimony.

David Koogler, on behalf of TAAHP, provided testimony on this Rule.

Dennis Hoover, on behalf of Rural Rental Housing Association and QAP Committee, provided testimony.

Ginger McGuire, on behalf of Rural Rental Housing Association, provided testimony.

Walter Moreau, Foundatlon Communities, provided testimony on.

Donna Rickenbacker, Marque Real Estate Consultants, provided testimony.

Tamea Dula, Coats Rose, provided testimony.

Bobby Bowling, developer in El Paso, provided testimony.

Sarah Andre, consultant, provided testimony.

Stacy Kaplowitz, provided testimony.

Granger MacDonald, developer in Kerrville, provided testimony.

Diana Mclver, DMA Development Company, provided testimony.

The Board took a brief recess at 3:25 p.m. and resumed at 3:46 p.m.

Bill Fisher, Sonoma Housing, provided testimony.

Joel North, City of Houston, provided testimony.

Chris Applequist, Miller-Valentine Group, provided testimony.

Michael Hartman, Tejas Housing, provided additional testimony.

Donna Rickenbacker, Marque Real Estate Consultants, provided additional testimony.

Barry Kahn, Hettig-Kahn, provided additional testimony on this Rule.

Walter Moreau, Foundation Communities, provided testimony.

Motion passed unanimously.

c) Presentation, Discussion, and Possible Action Regarding the proposed repeal of 10 TAC Chapters 33 and 35,
concerning the 2011 and 2012 Multifamily Housing Revenue Bond Rules, and a proposed new 10 TAC Chapter 12,
concerning 2013 Multifamily Housing Revenue Bond Rules for publication and public comment in the Texas Register

Motion by Tom Gann to approve staff recommendation to publish the proposed rulemaking; duly seconded by

Juan Mufioz; motion passed unanimously.

At the Board Chair’s discretion, Agenda Items were taken out of order.

AGENDA ITEM 7: MULTIFAMILY FINANCE DivISION RULES CONTINUED:

e) Presentation, Discussion, and Possible Action regarding the proposed repeal of 10 TAC Chapter 1, Subchapter B,
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concerning 2012 Real Estate Analysis Rules and Guidelines and a proposed new 10 TAC Chapter 10, Subchapter D,
concerning 2013 Underwriting and Loan Policies for public comment and publication in the Texas Register

f)  Presentation, Discussion, and Possible Action regarding the proposed repeal of 10 TAC Chapter 1, 81.9, concerning
Qualified Contracts and §1.25 concerning Right of First Refusal; and proposed new 10 TAC Chapter 10, Subchapter
E, concerning Post Award and Asset Management Requirements for public comment and publication in the Texas
Register

g) Presentation, Discussion, and Possible Action regarding the proposed repeal of 10 TAC Chapter 60, Subchapter A,
8860.101 - 60.130, concerning Compliance Administration; and proposed new 10 TAC Chapter 10, Subchapter F,
concerning Compliance Monitoring, for public comment and publication in the Texas Register

h) Presentation, Discussion, and Possible Action regarding the proposed new 10 TAC Chapter 1, §1.5, concerning
Previous Participation Reviews, for public comment and publication in the Texas Register

Motion by Tom Gann to approve staff recommendation for Agenda Items 7e, 7f, 7g, 7h to publish the proposed

rulemaking; duly seconded by Leslie Bingham-Escarefio; motion passed unanimously.

d) Presentation, Discussion, and Possible Action regarding the proposed repeal of 10 TAC Chapters 49 and 50
concerning the 2011 and 2012 Housing Tax Credit Program Qualified Allocation Plan and proposal of new 10 TAC
Chapter 11, concerning the 2013 Housing Tax Credit Program Qualified Allocation Plan for public comment and
publication in the Texas Register

Motion by Tom Gann to approve staff recommendation to publish the proposed rulemaking with amendments to

ensure that the rule published for comment would enable, but not require, the adoption of a final rule addressing

issues raised at this meeting in accordance with public comment; duly seconded by Mark McWatters; motion
passed unanimously.

Motion by Juan Mufioz that the Chair of the Audit Committee complete the annual review of the Internal Auditor
and be responsible for the completion of that process; duly seconded by Mark McWatters; motion passed
unanimously.

PuBLIC COMMENT ON MATTERS OTHER THAN ITEMS FOR WHICH THERE WERE POSTED AGENDA ITEMS.
No further testimony.

ADJOURN
Motion by Leslie Bingham-Escarefio to adjourn; duly seconded by Mark McWatters; motion passed unanimously.

Since there was no other business to come before the Board, the meeting was adjourned at 4:32 p.m. on September 6,
2012.

Brooke Boston, Board Secretary

FOR A FULL TRANSCRIPT OF THIS MEETING, PLEASE VISIT THE TDHCA WEBSITE AT WWW.TDHCA.STATE.TX.US

TDHCA Board of Director's Meeting Minutes Summary
September 6, 2012
Page 7 of 7
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BOARD ACTION REQUEST
EXECUTIVE DIVISION
OCTOBER 9, 2012

Discussion and Possible Action to authorize the initiation of procurement to select one or more
independent fact finders to resolve contested quantifiable community participation.

RECOMMENDED ACTION

WHEREAS, the Department’s rules require that a neighborhood organization expressing
opposition to a proposed development under the scoring item for quantifiable community
participation must set forth their reasons for opposition; and

WHEREAS, the possibility exists that the reasons for opposition may also be the subject
of a prior determination by a local governmental or quasi-governmental body such as a
zoning board, a school board, or the like; and

WHEREAS, it is appropriate to defer to official findings; and

WHEREAS, it is highly desirable to have in place one or more neutral, competent
finders of fact to address promptly situations where reasons for opposition may be in
conflict with prior findings by local governmental or quasi-governmental bodies,

NOW, therefore, it is hereby

RESOLVED, that the Executive Director and his designees and each of them be and
they hereby are authorized, empowered, and directed, for and on behalf of the
Department to take such actions as they may reasonably deem necessary or advisable to
procure one or more competent and neutral finders of fact to review, make determinations
with regard to, and report on instances where neighborhood organization opposition to as
proposed development is alleged to be contrary to a prior determination by a local
governmental or quasi-governmental body.

BACKGROUND

From time to time neighborhood organizations opposed to developments may provide reasons which are
more consistent with local findings. For example, a group opposing a deal in an area that has already
been zoned for multifamily has no colorable basis for objecting to it solely because it will be
multifamily housing which will add burdens to things like local roads and emergency response services.
If they object because the development will burden the schools, then the situation of the local schools, as
reviewed by the local school board, may be the best information. There needs to be an independent
party to review situations where opposition may conflict with local determinations such as zoning and
school board projections for capacity and the need for growth.
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
October 9, 2012

Presentation, Discussion, and Possible Action to approve a material amendment to the Land Use
Restriction Agreement (LURA) for Denton Affordable Housing Corporation (Special Needs Rental
Housing).

RECOMMENDED ACTION

WHEREAS, Denton Affordable Housing Corporation was awarded HOME funds in
the amount of $952,200 during the 2000 cycle for the new construction of 10
scattered site units located in Denton;

WHEREAS, the Development is required under the LURA to restrict 100% of the
units to households with incomes at or below 50% of the area median family income
(Low HOME limits);

WHEREAS, the Owner has not been able to make consistent, full payment on the
associated loan since April 2006 and therefore has requested a material amendment to
the LURA changing the income and rent restrictions to the minimum federal
requirements of 20% of the units at Low HOME limits and 80% of the units at High
HOME limits;

WHEREAS, the Owner has complied with the notification requirements under the
Department’s Material Amendment rule, 10 TAC §60.130;

WHEREAS, this change is consistent with federal regulations and will assist the
Owner in meeting the financial obligations of the Development, which constitutes
good cause for permitting the amendment, it is hereby

RESOLVED, that the Executive Director, and his designees, are hereby authorized,
directed, and empowered, for and on behalf of the Department, to amend the LURA
for Denton Affordable Housing Corporation (Special Needs Rental Housing) to
change the income and rent restrictions to the minimum federal requirements for the
HOME program.
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BACKGROUND

The HOME LURA for Denton Affordable Housing Corporation (Special Needs Rental Housing) was
executed in July 2002, and required 100% of the units to be set aside at the Very Low Income level
as defined by the Housing and Urban Development (HUD) HOME program. The 10 units were
completed in 2002 and monthly mortgage payments began in October of that year. The TDHCA
HOME Loan is the only debt on the property. Payments were made consistently between 2002 and
2006 when the organization began to have financial difficulty and could not make the mortgage
payments. Although the development is producing cash flow, it is not sufficient to keep the HOME
loan current. Since 2008, the property has averaged an annual net operating income of $35,545 and
the scheduled annual debt service is $36,800.

Staff completed a financial analysis of the development’s current ability to service its debt and
presented this analysis to the Asset Review Committee on August 14, 2012. Upon discussion, the
Committee agreed to modify the loan terms and recommended that the LURA be amended to meet
the minimum federal requirement, with 20% of the units at Low HOME limits (50%AMI) and the
remainder at High HOME limits (80%AMI). This would ensure that the property makes the
modified loan payments and is able to set aside replacement reserves for future repairs needed at the

property.

The owner has complied with the material amendments policy adopted by the Board, given the
appropriate notices to the tenants and elected officials and provided the opportunity for public input.
The public hearing was held on September 11, 2012, at 5:00 p.m. There were no residents in
attendance and the Owner received no written public comment on the proposed change.

Staff recommends approval to amend the LURA for Denton Affordable Housing Corporation
(Special Needs Rental Housing) to permit a change in the income and rent restrictions consistent with
federal requirements.
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BOARD ACTION REQUEST
ASSET MANAGEMENT DIVISION
October 9, 2012

Presentation, Discussion, and Possible Action to approve a material amendment to the Land Use
Restriction Agreement (LURA) for Denton Affordable Housing Corporation (Strata Drive and Cassie
Court).

RECOMMENDED ACTION

WHEREAS, Denton Affordable Housing Corporation was awarded HOME funds in
the amount of $582,600 during the 1998 cycle for the new construction of eight
scattered site units located in Denton;

WHEREAS, the Development is required under the LURA to restrict 100% of the
units to households with incomes at or below 50% of the area median family income
(Low HOME limits);

WHEREAS, the Owner has not been able to make consistent, full payment on the
associated loan since April 2006 and therefore has requested a material amendment to
the LURA changing the income and rent restrictions to the minimum federal
requirements of 20% of the units at Low HOME limits and 80% of the units at High
HOME limits;

WHEREAS, the Owner has complied with the notification requirements under the
Department’s Material Amendment rule, 10 TAC §60.130;

WHEREAS, this change is consistent with federal regulations and will assist the
Owner in meeting the financial obligations of the Development, which constitutes
good cause for permitting the amendment, it is hereby

RESOLVED, that the Executive Director, and his designees, are hereby authorized,
directed, and empowered, for and on behalf of the Department, to amend the LURA
for Denton Affordable Housing Corporation (Strata Drive and Cassie Court) to
change the income and rent restrictions to the minimum federal requirements for the
HOME program.
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BACKGROUND

The HOME LURA for Denton Affordable Housing Corporation (Strata Drive & Cassie Court) was
executed in April 1999 and required 100% of the units to be set aside at the Very Low Income level
as defined by the Housing and Urban Development (HUD) HOME program. The eight units were
completed in 2001. The TDHCA HOME Loan is the only debt on the property. Payments were
made consistently until 2006 when the organization began to have financial difficulty and could not
make the mortgage payments. Although the development is producing cash flow, it is not sufficient
to keep the HOME loan current. Since 2008, the property has averaged an annual net operating
income of $21,153 and the scheduled annual debt service is $22,486.

Staff completed a financial analysis of the development’s current ability to service its debt and
presented this analysis to the Asset Review Committee on August 14, 2012. Upon discussion, the
Committee agreed to modify the loan terms and recommended that the LURA be amended to meet
the minimum federal requirement, with 20% of the units at Low HOME limits (50%AMI) and the
remainder at High HOME limits (80%AMI). This would ensure that the property makes the
modified loan payments and is able to set aside replacement reserves for future repairs needed at the

property.

The owner has complied with the material amendments policy adopted by the Board, given the
appropriate notices to the tenants and elected officials and provided the opportunity for public input.
The public hearing was held on September 11, 2012, at 4:00 p.m. There were no residents in
attendance and the Owner received no written public comment on the proposed change.

Staff recommends approval to amend the LURA for Denton Affordable Housing Corporation (Strata
Drive & Cassie Court) to permit a change in the income and rent restrictions consistent with federal
requirements.
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BOARD ACTION REQUEST
BOND FINANCE DIVISION
OCTOBER 9, 2012

Presentation, Discussion, and Possible Action adopting Resolution No. 13-009 authorizing the
investment of Escrowed Funds in Mortgage Backed Securities

RECOMMENDED ACTION

WHEREAS, the Department has entered into one or more escrow agreements in
connection with its single family programs (the “Escrow Agreements”) with the
Texas Treasury Safekeeping Trust Company; and

WHEREAS, the Department from time to time has issued various series of
Single Family Mortgage Revenue Bonds and Residential Mortgage Revenue
Bonds (“RMRB”); and

WHEREAS, certain mortgage backed securities (“MBSs”) originally purchased
with proceeds of Single Family Mortgage Revenue Bonds or RMRBSs continue to
be held under the Single Family Indenture or the RMRB Indenture, as applicable,
after such bonds have been redeemed in full (such MBSs are hereinafter referred
to as “Residual MBSs™); and

WHEREAS, the investment of Escrowed Funds in residual MBSs will further the
goals of the Department by increasing the rate of return on the Escrowed Funds
while also increasing the funds available for Down Payment Assistance for
Program 77 and Program 79; and

NOW, THEREFORE, IT IS HEREBY RESOLVED, that Resolution No. 13-
009 is adopted in the form presented to this meeting.

BACKGROUND

The Department’s Investment Policy was revised and approved at the Board Meeting of April
12, 2012, to allow Escrow Funds to be invested in securities exceeding five years and the
investment of funds being sold from a bond indenture so long as such investment furthers the
goals of that program and the Investment Officer receives Board approval prior to undertaking
such investment.
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The Board previously approved the investment of Residual MBSs from Residential Mortgage
Revenue Bonds Series 1998A/B and Residential Mortgage Revenue Bonds Series 2001A/B/C in
Escrow Funds on June 14, 2012, and approved the investment of Residual MBSs from
Residential Mortgage Revenue Bonds Series 2002A in Escrow Funds on September 6, 2012.
Today, staff is seeking authority to invest any Single Family or RMRB Residual MBS in the
Department’s Escrow Funds as they become available.

The investment of Escrowed Funds in residual MBSs will further the goals of the Department by

increasing the rate of return on the Escrow Funds while also increasing the funds available for
Down Payment Assistance for Program 77 and Program 79.
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RESOLUTION NO. 13-009

RESOLUTION AUTHORIZING THE INVESTMENT OF ESCROWED FUNDS HELD BY
THE TEXAS TREASURY SAFEKEEPING TRUST COMPANY UNDER ESCROW
AGREEMENTS IN MORTGAGE-BACKED SECURITIES; AUTHORIZING THE
EXECUTION OF DOCUMENTS AND INSTRUMENTS RELATING TO THE
FOREGOING; MAKING CERTAIN FINDINGS AND DETERMINATIONS IN
CONNECTION THEREWITH; AND CONTAINING OTHER PROVISIONS RELATING
TO THE SUBJECT

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 (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; and

WHEREAS, the Department has entered into one or more escrow agreements in connection with its
single family programs (the “Escrow Agreements”) with the Texas Treasury Safekeeping Trust Company (the
“Trust Company”); and

WHEREAS, the Department has issued from time to time various series of (i) its Single Family
Mortgage Revenue Bonds (“Single Family Bonds™) pursuant to the Single Family Mortgage Revenue Bond
Trust Indenture dated as of October 1, 1980 (as heretofore amended and supplemented, the “Single Family
Indenture”) between the Department, as successor to the Texas Housing Agency, and The Bank of New York
Mellon Trust Company, N.A., as successor trustee (the “Single Family Trustee”) and (ii) its Residential
Mortgage Revenue Bonds (“RMRBs” and together with the Single Family Bonds, collectively, the “Bonds”)
pursuant to the Residential Mortgage Revenue Bond Trust Indenture dated as of November 1, 1987 (as
heretofore amended and supplemented, the “RMRB Indenture”) between the Department and The Bank of
New York Mellon Trust Company, N.A., as successor trustee (the “RMRB Trustee”); and

WHEREAS, certain mortgage backed securities (“MBSs™) originally purchased with proceeds of
Single Family Bonds or RMRBs continue to be held under the Single Family Indenture or the RMRB
Indenture, as applicable, after such Bonds have been redeemed in full by the Department and are no longer
outstanding (such MBSs are hereinafter referred to as “Residual MBSs”); and

WHEREAS, the Governing Board desires to authorize the investment of funds held under the Escrow
Agreements (the “Escrowed Funds”) in Residual MBSs and authorizes the sale of the Residual MBSs in
accordance with the terms of the Single Family Indenture or the RMRB Indenture, as applicable; and

WHEREAS, the Governing Board desires to approve taking of such other actions as may be necessary
or convenient to carry out the purposes of this Resolution;

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 Investment of Escrowed Funds in Residual MBSs. The investment of Escrowed
Funds in Residual MBSs is hereby authorized and approved.
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Section 1.2 Sale of Residual MBSs. The sale of the Residual MBSs identified by an Authorized
Representative of the Department named in this Resolution at price of 100% or greater (representing the
weighted average sales price of all mortgage certificates sold) of the outstanding principal balance thereof, in
accordance with the terms of the Single Family Indenture or the RMRB Indenture, as applicable, is hereby
authorized.

Section 1.3 Execution and Delivery of Documents. The Authorized Representatives are each
hereby authorized to execute and deliver all agreements, certificates, contracts, documents, instruments,
releases, financing statements, letters of instruction, 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 1.4 Authorized Representatives. The following persons are 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 Governing Board, the Executive Director of the Department, the Director of Bond Finance of
the Department, and the Secretary or any Assistant Secretary to the Governing Board. Such persons are
referred to herein collectively as the “Authorized Representatives.”

Section 1.5 Ratifying Other Actions. All other actions taken or to be taken by the Executive
Director and the Department’s staff in connection with the investment of Escrowed Funds under the Escrow
Agreements are hereby ratified and confirmed.

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.

[Execution page follows]
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PASSED AND APPROVED this 9th day of October, 2012.

Chair, Governing Board

ATTEST:

(Assistant) Secretary to the Governing Board

(SEAL)

S-1
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
OCTOBER 9, 2012

Presentation, Discussion, and Possible Authorization to Apply for Continuum of Care (CoC)
funds administered by the U.S. Department of Housing and Urban Development (HUD) under
the Homeless Emergency Assistance and Rapid Transition (HEARTH) Act

RECOMMENDED ACTION

WHEREAS, the U.S. Department of Housing and Urban Development has made
known its intention to make available funds through a Notice of Funding
Availability, to enable Continuums of Care and State Housing Agencies to
provide voucher-based rental assistance for homeless persons or persons at risk of
homelessness;

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 apply to the U.S. Department of Housing and Urban Development
for Balance of State Continuum of Care program funds and to do all things they
may deem necessary or advisable to effectuate the foregoing.

BACKGROUND

The Community Affairs Division is exploring options for helping agencies expand the
availability of permanent supportive housing units in the Texas Balance of State (BoS) CoC. A
CoC is aunified network of services and service providers that address homelessness in a
defined geographic area. A CoC can cover a city, acounty, multiple counties, orin some
cases an entire state. A CoC acts as the core entity for organizing and coordinating
resources at the local level for homelessness assistance. There are 14 CoCs in Texas
recognized by HUD.

One of those CoCs is theTexas BoS, whichcovers 205  predominately
non-metropolitan counties in Texas, is the largest CoC in Texas and contains approximately 30
percent of Texas’s homeless population. However, the BoS CoC receives approximately three
percent of all CoC grant funds in the state largely because many non-profits in the BoS CoC lack
the administrative capacity to develop transitional housing and permanent supportive housing.

In 2011, HUD set the BoS CoC Pro Rata Need at $17,390,595, with an additional $2,608,589
allowed if the CoC prioritized a new permanent supportive housing project, bringing the total
Pro Rata Need to $19,999,184. This means that this total allocation was available to non-profits
and units of government in the BoS CoC to address homelessness in their geographic area.
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Agencies in the BoS CoC applied for and received only $5.4 million in 2011 funding. Thus, BoS
CoC agencies are currently drawing down only 27 percent of available funds. This means that in
the 2011 competitive process, approximately $12 million of allocated funds was not requested
(and thus not used). The amount of Pro Rata Need for 2012 is expected to be greater than $24
million. TDHCA'’s participation in the BoS CoC program, if feasible, may assist in the capture
and use of these Pro Rata Need allocated funds.
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION

OCTOBER 9, 2012

Presentation, Discussion, and Possible Action to adopt Inducement Resolution No. 13-
010 for Multifamily Housing Revenue Bonds and an Authorization for Filing
Applications for Private Activity Bond Authority — 2012 Waiting List.

RECOMMENDED ACTION

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

WHEREAS, the inducement allows staff to submit an application to the
Bond Review Board (BRB) to await a Certificate of Reservation; and

WHEREAS, the Executive Award and Review Advisory Committee
recommends the issuance of the Inducement Resolutions;

Now, therefore, it is hereby,

RESOLVED, that Inducement Resolution 13-010 to proceed with the
application submission to the Bond Review Board for possible receipt of
State Volume Cap issuance authority from the 2012 Private Activity Bond
Program for Terrace View Apartments (#12607) and Evergreen at
McKinney (#12608) is hereby approved as presented to this meeting.

BACKGROUND

The Texas Bond Review Board (BRB) administers the state’s annual bond authority for
the State of Texas. The Department is an issuer of Private Activity Bonds and each
issuer’s Board 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 reservation of
allocation, the Applicant has 150 days to close on the private activity bond transaction.

During the 150-day process, the Department will review the Applicant’s complete
application for threshold and compliance with the Department’s Rules and underwrite the
transaction in accordance with the Real Estate Analysis Rules. The Department will
schedule and conduct a public hearing in the community of the proposed location of the
development. The complete application, including a transcript from the hearing, will then
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be presented before the Board for a decision on the actual issuance of the bonds as well
as the determination of housing tax credits.

Each year, the State of Texas is notified of the cap on the amount of private activity tax-
exempt revenue bonds that may be issued within the state. Approximately $536 million
is set aside for multifamily until August 15" for the 2012 program year which includes
the TDHCA set aside of approximately $108 million. After August 15", reservations are
issued on a first-come first-served basis. Inducement Resolution 13-010 represents the
fourth application submitted to the Department for the 2012 program year and will
reserve approximately $21 million and $10.5 million, respectively in state volume cap.

Terrace View Apartments: This proposed development is located at 417 W. Tarrant Rd.
in Grand Prairie, Dallas County. The development is rehabilitation and consists of 192
total units serving the general population. This transaction is Priority 3 consisting entirely
of low income units. The Department has not received any letters of support or
opposition for this Development.

Demographics for the census tract (0155.00) include AMFI of $40,524; the total
population is 3,550; the percent of population that is minority is 64.96%; the percent of
population that is below the poverty line is 32.91%; the number of owner occupied units
is 562 and the number of renter units is 892. (Census information from FFIEC Geocoding
for 2012).

Evergreen at McKinney: This proposed development is located at 1400 Block of S.
College St. in McKinney, Dallas County. The development is new construction and
consists of 160 total units serving the elderly population. This transaction is Priority 3
consisting entirely of low income units. The Department received a letter of support
from Don Day, McKinney City Council Member District 1. The Department has not
received any letters of opposition for this Development.

Demographics for the census tract (0308.02) include AMFI of $43,737; the total
population is 5,635; the percent of population that is minority is 60.21%; the percent of
population that is below the poverty line is 27.14%; the number of owner occupied units
is 955 and the number of renter units is 962. (Census information from FFIEC Geocoding
for 2012).
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RESOLUTION NO. 13-010

RESOLUTION DECLARING INTENT TO ISSUE MULTIFAMILY REVENUE
BONDS WITH RESPECT TO RESIDENTIAL RENTAL DEVELOPMENT,;
AUTHORIZING THE FILING OF APPLICATION 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 environments for
persons and families of low, very low and extremely low income and families of moderate income (all as defined in
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, 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; 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; and

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

WHEREAS, the Owner has made not more than 60 days prior to the date hereof, payments with respect to
the Development and expects to make additional payments in the future and desires that it be reimbursed for such
payments and other costs associated with the Development from the proceeds of tax-exempt and taxable obligations
to be issued by the Department subsequent to the date hereof; and

WHEREAS, the Owner has indicated its willingness to enter into contractual arrangements with the
Department providing assurance satisfactory to the Department that 100 percent of the units of the Development will
be occupied at all times by eligible tenants, as determined by the Board pursuant to the Act (“Eligible Tenants™), that
the other requirements of the Act and the Department will be satisfied and that the Development 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 Owner for the costs associated with the Development
listed on Exhibit A attached hereto, but solely from and to the extent, if any, of the proceeds of tax-exempt and
taxable obligations to be issued in one or more series to be issued subsequent to the date hereof; and

WHEREAS, at the request of the Owner, the Department reasonably expects to incur debt in the form of
tax-exempt and taxable obligations for purposes of paying the costs of the Development 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 Development an Application for Allocation of 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
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Board’s authority to administer the allocation of the authority of the state to issue private activity bonds; and
WHEREAS, the Board has determined to declare its intent to issue its multifamily revenue bonds for the
purpose of providing funds to the Owner to finance the Development on the terms and conditions hereinafter set
forth; NOW, THEREFORE,
BE IT RESOLVED BY THE BOARD THAT:

Section 1. Certain Findings. The Board finds that:

@ the Development is 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 Owner will supply, in its Development, well-planned and well-designed
housing for individuals or families of low and very low income and families of moderate income;

(© the Owner is financially responsible;

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

©) the Development will be undertaken within the authority granted by the Act to
the Department and the Owner.

Section 2. Authorization of Issue. The Department declares its intent to issue its
Multifamily Housing Revenue Bonds (the “Bonds”) in amounts estimated to be sufficient to (a) fund a
loan or loans to the Owner to provide financing for its Development in an aggregate principal amount not
to exceed those amounts, corresponding to the Development, 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 federal income tax regulations and state law requirements regarding tenancy in each
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 each
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 3. Terms of Bonds. The proposed Bonds shall be issuable only as fully registered
bonds 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 4. Reimbursement. The Department reasonably expects to reimburse the Owner for
all costs that have been or will be paid subsequent to the date that is 60 days prior to the date hereof in
connection with the acquisition of real property and construction of its Development and listed on Exhibit
A attached hereto (“Costs of the Development”) 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 of its Development, including reimbursing the Owner for all costs that have
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been or will be paid subsequent to the date that is 60 days prior to the date hereof in connection with the
acquisition and construction or rehabilitation of the Development; (b) to fund any 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 5. Principal Amount. Based on representations of the Owner, the Department
reasonably expects that the maximum principal amount of debt issued to reimburse the Owner for the
costs of the Development will not exceed the amount set forth in Exhibit A.

Section 6. Limited Obligations. The Owner may commence with the acquisition and
construction or rehabilitation of the Development, which Development will be in furtherance of the public
purposes of the Department as aforesaid. On or prior to the issuance of the Bonds, the Owner will enter
into a loan agreement on an installment payment basis with the Department under which the Department
will make a loan to the 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 Owner to
provide financing for the Development, and from such other revenues, receipts and resources of the
Department as may be expressly pledged by the Department to secure the payment of the Bonds.

Section 7. The Development. Substantially all of the proceeds of the Bonds shall be used to
finance the Development, which is to be occupied entirely by Eligible Tenants, as determined by the
Department, and which is 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 8. 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 Owner for costs of its Development.

Section 9. Costs of Development. The Costs of the Development may include any cost of
acquiring, constructing, reconstructing, improving, installing and expanding the Development. Without
limiting the generality of the foregoing, the Costs of the Development 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 whether or not capitalized, necessary reserve funds, the cost of estimates and of engineering
and legal services, plans, specifications, surveys, estimates of cost and of revenue, other expenses
necessary or incident to determining the feasibility and practicability of acquiring, constructing,
reconstructing, improving and expanding the Development, administrative expenses and such other
expenses as may be necessary or incident to the acquisition, construction, reconstruction, improvement
and expansion of the Development, the placing of the Development in operation and that satisfy the Code
and the Act. The Owner shall be responsible for and pay any costs of its Development incurred 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 10. No Commitment to Issue Bonds. Neither the Owner 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 reserves the 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.
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Neither the Owner nor any one claiming by, through or under the Owner shall have any claim against the
Department whatsoever as a result of any decision by the Department not to issue the Bonds.

Section 11. 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.

Section 12. 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 Owner and the Department
of contractual arrangements providing assurance satisfactory to the Department that 100 percent of the
units for each Development will be occupied at all times by Eligible Tenants, that all other requirements
of the Act will be satisfied and that each Development will satisfy the requirements of Section 142(d) of
the Code (except for portions to be financed with taxable bonds); (b) the receipt of an opinion from
Bracewell & Giuliani LLP or other nationally recognized bond counsel acceptable to the Department,
substantially to the effect that the interest on the tax-exempt Bonds is excludable 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 13. Certain Findings. The Board hereby finds, determines, recites and declares that
the issuance of the Bonds to provide financing for the Development will promote the public purposes set
forth in 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.

Section 14. Authorization to Proceed. The Board hereby authorizes staff, Bond Counsel and
other consultants to proceed with preparation of the Development’s necessary review and legal
documentation for the filing of an Application for the 2012 program year and the issuance of the Bonds,
subject to satisfaction of the conditions specified in Section 2(i) and (ii) hereof. The Board further
authorizes staff, Bond Counsel and other consultants to re-submit an Application that was withdrawn by
an Owner so long as the Application is re-submitted within the current or following program year.

Section 15. Related Persons. The Department acknowledges that financing of all or any part
of the Development 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 Owner.

Section 16. Declaration of Official Intent. This Resolution constitutes the Department’s
official intent for expenditures on Costs of the Development 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 Development may qualify for the exemption provisions of
Section 142 of the Code, and that the interest on the Bonds (except for any 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 17. Authorization of Certain Actions. The Department hereby authorizes the filing
of and directs the filing of the Application in such form presented to the Board with the Bond Review

4

October 9, 2012 Inducement Resolution
#4172120.1



Board and each director of the Board are hereby severally authorized and directed to execute the
Application on behalf of the Department and to cause the same to be filed with the Bond Review Board.

Section 18. 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 19. 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 20. Effective Date. This Resolution shall be in full force and effect from and upon
its adoption.

[Execution page follows]
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PASSED AND APPROVED this 9" day of October, 2012.

[SEAL]
By:

Chairman, Governing Board

Attest:
Assistant Secretary to the Governing Board
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EXHIBIT “A”

Description of the Owner and the Development

Project Name

Owner

Principals

Amount Not to Exceed

Terrace View

T View Partners, Ltd., a
Texas limited partnership

The Principals are T View
GP, LLC, Managing
General Partnerand T
View I, LLC, General
Partner and a to be
determined limited
partner. The sole member
of T View GP, LLC is
Ruel Hamilton; the sole
member of T View I, LLC
is Rick J. Deyoe

$21,000,000

75050

Costs:  Acquisition/rehabilitation excluding reconstruction of a 192 unit affordable multifamily community
located on +/- 11.85 acres of land located at 417 W. Tarrant Road, Grand Prairie, Dallas County, Texas

Project Name

Owner

Principals

Amount Not to Exceed

Evergreen at McKinney
Senior Community

McKinney Senior
Community, L.P.

The Principals are
LifeNet-McKinney G.P.,
L.L.C., General Partner;
Churchill 2012 SLP, LLC,
Special Limited Partner,
and a to be determined
limited partner. The sole
member of LifeNet-
McKinney G.P., L.L.C. is
LifeNet Community
Behavioral Healthcare; the
sole member of Churchill
2012 SLP, LLC is Brad
Forslund

$10,500,000

Costs: Construction of a 160 unit affordable senior housing community located on +/- 6.67 acres of land
located at approximately the 1400 block of S. College Street, McKinney, Texas 75069
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION

OCTOBER 9, 2012

Presentation, Discussion, and Possible Action Regarding Determination Notices for
Housing Tax Credits with another Issuer.

RECOMMENDED ACTION

WHEREAS, a Housing Tax Credit and HOME application for the
Gateway Northwest was originally submitted to the Department on May
1, 2012; and,

WHEREAS, the proposed issuer of the bonds is the Texas State
Affordable Housing Corporation (“TSAHC”); and,

WHEREAS, a HOME Multifamily Development Program (MFD) loan
from the General Set-Aside was awarded on July 26, 2012 in the amount
of $2,000,000, and this loan has an anticipated closing date of November
15, 2012; and,

WHEREAS, due to timing issues with HUD the Applicant was unable to
close on the bonds by the 150 day deadline of September 29, 2012 and
anticipates a new Certificate of Reservation prior to the October 9, 2012
Board meeting; and,

WHEREAS, a decrease in interest rates has prompted the applicant to
submit revised financing commitments which, pursuant to 850.11(e) of
the 2012 Qualified Allocation Plan, requires a re-evaluation by Real
Estate Analysis, which has been performed, and Board re-consideration
of the application; and,

WHEREAS, the Executive Award and Review Advisory Committee
recommends the issuance of the Determination Notice;

NOW, therefore, it is hereby,
RESOLVED, that the issuance of a Determination Notice in the amount
of $631,844 in Housing Tax Credits, subject to underwriting conditions, as

applicable, for the Gateway Northwest is hereby approved as presented to
this meeting.
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BACKGROUND

Background and General Information: The development is new construction and will
consist of 180 total units serving a general population in Georgetown, Williamson
County. This transaction is a Priority 3, with a combination of the units proposed to be
restricted at 30%, 50%, and 60% Area Median Family Income (AMFI) for the tax credit
program and will have additional restrictions under the HOME Program. The
development is also proposed to include three (3) market rate units. The site has been re-
zoned to allow for this type of development and received approval on April 10, 2012,

Organizational structure and Compliance: The Borrower is THF Georgetown Gateway
Northwest, Ltd., and the General Partner is THF Gateway Northwest, LLC. The
Compliance Status Summary completed on June 21, 2012, reveals that the principals of
the general partner have received 15 multifamily awards.

Census Demographics: The development is located at Northwest Boulevard at \Washam
Drive in Georgetown. Demographics for the census tract (0201.14) include AMFI of
$72,560; the total population is 4,935; the percent of population that is minority is
35.26%); the percent of population that is below the poverty line is 5.83%; the number of
owner occupied units is 979 and the number of renter units is 823. (Census information
from FFIEC Geocoding for 2012).

Public Comment: The Department has received three letters of support from George
Garver, Mayor, City of Georgetown; Rachael Jonrowe, Councilmember, City of
Georgetown and Paul E. Brandenburge, City Manager, City of Georgetown. No letters of
opposition have been received.
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BOARD ACTION REQUEST
MULTIFAMILY FINANCE DIVISION
OCTOBER 9, 2012

Presentation, Discussion, and Possible Action regarding an Award of HOME funds from the
2012-1 HOME Multifamily Development Program Notice of Funding Availability

RECOMMENDED ACTION

WHEREAS, on or before March 1, 2012, an application for Stonebridge of
Kelsey Park (#12269) was submitted for Competitive Housing Tax Credits under
the 2012 Qualified Allocation Plan and HOME Program funds under the Persons
with Disabilities Set-Aside of the HOME Multifamily Development Program
Notice of Funding Availability (NOFA);

WHEREAS, on July 26, 2012, the Board approved placing Stonebridge of
Kelsey Park on the waiting list for tax credits and no awards of HOME funds
were made for applications on the waiting list;

WHEREAS, since July 26, 2012, an approved Housing Tax Credit application in
Urban Region 1 was unable to meet the requirements for commitment and
Stonebridge of Kelsey Park, being located in Urban Region 1 and the first
application on the waiting list, has now received a commitment of Competitive
Housing Tax Credits and is therefore eligible for an award of HOME funds;

WHEREAS, the applicant applied for $400,000 in HOME funds but only
$356,266 in funds remains available under the Persons with Disabilities Set-
Aside;

RESOLVED, that a commitment of $356,266 in HOME funds from the 2012-1
HOME Multifamily Development Program Notice of Funding Availability for
Stonebridge of Kelsey Park is hereby approved in the form presented at this
meeting; and

FURTHER RESOLVED, that the Board’s approval is conditioned upon
completion of underwriting and any conditions therein, and completion of any
other reviews required to ensure compliance with the applicable rules and
requirements for HOME Multifamily Development Program funds.

BACKGROUND

On July 26, 2012, the Board approved the 2012-1 HOME Multifamily Development (MFD)
Program Notice of Funding Availability (NOFA) with $ 37,220,274 in funds, divided between
the General, Community Housing Development Organization (CHDO), and Persons with
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Disabilities Set-Asides. The Board action included a transfer of all pending applications from the
2011 HOME MFD NOFA.

Staff is recommending application #12269, Stonebridge at Kelsey, for an award under the
Persons with Disabilities Set-Aside. Stonebridge at Kelsey is a 152-unit new construction
transaction located in Lubbock, Texas. This application replaced #12125 Monarch Meadows for
a Competitive (9%) Housing Tax Credit award because Monarch Meadows was unable to meet
the requirements of its commitment. Staff, in accordance with the rules and previous board
action, issued a commitment of tax credits to Stonebridge at Kelsey as the next application on the
approved waiting list. Stonebridge at Kelsey has priority over some other HOME MFD
applications with earlier received dates but that were not recommended for tax credit awards. If
approved, no funds will remain available under the Persons with Disabilities Set-Aside and the
NOFA closes to any new applications on September 30, 2012. Details of the application and
award amount are outlined in the posted underwriting report.
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As of September 28, 2012

TEXAS DEPARTMENT OF
Housing & COMMUNITY AFFAIRS

ding Homes. Strengihening Communidies

2012-1 HOME Multifamily Development Program - Application Log
Application Acceptance Period ends 9/30/2012
Total Funding Amount: $37,220,274

Total Set Aside Funding Level: $ 26,732,208
General Set-Aside Available Balance (after recommended/awarded): $ 5,813,455
Housing | Regstd Target
Activity | HOME | Total | Population | ayering ! Recommended Project

File # | Reg.| Date Received | Development Name City w Units | units @ 9% 4% | Requested Project Funds As Underwritten Funds Status
12069 3 2/15/2012(Evergreen at Rowlett |Rowlett NC 26 130|Elderly Yes No S 2,000,000 - Not recommended for 9% HTC
12099 4 2/15/2012(Lindale Senior Living |Lindale NC 16 80|Elderly Yes No S 850,000 - Not recommended for 9% HTC

Community
12501 2 2/16/2012|Villas of Brownwood Il |Brownwood NC 16 36|General No No S 2,000,000 1,500,000 | $ 1,500,000 |Awarded September 6, 2012
12061 4 2/23/2012|Lost Creek Mount Pleasant [NC 20 80|General Yes No S 2,000,000 - Withdrawn 7/25/2012
12031 12 2/23/2012(Mesquite Terrace Midland NC 12 60(Elderly Yes No S 120,000 - Not recommended for 9% HTC
12146 10 2/23/2012|Seaside Manor Ingleside NC 20 100|Elderly Yes No S 200,000 - Not recommended for 9% HTC
12113 3 2/24/2012|Churchill at Northlake [Northlake NC 29 144|General Yes No S 750,000 - Not recommended for 9% HTC
12032 4 2/27/2012|Heartland Village Sulphur Springs [NC 16 80|General Yes No S 1,510,000 1,510,000 | $ 1,510,000 |Awarded July 26, 2012

Apartments
12150 5 2/27/2012|Whitetail Ridge Hemphill NC 8 36|Elderly Yes No S 550,000 - Not recommended for 9% HTC
12345 7 2/27/2012|Merritt Legacy Leander NC 42 208|General Yes No S 2,000,000 2,000,000 | $ 2,000,000 [Awarded July 26, 2012
12346 7 2/27/2012|Merritt Hill Country  |Dripping Springs [NC 16 80|Elderly Yes |No S 1,999,801 - Not recommended for 9% HTC
12347 7 2/27/2012|Merritt Estates Leander NC 20 100|Elderly Yes No S 2,000,000 - Not recommended for 9% HTC
12303 5 2/28/2012|Pinedale Village Lufkin NC 5 64|General Yes No S 575,000 - Not recommended for 9% HTC
12306 11 2/28/2012(Stardust Apartments |Uvalde NC 4 80|General Yes No S 675,000 - Not recommended for 9% HTC
12175 4 2/29/2012|Royal Garden Sulphur Springs [NC 20 80|General Yes |No S 250,000 - Not recommended for 9% HTC
12177 11 2/29/2012|Royal Garden Rio Grande City |NC 20 80|General Yes No S 280,356 280,356 Not recommended for 9% HTC
12024 3 2/29/2012|Artisan at Twin Creeks |Allen NC 30 150|Elderly Yes No S 1,000,000 - Not recommended for 9% HTC
12326 3 2/29/2012|Summerstone Senior |Ennis NC 20 80|Elderly Yes No S 1,311,864 - Not recommended for 9% HTC

Village
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As of September 28, 2012

Housing | Regstd Target
Activity | HOME | Total |Population | |ayering ® Recommended Project

File # | Reg. | Date Received | Development Name City ) Units | units @ 9% 4% | Requested Project Funds As Underwritten Funds Status

12328 3 2/29/2012|Windvale Park Phase |Corsicana NC 10 36|General Yes No S 910,000 | $ - Not recommended for 9% HTC
I}

12084 7 3/1/2012|San Gabriel Georgetown R 35 136|General Yes No S 1,300,000 | $ 1,300,000 | $ 1,300,000 |Awarded July 26, 2012
Apartments

12174 3 3/1/2012|Royal Gardens Mineral Wells  |[NC 19 75|Elderly Yes No S 280,356 | $ 280,356 | $ 280,356 |Awarded July 26, 2012

12310 6 3/1/2012|The Monarch at Bay |Bay City NC 15 72|Elderly Yes |No S 700,000 | $ - Not recommended for 9% HTC
Prairie

12318 7 3/1/2012|Cottonwood Square  |Hutto NC 13 61|Elderly Yes No S 1,300,000 | $ - Not recommended for 9% HTC

12334 8 3/1/2012|The Overlook at Brenham NC 14 75|Elderly Yes No S 1,300,000 | $ - Not recommended for 9% HTC
Linheir Farm

12060 1 3/1/2012|The Reserves at High |Dumas NC 13 64|General Yes No S 500,000 | $ 500,000 | $ 500,000 |Awarded July 26, 2012
Plains

12075 2 3/1/2012|Saddlebrook Burkburnett NC 18 64|General Yes No S 300,000 | $ 300,000 | $ 300,000 |Awarded July 26, 2012
Apartments

12206 6 3/1/2012(Spring Hills Huntsville NC 20 80|General Yes No S 80,000 | $ - Not recommended for 9% HTC
Apartments

12063 10 3/1/2012(Stockbauer Landings |Victoria NC 31 168|General Yes No S 304,000 | $ - Not recommended for 9% HTC
Apartments

12336 9 3/1/2012(The Residences of New Braunfels |NC 16 80|General Yes No S 1,900,000 | $ 1,900,000 Not recommended for 9% HTC
Solms Village

12155 13 3/1/2012]|Laureles del Este Fabens NC 9 42|General Yes No S 200,000 | $ - Not recommended for 9% HTC

12105 4 3/1/2012(New Haven Apts. Athens R 0 50|General Yes No S 100,000 | $ - Not recommended for 9% HTC

12100 5 3/1/2012|Pinewood Park Lufkin R 0 94|General Yes No S 188,000 | $ - Not recommended for 9% HTC

12112 5 3/1/2012(Inez Tims Lufkin R 14 70(Elderly Yes No S 390,000 | $ 390,000 | $ 390,000 |Awarded July 26, 2012

12297 3 3/1/2012|Abbington Commons |Kaufman NC 16 80|General Yes No S 766,479 | $ 1,500,000 Not recommended for 9% HTC

12245 1 3/1/2012|Perryton Apartments |Perryton NC 16 80|General Yes No S 860,868 | $ 1,100,000 Not recommended for 9% HTC

12244 12 3/1/2012|Monahans Monahans NC 14 66|General Yes No S 1,500,000 | $ - Not recommended for 9% HTC
Apartments

12228 2 3/1/2012|lowa Park Homes lowa Park NC 15 72|General Yes No S 1,350,000 | $ - Not recommended for 9% HTC

12278 10 3/1/2012|TGO Independence Port Lavaca NC 16 80|General Yes No S 1,100,000 | $ 1,100,000 | $ 1,100,000 |Awarded July 26, 2012
Village

12140 7 3/1/2012|KIRON at Mesquite Georgetown NC 6 82|General Yes No S 165,000 | $ - Not recommended for 9% HTC
Lane

12268 1 3/1/2012(Stonebridge of Plainview NC 12 80|General Yes No S 1,000,000 | $ - Not recommended for 9% HTC
Plainview

12371 7 3/1/2012(Mariposa at Ranch Wimberley NC 22 80|Elderly Yes No S 2,000,000 | $ - Not recommended for 9% HTC
Road 12
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As of September 28, 2012

Housing | Regstd Target
Activity | HOME | Total |Population | |ayering ® Recommended Project

File # | Reg. | Date Received | Development Name City ) Units | units @ 9% 4% | Requested Project Funds As Underwritten Funds Status

12372 3 3/1/2012(Mariposa at Wylie NC 22 180|Elderly Yes No S 2,000,000 - Not recommended for 9% HTC
Woodbridge

12379 11 3/1/2012|Sunrise Terrace La Feria NC 16 70|General Yes No S 2,000,000 2,000,000 | $ 2,000,000 [Awarded July 26, 2012

12048 10 3/1/2012|Cottonwood Taft R 8 24|General Yes No S 402,932 340,810 | $ 340,810 |Awarded July 26, 2012
Apartments

12045 8 3/1/2012|EImwood Apartments |Buffalo R 8 24|General Yes No S 369,733 369,733 | $ 369,733 |Awarded July 26, 2012

12397 11 3/1/2012|Cottonwood Il Raymondville NC 25 80|General Yes No S 575,000 - Not recommended for 9% HTC
Apartments

12314 6 3/1/2012|Parkview Place Huntsville R 9 41(Elderly Yes No S 41,000 41,000 | $ 41,000 |Awarded July 26, 2012

12388 11 3/1/2012|Paseo Pointe Los Fresnos NC 42 208|General Yes No S 2,000,000 2,000,000 | $ 2,000,000 [Awarded July 26, 2012

12339| 11 3/1/2012|Hacienda del Sol San Benito NC 31 152|General Yes No S 2,000,000 2,000,000 | $ 2,000,000 [Awarded July 26, 2012

12074 5 3/1/2012|Acadiana Village Bridge City NC 17 80|General Yes No S 250,000 250,000 | $ 250,000 |Awarded July 26, 2012

12365 7 3/1/2012(Stepping Stone & Taylor R 20 96|General Yes No S 1,036,854 1,036,854 | $ 1,036,854 |Awarded July 26, 2012
Taylor Square Apts.

12366 8 3/1/2012|Pecan Creek & Pecan |Lampasas R 20 96|General Yes No S 929,028 - Not recommended for 9% HTC
Grove

12147 11 3/5/2012|Sunflower Gardens Carrizo Springs [NC 15 72|Elderly Yes No S 72,000 - Not recommended for 9% HTC

12145 9 3/5/2012|Comfort Place Comfort NC 10 48|Elderly Yes No S 48,000 - Awarded July 26, 2012;

subsequently returned

12049 12 3/19/2012|Brownstones Midland |Midland NC 14 70|General Yes No S 140,000 140,000 Not recommended for 9% HTC

12267 11 3/30/2012|Cornerstone Cameron NC 25 104|General Yes No S 500,000 - Not recommended for 9% HTC
Apartment Homes County

12199 9 4/2/2012|Freedoms Path at Kerrville NC 49 49(Elderly Yes No S 500,000 - Not recommended for 9% HTC
Kerrville

12395 8 4/2/2012|Colonial Point Gatesville NC 12 60|General Yes No S 60,000 - Not recommended for 9% HTC

12410 7 4/30/2012|The Gateway Georgetown NC 36 180|General No Yes S 2,000,000 2,000,000 | $ 2,000,000 [Awarded July 26, 2012
Northwest

12503 7 7/16/2012|Chandler Place Blanco NC 21 48|General No No S 2,000,000 2,000,000 | $ 2,000,000 [Awarded September 6, 2012
Apartments

12502 7 7/16/2012|Creek View Johnson City NC 16 16|General No No S 1,450,000 - Under Review
Apartments Il

Total General Applications 59 Unit Totals: 1063| 5089 Total:| $ 56,941,271 25,839,109 | $ 20,918,753
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As of September 28, 2012

Housing | Regstd Target
Activity | HOME | Total |Population | |ayering ® Recommended Project
File # | Reg. | Date Received | Development Name City ) Units | units @ 9% 4% | Requested Project Funds As Underwritten Funds Status
Total Set Aside Funding Level: $ 938,066.00
PWD Set-Aside Available Balance (after recommended/awarded): $ -
. Layering ®
Housing | Regstd Target
Activity [ HOME | Total | Population Recommended Project
File # | Reg. | Date Received | Development Name City ) Units | units @ 9% 4% | Requested Project Funds As Underwritten Funds Status
12104(3 2/16/2012|Evergreen at Euless Euless NC 4 170|Elderly Yes No S 350,000 | $ - Not recommended for 9% HTC
12034(2 2/28/2012|Meadow Place Wichita Falls NC 5 64|General Yes No S 500,000 | $ - Not recommended for 9% HTC
Apartments
12210(8 3/1/2012(Park Hudson Seniors |Bryan NC 8 90(Elderly Yes No S 500,000 | $ - Not recommended for 9% HTC
12168(4 3/1/2012|Robbins Villas Athens, Texas |NC 4 80|General Yes No S 100,000 | $ - Not recommended for 9% HTC
12260(2 3/1/2012|Wichita Homes Wichita Falls NC 5 58|General Yes No S 500,000 | $ - Not recommended for 9% HTC
12288(3 3/1/2012|Cedarwood Cedar Hills R 4 37|Elderly Yes No S 80,000 | $ - Not recommended for 9% HTC
Apartments
12290(1 3/1/2012(Woodbridge of Lubbock NC 9 90(Elderly Yes No S 180,000 | $ - Not recommended for 9% HTC
Lubbock
12269(1 3/1/2012(Stonebridge of Kelsey |Lubbock NC 16 152|General Yes |[No S 400,000 | $ - 1s 356,266 |Recommended for Award
Park
12393(8 3/1/2012(Highland Villas Bryan NC 4 180|General Yes No S 361,800 | $ 361,800 | $ 361,800 |Awarded July 26, 2012
12356|10 3/1/2012|Sunrise Villas Odem NC 4 52|General Yes No S 104,260 | $ - Not recommended for 9% HTC
Apartments
12042(6 3/1/2012|Brentwood West Columbia |[R 8 24|General Yes No S 141,807 | $ 24,000 Not recommended for 9% HTC
Apartments
12166(6 3/1/2012|Villa Brazos Freeport R 3 108|General Yes No S 220,000 | $ 220,000 | $ 220,000 |Awarded July 26, 2012
12188|6 3/8/2012(Independent Hitchcock R 4 72|General Yes No S 612,000 | $ - Not recommended for 9% HTC
Missionary Village
Total PWD Applications 13 Unit Totals: 78 1177 Total:| $ 4,049,867 | $ 605,800 | $ 938,066
Total Set Aside Funding Level: $ 9,550,000.00
CHDO Set-Aside Available Balance (after recommended/awarded): $ 9,550,000.00
— (3]
Housing | Regstd Target Layering
Activity [ HOME | Total | Population Recommended Project
File # | Reg.| Date Received | Development Name City w Units | units @ 9% 4% | Requested Project Funds As Underwritten Funds Status
12323 4 2/29/2012(Lexington Court Phase|Kilgore NC 13 48|General Yes No S 675,000 | $ - Not recommended for 9% HTC
111
12327 3 2/29/2012|West Park Senior Corsicana NC 10 48|Elderly Yes No S 539,371 | $ - Not recommended for 9% HTC
Housing
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As of September 28, 2012

Housing | Regstd Target
Activity | HOME | Total |Population | |ayering ® Recommended Project
File # | Reg. | Date Received | Development Name City ) Units | units @ 9% 4% | Requested Project Funds As Underwritten Funds Status
12329 4 2/29/2012(Stonebridge Place Palestine NC 16 80|Elderly Yes No S 950,000 Not recommended for 9% HTC
12608 5 9/5/2012|Evergreen at McKinney NC 32 160|Elderly No Yes S 3,000,000 Under Review
McKinney
Total CHDO Applications Unit Totals: 71 336 Total:| $ 5,164,371 S -

Sorted by Date and Time Received

1 = Housing Activity: New Construction=NC, Rehabilitation=R
2 =Target Population Abbreviation: Intergenerational=Intg

3 = Layering of Other Department Active Applications: 9%=9% Competitive Tax Credits, 4%=4% Tax Credit Program
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NEIGHBORHOOD STABILIZATION PROGRAM
BOARD ACTION REQUEST
OCTOBER 9, 2012

Presentation, Discussion, and Possible Action to approve a request to include additional
financing options for Land Bank properties under Texas Neighborhood Stabilization Program 1
contracts.

RECOMMENDED ACTION

WHEREAS, Texas State Affordable Housing Corporation, Affordable Homes
South Texas, Community Development Corporation of Brownsville, and the City
of Port Arthur, as NSP subrecipients, have acquired properties to be land banked
under the NSP Contracts No. 77090000101, 77090000108, 77090000150,
77090000154, and 77090000204 and wish to be able to convert these investments
into homebuyer assistance in the form of deferred forgivable loans or amortized
payable loans, rental properties, or other permitted long term activities, and

WHEREAS, the original Notice of Funding Availability (NOFA), the NSP1
Program Income NOFA, and the NSP1 — Reallocation (NSP-R) NOFA did not
specifically address all of the allowable methods of financial assistance available,
an amendment of the NSP Contracts and express Board approval are required to
effectively complete redevelopment of the properties and assure long-term
affordability,

NOW, therefore, it is hereby

RESOLVED, that current NSP Contracts 77090000101, 77090000108,
77090000150, 77090000154 and 77090000204 are authorized to be amended, and
any other current eligible NSP1 Contract, and any future Land Bank contracts
shall now allow for conversion of the NSP investment into homebuyer assistance
in the form of a deferred forgivable loan, amortized payable loan, rental properties
or other long term activities.

BACKGROUND

The Neighborhood Stabilization Program (NSP) is a HUD-funded program authorized by
HR3221, the “Housing and Economic Recovery Act of 2008” (HERA), as a supplemental
allocation to the Community Development Block Grant (CDBG) Program through an
amendment to the State of Texas 2008 CDBG Action Plan (Action Plan) and provided under
Section 1497 of the Wall Street Reform and Consumer Protection Act of 2010 (Pub. L. 111-203,
approved July 21, 2010) (Dodd-Frank Act) through an amendment to the existing State of Texas
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2010 CDGB Action Plan. The purpose of the program is to redevelop into affordable housing or
acquire and hold abandoned, foreclosed, and vacant properties in areas that are documented to
have the greatest need for arresting declining property values.

The original NSP1 NOFA, as approved by the TDHCA Governing Board on March 12, 2009,
required repayment of the NSP investment in Land Bank properties at their final eligible use as
the only option. At the November 10, 2011 meeting, the TDHCA Governing Board approved
the provision of funds invested in Land Bank properties to eligible homebuyers as Homebuyer
Assistance, in the maximum amount of $30,000 via a deferred forgivable loan.

Similarly, the NSP1 — Reallocation (NSP-R) NOFA approved by the TDHCA Governing Board
on March 11, 2010, and the NSP1 Program Income NOFA, and NSP1 provide for Homebuyer
Assistance in the maximum amount of $30,000 in a deferred forgivable loan.

The need for additional flexibility in disposition of the Land Bank investment has become
apparent. As the NSP evolved, it was evident that securing the affordability of foreclosed
properties, as required by HERA, through Homebuyer Assistance alone would be difficult
without the additional permissible options of an amortized loan at 0% interest for up to 30 years
financing of rental properties or other affordable housing finance options.

Currently, some NSP Land Bank subrecipients are financing construction of affordable housing
using non-TDHCA NSP funds on land purchased with NSP acquisition funds. Because the
construction loan amount is often much larger than the NSP acquisition investment, the NSP
Land Bank subrecipients are positioned to follow industry custom and carry a first lien with the
Department’s NSP Land Bank investment in a subordinate lien position.

With Board approval, eligible homebuyers purchasing homes on NSP Land Bank properties will
be able to access homebuyer assistance up to the amount invested in the property, not to exceed
$30,000 with the final amount dependent on a needs-based calculation. For those households
that do not qualify for the entire NSP investment as deferred-forgivable financing, all or a
portion of the NSP investment will be available as an amortized loan at 0% interest for up to 30
years. For those properties that were purchased with existing homes, the entire amount of the
NSP Land Bank financing may be provided as homebuyer financing. The terms of financing
will be determined based on loan qualification under the NSP Homebuyer Financing Guidelines.

For NSP Land Bank properties that will be used as long-term rental housing for households at or

below 50% AMI, the land bank investment may be provided to eligible entities under the terms
and conditions of the NSP1 or NSP1-PI NOFA, as applicable.
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BOARD ACTION REQUEST
TEXAS HOMEOWNERSHIP DIVISION
OCTOBER 9, 2012

Presentation, Discussion, and Possible Adoption of an order repealing 10 TAC Chapter 7, §87.1
- 7.9 concerning the Texas First Time Homebuyer Program Rule and an order adopting new 10
TAC Chapter 27, 8§27.1 - 27.10 concerning the Texas First Time Homebuyer Program Rule and
directing their publication in the Texas Register.

RECOMMENDED ACTION

WHEREAS, at the July 26, 2012, Board meeting, the proposed Texas First Time
Homebuyer Program Rule was approved for publication in the Texas Register for
public comment and the public comment period has ended

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 repeal of 10 TAC Chapter 7, 887.1 - 7.9 regarding the
Texas First Time Homebuyer Program Rule and new 10 TAC Chapter 27, 8827.1
- 27.10 regarding the Texas First Time Homebuyer Program Rule, in the forms
presented to this meeting, to be published in the Texas Register for final adoption,
and in connection therewith, make such non-substantive technical corrections as
they may deem necessary to effectuate the foregoing, including the preparation of
subchapter specific preambles.

BACKGROUND

The proposed repeal and new rule were approved for publication on July 26, 2012, by the Board
and were published in the August 10, 2012, issue of the Texas Register to allow for public
comment. The public comment period closed on September 10, 2012.

No comments were received.

Page 1 of 8




Attachment A: Preamble and New 10 TAC Chapter 27, §827.1 - 27.10, concerning the
Texas First Time Homebuyer Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts new 10
TAC Chapter 27, 8§827.1 - 27.10 concerning the Texas First Time Homebuyer Program Rule.
Section 27.2 is adopted with a change to the proposed text as published in the August 10, 2012,
issue of the Texas Register (37 TexReg 5859). Sections 27.1, 27.3 — 27.10 are adopted without
change and will not be republished.

REASONED JUSTIFICATION: Recently the Department reorganized and restructured all of its
housing and community affairs programs. Part of the purpose of the reorganization was to
separate single and multi-family housing program delivery and to standardize much of the single
family housing program procedures. These changes were implemented for the purpose of
improving the delivery of housing solutions to Texans. The Department finds that the new
chapter aligns with 10 TAC Chapter 20, First Time Homebuyer Program with the new Single
Family Umbrella Programs Rule.

The Department accepted public comments between August 10, 2012, and September 10, 2012.
Comments regarding the new section(s) were accepted in writing and by fax. No comments were
received concerning the new sections.

The Board approved the final order adopting the new sections as well as other non-substantive
technical corrections, on October 9, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules and pursuant to
Texas Government Code, 8§2306,141, which specifically authorizes the Department to
promulgate rules concerning the Department’s housing programs.

§27.1.Purpose.

The purpose of the Texas First Time Homebuyer Program is to facilitate the origination of
single-family mortgage loans for eligible first time homebuyers and to provide to qualifying
homebuyers down payment and closing cost assistance. The Texas First Time Homebuyer
Program is administered in accordance with Texas Government Code, Chapter 2306 and Chapter
20 of this title (relating to the Single Family Programs Umbrella Rule). Chapter 20 of this title
will apply to all Single Family activities, including Single Family development involving rental
or ownership.
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§27.2.Definitions.

The following words and terms, when used in this chapter, shall have the following meanings
unless the context or the Notice of Funding Availability (NOFA) indicates otherwise. Other
definitions may be found in Texas Government Code, Chapter 2306; Chapter 1 of this title
(relating to Administration); and Chapter 20 of this title (relating to Single Family Programs
Umbrella Rule).

(1) Applicable Median Family Income--The Department's determination, as permitted by Texas
Government Code, §2306.123, of the median income of a family for an area using a source or
methodology acceptable under §143(f) of the Code. Amounts of the Applicable Median Family
Income, as updated from time to time, may be found on the Department's website
(www.tdhca.state.tx.us) in the "Combined Income and Purchase Price Limits Table."”

(2) Applicant--A person or persons applying for financing of a mortgage loan under the Program.

(3) Areas of Chronic Economic Distress--Those areas in the state, whether one or more,
designated from time to time as areas of chronic economic distress by the state and approved by
the U.S. Secretaries of Treasury and Housing and Urban Development, respectively, pursuant to
§143(j) of the Code.

(4) Average Area Purchase Price--With respect to a Residence financed under the Program, the
average purchase price of single-family residences in the statistical area in which the Residence
is located which were purchased during the most recent twelve (12) month period for which
statistical information is available, as determined in accordance with 8143(e) of the Code.

(5) Code--The Internal Revenue Code of 1986, as amended from time to time.

(6) Contract for Deed Exception--The exception for certain mortgage loan eligibility
requirements, as provided in the master mortgage origination agreement, available with respect
to a principal residence owned under a contract for deed by a person whose family income is not
more than 50 percent of the area's Applicable Median Family Income.

(7) First Time Homebuyer--A person who has not owned a home during the three years
preceding the date on which an application under this program is filed, except if the application
is with respect to a home in a targeted area. A person will be considered to have owned a home if
the person had a present ownership interest in a home during the three years preceding the date
on which the application was filed. In the event there is more than one person applying with
respect to a home, each applicant must separately meet this three year requirement.

(8) Master mortgage origination agreement--The contract between the department and a
mortgage lender, together with any amendments thereto, setting forth certain terms and
conditions relating to the origination and sale of mortgage loans by the mortgage lender and the
financing of such mortgage loans by the department.
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(9) Program--The Texas First Time Homebuyer Program.

(10) Purchase Price Limit--The Purchase Price Limits published and updated from time to time
in the "Combined Income and Purchase Price Limits Table” found on the Department's website
equal to 90 percent of the Average Area Purchase Price, subject to certain exceptions for
Targeted Area Loans.

(11) Qualified Veteran Exemption to First Time Homebuyer Requirement--A qualified veteran
who has not previously received financing as a first time homebuyer through a single family
mortgage revenue bond program is exempt from the requirement to be a first time homebuyer.
The veteran must certify that he or she has not previously obtained a mortgage loan financed by
single family mortgage revenue bonds and is utilizing the veteran exception set forth in
8143(d)(2)(D) of the IRS Code. Qualified veterans must also complete a worksheet evidencing
qualification as a veteran and provide copies of discharge papers.

(12) Residence--A dwelling in Texas in which an Applicant intends to reside as the Applicant's
principal dwelling space.

(13) Targeted Area--A qualified census tract, as determined in accordance with 86(a)103A-
(2)(b)(4) of the Regulations or any successor regulations thereto, an Area of Chronic Economic
Distress. Applicants purchasing in Targeted Areas may have higher income and purchase price
limits as set forth in the "Combined Income and Purchase Price Limits Table™ found on the
Department's website.

(14) Targeted area exemption to first time homebuyer requirement--Borrower's purchasing
homes in targeted areas financed through the program are exempt from the requirement to be a
first time homebuyer and income and purchase price limits may be higher as found in the
"Combined Income and Purchase Price Limits Table" located on the Department's website.

827.3.Procedures for Submitting Requests or Inviting Proposals.

The Department will publish requests for proposals as needed for the purchase and sale of
mortgage loans or interests in the mortgage loans. Based on published scoring criteria, an
organization will be selected and a contract executed with the Department to carry out these
responsibilities.

827.4.Restrictions on Residences Financed and Applicant.

(a) Type of Residence and Number of Units. To be eligible for assistance under the program an
Applicant must apply with respect to a home that is either a new or existing single family
residence, new or existing condominium or town home, or manufactured housing that has been
converted to real property in accordance with the Texas Occupations Code, Chapter 1201 or

Page 4 of 8



FHA guidelines as required by the Department. A duplex may be financed under the Program as
long as one unit of the duplex is occupied by the Applicant as his or her Residence and the
duplex was first occupied for residential purposes at least five (5) years prior to the closing of the
mortgage loan.

(b) Location of Residence. The Residence being financed must be located in Texas.

(c) Homebuyer Education. Each applicant must complete a Department approved pre-purchase
homebuyer education course.

(d) Income Limits. Applicants applying for a mortgage loan must meet Applicable Median
Family Income requirements.

(e) Down Payment Assistance. All Applicants meeting the Income Limit requirement in
subsection (d) of this section may qualify for down payment and closing cost assistance in
connection with the mortgage loan on a first come, first served basis, subject to availability of
funds.

827.5.0ccupancy and Use Requirements.

(a) Occupancy requirement. The Applicant must occupy the home within sixty (60) days after
the date of closing as his or her Residence. Borrower's receiving down payment assistance must
repay the amount of assistance whenever they sell the property.

(b) Prohibited uses. Applicants may not use the property, or any part thereof, as an investment
property, rental property, vacation or second home, or recreational home.

(c) Use for a business. Applicants may not use more than 15 percent of the residence in a trade or
business (including childcare services) on a regular basis for compensation. If the residence is to
be used, in part, for a trade or business, a schematic drawing from an appraiser must be provided.

827.6.Application Procedure and Requirements for Commitments by Mortgage Lenders.

(a) Applicants seeking assistance under the Program must first contact a participating mortgage
lender. A list of participating mortgage lenders may be obtained on the Department's website or
by contacting the Department.

(b) All Applicants shall complete an application with a participating mortgage lender.

(c) Application Fees. Fees that may be collected by the mortgage lender from the Applicant
relating to a mortgage loan include:

(1) an appropriate, as determined by the Department, origination fee and/or buyer/seller points;
and

Page 5 of 8



(2) all usual and reasonable settlement or financing costs that are permitted to be so collected by
Federal Housing Administration (FHA), Veteran's Administration (VA), Rural Housing Services
(RHS), Freddie Mac or Fannie Mae, as applicable, and other applicable laws, but only to the
extent such charges do not exceed the usual and reasonable amounts charged in the area in which
the home is located. Such usual and reasonable settlement or financing costs shall include an
application fee as determined by the Department, the total estimated costs of a credit report on
the Applicants and an appraisal of the property to be financed with the mortgage loan, title
insurance, survey fees, credit reference fees, legal fees, appraisal fees and expenses, credit report
fees, FHA insurance premiums, private mortgage guaranty insurance premiums, VA guaranty
fees, VA funding fees, RHS guaranty fees, hazard or flood insurance premiums, abstract fees, tax
service fees, recording or registration fees, escrow fees, and file preparation fees.

(d) The Department will determine from time to time, a schedule of fees and charges necessary
for expenses and reserves of the housing finance division as set forth in a Board resolution.

(e) The mortgage lender must register the mortgage loan in accordance with the Department's
published procedures.

827.7.Criteria for Approving Participating Mortgage Lenders.

To be approved by the Board for participation in the program, a mortgage lender must meet the
requirements to be a qualified mortgage lender as specified by:

(1) Federal Housing Administration (FHA);
(2) Veteran's Administration (VA);
(3) Rural Housing Service's (RHS); and

(4) be a lender currently participating in the conventional home lending market for loans
originated in accordance with Fannie Mae's and/or Freddie Mac's requirements;

(5) agree to originate mortgage loans and assign those loans and related mortgages and servicing
to the Department's master servicer;

(6) originate, process, underwrote, close and fund originated loans; and

(7) be an approved seller/servicer with the program’s master servicer.

§27.8.Resale of the Residence.

All mortgage loans will be subject to federal income tax recapture provisions. Assumption of a
mortgage loan is allowed under the Program if the new owner meets the Program requirements at
the time of the sale of the Residence.
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§27.9.Conflicts with Bond Indentures and Applicable Law.

(@) All assistance provided under the program is funded from mortgage revenue bonds issued by
the department and is subject to changes in the mortgage revenue bond indentures and applicable
law. If there is a conflict between this chapter and any bond indenture or applicable law
regarding the use of the funds from mortgage revenue bonds, the mortgage revenue bond
indenture or applicable law shall control.

(b) Assistance under this program is dependent, in part, on the availability of funds. The
Department may cease offering all or a part of the assistance available under the program at any
time and in its sole discretion.

§27.10.Waiver.

The Board, in its discretion and within the limits of federal and state law, may waive any one or
more of the rules governing this Program if the Board finds that waiver is appropriate to fulfill
the purposes or polices of Texas Government Code, Chapter 2306, or for good cause, as
determined by the Board.
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Attachment B: Preamble and Adoption of the Repeal of 10 TAC Chapter 7, 887.1 - 7.9.
concerning Texas First Time Homebuyer Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts the repeal
of 10 TAC Chapter 7, 8§87.1 - 7.9 concerning the Texas First Time Homebuyer Program Rule
without changes to the proposed text as published in the August 10, 2012 issue of the Texas
Register (37 TexReg 5859) and will not be republished.

REASONED JUSTIFICATION: This repeal will allow the adoption of a new Texas First Time
Homebuyer Program Rule which will implement the reorganization and restructuring by the
Department of its Housing and Community Affairs Programs.

The Department accepted public comments between August 10, 2012, and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were
received concerning the repealed sections.

The Board approved the final order adopting the repeal on October 9, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules and pursuant to
Texas Government Code, 8§2306.141, which specifically authorizes the Department to
promulgate rules implementing the Department’s housing programs.

§7.1.Purpose.

87.2.Definitions.

§7.3.Administration of the Program.

87.4.Criteria for Approving Participating Mortgage Lenders.
87.5.Insurance Requirements.

87.6.First-Time Homebuyer Occupancy and Use Requirements.
87.7.Contracts with Mortgage Lenders.

87.8.Conflicts with Bond Indentures and Applicable Law.
§7.9.Waiver.
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BOARD ACTION REQUEST
SINGLE FAMILY PROGRAMS

OCTOBER 9, 2012

Presentation, Discussion, and Possible Approval of an order adopting new 10 TAC Chapter 20,
8820.1 — 20.15 concerning the Single Family Programs Umbrella Rule for publication in the
Texas Register.

RECOMMENDED ACTION

WHEREAS, at the Board meeting of July 26, 2012, the proposed new Single
Family Programs Umbrella Rule was approved for publication in the Texas
Register for public comment. The public comment period has ended; and

WHEREAS, staff has proposed changes to §820.3, §20.6, §20.10, and §20.12, as
published, based on public comment

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 new 10 TAC 20, §820.1 — 20.15 concerning the Single
Family Programs Umbrella Rule in the form presented to this meeting, to be
published in the Texas Register for final adoption, and in connection therewith,
make such non-substantive technical corrections as they may deem necessary to
effectuate the foregoing, including the preparation of subchapter specific
preambles.

BACKGROUND

The proposed new Single Family Programs Umbrella Rule was approved for publication at the
Board meeting of July 26, 2012 and published in the August 10, 2012 issue of the Texas Register
to allow for public comment. The public comment period closed on September 10, 2012, with
comments received from:

Ann Williams Cass, ED Chair, Equal Voice Housing Coalition Executive Committee; Charles
Cloutman, Meals on Wheels and More; Donna M. Johnson and Tres Davis, Grantworks, Inc.;
Jean Langendorf, Easter Seals; Matt Hull, Texas Association of CDCs; Michael Hunter, Hunter
& Hunter Consultants, Inc.; Rachel Edwards, Resource Management & Consulting Co.; and
Robin Sisco, Grant Administrator, Langford Community Management Services, Inc.

Comments are summarized in the preamble attached.
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Attachment A: Preamble and 10 TAC 20, §820.1 — 20.15, concerning the Single Family
Programs Umbrella Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts the new
10 TAC 20, 8820.1 — 20.15 concerning the Single Family Programs Umbrella Rule. Sections
20.1, 20.3, 20.6, 20.10, and 20.12 are adopted with changes to the proposed text as published in
the August 10, 2012 issue of the Texas Register (37 TexReg 5859). Sections 20.2, 20.4, 20.5,
20.7 - 20.9, 20.11, and 20.13 — 20.15 are adopted without change and will not be republished.

REASONED JUSTIFICATION: Recently the Department reorganized and restructured all of its
housing and community affairs programs. Part of the purpose of the reorganization was to
separate single and multi-family housing program delivery and to standardize much of the single
family housing program procedures. These changes were implemented for the purpose of
improving the delivery of housing solutions to Texans. This Single Family Programs Umbrella
Rule contains all of the common requirements of the Department’s housing programs thereby
partially accomplishing the purposes of the reorganization.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS.

Comments were accepted from August 10, 2012 to September 10, 2012 with comments received
from: (1) Ann Williams Cass, ED/Chair, Equal VVoice Housing Coalition; (2), Charles Cloutman,
Meals on Wheels and More; (3) Donna M. Johnson and Tres Davis, Grantworks, Inc.; (4) Jean
Langendorf, Easter Seals; (5) Matt Hull, Texas Association of CDCs; (6) Michael Hunter,
Hunter & Hunter Consultants, Inc.; (7) Rachel Edwards, Resource Management & Consulting
Co.; and (8) Robin Sisco, Grant Administrator, Langford Community Management Services, Inc.

Chapter 20 - GENERAL COMMENTS — No Specific Section of the Rule References. (1),
(4), (6), (7), and (8)

COMMENT SUMMARY: Commenter (1) expressed a concern about rule and definition
changes during active contract periods. Commenter (4) recommended that the Department
consider including a statement that the Department will make a reasonable accommodation or a
reasonable modification in the rules. Commenters (6), (7) and (8) expressed that rules should be
streamlined and simplified to reflect requirements that are federally or legislatively mandated.
STAFF RESPONSE: In response to commenter (1), all contracts signed with Contract
Administrators clearly indicate laws and rules will apply, as amended, and the Contract
Administrators agrees to abide by the changes where applicable. In response to commenter (4),
the law already requires reasonable accommodation to program rules, if applicable, therefore, no
change to the rule is recommended. In response to commenters (6), (7), and (8), staff generally
agrees with the concept of streamlining and simplifying. However, various federal requirements
and laws require the Department to create various policies and procedures. The Department is
also required to ensure that risks are kept to a minimum while managing public funds. No
changes are recommended based on these general comments.
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SPECIFIC RULE COMMENTS

§20.3. Definitions. (4)

COMMENT SUMMARY: Commenter (4) requested that the definition under paragraph (23),
Household, explicitly include renters.

STAFF RESPONSE: Staff agrees with commenter and recommends that the definition be
amended as proposed.

COMMENT SUMMARY: Commenter (4) requested that the definition under paragraph (48)
Single Family Housing Units, explicitly include renters.

STAFF RESPONSE: Staff agrees with commenter and recommends that the definition be
amended as proposed.

820.4. Eligible Single Family Activities. (1)

COMMENT SUMMARY: Commenter (1) was concerned with subsection (c) regarding eligible
activities. Commenter does not recommend excluding the rehabilitation of a Mobile Home Unit
(“MHU”) as an eligible Activity means that MHUs will not be eligible simple repairs after a
disaster, such as a hurricane.

STAFF RESPONSE: When compared to the cost of replacement, the rehabilitation of an MHU
tends to be cost-prohibitive when bringing the unit up to current housing standards. Due to these
prohibitive costs, staff believes that MHUSs should not be eligible for rehabilitation. However,
MHUs will remain eligible for replacement. Staff recommends no changes to this section.

§20.6. Applicant Eligibility. (1)

COMMENT SUMMARY: Commenter (1) asked for clarification of subsection (f), concerning
the adjustment of award amounts and more information about other factors that the Department
will consider when adjusting the award amount.

STAFF RESPONSE: Staff agrees with commenter and recommends an amendment to this
section to restrict “other factors” to only those factors similar to feasibility, underwriting analysis
or the availability of funds as may be appropriate under the specific circumstances.

COMMENT SUMMARY: Commenter (7) requested more objective, clear, and concise language
to avoid potential discrimination and unfair advantages to applicants, with regard to
subparagraph (g) regarding declining applications for activities that do not represent a prudent
use of Department funds.

STAFF RESPONSE: Staff believes the proposed language in this section will allow the
Department to reject applications that may otherwise meet current applications requirements but,
under the circumstances, are not in line with the Department’s overall immediate goals. The
Department’s staff appeal process is available at 10 TAC 81.7. Staff recommends no changes
based on this comment.

820.10. Inspection Requirements for Construction Activities. (2), (3), (4), (5), (6), (7), and
(8)

COMMENT SUMMARY: Commenter (8) requested clarification in subsection (a) regarding
which parties will complete the inspection forms.

STAFF RESPONSE: In response to commenter, Forms 11.01 & 11.17 should be completed by
the Contract Administrator, not the inspector. The initial inspection report identifies the areas
and systems of the housing unit in need of repair in order to prepare a work write-up and cost
estimates. Staff recommends no changes based on this comment.
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COMMENT SUMMARY: Commenter (3) requested that under subsection (b)(1) regarding
submission of proposed plans and specifications, that plans be approved only once by the
Department and expressed concerns regarding their distribution due to their proprietary nature.
STAFF RESPONSE: Staff understands the commenter’s concerns that plans and specifications
should only be submitted once as long as no additional changes are made. To protect the
proprietary use of submissions, the Department, through its standard operating procedures, will
not provide an architect’s or organizational plans to another entity; subject to the requirements of
the Texas Public Information Act. Staff recommends no changes based on this comment.
COMMENT SUMMARY': Commenters (3) and (8) expressed concerns under subsection (b)(4)
regarding requirements for a Certificate of Occupancy, that smaller cities do not issue
Certificates of Occupancy and may not have a basis for determining whether a unit passes the
applicable building code.

STAFF RESPONSE: State law requires that municipalities adopt, at a minimum, the 2000
International Residential Code (IRC), which requires that a Certificate of Occupancy be issued
upon completion. Staff recommends no changes based on these comments.

COMMENT SUMMARY: Commenter (1) agreed with subsection (b)(6) regarding cosmetic
issues, which will not be required to be corrected for self-help construction programs.

STAFF RESPONSE: Staff agrees with this comment and recommends no changes to this
section.

COMMENT SUMMARY: Commenters (2), (3), (5), and (8) requested under subsection (c), that
the Department allow Contract Administrators who have proven qualified inspectors continue to
conduct initial and final inspections after September 1, 2014. Commenter (4) requested that the
Amy Young Barrier Removal Program be exempt from requiring the use of professional
inspectors or qualified inspection individuals and expressed concern that some homes will need a
lot of repairs commenter stated that the focus of the Amy Young Program should be to address
accessibility. Commenters (6) and (7) requested that the Department delay the requirement for
certification for all inspections until the Department develops a training and certification
program.

STAFF RESPONSE: In response to commenters (2), (3), (5), (6), (7), and (8), staff recommends
the amendment of this subsection to allow professional home inspectors that have received
current and comprehensive training to conduct effective inspections. Additionally, staff agrees
to remove the September 1, 2014 cutoff deadline for qualified inspectors. While staff
understands the concerns of commenter (4), staff believes that the homes for Persons with
Disability in the Amy Yong Barrier Removal Program should meet the same safety and health
requirements as other housing units and staff recommends no changes based on this comment.

§20.11. Survey Requirements. (7)

COMMENT SUMMARY: Commenter (7) expressed concerns regarding paragraph (2)
regarding the Department’s discretion to determine whether additional surveys are required on a
per project basis and requested that the rule be more specific.

STAFF RESPONSE: The Department needs the flexibility to require additional surveys on a
case-by-case basis, including, but not limited to situations where we have a pre-improvement
survey and determine that an additional survey reflecting constructions improvements is
necessary. Staff recommends no changes based on this comment.
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820.12. Insurance Requirements for Acquisition Activities. (1)

COMMENT SUMMARY: Commenter (1) requested that the Department reconsider requiring
title insurance since title reports are often sufficient, under subsection (a).

STAFF RESPONSE: Staff recommends amending this section to provide the Department
flexibility to determine when Title Insurance will be required through its Program Rules or
NOFA.

820.14. Amendments and Modifications to Written Agreements and Contracts. (1), (7)
COMMENT SUMMARY: Commenter (1) stated that subsection (a) concerning time extensions
to contracts, may penalize administrators in the Rio Grande Valley due to hurricanes.

STAFF RESPONSE: The Department will review contract parameters and requirements on a
case-by-case basis to ensure administrators have sufficient time to deliver the various activities
under their contract. Staff recommends no changes based on this comment.

COMMENT SUMMARY: Commenter (7) expressed that under subsection (c), regarding Award
or Contract Reductions, the HOME rehabilitation program should have clear and concise
benchmark and appeals criteria based on realistic project times.

STAFF RESPONSE: HOME assistance contracts are effective for a two year period to allow for
the identification of the eligible household and rehabilitation or reconstruction of the dwelling.
Benchmark rules were streamlined in 2011 to require submission of the household information
within twelve months of the effective date of the contract. Committing the assistance to specific
households within the first year of the contract allows time to rehabilitate or reconstruct of the
dwelling and close activities within the HUD timelines and deadlines. The 2011 rule changes
allow the Department to de-obligate all or part of the awards if the benchmarks are not achieved.
This allows us to reallocate funds to entities that are better able to timely expend the funds. The
Department’s staff appeal process is available under 10 TAC 1.7. Staff does not recommend any
changes based on these comments.

COMMENT SUMMARY: Commenter (1) stated that inclement weather affects costs, so
contract administrators should be allowed to access additional funds under subsection (e),
regarding Award or Contract Increases.

STAFF RESPONSE: Staff understands that construction costs may increase temporarily after
inclement weather events. The Department will review contract increase requests on a case-by-
case basis. Staff recommends no changes based on this comment.

COMMENT SUMMARY: Commenter (1) expressed concerns about subsection (h) ,regarding
termination of a contract if benchmarks are not achieved. They noted that delays due to
inclement weather events would jeopardize a contract and requested that the Department allow
flexibility.

STAFF RESPONSE: Staff believes that this section already provides the flexibility for the
Department to respond to delays due to significant weather events, which may be taken into
consideration on a case-by-case basis. Staff recommends no change based on this comment.

The Board approved the final order adopting the new section, as well as non-substantive
corrections, on October 9, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, 82306.053 which authorizes the Department to adopt rules.

Page 5 of 17



§20.1.Purpose.

This chapter sets forth the common elements of the Texas Department of Housing and
Community Affairs' (the "Department™) single family programs, which includes the
Department's HOME Investments Partnership Program (HOME), Housing Trust Fund (HTF),
Bond/First Time Homebuyer (FTHB), Taxable Mortgage Program (TMP), Neighborhood
Stabilization (NSP), and Office of Colonia Initiatives (OCI) Programs and other Single Family
Programs as developed by the Department. Single family programs are designed to improve and
provide affordable housing opportunities to low-income individuals and families in Texas and in
accordance with Texas Government Code, Chapter 2306 ef-theTexas-Government-Code—and
any applicable statutes and federal regulations.

§20.2.Applicability.

Unless otherwise noted, this chapter only applies to single family programs. Program Rules may
impose additional requirements related to any provision of this chapter. Where Program Rules
conflict with this chapter, the provisions of this chapter will control program decisions.

§20.3.Definitions.

The following words and terms, when used in this chapter, shall have the following meanings
unless the context or the Notice of Funding Availability (NOFA) indicates otherwise. Other
definitions may be found in Texas Government Code, Chapter 2306 and Chapter 1 of this title
(relating to Administration).

(1) Activity--A form of assistance provided to a Household or Administrator by which single
family funds are used for acquisition, new construction, reconstruction, rehabilitation, refinance
of an existing mortgage or tenant-based rental assistance for single family housing.

(2) Administrator--A unit of local government, nonprofit corporation or other entity who has an
executed written Agreement or Contract with the Department.

(3) Agreement--Same as "Contract.” May be referred to as a "Reservation System Agreement" or
"Reservation Agreement” when providing access to the Department's reservation system as
defined in this chapter.

(4) Amortized--A loan in which the principal as well as the interest, if applicable, is payable
monthly or in some other periodic installment over the term of the loan.

(5) Annual Income--The definition of Annual Income and the methods utilized to establish
eligibility for other types of housing assistance as defined under the Program Rule.

(6) Applicant--An individual, unit of local government, nonprofit corporation or other entity who
has submitted to the Department an Application for Department funds or other assistance.

(7) Application--A request for a contract award or to participate in a reservation system
submitted to the Department in a form prescribed by the Department, including any exhibits or
other supporting material.

(8) Chapter 2306--Texas Government Code, Chapter 2306.

(9) Combined Loan to Value (CLTV)--The aggregate principal balance of all the mortgage loans,
including Forgivable Loans, divided by the appraised value.

(10) Competitive Application Cycle--A defined period of time that Applications may be
submitted according to a published Notice of Funding Availability (NOFA) that will include a
submission deadline and selection or scoring criteria.
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(11) Conforming Mortgage Loan--A first-lien loan that meets Federal Housing Administration
(FHA), U.S. Department of Agriculture (USDA), U.S. Department of Veterans Affairs (VA),
and Fannie Mae or Freddie Mac guidelines.

(12) Contract--The executed written Agreement between the Department and an administrator
performing an Activity related to a single family program that describes performance
requirements and responsibilities assigned by the document. May also be referred to as
"agreement."

(13) Contract Administrator (CA)--Same as "Administrator.”

(14) Deferred Payment Loan--Any loan which includes deferral of payments.

(15) Deobligate--The cancellation or release of funds as a result of the termination or reduction
of a Contract or Agreement between the Department and the Administrator.

(16) Department--The Texas Department of Housing and Community Affairs as defined in
Chapter 2306.

(17) Developer--Any person, general partner, or affiliate of a person who owns or proposes a
Development or expects to acquire control of a Development and is the person responsible for
performing under the contract with the Department.

(18) Domestic Farm Laborer--Individuals (and the family) who receive a substantial portion of
their income from the production or handling of agricultural or aquacultural products.

(19) Draw--Funds requested by the Administrator, approved by the Department and subsequently
disbursed to the Administrator.

(20) Executive Director--Director of the Department, as defined in Chapter 2306.

(21) Forgivable Loan--Financial assistance in the form of money that, by Agreement, is not
required to be repaid if the terms of the mortgage loan are met.

(22) HOME Program--HOME Investment Partnerships Program at 42 U.S.C. 8812701 - 12839.
(23) Household--One or more persons occupying a rental unit or owner-occupied Single Family
Housing Unit. May also be referred to as a "family."

(24) Housing Contract System (HCS)--The electronic information system established by the
Department to be used for tracking, funding, and reporting single family contracts and activities.
(25) HUD--The United States Department of Housing and Urban Development or its successor.
(26) Life of Loan Flood Certification--Tracks the flood zone of the Single Family Housing Unit
for the life of the loan.

(27) Loan--Same as "mortgage loan as defined in Chapter 2306."

(28) Loan Assumption--An Agreement between the buyer and seller of Single Family Housing
Unit that the buyer will make remaining payments and adhere to terms and conditions of an
existing mortgage loan on the Single Family Housing Unit and program requirements. A
mortgage loan assumption requires Department approval.

(29) Loan to Value (LTV)--The amount of the mortgage loan(s) divided by the Single Family
Housing Unit's appraised value, excluding Forgivable Loans.

(30) Manufactured Housing Unit (MHU)--A structure that meets the requirements of Texas
Manufactured Housing Standards Act, Texas Occupations Code, Chapter 1201 or FHA
guidelines as required by the Department.

(31) Nonconforming Mortgage Loan--Any mortgage loan that does not meet the definition of a
"Conforming Mortgage Loan" defined in paragraph (11) of this section.

(32) Neighborhood Stabilization Program (NSP)--A HUD-funded program authorized by
HR3221, the "Housing and Economic Recovery Act of 2008" (HERA) and §1497 of the Wall
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Street Reform and Consumer Protection Act of 2010, as a supplemental allocation to the CDBG
Program.

(33) NOFA--Notice of Funding Availability.

(34) Nonprofit Organization--An organization that is organized as such under state or federal
laws and does not have a pending Application for nonprofit status.

(35) Open Application Cycle--A defined period of time in which Applications may be submitted
according to a published NOFA and which will be reviewed on a first-come, first-served basis
until the NOFA is closed.

(36) Parity Lien--A lien position whereby two or more lenders share a security interest of equal
priority in the collateral.

(37) Persons with Disabilities--Any person who has a physical or mental impairment that
substantially limits one or more major life activities and has a record of such impairment; or is
regarded as having such impairment.

(38) Principal Residence--The primary Single Family Housing Unit that a Household inhabits.
May also be referred to as "primary residence."

(39) Program--The specific fund source from which single family funds are applied for and used.
(40) Program Income--Gross income received by the Administrator directly generated from the
use of Single Family funds.

(41) Program Manual--A set of guidelines designed to be an implementation tool for the single
family programs which allows the Administrator to search for terms, statutes, regulations, forms
and attachments. The program manual is developed by the Department and amended or
supplemented from time-to-time.

(42) Program Rule--Chapters of this title which pertain to specific single family program
requirements.

(43) Reconstruction--The demolition and rebuilding a Single Family Housing Unit on the same
lot in substantially the same manner. The number of housing units may not be increased,;
however, the number of rooms may be increased or decreased dependent on the number of
family members living in the housing unit at the time of Application. Reconstruction includes
replacing existing, sub-standard MHUs with a new MHU or site built house. MHUs must be
installed according to the manufacturer's installation instructions and in accordance with state
laws and regulations.

(44) Reservation--Funds set-aside for a Household Applicant or single family activity registered
in the Department'’s registration system.

(45) Reservation System--The Department's computer registration system(s) that allows
Administrators to reserve funds for a specific Household.

(46) Resolution--Formal action by a corporate board of directors or other corporate body
authorizing a particular act, transaction, or appointment. Resolutions must be in writing and state
the specific action that was approved and adopted, the date the action was approved and adopted,
and the signature of person or persons authorized to sign resolutions. Resolutions must be
approved and adopted in accordance with the corporate bylaws.

(47) Self-Help--Housing programs that allow low, very low, and extremely low-income families
to build or rehabilitate their Single Family Housing Units through their own labor or volunteers.
(48) Single Family Housing Unit--A home designed and built te-suppert-the-habitation-of for one
person or one Household_for rental or owner-occupied. This includes the acquisition,
construction, reconstruction or rehabilitation of an attached or detached unit. May be referred to
as a single family "home,"” "housing,"” "property,” "structure,” or "unit."”
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(49) Soft costs--Costs related to and identified with a specific Single Family Housing Unit other
than construction costs. May also be referred to as "direct delivery" costs.

(50) Subgrantee--Same as "Administrator."

(51) Subrecipient--Same as "Administrator."”

(52) TAC--Texas Administrative Code.

(53) TREC--Texas Real Estate Commission.

820.4.Eligible Single Family Activities.

(@) Awvailability of funding for and specific Program requirements related to the Activities
described in subsection (b)(1) - (9) of this section are defined in each Program's Rules.

(b) Activity Types for eligible single family housing Activities include:

(1) acquisition or acquisition with rehabilitation including accessibility modifications to single
family housing units. The rehabilitation, or New Construction of Single Family Housing Units;
(2) rehabilitation or reconstruction of existing housing on the same site;

(3) new construction of site-built housing on the same site to replace an existing owner-occupied
Manufactured Housing Unit (MHU);

(4) replacement of existing owner-occupied housing with an MHU;

(5) new construction of site-built housing on another site;

(6) if housing unit is uninhabitable as a result of disaster or condemnation by local government,
the Household is eligible for the New Construction of site-built housing or an MHU under this
section provided the assisted Household documents that the Single Family Housing Unit was
previously their Principal Residence through evidence of a homestead exemption from the local
taxing jurisdiction and Household certification;

(7) the refinance of an existing mortgage;

(8) tenant-based rental assistance; and

(9) any other Single Family Activity as determined by the Department.

(c) Rehabilitation of an MHU is not an eligible Activity.

§20.5.Funding Notices.

(@) The Department will make funds available for eligible Administrators for single family
activities through NOFAs, requests for qualifications (RFQs), request for proposals (RFPs) or
other methods for the release of funding describing the submission and eligibility guidelines.

(b) Funds may be allocated through contract awards or by providing authority to submit
Reservations.

(c) Funds may be subject to regional allocation in accordance with Chapter 2306.
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(d) The Department will develop and publish application materials for participation in the
contract system and/or reservation systems. Eligible Applicants must comply with the provisions
of the application materials and NOFA and are responsible for the accuracy and timely
completion and submission of all Applications.

§20.6.Applicant Eligibility.

(@) Eligible Applicants may include entities such as units of local governments, nonprofit
corporations, or other entities as further provided in the Program Rules and/or NOFA.

(b) Applicants shall be in good standing with the Texas Office of the Secretary of State and
Texas Comptroller of Public Accounts, as applicable.

(c) Applicants shall comply with all applicable state and federal rules, statutes, or regulations.
(d) Resolutions must be provided in accordance with the applicable Program Rule or NOFA.

(e) The violations described in paragraphs (1) - (5) of this subsection may cause an Applicant
and any Applications they have submitted, to be ineligible:

(1) Applicant did not satisfy all eligibility requirements described in the Program Rules and
NOFA to which they are responding;

(2) Applicant failed to make timely payment on fee commitments or on debts to the Department
and for which the Department has initiated formal collection or enforcement actions;

(3) Applicant failed to comply with any other provisions of debt instruments held by the
Department including, but not limited to, such provisions as timely payment of property taxes
and proper placement and maintenance of insurance;

(4) Applicant is debarred by HUD or the Department; or

(5) current or previous noncompliance. Each Applicant will be reviewed for compliance history
by the Department. Applications submitted by Applicants found to be in material noncompliance
or otherwise violating the Compliance Rules of the Department may be terminated and/or not
recommended for funding.

(F) The Department reserves the right to adjust the amount awarded based on the Application's
feasibility, underwriting analysis, the availability of funds, or other similar factors as deemed
appropriate by the Department.

(9) The Department may decline to fund any Application if the proposed activities do not, in the
Department's sole determination, represent a prudent use of the Department's funds. The
Department is not obligated to proceed with any action pertaining to any Applications which are
received, and may decide it is in the Department's best interest to refrain from pursuing any
selection process. The Department reserves the right to negotiate individual elements of any
Application.
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820.7.Household Eligibility Requirements.

(@) The method used to determine Annual Income will be provided in the Program Rules or
NOFA.

(b) Households must occupy the Single Family Housing Unit as their Principal Residence for a
period of time as established by the Program Rules or NOFA.

820.8.Single Family Housing Unit Eligibility Requirements.

(@) Unless otherwise provided in the NOFA, the Single Family Housing Unit must be located in
the state of Texas, and must have good and marketable title.

(b) Real property taxes assessed on an owner-occupied Single Family Housing Units must be
current (including prior years) or the Household must be successfully participating in an
approved payment plan with the taxing authority.

(c) An owner occupied Single Family Housing Unit must not be encumbered with any liens
which impair the good and marketable nature of the title. The Department will require the owner
to be current on any existing mortgage loans or home equity loans prior to assistance.

820.9.General Administration and Program Requirements.

(@) Costs incurred by Administrator for travel, including costs of lodging, other subsistence, and
incidental expenses, shall be considered reasonable and allowable only to the extent such costs
do not exceed charges normally allowed by the U.S. General Services Administration (GSA) per
diem rates at: http://www.gsa.gov/portal/category/21287.

(b) Administrators must comply with all applicable local, state, and federal laws, regulations, and
ordinances for procurement with single family program funds.

(c) Administrators may not retain any Program Income generated through the operation of a
single family program or Activity.

820.10.Inspection Requirements for Construction Activities.

(@) Initial Inspections.

(1) An initial inspection report must be provided to both the Department and the homeowner or
homebuyer for all construction projects. A rehabilitation project is eligible for Reconstruction if
the initial inspection report estimates that the cost to rehabilitate exceeds the rehabilitation
threshold, which shall be $40,000, or the pre-rehabilitation value of the structure to be
rehabilitated, whichever is less.
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(2) All deficiencies identified in the initial inspection report shall be addressed in the work write-
up for rehabilitation projects.

(b) Construction Completion Requirements and Final Inspections.

(1) Compliance with Accessibility Requirements--Applicant must submit one of the documents
described in subparagraph (A) or (B) of this paragraph to ensure that requirements of Texas
Government Code §2306.514 and other Program Rules are met.

(A) A copy of the proposed plans and specifications for Reconstruction and New Construction of
Single Family Units. All plans submitted must be prepared and executed by an architect licensed
by the state of Texas; or

(B) A certification of compliance which includes the seal of the architect.

(2) Final inspections are required for all rehabilitation, reconstruction or new construction
activities and must ensure that the construction on the Single Family Housing Unit is complete
and meets all applicable state and local codes, and have no observed deficiencies related to
health and safety standards.

(3) A copy of the final inspection report must be provided to the Department and the Household
for rehabilitation, reconstruction and new construction activities.

(4) A Certificate of occupancy shall be issued prior to final payment for construction, as
applicable. If no certificate of occupancy is available from an incorporated area, a document
from the local government entity showing that the Single Family Housing Unit has passed all
required building codes must be obtained and provided to the Department.

(5) Any deficiencies noted on the certificate of occupancy or the inspector's report must be
corrected prior to the final Draw.

(6) Cosmetic issues such as paint, wall texture, etc. will not be required to be corrected if
utilizing a self-help construction program.

(c) Requirements for Use of professional inspectors or qualified inspection individuals.

(1) Professional home inspectors or qualified inspection individuals shall conduct all initial and
final inspections for new construction, reconstruction and rehabilitation activities utilizing the
Department's single family program funds.

(2) Municipal code officials, as applicable, shall conduct inspections inside of city limits and
extraterritorial jurisdictions.

(3) Professional home inspector requirements.

(A) Inspections may be conducted by a professional home inspector as evidence by the
Administrator to ensure inspections are performed by a person who has received current and
comprehensive training to enable them to conduct effective inspections. Completion of the
training required to be a licensed TREC inspector would be acceptable evidence of such training.
(B) The FREC— professional home inspeeterinspector may be a staff member of the
Administrator.

(4) Qualified inspection individual Requirements.

(A) Inspections may be conducted by a qualified inspection individual if certified by the
Administrator that the individual has professional certifications, relevant education or minimum
five (5) years experience in a field directly related to home inspection, including but not limited
to installing, servicing, repairing or maintaining the structural, mechanical, plumbing and
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electrical systems found in Single Family Housing Units, as evidenced by inspection logs,
certifications, training courses or other documentation.

(B) Inspections may be performed by qualified inspection individuals if allowed by the Program
Rules or NOFA.

© Quallfled mspectlon |nd|V|duaIs may be a staff member of the Admlnlstrator

(d) Other inspection requirements.

(1) All inspectors shall inspect properties utilizing applicable construction standards prescribed
by the Department; and

(2) All inspectors shall utilize Department approved and prescribed inspection forms/checklists
for applicable inspections.

(e) Single Family Housing Units receiving only utility connections under the Colonia Self Help
Center Program are exempt from inspection requirements.

§20.11.Survey Requirements.

When assistance is provided in the form of an acquisition mortgage loan:

(1) a Category 1A (Texas Society of Professional Surveyors) land title survey is required for
single family acquisition where:

(A) the Department is the first lien holder and the rehabilitation activity funds are used for
construction because:

(1) the Rehabilitation project is enlarging the footprint; or

(ii) the project is Reconstruction or New Construction; and

(D) if allowed by the Program Rules or NOFA, existing surveys for acquisition only activities
may be used if the Household certifies that no changes were made to the footprint of any
building or structure, or to any improvement on the Single Family Housing Unit;

(2) the Department reserves the right to determine the survey requirements on a per project basis
if additional survey requirements would, at the sole discretion of the Department, benefit the
project.

820.12. Insurance Requirements for Acquisition Activities.

(a) Title Insurance requirements. A Mortgagee's Title Insurance Policy is required for all non-
conforming Department mortgage loans_as required by the Program Rules or NOFA, exclusive
of loans financed with mortgage revenue bonds or through the Taxable Mortgage Program. The
title insurance must be written by a title insurer licensed or authorized to do business in the
jurisdiction where the Single Family Housing Unit is located. The policy must be in the amount
of the loan. The Mortgagee named shall be: "Texas Department of Housing and Community
Affairs.”

(b) Title Reports.
(1) Title reports may be provided in lieu of title insurance only for grants if title insurance is not
available. Title reports shall be required when the grant funds exceed $20,000.
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(2) The preliminary title report may not be older than allowed by the Program Rules or NOFA.
(3) Liens, or any other restriction or encumbrances that impair the good and marketable nature of
the title must be cleared on or before closing of the Department's transaction.

(c) Builder's Risk (non-reporting form only) is required where construction of the Single Family
Housing Unit is being financed by the Department in an amount not less than the cost of
construction. At the end of the construction period, the binder must be endorsed to remove the
"pending disbursements" clause.

(d) Hazard Insurance.

(1) The hazard insurance provisions are not applicable to HOME Program activities unless
required in the Program Rule.

(2) If Department funds are provided in the form of a loan, then:

(A) the Department requires property insurance for fire and extended coverage;

(B) Homeowner's policies or package policies that provide property and liability coverage are
acceptable. All risk policies are acceptable;

(C) the amount of hazard insurance coverage at the time the mortgage loan is funded should be
no less than 100 percent of the current insurable value of improvements; and

(D) the Department should be named as a loss payee and mortgagee on the hazard insurance

policy.

(e) Flood insurance must be maintained for all structures located in special flood hazard areas
where the U.S. Federal Emergency Management Agency (FEMA) has mandated flood insurance
coverage.

(1) A Household may elect to obtain flood insurance even though flood insurance is not required.
However, the Household may not be coerced into obtaining flood insurance unless it is required
in accordance with this section.

(2) Evidence of insurance, as required in this chapter, must be obtained prior to mortgage loan
funding. Insurance premiums for at least twelve (12) months and up to two (2) months of
reserves may be collected at loan closing. The Department must be named as loss payee on the

policy.

820.13.Loan, Lien and Mortgage Requirements for Acquisition Activities Only.

(@) The requirements in this section shall apply to non-conforming mortgage loans, unless
otherwise provided in the Program Rules, NOFA or program guidelines.

(b) The fee requirements described in paragraphs (1) - (3) of this subsection apply to non-
Conforming Mortgage Loans:

(1) Allowable expenses are restricted to reasonable third party fees.

(2) Fees charged by third party mortgage lenders are limited to the greater of 2 percent of the
mortgage loan amount or $3,500, including but not limited to origination, Application, and/or
underwriting fees.

(3) Fees paid to other parties that are supported by an invoice and reflected on the HUD-1 will
not be included in the limit.
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(c) Maximum Debt Ratio. The total debt-to-income ratio may not exceed 45 percent. A
borrower's spouse who does not apply for the mortgage loan will be required to execute the
information disclosure form and the deed of trust as a "non-purchasing” spouse. The "non-
purchasing” spouse will not be required to execute the note. For credit underwriting purposes the
non-purchasing spouse's income, debts, and obligations will be considered in the borrower's total
debt-to-income ratio.

(d) The Department reserves the right to deny assistance in the event that the senior lien
conditions are not to the satisfaction of the Department, as outlined in the Program Rules or
NOFA.

(e) Lien position requirements.

(1) A mortgage loan made by the Department shall be secured by a first (1st) lien on the real
property if the Department’s loan is the largest mortgage loan secured by the real property; or

(2) The Department may accept a Parity Lien position if the original principal amount of the
leveraged mortgage loan is equal to or greater than the Department's loan; or

(3) The Department may accept a subordinate lien position if the original principal amount of the
leveraged mortgage loan is at least $1,000 or greater than the Department's loan. However liens
related to other subsidized funds provided in the form of grants and non-amortizing loans, such
as deferred payment or Forgivable Loans, must be subordinate to the Department's loan.

(4) A subordinate mortgage loan may be re-subordinated, at the discretion of the Department,
and as provided in the Program Rules or NOFA.

(F) Escrow Accounts.

(1) An escrow account must be established if:

(A) the Department holds a first lien mortgage loan which is due and payable on a monthly basis
to the Department; or

(B) the Department holds a subordinate mortgage loan and the first lien lender does not require
an escrow account, the Department may require an escrow account to be established.

(2) If an escrow account held by the Department is required under one of the provisions
described in this subsection, then the provisions described in subparagraphs (A) - (F) of this
paragraph are applicable:

(A) The borrower must contribute monthly payments to cover the anticipated costs of real estate
taxes, hazard and flood insurance premiums, and other related costs as applicable;

(B) Escrow reserves shall be calculated based on land and completed improvement values;

(C) The Department may require up to two (2) months of reserves for hazard and/or flood
insurance and property taxes to be collected at the time of closing to establish the required
Escrow account;

(D) In addition, the Department may also require that the property taxes be prorated at the time
of closing and those funds be deposited with the Department;

(E) The borrower will be required to deposit monthly funds to an escrow account with the
mortgage loan servicer in order to pay the taxes and insurance. This will ensure that funds are
available to pay for the cost of real estate taxes, insurance premiums, and other assessments
when they come due; and
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(F) These funds are included in the borrower's monthly payment to the Department or to the
servicer. The Department will establish and administer the escrow accounts in accordance with
the Real Estate Settlement and Procedures Act of 1974 (RESPA) if applicable.

820.14.Amendments and Modifications to Written Agreements and Contracts.

(a) The Department, acting by and through its Executive Director or his/her designee, may
authorize, execute, and deliver amendments to any written Agreement or contract provided that
the requirements of this section are met.

(b) Time extensions. The Director or his/her designee may grant up to a cumulative twelve (12)
months extension to the end date of any contract unless otherwise indicated in the Program
Rules. Any additional time extension granted by the Director shall include a statement by the
Director identifying the unusual, non-foreseeable or extenuating circumstances justifying the
extension. If more than a cumulative twelve (12) months of extension is requested and the
Department determines there are no unusual, non-foreseeable, or extenuating circumstances, it
will be presented to the Board for approval, approval with modifications, or denial of the
requested extension.

(c) Award or Contract Reductions. The Department may decrease an award for any good cause
including but not limited to the request of the Administrator, insufficient eligible costs to support
the award, or failure to meet deadlines or benchmarks.

(d) Changes in beneficiaries. Reductions in contractual deliverables and beneficiaries shall
require a contract amendment. Increases in contractual deliverables and beneficiaries that do not
shift funds, or cumulatively shift less than 10 percent of total award or contract funds, shall be
completed through a contract modification.

(e) Award and Contract Increases.

(1) Up to a cumulative 25 percent or $50,000 (whichever is greater) increase in specific single
family program'’s contract may be added to the funding originally awarded by the Department.

(2) Requests for increases in funding will be evaluated by the Department on a first-come, first-
served basis to assess the capacity to manage additional funding, the demonstrated need for
additional funding and the ability to expend the increase in funding within the contract period.

(3) The requirements to approve an increase in funding shall include, at a minimum,
Administrator's ability to continue to meet existing deadlines, benchmarks and reporting
requirements.

(4) Funding may come from program funds, deobligated funds or program income.

(5) Qualifying requests will be recommended to the Executive Director for approval.

(6) The Board must approve requests in excess of the cumulative 25 percent or $50,000
threshold.

(F) The Executive Director may approve contract budget changes or amendments that do not
significantly decrease the benefits to be received by the Department.
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(9) The single family program's Director may approve contract budget modifications provided
the guidelines described in paragraphs (1) - (4) of this subsection are met:

(1) funds must be available in a budget line item;

(2) the budget change(s) are less than 10 percent of the total Activity budget;

(3) if units or activities are desired to be increased, but funds must be shifted from another
budget line item in which units or activities from that budget line item have been completed, a
contract amendment will only be necessary if the cumulative budget changes exceed 10 percent
of the contract amount; and

(4) the cumulative total of all contract budget modifications cannot exceed 10 percent of the total
contract's budget amount.

(5) If these guidelines are not met, a contract amendment will be required.

(h) The Department may terminate a contract in whole or in part if the Administrator does not
achieve performance benchmarks as outlined in the Contract or NOFA.

(1) In all instances noted in this section, where an expected loan transaction is involved, loan
instruments will be modified accordingly at the expense of the Administrator/borrower.

§20.15.Sanctions and Deobligation.

The sanctions (except debarment) and deobligation remedies identified under other provisions of
this title apply to all single family program activities.
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BOARD ACTION REQUEST
OFFICE OF COLONIA INITIATIVES (OCl)
OCTOBER 9, 2012

Presentation, Discussion, and Possible Adoption of an order repealing 10 TAC Chapter 2, §82.1
— 2.13 concerning the Texas Bootstrap Loan Program Rule and an order adopting a new 10 TAC
Chapter 24, 8824.1 — 24.13 concerning the Texas Bootstrap Loan Program Rule and directing
their publication in the Texas Register.

RECOMMENDED ACTION

WHEREAS, at the Board meeting of July 26, 2012, the proposed repeal of the
current Texas Bootstrap Loan Program Rule and the proposed new Texas
Bootstrap Loan Program Rule were approved for publication in the Texas
Register for public comment and the public comment period has ended

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 repeal of 10 TAC Chapter 2, §82.1 — 2.13 concerning
the Texas Bootstrap Loan Program Rule and the new 10 TAC Chapter 24, §824.1
—24.13 concerning the Texas Bootstrap Loan Program Rule to be published in the
Texas Register for final adoption, and in connection therewith, make such non-
substantive technical corrections as they may deem necessary to effectuate the
foregoing, including the preparation of subchapter specific preambles.

BACKGROUND

The proposed repeal and new chapter were approved for publication at the Board meeting of July
26, 2012 and were published in the August 10, 2012 issue of the Texas Register to allow for
public comment. The public comment period closed on September 10, 2012.

No comments were received.
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Attachment A: Preamble and New Rule

The Texas Department of Housing and Community Affairs (the "Department”) adopts the new
10 TAC Chapter 24, 8824.1 — 24.13 concerning the Texas Bootstrap Loan Program Rule.
Sections 24.3, 24.4, 24.7-24.9, and 24.12 are adopted with non-substantive corrections to the
proposed text as published in the August 10, 2012 issue of the Texas Register (37 TexReg 5859)
Sections 24.1, 24.2, 24.5, 24.6, 24.10, and 24.11 are adopted without change and will not be
republished.

REASONED JUSTIFICATION: Recently the Department reorganized and restructured all of its
housing and community affairs programs. Part of the purpose of the reorganization was to
separate single and multi-family housing program delivery and to standardize much of the single
family housing program procedures. These changes were implemented for the purpose of
improving the delivery of housing solutions to Texans. This rule accomplishes those goals by
better aligning the Texas Bootstrap Loan Program with the new 10 TAC Chapter 20, concerning
the Single Family Programs Umbrella Rule.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the new section(s) were accepted in writing and by fax. No comments were
received concerning the repeal or new chapter.

The Board approved the final order adopting the new sections, as well as other non-substantive
corrections, on October 9, 2012.

STATUTORY AUTHORITY: The new section is adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules. Additionally, the
new sections are proposed pursuant to Texas Government Code, Chapter 2306, Subchapter FF,
which specifically authorizes the Department to administer the Texas Bootstrap Loan Program.

§24.1.Purpose.

(a) This chapter clarifies the administration of the Texas Department of Housing and Community
Affairs' (the "Department™) Texas Bootstrap Loan Program, also known as the Owner-Builder
Loan Program. The Texas Bootstrap Loan Program provides assistance to income-eligible
individuals, families and households to purchase or refinance real property, on which to build
new residential housing or improve existing residential housing. The Program is administered in
accordance with Texas Government Code, Chapter 2306, Subchapter FF and Chapter 20 of this
title (relating to Single Family Programs Umbrella Rule).
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(b) The Texas Bootstrap Loan Program is a self-help construction Program that is designed to
provide very low-income families an opportunity to help themselves attain homeownership or
repair their existing homes through sweat equity. All Owner-Builder applicants under this
Program are required to provide through personal labor at least 65 percent of labor necessary to
build or rehabilitate the home. All applicable building codes and housing standards are adhered
to under this Program. In addition, nonprofit organizations can combine these funds with other
sources of funds. The total amount of Amortized repayable loans made by the Department and
other entities to an Owner-Builder may not exceed $90,000 per housing unit.

§24.2.Definitions.

The following words and terms, when used in this chapter, shall have the following meanings,
unless the context clearly indicates otherwise. Other definitions may be found in Texas
Government Code, Chapter 2306 or Chapter 20 of this title (relating to Single Family Programs
Umbrella Rule).

(1) Loan Origination Agreement--A written agreement, including all amendments thereto
between the Department and the Nonprofit Owner-Builder Housing Provider (NOHP) that
authorizes the NOHP to originate certain loans under the Texas Bootstrap Loan Program.

(2) NOHP--Nonprofit Owner-Builder Housing Provider.

(3) Owner-Builder--A person, other than a person who owns or operates a construction business
and who owns or purchases a piece of real property through a warranty deed and deed of trust; or
is purchasing a piece of real property under a contract for deed entered into before January 1,
1999; and who undertakes to make improvements to that property.

(4) Participant--An organization which submits an application to the Department to be certified
as an NOHP.

(5) Program--Texas Bootstrap Loan Program also known as the Owner-Builder Loan Program.

(6) Self-Help Housing Construction--The self-help housing process enables Owner-Builders to
rehabilitate, reconstruct or construct their own homes, usually working together in groups on
other eligible Owner-Builder's houses at the same time. Owner-Builders use their own "sweat
equity" to reduce the cost of their homes.

§24.3.Allocation of Funds.

(@) The Department administers all Texas Bootstrap Loan Program funds provided to the
Department in accordance with Texas Government Code, Chapter 2306, Subchapter FF. The
Department shall solicit gifts and grants to make loans under this chapter.
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(b) The Department may also make loans under this chapter from:

(1) available funds in the housing trust fund established under Texas Government Code,
§2306.201;

(2) federal block grants that may be used for the purposes of this chapter; and

(3) the Owner-Builder revolving loan fund established under Texas Government Code,
§2306.7581.

(c) The Department shall establish an Owner-Builder revolving loan fund for the sole purpose of
funding loans pursuant to Texas Government Code, 82306.7581.

(d) The Department shall deposit money received in repayment of a loan to the Owner-Builder
revolving loan fund pursuant to Texas Government Code, 82306.7581.

(e) Each state fiscal year the Department shall transfer at least $3 million to the Texas Bootstrap
Loan Program revolving fund from money received under the federal HOME Investment
Partnerships program established under Title Il of the Cranston-Gonzalez National Affordable
Housing Act (42 U.S.C. 8812701, et seq.), from money in the housing trust fund; or from money
appropriated by the legislature to the Department pursuant to Texas Government Code
§2306.7581.

(f) In a state fiscal year the Department may use not more than 10 percent of the revenue
available to enhance the ability of tax-exempt organizations described by Texas Government
Code, §2306.755(a) to enhance the number of such organizations that are able to implement the
Program. The Department shall use that available revenue to provide financial assistance,
technical training and management support.

§24.4.Participant Requirements.

(a) Eligible Participants. The following organizations or entities are eligible to participate in the
Texas Bootstrap Loan Program:

(1) Colonia Self Help Centers established under Texas Government Code, Chapter 2306,
Subchapter Z; or

(2) Nonprofit Owner-Builder Housing Provider (NOHP) certified by the Department pursuant to
Texas Government Code, §2306.755.
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(b) Eligibility requirements. Participant must be certified as an NOHP or must be a Colonia Self-
Help Center and must have entered into a Loan Origination Agreement with the Department in
order to be eligible to participate in the Texas Bootstrap Loan Program. The Participant must
have the capacity to administer and manage resources as evidenced by previous experience of
managing state and/or federal programs.

824.5.Program Activities.

Texas Bootstrap Loan Program funds may be used to finance affordable housing and promote
homeownership through acquisition, new construction, reconstruction, or rehabilitation of
residential housing. All eligible Participants that satisfy the requirements of this chapter may
reserve funds and submit a loan application on behalf of an Owner-Builder applicant for the
Texas Bootstrap Loan Program.

§24.6.Prohibited Activities.

The activities described in paragraphs (1) - (7) of this section are prohibited in relation to the
origination of a Texas Bootstrap Loan Program loan, but may be charged as an allowable cost by
a third (3rd) party lender for the origination of all other loans originated in connection with a
Texas Bootstrap Loan Program loan:

(1) payment of delinquent property taxes or related fees or charges on properties to be assisted
with Texas Bootstrap Loan Program funds;

(2) Loan Origination Fees;
(3) Application fee;

(4) discount fees;

(5) underwriter fee;

(6) loan processing fees; and

(7) other fees not approved by the Department in writing prior to expenditure.

§24.7 Distribution of Funds.

(a) Set-Asides. In accordance with Texas Government Code, §2306.753(d), at least two-thirds
(2/3) of the dollar amount of loans made under this chapter in each fiscal year must be made to
Owner-Builders whose property is located in a census tract that has a median household income
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that is not greater than 75 percent of the median state household income for the most recent year
for which statistics are available.

(b) Balance of State. The remaining one-third (1/3) of the dollar amount of loans may be made to
Owner-Builders statewide.

(c) Once a Reservation has been awarded, the Department may grant one forty-five (45) day
extension of required benchmarks due to extenuating circumstances that were beyond the
Owner-Builder's and/or the NOHPs control. If the NOHP cannot meet the required benchmarks
after the forty-five (45) day extension, the Reservation will be cancelled. If funds are available
the NOHP may receive another Reservation on the same Owner-Builder applicant and the NOHP
must submit an updated application to ensure the Owner-Builder applicant still meets all
guidelines and requirements under Texas Bootstrap Loan Program Rule and Program Manual.

§24.8.Criteria for Funding.

(@) The Department will distribute the funds in accordance with the Housing Trust Fund (HTF)
Plan in effect at the time. The Department will publish an announcement for a Notice of Funding
Availability (NOFA) in the Texas Register and post the NOFA on the Department's website. The
NOFA will establish and define the terms and conditions for the submission of Reservations
and/or applications. The Department may also set a deadline for receiving Reservations and/or
applications. The NOFA will also indicate the approximate amount of available funds. The
Department may increase funds in the NOFA from time to time without republishing the NOFA
in the Texas Register and Department's website.

(b) A nonprofit organization must have been certified by the Department as a Nonprofit Owner-
Builder Housing Provider (NOHP) and must have executed a Loan Origination Agreement to be
eligible to submit a Reservation on behalf of an Owner-Builder applicant. A Reservation
containing false information will be disqualified. The Department will review and process all
Owner-Builder applications in the order received. The NOHP will be notified in writing of the
Department's determination.

(c) Reservations received by the Department in response to a NOFA will be handled as described
in paragraphs (1) - (6) of this subsection.

(1) The Department will accept Reservations until all funds under the NOFA have been
committed. The Department may limit the eligibility of Reservations in the NOFA.

(2) Each Reservation will be assigned a "received date” based on the date and time the
Reservation was entered into the Texas Bootstrap Loan Program Reservation system. Each
Reservation will be reviewed in accordance with the Program rules.
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(3) Reservations and/or applications submitted on behalf of an Owner-Builder applicant must
comply with all applicable Texas Bootstrap Loan Program requirements or regulations
established in this chapter. Reservations and/or applications submitted on behalf of an Owner-
Builder applicant that do not comply with such requirements may be disqualified. The NOHP
will be notified in writing of any cancelled and/or disqualified Reservations and/or applications
submitted on behalf of an Owner-Builder applicant.

(4) If a Reservation contains administrative deficiencies which, in the determination of the
Department, require clarification or correction of information submitted at the time of the
Reservation, the Department may request clarification or correction of such Administrative
Deficiencies. The Department may request clarification or correction in a deficiency notice in the
form of an email, facsimile or a telephone call to the NOHP advising that such a request has been
transmitted.

(5) Prior to issuing an applicant eligibility letter the Department may decline to fund any
Reservation entered into the Reservation system if the proposed housing activities do not, in the
Department's sole determination, represent a prudent use of the Department's funds. The
Department is not obligated to proceed with any action pertaining to any Reservation which are
entered, and may decide it is in the Department's best interest to refrain from committing the
funds. If the Department has issued an applicant eligibility letter to the Owner-Builder applicant,
but the NOHP and/or Owner-Builder applicant has not complied with all the Program rules and
guidelines, the Department may suspend funding until the NOHP and/or Owner-Builder
applicant has satisfied all requirements of the Program. If the NOHP is unable to cure any
deficiencies within fifteen (15) days, the Department may provide a one-time fifteen (15) day
extension or decline to fund the Reservation.

(6) The Department will give priority to Reservations to Owner-Builders with an annual income
of less than $17,500 and Reservations to Owner-Builders who will reside in counties and
municipalities that agree in writing to waive the capital recovery fees, building permit fee or
other fees related to the building of the houses to be built with the loan proceeds.

824.9.Program Administration.

(a) Per household assistance from the Department for any Texas Bootstrap Loan Program loans
may not exceed $45,000 per-household pursuant to Texas Government Code, §2306.754(b). The
Owner-Builder must obtain the amount necessary that exceeds $45,000 from other sources of
funds including other Department funds with the exception of funds being utilized to implement
the Texas Bootstrap Loan Program. The total amount of Amortized repayable loans made by the
Department and other entities to an Owner-Builder under the Program may not exceed $90,000
pursuant to Texas Government Code, 82306.754(b).
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(b) The Department, through a Nonprofit Owner-Builder Housing Provider (NOHP), shall make
loans for Owner-Builder applicants to enable them to:

(1) purchase or refinance real property on which to build new residential housing;
(2) build new residential housing; or

(3) improve existing residential housing.

(c) The NOHP will be granted a 6 percent administration fee upon completion of the house and
closing of each mortgage loan.

(d) Upon approval by the Department, the nonprofit organization certified as an NOHP or
Colonia Self-Help Centers shall enter into, execute, and deliver to the Department the Loan
Origination Agreement.

(e) In the event the Department has additional funds in the same funding cycle, the Department,
with Board approval, will distribute funds in accordance with this chapter.

(F) The Department may terminate the Loan Origination Agreement in whole or in part. If the
NOHP has not achieved performance benchmarks as outlined in the NOFA, Loan Origination
Agreement, and/or Program Manual. If the Owner-Builder applicant qualifies for the Program,
the Department will issue an applicant eligibility letter (approval letter) which reserves the funds
(up to $45,000 per Reservation) for twelve (12) months from the date of the applicant eligibility
letter. Owner-Builder applicant will not be required to re-qualify for the Program if the Owner-
Builder applicant closes on the loan on or before the expiration date stated on the applicant
eligibility letter issued by the Department. If the Owner-Builder fails to close on the loan on or
before the expiration date stated on the applicant eligibility letter, the Owner-Builder applicant
will be required to re-qualify for the Program.

(9) Roles and responsibilities for administering the Program contract. NOHPs are required to:
(1) qualify potential Owner-Builders for loans;

(2) provide Owner-Builder homeownership education classes;

(3) supervise and assist Owner-Builders in building and/or rehabilitate housing;

(4) facilitate loans made or purchased by the Department under the Program; and

(5) implement and administer the Program on behalf of the Department.

(h) Loan Servicing Agreement. If the NOHP wishes to service the loans originated on behalf of
the Department it must enter into a Loan Servicing Agreement with the Department. The
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Department may grant the request upon reviewing the NOHP capacity to implement those
specific functions.

(i) First Year Consultation Agreement. The NOHP agrees that if notified by the Department that
Owner-Builder has failed to make a scheduled payment due under the Program loan, or other
payments due under the Program loan documents issued under the Program, within the first
twelve (12) months of funding, the NOHP will be required to meet with the Owner-Builder and
provide counseling and assistance until the payments are made current. After consultation and in
the event that the Department and NOHP are not able to reach a consensus about NOHPs effort
to bring the Program loan current as required under this chapter, the Department in accordance
with its administrative rules may apply appropriate graduated sanctions leading up to, but not
limited to deobligation of funds and future debarment from participation in the Program.

(1) Administrative Fee. The NOHP may request their administrative fee upon completion of the
house and closing of each mortgage loan.

(k) Blueprints. If NOHP's activity is interim or residential construction, NOHP must provide an
original copy of the proposed blueprints to be approved by the Department prior to accepting
applications. Blueprints must include the required construction requirements pursuant to Texas
Government Code, 82306.514. All blueprints submitted for approval must be prepared and
executed by an architect or engineer licensed by the state of Texas.

(1) Work Write-up. The NOHP must submit a work write-up for all rehabilitation projects. Work
write-ups must be reviewed and approved by the Department, before rehabilitation is started.

(m) Loan Program requirements. The Department may purchase or originate loans that conform
to the lending parameters and the specific loan Program requirements as described in paragraphs
(2) - (13) of this subsection:

(1) maximum Loan amount not to exceed $45,000. If it is not possible for the Owner-Builder to
purchase necessary real property and build adequate housing for $45,000, the NOHP must obtain
additional funding from other sources of funds;

(2) minimum Loan amount is $1,000;

(3) the total amount of all Amortized repayable loans under the Program may not exceed
$90,000. Deferred forgivable loans are not included in these total loan calculations;

(4) may not exceed a term of thirty (30) years;
(5) minimum loan term of five (5) years;

(6) zero percent (O percent) non-interest loans;
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(7) when refinancing a contract for deed, the Department will not disburse any portion of the
Department's loan until the Owner-Builder receives a deed to the property;

(8) Owner-Builder(s) must have resided in this state for the preceding six (6) months prior to the
date of loan application;

(9) Credit Qualifications. Owner-Builder applicants must have a credit history that indicates
reasonable ability and willingness to meet debt obligations. In order for the Department to make
a reasonable determination, the Department will obtain a tri-merge credit report on all Owner-
Builder applicants submitted to the Department for approval,

(10) unacceptable credit includes, but is not limited to:

(A) payments on any open consumer, retail and/or installment account (i.e. auto loans, signature
loans, payday loans, credit cards or any other type of retail and/or installment loan) which has
been delinquent for more than thirty (30) days on three (3) or more occasions within the last
twelve (12) months, unless the Owner-Builder applicant has been current for the four (4) months
immediately preceding the application date. For purposes of this subparagraph, the credit history
of an Owner-Builder who is a Domestic Farm Laborer and receives a substantial portion of
his/her income from the production or handling of agriculture or aquacultural products will not
apply. However, Owner-Builder must still demonstrate the ability and willingness to meet debt
obligations;

(B) a foreclosure which has been completed within the last twelve (12) months prior to the date
of loan application;

(C) an outstanding Internal Revenue Service tax lien or any other outstanding tax liens where
Owner-Builder applicant has made formal and satisfactory payment arrangements for at least six
(6) months prior to the date of loan application;

(D) a court-created or court-affirmed obligation or judgment caused by nonpayment that is
currently outstanding must be paid off. The Department may consider this account in good
standing if the Owner-Builder applicant has made formal and satisfactory payment arrangements
for at least six (6) months prior to the date of loan application;

(E) any account (with the exception of a medical account) that has been placed for “collection,”
"profit and loss" or "charged off" within the last twelve (12) months prior to the date of loan
application, unless the account has been or will be paid in full after receiving notice from the
Department. If there are other, unpaid or unresolved accounts that were placed for “collection,"
"profit and loss," or "charged off" prior to the last twelve (12) months prior to the date of loan
application then. Owner-Builder applicant must also have re-established at least one line of credit
that must be in good standing with no delinquencies for at least six (6) months prior to the date
of loan application. Type of debts that will be taken into consideration may include, but are not
limited to the following: rental history, cell phone, utility, child care, auto insurance, etc.;
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(F) any delinquency on any government debt unless the Owner-Builder applicant has made
formal and satisfactory payment arrangements for at least six (6) months prior to the date of loan
application;

(G) a bankruptcy that has been filed within the past twelve (12) months prior to the date of loan
application;

(H) any delinquency on child support unless the Owner-Builder applicant has made formal and
satisfactory payment arrangements for at least six (6) months prior to the date of loan
application;

(11) subparagraphs (A) - (C) of this paragraph will not be considered indicators of unacceptable
credit:

(A) a bankruptcy in which debts were discharged more than twelve (12) months prior to the date
of loan application. Owner-Builder applicant must also have re-established at least one line of
credit that must be in good standing with no delinquencies for at least six (6) months prior to the
date of loan application. In addition the Owner-Builder applicant must submit to the Department
a letter of explanation regarding the circumstances that led to the bankruptcy which is acceptable
to the Department;

(B) where an Owner-Builder applicant has successfully completed a debt restructuring plan and
has demonstrated a willingness to meet obligations when due for the six (6) months prior to the
date of loan application. If an Owner-Builder applicant is currently participating in a debt
management plan, the trustee or assignee must provide a letter to the Department stating that
they are aware and agree with the Owner-Builder applicant applying for a mortgage loan. In
addition Owner-Builder applicant must have successfully completed at least six (6) months of
the debt management plan with no delinquent payments;

(C) medical accounts that are delinquent or that have been placed for collection;

(12) the Owner-Builder applicant's liabilities include all revolving charge accounts, real estate
loans, alimony, child support, instaliment loans, and all other debts of a continuing nature with
more than ten (10) monthly payments remaining. Debts for which the Owner-Builder applicant is
a co-signer will be included in the total monthly obligations unless the other party to the debt
provides evidence showing that the Owner-Builder applicant has not been making payments on
the co-signed loans for the previous twelve (12) months. There may be no late payments within
the past twelve (12) months or the debt will be included. Payments on installment debts which
are paid off prior to funding are not included for qualification purposes. Payments on all
revolving debts (e.g. credit cards, payday loans, lines of credit, unsecured loans) and certain
types of installment loans that appear to be recurring in nature will be included in debt ratio
calculation, even if the Owner-Builder applicant intends to pay off the accounts, since the
Owner-Builder applicant can reuse those credit sources, unless the account is paid off and closed.
Payments on any type of loan that have been deferred must be deferred for at least eighteen (18)
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months from the date of loan application in order for the debt not to be included in the debt ratio
calculation; and

(13) the residence must be occupied as the Principal Residence of the Owner-Builder within
thirty (30) days of the later of the end of the construction period or the closing of the loan. Any
additional habitable structures must be removed from the property prior to closing. Portion of the
former structure may be utilized as storage upon the Department's written approval prior to
closing.

(n) Loan Assumption. A Program loan is assumable if the Department determines that the
Owner-Builder applicant complies with all Program requirements in effect at the time of the
assumption.

§24.10.0wner-Builder Qualifications.
The Owner-Builder must:
(1) own or be purchasing a piece of real property through a warranty deed or Contract for Deed;

(2) not have an annual household income that exceeds 60 percent of the greater of the state or
local area median family income as determined by HUD's income table;

(3) demonstrate the willingness and ability to repay the loan;

(4) execute a Self-Help Agreement committing to provide through personal labor at least 65
percent of the labor necessary to build or rehabilitate the proposed housing working through a
state-certified NOHP; or provide an amount of labor equivalent to 65 percent in connection with
building or rehabilitating housing for others through a state certified NOHP; provide through the
noncontract labor of friends, family, or volunteers and through personal labor at least 65 percent
of the labor necessary to build or rehabilitate the proposed housing by working through a state
certified NOHP or if due to a documented disability or other limiting circumstances the Owner-
Builder cannot provide the amount of personal labor otherwise required, provide through the
noncontract labor of friends, family or volunteers at least 65 percent of the labor necessary to
build or rehabilitate the proposed housing by working through a state certified NOHP;

(5) not have cash assets in excess of $25,000 (excluding retirement and/or 401K accounts);

(6) successfully complete an Owner-Builder homeownership education class prior to loan
funding;

(7) be given priority for loans if the Owner-Builder has an income of less than $17,500 annually;
and

(8) not have any outstanding judgments and/or liens on the property.
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824.11.Types of Funding Transactions.

All mortgage loans will be evidenced by a promissory note and will be secured by a lien on the
subject property. The following transaction types are permitted by the Department under the
Program.

(1) Purchase Money. In a purchase money transaction, all proceeds are used to finance the
purchase of a single-family dwelling unit and/or a piece of real property which will be the
Owner-Builders primary residence within thirty (30) days of closing the loan. In this instance, a
permanent loan is made and the Owner-Builder's repayment obligation begins immediately. In
certain situations, eligible closing costs may be financed by the loan proceeds.

(2) Residential Construction (One Time Closing with Owner-Builder). An interim construction
loan, also known as a residential construction loan, this transaction is treated as a purchase,
because it is a one-time closing with the Owner-Builder. Construction period may be up to
twelve (12) months.

(3) Interim Construction (Closing with NOHP). Interim construction is a commercial transaction
between the NOHP and the Department. The construction period may be up to twelve (12)
months; once the construction of the home is completed the closing with the Owner-Builder will
take place as a purchase money transaction.

(4) Purchase of Mortgage Loans. The Department may purchase and take assignments from
mortgage lenders of notes and other obligations evidencing loans or interest in loans for purchase
money transactions as described in paragraph (1) of this section or for residential construction
transactions as described in paragraph (2) of this section.

824.12.Property Guidelines and Related Issues.

(@) If the Nonprofit Owner-Builder Housing Provider (NOHP) is utilizing Program funds to
construct the home they must conform to Texas Government Code, §2306.514 and execute a
Construction Loan Agreement.

(1) If the property is located outside an incorporated area inspections will be required to be
completed by a professional inspector licensed by the Texas Real Estate Commission for all new
construction and reconstruction projects. For all housing rehabilitation projects an initial and
final inspection will be required and completed by a licensed inspector.

(2) The NOHP and/or the Owner-Builder Applicant will be responsible for the selection and/or
the fee of a licensed inspector.

(b) Appraisals are required by the Department on each property prior to funding.
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(c) Loan to value ratio may not exceed 95 percent of the appraised value, the lien amounts of
forgivable loans and/or grants will not be included in the loan-to-value calculation.

(d) Combined loan to value ratio may not exceed 100 percent of the appraised value, the lien
amounts of forgivable loans will also be included in the combined loan to value ratio.

(e) Improvement Surveys are required on each property.

(F) Category 1A (Texas Society of Professional Surveyors) (“lot survey") are required for all
interim and residential construction loans. Upon Department approval a recorded subdivision
plat may be used in lieu of lot surveys for interim construction loans only. Upon completion of
construction an improvement survey must also be provided.

(g) Title Commitment. A copy of the preliminary title report including complete legal
description, and copies of covenants, conditions and restrictions, easements, and any
supplements thereto is required. The preliminary title report should not be more than thirty (30)
days old at the time the submission package (Submission or Funding Package) is sent to the
Department.

824.13.Nonprofit Owner-Builder Housing Program (NOHP) Certification.

(a) Definitions and Terms. The following words and terms, when used in this section, shall have
the following meanings, unless the context clearly indicates otherwise.

(1) Applicant--A nonprofit organization that has submitted a request for certification as a NOHP
to the Department. An Applicant for the Texas Bootstrap Loan Program must be a NOHP
certified by the Department.

(2) Bylaws--A rule or administrative provision adopted by a corporation for its internal
governance. Bylaws are enacted apart from the Certificate of Formation. Bylaws and
amendments to bylaws must be formally adopted in the manner prescribed by the organization's
certificate of formation or current bylaws by either the organization's board of directors or the
organization's members, whoever has the authority to adopt and amend bylaws.

(3) Certificate of Formation--A document that sets forth the basic terms of a corporation's
existence and is the official recognition of the corporation's existence. The documents must
evidence that they have been filed with the Office of the Secretary of State.

(4) Resolutions--Formal action by a corporate board of directors or other corporate body
authorizing a particular act, transaction, or appointment. Resolutions must be in writing and state
the specific action that was approved and adopted, the date the action was approved and adopted,
and the signature of person or persons authorized to sign resolutions. Resolutions must be
approved and adopted in accordance with the corporate bylaws.
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(b) Application Procedures for Certification or Re-Certification of NOHP. An Applicant
requesting certification or re-certification as a NOHP must submit an application for NOHP
certification in a form prescribed by the Department. The NOHP application must be submitted
prior to submitting an application for Texas Bootstrap Loan Program Reservation system, and
must be recertified every three (3) years. The application must include documentation evidencing
the requirements of this subsection.

(1) Applicant must have the following legal status at the time of application to apply for
certification as a NOHP:

(A) The Applicant must be organized as a nonprofit organization under the Texas Business Code
or other state not-for-profit/nonprofit statute as evidenced by Charter or Certificate of Formation.

(B) The Applicant must be registered and in good standing with the Office of the Secretary of
State and the State Comptroller's Office to do business in the state of Texas.

(C) No part of the nonprofit organization's net earnings may inure to the benefit of any member,
founder, contributor, or individual, as evidenced by charter or Certificate of Formation.

(D) The Applicant must have the following tax status:

(i) A current letter of determination from the Internal Revenue Service (IRS) under 8501(c)(3), a
charitable, nonprofit corporation, of the Internal Revenue Code of 1986, as evidenced by a
certificate from the IRS that is dated 1986 or later. The exemption ruling must be effective on the
date of the application and must continue to be effective while certified as a NOHP; or

(if) Classification as a subordinate of a central organization non-profit under the Internal
Revenue Code 8§8501(c)(3), as evidenced by a current group exemption letter, that is dated 1986
or later, from the IRS that includes the Applicant. The group exemption letter must specifically
list the Applicant.

(iii) A nonprofit organization's pending application for 8§501(c)(3) status cannot be used to
comply with the tax status requirement under this subparagraph.

(E) The Applicant must have among its purposes the provision of decent housing that is
affordable to low and moderate income people as evidenced by a statement in the organization's
charter, Certificate of Formation, Resolutions or Bylaws.

(2) An Applicant must have the capacity and experience listed in subparagraphs (A) and (B) of
this paragraph.

(A) Conforms to the financial accountability standards of "Standards of Financial Management
Systems™ as evidenced by a:

() notarized statement by the Executive Director or chief financial officer of the organization in
a form prescribed by the Department; or

(i) certification from a Certified Public Accountant.
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(B) Has a demonstrated capacity of at least one (1) year for carrying out mortgage loan
origination and self-housing construction activities, as evidenced by resumes and/or statements
that describe the experience of key staff members who have successfully completed projects
similar to those to be assisted with Texas Bootstrap Loan Program funds; or contract(s) with
consultant firms or individuals who have housing experience similar to projects to be assisted
with Texas Bootstrap Loan Program funds, to train appropriate key staff of the organization. If
applying for re-certification to participate in the Texas Bootstrap Loan Program and the
organization is in good standing, the organization will not be required to submit any additional
information regarding experience.

(3) An Applicant must submit a current roster of all Board of Directors, including names and
mailing addresses.

(4) A local or state government and/or public agency cannot qualify as a NOHP, but may
sponsor the creation of a NOHP.

(5) Religious or Faith-based Organizations may sponsor a NOHP if the NOHP meets all the
requirements of this section. While the governing board of a NOHP sponsored by a religious or a
faith-based organization remains subject to all other requirements in this section, the faith-based
organization may retain control over appointments to the board. If a NOHP is sponsored by a
religious organization, the restrictions described in subparagraphs (A) - (C) of this paragraph also

apply:
(A) Housing developed must be made available exclusively for the residential use of Program

beneficiaries and must be made available to all persons regardless of religious affiliations or
beliefs;

(B) A religious organization that participates in the Texas Bootstrap Loan Program may not use
Texas Bootstrap Loan Program funds to support any inherently religious activities such as
worship, religious instruction, or proselytizing; and

(C) Compliance with subparagraphs (A) and (B) of this paragraph may be evidenced by the
Organizations Bylaws, Charter or Certificate of Formation. If an organization is applying for re-
certification and no updates have been made to their Bylaws and/or Certificate of Formation, the
organization will not be required to submit any additional information regarding their Bylaws
and/or their Certificate of Formation, but must submit a sworn statement attesting to the fact that
no changes have been made to either their Bylaws and/or Certificate of Formation.

(6) A Colonia Self-Help Center as defined under Texas Government Code, Chapter 2306,
Subchapter Z is not required to complete the NOHP Certification process as long as it provides a
letter from the appropriate funding entity demonstrating a good standing performance and/or
certification standing.

(c) Program Design. Organizations must provide written evidence on how the Owner-Builder
will meet the 65 percent sweat equity requirement.
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(d) Applicant must provide details, such as number of houses they are proposing to build, type of
proposed financing structure and construction timeliness in order to show evidence of its ability
to carry out the Texas Bootstrap Loan Program.

(e) Applicant must provide copies of Program guidelines used to qualify Owner-Builders and
homebuyer course curriculum in order to show evidence of its experience in qualifying potential
Owner-Builders; providing education classes, counseling and training.

(F) Applicant must submit any past due audit to the Department in a satisfactory format on or
before the Application deadline.

(9) Applicants must be in compliance in any existing or prior contracts awarded by the
Department.

(h) The Department may certify NOHPs meeting all of the criteria in subsection (b) of this
section operated by a tax-exempt organization listed under §501(c)(3), Internal Revenue Code of
1986 to:

(1) qualify potential Owner-Builders for loans under this chapter;
(2) provide Owner-Builder education classes;
(3) assist Owner-Builders in building or rehabilitating housing; and

(4) originate and/or service loans.
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Attachment B: Preamble and Repealed Rule

The Texas Department of Housing and Community Affairs (the "Department”) adopts the repeal
of 10 TAC Chapter 2, 882.1 - 2.13, concerning the Texas Bootstrap Loan Program Rule without
change to the proposed text as published in the August 10, 2012 issue of the Texas Register (37
TexReg 5859) and will not be republished.

REASONED JUSTIFICATION: This repeal is necessary to allow for the adoption of a new
Bootstrap Loan Program rule.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were
received concerning the repeal.

The Board approved the final order adopting the repeal on October 9, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas
Government Code, §2306.053, which authorizes the Department to adopt rules and Texas
Government Code, Chapter 2306, Subchapter FF, which specifically authorizes the Department
to administer the Texas Bootstrap Loan Program.

§2.1.Purpose.

§2.2.Definitions.

§2.3.Allocation of Funds.

§2.4.Participant Requirements.

§2.5.Program Activities.

§2.6.Prohibited Activities.

§2.7.Distribution of Funds.

§2.8.Criteria for Funding.

82.9.Program Administration.
82.10.0wner-Builder Qualifications.
82.11.Types of Funding Transactions.
82.12.Property Guidelines and Related Issues.
82.13.Nonprofit Owner-Builder Housing Program (NOHP) Certification.
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BOARD ACTION REQUEST
OFFICE OF COLONIA INITIATIVES (OCl)
OCTOBER 9, 2012

Presentation, Discussion, and Possible Adoption of an order repealing 10 TAC Chapter 3, §883.1
— 3.9, concerning the Colonia Self-Help Center Program Rule and an order adopting new 10
TAC Chapter 25, 8825.1 — 25.9, concerning the Colonia Self-Help Center Program Rule and
directing their publication in the Texas Register.

RECOMMENDED ACTION

WHEREAS, at the Board meeting of July 26, 2012, the proposed repeal of the
current Colonia Self-Help Center Program Rule and proposed new Colonia Self-
Help Center Program Rule were approved for publication in the Texas Register
for public comment and the public comment period has ended

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 repeal of 10 TAC Chapter 3, 883.1 — 3.9 concerning the
Colonia Self-Help Center Program Rule and the new 10 TAC Chapter 25, §825.1
— 25.9 concerning the Colonia Self-Help Center Program Rule to be published in
the Texas Register for final adoption, and in connection therewith, make such
non-substantive technical corrections as they may deem necessary to effectuate
the foregoing, including the preparation of subchapter specific preambles.

BACKGROUND

The proposed repeal and new chapter were approved for publication at the Board meeting of July
26, 2012 and were published in the August 10, 2012 issue of the Texas Register to allow for
public comment. The public comment period closed on September 10, 2012.

The attached preamble includes a summary of public comments received and staff responses.

Page 1 of 17




Attachment A: Preamble and Adoption of 10 TAC Chapter 25, 8825.1 — 25.9, concerning
the Colonia Self-Help Center Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts the new
10 TAC Chapter 25, 8825.1 — 25.9 concerning the Colonia Self-Help Center Program Rule.
Section 25.4 is adopted with non-substantive changes to the proposed text as published in the
August 10, 2012 issue of the Texas Register (37 TexReg 5859). Sections 25.1-25.3 and 25.5-25.7
are adopted without change and will not be republished.

REASONED JUSTIFICATION: Recently the Department reorganized and restructured all of its
housing and community affairs programs. Part of the purpose of the reorganization was to
separate single and multi-family housing program delivery and to standardize much of the single
family housing program procedures. These changes were implemented in order to improve the
delivery of housing solutions to Texans. This rule accomplishes those goals by better aligning
the Colonia Self-Help Center Program Rule with the new 10 TAC Chapter 20, Single Family
Umbrella Programs Rule.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the new section(s) were accepted in writing and by fax. Comments were
received from Ann Williams Cass, ED, Chair, Equal VVoice Housing Coalition.

825.3. Eligible and Ineligible Activities.

COMMENT SUMMARY. §25.3(a). Commenter asked if the Department is purposely leaving
out extremely low income families in this section.

STAFF RESPONSE: Texas Government Code, 82306.586 states that “the purpose of a self-help
center is to assist individuals and families of low income and very low income...” Extremely low
income families are eligible. No changes to the rule are recommended.

COMMENT SUMMARY. §25.3(a)(5). Commenter asked whether infrastructure is needed
besides water, wastewater disposal, etc. The rule should include street lights, sidewalks, and
recreational areas so we can have healthy sustainable communities.

STAFF RESPONSE: Activities are limited by Texas Government Code, 82306.586. The
proposed additions of allowable activities are not indicated in statute. Therefore, no changes to
the rule are recommended.

COMMENT SUMMARY. §25.3(a)(12). Commenter stated that providing monthly programs to

educate individuals and families on their rights and responsibilities as property owners is good
and asked which materials will be used and who will provide them.
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STAFF RESPONSE: The Department does not intend to develop and distribute materials for
classes. It is explicitly up to the county, nonprofit organization, or procured vendor to develop
applicable materials. No changes to the rule are recommended.

825.4(b)(2). Colonia Self-Help Centers Establishment.

COMMENT SUMMARY:: Commenter stated that five Colonias in each service area are
proposed to receive concentrated attention and requested that the rule be changed to three to five
to better concentrate funds.

STAFF RESPONSE: The designation of five Colonias is required by Texas Government Code,
82306.583. No changes to the rule are recommended.

825.5(c). Allocation and the Colonia Self-Help Center Application Requirements.
COMMENT SUMMARY:: This section of the rule refers to situations in which violations are
beyond the control of the contract administrator, they may request of the Board that the
individual violation be waived for the purpose of future funding. Commenter stated that this rule
is good because it allows for weather conditions beyond the control of the contract administrator.
(See 820.14(b) time extension).

STAFF RESPONSE: Staff agrees with this comment. No changes to the rule are recommended.

825.6. Colonia Residents Advisory Committee (C-RAC) Duties and Award of Contracts.
COMMENT SUMMARY: Commenter stated that C-RAC process needs to be re-thought and
that staff should consider public hearings in the Colonias.

STAFF RESPONSE: The Colonia Resident Advisory Committee (C-RAC) duties and award of
contracts is required by Texas Government Code, §2306.585 . The members of the C-RAC are
Colonias residents in the targeted Colonias that represent the needs of the Colonias and the
meetings are open to the public. No changes to the rule are recommended.

825.7(h)(1). Colonia Self-Help Center Contract Operation and Implementation.
COMMENT SUMMARY: Commenter requested a time extension beyond the four year contract.
STAFF RESPONSE: The four-year time period is required by Texas Government Code,
82306.587. No changes to the rule are recommended.

§25.8. Administrative Threshold.

COMMENT SUMMARY: Commenter stated that the timeline for thresholds should not start
until the contract is signed.

STAFF RESPONSE: The contract start date is the day the Department’s board approves an
award. On that date, eligible administrative costs may begin to be incurred and reimbursed once
a fully executed contract is in place. The first threshold requires the submission of the
environmental assessment within 6 months of the start date; environmental clearance is required
to begin before any construction activities. No changes to the rule are recommended.
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The Board approved the final order adopting the new sections on October 9, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules.

§25.1.Purpose and Services.

The purpose of this chapter is to establish the requirements governing Colonia Self-Help Centers,
created pursuant to Texas Government Code, Chapter 2306, Subchapter Z and its funding
including the use and administration of all funds provided to the Texas Department of Housing
and Community Affairs (the "Department”) by the legislature of the annual Texas Community
Development Block Grant allocation from the U.S. Department of Housing and Urban
Development. Colonia Self-Help Centers are designed to assist individuals and families of low-
income and very low-income to finance, refinance, construct, improve, or maintain a safe,
suitable home in the colonias' designated service area or in another area the Department has
determined is suitable.

§25.2.Definitions.

The following words and terms, when used in this chapter, shall have the following meanings
unless the context or the Notice of Funding Availability (NOFA) indicates otherwise. Other
definitions may be found in Texas Government Code, Chapter 2306; Chapter 1 of this title
(relating to Administration); and Chapter 20 of this title (relating to Single Family Programs
Umbrella Rule). Common definitions used under the Community Development Block Grant
(CDBG) Program are incorporated herein by reference.

(1) Beneficiary--A person or family benefiting from the activities of a Self-Help Center Contract.

(2) Colonia Residents Advisory Committee (CRAC)--Advises the Department's Governing
Board and evaluates the needs of colonia residents, reviews programs and activities that are
proposed or operated through the Colonia Self-Help Centers to better serve the needs of colonia
residents.

(3) Colonia Self-Help Center Provider--An organization with which the Contract Administrator
has an executed Contract to administer Colonia Self-Help Center activities.

(4) Community Action Agency--A political subdivision, combination of political subdivisions, or
nonprofit organization that qualifies as an eligible entity under 42 U.S.C. 89902.

(5) Contract Budget--An exhibit in the Contract which specifies in detail the Contract funds by
budget category, which is used in the drawdown processes. The budget also includes all other
funds involved that are necessary to complete the Performance Statement specifics of the
Contract.
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(6) Direct Delivery Costs--Soft costs related to and identified with a specific housing unit or
public service other than construction costs. Eligible Direct Delivery Costs include:

(A) preparation of work write-ups, work specifications, and cost estimates;

(B) architectural, engineering, or professional services required to prepare plans, drawings or
specifications directly attributable to a particular housing unit or public service;

(C) home inspections, inspections for lead-based paint, asbestos, termites, and interim
inspections; and

(D) other costs as approved in writing by the Department.

(7) Implementation Manual--A set of guidelines designed to be an implementation tool for the
Administrator and Colonia Self-Help Center Providers that have been awarded Community
Development Block Grant Funds and allows the Administrator to search for terms, regulations,
procedures, forms and attachments.

(8) Income Eligible Families--

(A) Low-income families--families whose annual incomes do not exceed 80 percent of the
median income of the area as determined by HUD and published by the Department, with
adjustments for family size;

(B) Very low-income families--families whose annual incomes do not exceed 60 percent of the
median family income for the area, as determined by HUD and published by the Department,
with adjustments for family size; and

(C) Extremely low-income families--families whose annual incomes do not exceed 30 percent of
the median family income for the area, as determined by HUD and published by the Department,
with adjustments for family size.

(9) New Construction--A housing unit that is built on a previously vacant lot that will be
occupied by a low-to-moderate income colonia resident.

(10) Performance Statement--An exhibit in the Contract which specifies in detail the scope of
work to be performed.

(11) Unit of General Local Government (UGLG)--A city, town, county, or other general purpose
political subdivision of the state; a consortium of such subdivisions recognized by HUD in
accordance with 24 CFR §92.101 and any agency or instrumentality thereof that is established
pursuant to legislation and designated by the chief executive to act on behalf of the jurisdiction.
A county is considered a unit of general local government under the Colonia Self-Help Center
Program.
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825.3.Eligible and Ineligible Activities.

(@) A Colonia Self-Help Center may serve individuals and families of low-income and very low-
income by:

(1) providing assistance in obtaining loans or grants to build, rehabilitate, repair or reconstruct a
home;

(2) teaching construction skills necessary to repair or build a home;
(3) providing model home plans;

(4) operating a program to rent or provide tools for home construction and improvement for the
benefit of property owners in colonias who are building or repairing a residence or installing
necessary residential infrastructure;

(5) helping to obtain, construct, access, or improve the service and utility infrastructure designed
to service residences in a colonia, including potable water, wastewater disposal, drainage, streets,
and utilities;

(6) surveying or platting residential property that an individual purchased without the benefit of a
legal survey, plat, or record;

(7) providing credit and debt counseling related to home purchase and finance;
(8) applying for grants and loans to provide housing and other needed community improvements;

(9) providing other services that the Colonia Self-Help Center, with the approval of the
Department, determines are necessary to assist colonia residents in improving their physical
living conditions, including help in obtaining suitable alternative housing outside of a colonia's
area;

(10) providing assistance in obtaining loans or grants to enable an individual or a family to
acquire fee simple title to property that originally was purchased under a contract for a deed,
contract for sale, or other executory contract;

(11) providing access to computers, the internet and computer training pursuant to the General
Appropriations Act; and

(12) providing monthly programs to educate individuals and families on their rights and
responsibilities as property owners.

(b) Through a Colonia Self-Help Center, a colonia resident may apply for any direct loan or
grant program operated by the Department.

(c) Ineligible activities. Any type of activity not allowed by the Housing and Community
Development Act of 1974 (42 U.S.C. §85301, et seq.) is ineligible for funding.
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(d) A Colonia Self-Help Center may not provide grants, financing, or mortgage loan services to
purchase, build, rehabilitate, or finance construction or improvements to a home in a colonia if
water service and suitable wastewater disposal are not available.

(e) Chapter 20 of this title (relating to Single Family Programs Umbrella Rule) will apply to all
Single Family activities, including Single Family development involving rental or ownership.

825.4.Colonia Self-Help Centers Establishment.

(a) Pursuant to Texas Government Code, §2306.582, the Department has established Colonia
Self-Help Centers in El Paso, Hidalgo, Starr, Webb, Cameron (also serves Willacy), Maverick,
and Val Verde Counties.

(b) The Department shall designate:

(1) appropriate staff in the Department to act as liaison to the Colonia Self-Help Centers to assist
the centers in obtaining funding to enable the centers to carry out the center's programs;

(2) five (5) colonias in each service area to receive concentrated attention from the Colonia Self-
Help Centers in consultation with the CRAC and the appropriate unit of local government; and

(3) a geographic area for the services provided by each Colonia Self-Help Center.

(c) The Department shall make a reasonable effort to secure:

(1) contributions, services, facilities, or operating support from the county commissioner's court
of the county in which a Colonia Self-Help Centers is located which it serves to support the
operation of that Colonia Self-Help Center; and

(2) an adequate level of funding to provide each Colonia Self-Help Center with funds for low
interest mortgage financing, grants for self-help programs, revolving loan fund for septic tanks, a
tool lending program, and other activities the Department determines are necessary.

(d) The EI Paso Colonia Self-Help Center shall establish a technology center to provide internet
access to colonia residents pursuant to the General Appropriations Act.
825.5.Allocation and the Colonia Self-Help Center Application Requirements.

(@) The Department distributes Colonia Self-Help Center funds to Unit of General Local
Governments (UGLGs) from the 2.5 percent set-aside of the annual Community Development
Block Grant (CDBG) allocation to the state of Texas.
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(b) The Department shall allocate no more than $1 million per Colonia Self-Help Center award
except as provided by this chapter. If there are insufficient funds available from any specific
program year to fully fund an Application, the awarded Contract Administrator may accept the
amount available at that time and wait for the remaining funds to be committed upon the
Department's receipt of the CDBG set-aside allocation from the next program year.

(c) With a baseline award beginning at $500,000, the Department will add an additional
$100,000 for each expenditure threshold, as defined in §25.8 of this chapter (relating to
Administrative Thresholds), met on the current Colonia Self-Help Center Contract, and an
additional $100,000 for an accepted Application submitted by the deadline. If a Contract
Administrator can demonstrate that any violation of an Expenditure Threshold was beyond the
control of the Contract Administrator, it may request of the Board that an individual violation be
waived for the purpose of future funding. The Board, in its discretion and within the limits of
federal and state law, may waive any one or more of the expenditure threshold requirements if
the Board finds the waiver is appropriate to fulfill the purposes or policies of the Texas
Government Code, or for other good cause as determined by the Board.

(d) The Contract Administrator shall submit its Application no later than three (3) months before
the expiration of its current Contract, or when 90 percent of the funds under the current Contract
have been expended, whichever comes first. If this requirement is not met, the Department will
apply the options outlined in subsection (c) of this section which will result in lost and delayed
funding.

(e) Application reviews are conducted on a first-come first-served basis until all Self-Help
Center funds for the current program year and deobligated Self-Help Center funds are
committed. Each complete Application will be assigned a "received date" based on the date and
time it is received by the Department.

(F) In order to be accepted, each Application must include:
(1) evidence of the submission of the Contract Administrator's current annual single audit;

(2) a Colonia Identification form for each colonia to be served, including all required back-up
documentation as identified on the form, executed by the county judge;

(3) a boundary map for each of the five colonias;

(4) a description of the method of implementation. For each colonia to be served by the Colonia
Self-Help Center, the Contract Administrator shall describe the services and activities to be
delivered. The Application must identify:

(A) the percentage (15 percent minimum) and scope of work that will be performed using self-
help methodologies;
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(B) the estimated percentage or services that will be contracted to the Colonia Self-Help Center
Provider; and

(C) the activities that the Contract Administrator will be administering;

(5) the proposed performance statement. The Contract Administrator must include the number of
colonia residents to be assisted from each activity, the activities to be performed (including all
sub-activities under each budget line item), and corresponding budget;

(6) the proposed Contract Budget must address:
(A) the Administration line item may not exceed 15 percent of the total budget;
(B) the Public Service line item may not exceed 7.5 percent of the total budget;

(C) the Application must identify at least 15 percent of the budget that will be allocated for direct
Self-Help activities;

(D) the amount of leveraged funding, if applicable; and

(E) Direct Delivery Costs for all contractual activities, exclusive of Rehabilitation, cannot exceed
10 percent of each budget line item. Direct Delivery Costs for Rehabilitating are limited to 15
percent of each budget line item;

(7) proposed housing guidelines (includes small repair, Rehabilitation, Reconstruction, New
Construction and all other housing activities);

(8) evidence of model subdivision rules adopted by the Contract Administrator;
(9) written policies and procedures, as applicable, for:

(A) solid waste removal,

(B) construction skill classes;

(C) homeownership classes;

(D) technology access;

(E) homeownership assistance; and/or

(F) tool lending library. All Colonia Self-Help Centers are required to operate a tool lending
library;

(10) authorized signatory form and direct deposit authorization;

(11) UGLG resolution authorizing the submission of the Application and appointing the primary
signator for all Contract documents;

(12) acquisition report (even if there is no acquisition activity);
(13) certification of exemption for HUD funded projects; and

(14) initial disclosure report.
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(9) Upon receipt of the Application, the Department will perform an initial review to determine
whether the Application is complete and that each activity meets a national objective as required
by 8104(b)(3) of the Housing and Community Development Act of 1974 (42 U.S.C.
85304(b)(3)).

(h) The Department may reduce the funding amount requested in the Application in accordance
to subsection (c) of this section. Should this occur, the Department shall notify the appropriate
Contract Administrator before the Application is submitted to C-RAC for review, comments and
approval. The Department and the Contract Administrator will work together to jointly agree on
the performance measures and proposed funding amounts for each activity.

(i) The Department shall execute a four (4) year Contract with Contract Administrator. No
Contract extensions will be allowed. If the Contract Administrator requirements are completed
prior to the end of the four (4) year contract period, the Contract Administrator may submit a
new Application.

(1) The Department may decline to fund any Application if the activities do not, in the
Department's sole determination, represent a prudent use of Colonia Self-Help Center funds. The
Department is not obligated to proceed with any action pertaining to any Application which is
received, and may decide it is in the Department's best interest to refrain from pursuing any
selection process.

825.6.Colonia Residents Advisory Committee Duties and Award of Contracts.

(a) The Board shall appoint not fewer than five (5) persons who are residents of colonias to serve
on the CRAC. The members of the CRAC shall be selected from lists of candidates submitted to
the Department by local nonprofit organizations and the commissioner's court of a county in
which a Colonia Self-Help Center is located.

(b) The CRAC members' terms will expire every four (4) years. CRAC members may be
reappointed by the Board; however, the Board shall review and approve all members at least
every four (4) years.

(c) The Board shall appoint one committee member to represent each of the counties in which a
Colonia Self-Help Center is located. Each committee member:

(1) must be a resident of a colonia in the county the member represents; and

(2) may not be a board member, contractor, or employee of or have any ownership interest in an
entity that is awarded a Contract under this chapter and cannot be in default on any Department
obligation.

Page 10 of 17



(3) The Department will conduct a compliance check on all members.

(d) The Department may also select to have an alternate member from the list for each county in
the event that the primary member is unable to attend meetings.

(e) The Colonia Resident Advisory Committee shall advise the Board regarding:
(1) the housing needs of colonia residents;

(2) appropriate and effective programs that are proposed or are operated through the Colonia
Self-Help Centers; and

(3) activities that might be undertaken through the Colonia Self-Help Centers to serve the needs
of colonia residents.

(f) The CRAC shall advise the colonia initiatives coordinator as provided by Texas Government
Code, 8775.005.

(9) Award of Contracts.

(1) Upon reaching an agreement with the Contract Administrator, the Department will set the
date for the CRAC meeting. The CRAC shall meet before the 30th calendar day proceeding the
date on which a contract is scheduled to be awarded by the Board for the operation of a Colonia
Self-Help Center and may meet at other times.

(2) The Contract Administrator shall be present at the CRAC if its Application is being
considered to answer questions that CRAC may have.

(3) After the CRAC makes a recommendation on an Application, the recommendation will
undergo the Department's award process.

(h) Reimbursement of CRAC members for their reasonable travel expenses in the manner
provided by §25.8(1) of this chapter (relating to Administrative Thresholds) is allowable and
shall be paid by the Contract Administrator.

825.7.Colonia Self-Help Center Contract Operation and Implementation.

(@) The Department shall contract with a UGLG for the operation of a Colonia Self-Help Center.
The UGLG shall subcontract with a local nonprofit organization, local community action agency,
or local housing authority that has demonstrated the ability to carry out all or part of the
functions of a Colonia Self-Help Center. The contracted Colonia Self-Help Center provider
selected by the UGLG shall have the capacity to administer and manage financial resources and
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provided documentation and auditable programmatic compliance, as evidenced by previous
experience as described in paragraphs (1) - (7) of this subsection:

(1) implementation of a CDBG contract;

(2) affordable housing, including new construction; and housing rehabilitation, reconstruction,
small repair; and experience in homebuyer and down payment assistance programs;

(3) grantsmanship, project planning and development in housing and infrastructure, and project
management;

(4) home ownership counseling, home loan processing and coordinating with private financial
institutions;

(5) property development, including experience in processes related to surveying, platting, and
recording of property records;

(6) self-help programs related to housing or infrastructure, including operation of a tool library;
and

(7) managing state/federally funded projects or projects funded under private foundations and not
have major outstanding monitoring or audit issues.

(b) Upon award of Colonia Self-Help Center funds by the Board, the Department shall deliver a
Contract based on the scope of work to be performed within thirty (30) days of the award date,
unless extenuating circumstances do not allow for delivery. Any activity funded under the
Colonia Self-Help Center Program will be governed by a written Contract that identifies the
terms and conditions related to the awarded funds. The Contract will not be effective until
executed by all parties to the Contract.

(c) Contractors are required to complete their environmental reviews in accordance with 24 CFR
Part 58 and receive the Authority to Use Grant Funds from the Department before:

(1) any commitment of Community Development Block Grant (CDBG) funds (i.e., execution of
a legally binding agreement and expenditure of CDBG funds) for activities other than those that
are specifically exempt from environmental review.

(2) any commitment of non-CDBG funds associated with the scope of work in the Contract that
would have an adverse environmental impact (i.e., demolition, excavating, etc.) or limit the
choice of alternatives (i.e., acquisition of real property, rehabilitation of buildings or structures,
etc.).

(d) Request for Payments. The Contract Administrator shall submit a properly completed request
for reimbursement, as specified by the Department, at a minimum on a quarterly basis; however
the Department reserves the right to request more frequent reimbursement requests as it deems
appropriate. The Department shall determine the reasonableness of each amount requested and
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shall not make disbursement of any such payment request until the Department has reviewed and
approved such request. Payments under the Contract are contingent upon the Contract
Administrator's full and satisfactory performance of its obligations under the Contract.

(1) $2,500 is the minimum amount for a draw to be processed, unless it is the final draw request.

(2) Draw requests will be reviewed to comply with all applicable laws, rules and regulations. The
Contract Administrator is responsible for maintaining a complete record of all costs incurred in
carrying out the activities of the Contract.

(3) Draw requests for all housing activities will only be reimbursed upon satisfactory completion
of types of activities (i.e., all plumbing completed, entire roof is completed, etc.), consistent with
the construction contract.

(4) The Contract Administrator will be the principal contact responsible for reporting to the
Department and submitting draw requests.

(e) Reporting. The Contract Administrator shall submit to the Department reports on the
operation and performance of the Contract on forms as prescribed by the Department. Quarterly
Reports shall be due no later than the tenth (10th) calendar day of the month after the end of each
calendar quarter. The Contract Administrator shall maintain and submit to the Department up-to-
date accomplishments in quarterly reports identifying quantity and cumulative data including the
expended funds, activities completed and total number of Beneficiaries.

(F) The Department will only reimburse for two inspection reports for housing rehabilitation and
reconstruction, and one inspection report for new construction and small home repair.

(g) Cosmetic issues such as paint, wall texture, etc. identified as deficiencies on final inspection
reports will not be required to be corrected if self-help construction is utilized.

(h) Amendments. The Department's executive director or its designee, may authorize, execute,
and deliver amendments to any Contract.

(1) Contract Time Extensions beyond the four (4) year contract period will not be allowed for
Self-Help Center contracts.

(2) Changes in beneficiaries. Reductions in contractual deliverables and beneficiaries shall
require a contract amendment. Increases in contractual deliverables and beneficiaries that do not
shift funds, or cumulatively shift less than 10 percent of total contract funds, shall be completed
through a contract modification rather than a contract amendment.

(3) The Department, at its discretion and in coordination with a Contract Administrator, may
increase a contract budget amount and the number of activities and beneficiaries based on the
availability of Self-Help Center funds, the exemplary performance in the implementation of a
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Contract Administrator's current contract, and the time available in the four (4) year contract
period. Upon Board approval, the cap on the maximum contract amount may be exceeded if the
terms of this paragraph are met by a Contract Administrator.

(i) Every new construction and reconstruction, and any rehabilitation construction costs
exceeding $30,000 in hard costs shall have a lien placed on the property secured by a deferred
forgivable loan not shorter than five (5) years.

(1) The Contract Administrator's initial and any revised housing Activity guidelines shall be
approved by commissioners' court and the Department prior to implementation.

(k) Access to all public service activities identified in the contract shall be provided at least two
(2) Saturdays a month during hours preferable to colonia residents. In addition, access shall be
provided at least one day during the workweek after hours for a period long enough to allow
colonia residents to utilize the services.

() The purchase of new tools, new computers and computer equipment shall only occur within
the first thirty-six (36) months of the contract period. Any purchases of these items after thirty-
six (36) months shall be approved by the Department prior to purchase.

§25.8.Administrative Thresholds.

Administrative draw request. Administrative draw requests are funded out of the portion of the
Contract budget specified for administrative cost (Administration Line Item of the Contract
Budget). These costs are not directly associated with an Activity. The administration line item
will be disbursed as described in paragraphs (1) - (8) of this section:

(1) Threshold 1. The initial administrative draw request allows up to 10 percent of the
administration line item to be drawn down prior to the start of any project activity included in the
Performance Statement of the Contract (provided that all pre-draw requirements, as described in
the Contract, for administration have been met). Subsequent administrative funds will be
reimbursed in proportion to the percentage of the work that has been completed as identified in
paragraphs (2) - (8) of this section.

(2) Threshold 2. Allows up to an additional 15 percent (25 percent of the total) of the
administration line item to be drawn down after a start of project activity has been demonstrated.
For the purposes of this threshold, if Davis-Bacon labor standards are required for a given
program activity, "start of project activity” is evidenced by the submission of a start of
construction form. If labor standards are not required on a given project activity that has
commenced (and for which reimbursement is being sought), the submission of a drawdown
request that includes sufficient back-up documentation for expenses of non-administrative
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project activities evidences a start of project activity. Direct delivery/soft costs charges will not
constitute a start of project activity.

(3) Threshold 3. Allows up to an additional 25 percent (50 percent of the total) of the
administration line item to be drawn down after compliance with the eighteen (18) month
threshold requirement has been demonstrated as described in §25.9 of this chapter (relating to
Expenditure Thresholds and Closeout Requirements).

(4) Threshold 4. Allows up to an additional 25 percent (75 percent of the total) of the
administration line item to be drawn down after compliance with the thirty (30) month threshold
requirement has been demonstrated as described in this chapter.

(5) Threshold 5. Allows up to an additional 15 percent (90 percent of the total) of the
administration line item to be drawn down after compliance with the forty-two (42) month
threshold requirement has been demonstrated as described in this chapter.

(6) Threshold 6. Allows an additional 5 percent (95 percent of the total) of the administration
line item to be drawn down upon receipt of all required close-out documentation.

(7) Threshold 7. Allows the final 5 percent (100 percent of the total), less any administrative
funds reserved for audit costs as noted on the Project Completion Report of the administration
line item to be drawn down following receipt of the programmatic close-out letter issued by
Department.

(8) Threshold 8. Any funds reserved for audit costs will be released upon completion and
submission of an acceptable audit. Only the portion of audit expenses reasonably attributable to
the Contract are eligible.

825.9.Expenditure Thresholds and Closeout Requirements.

(@) Contract Administrators must meet the expenditure threshold requirements described in
paragraphs (1) - (4) of this subsection:

(1) Six-Month Threshold. An Environmental Assessment that meets the requirements outlined in
the environmental clearance requirements of the Contract must be submitted to the Department
within six (6) months from the start date of the Contract;

(2) Eighteen-Month Threshold. To meet this requirement the Contract Administrator must have
expended and submitted for reimbursement to the Department at least 30 percent of the total
Colonia Self-Help Center funds awarded within eighteen (18) months from the start date of the
Contract;

(3) Thirty-Month Threshold. To meet this requirement the Contract Administrator must have
expended and submitted for reimbursement to the Department at least 60 percent of the total
Colonia Self-Help Center funds awarded within thirty (30) months from the start date of the
Contract; and
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(4) Forty-two-Month Threshold. To meet this requirement the Contract Administrator must have
expended and submitted for reimbursement to the Department at least 90 percent of the total
Colonia Self-Help Center funds awarded within forty-two (42) months from the start date of the
Contract.

(b) For purposes of meeting a threshold, "expended and submitted” means that a draw request
was received by the Department, is complete, and all costs needed to meet a threshold are
adequately supported. The Department will not be liable for a threshold violation if a draw
request is not received by the threshold date.

(c) The final draw request and complete closeout documents must be submitted no later than
sixty (60) days after the Contract end date. If closeout documents are late, the remaining
Contract balance may be subject to deobligation as the Department's liability for such costs will
have expired. If a Contract Administrator has reserved funds in the project completion report for
a final draw request, the Contract Administrator has ninety (90) days after the Contract end date
to submit the final draw request, with the exception of audit costs which may be reimbursed
upon submission of the final single audit.
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Attachment B: Preamble and Repealed Rule

The Texas Department of Housing and Community Affairs (the "Department”) adopts the repeal
of 10 TAC 3, 883.1 - 3.8, concerning the Colonia Self-Help Center Program Rule without
changes to the proposed text as published in the August 10, 2012 issue of the Texas Register (37
TexReg 5859) and will not be republished.

REASONED JUSTIFICATION: This repeal is necessary to allow for the adoption of a new 10
TAC Chapter 25, Colonia Self-Help Center Program Rule.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were
received concerning the repeal.

The Board approved the final order adopting the repeal on October 9, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas
Government Code, 82306.053, which authorizes the Department to adopt rules.

83.1.Purpose and Services.

§3.2.Definitions.

83.3.Colonia Self-Help Centers Establishment.

83.4.Allocation and the Colonia Self Help Center Proposal Requirements.
83.5.Colonia Residents Advisory Committee Duties and Awarding Contracts.
83.6.Colonia Self-Help Center Contract Operation and Implementation.
§3.7.Administrative Thresholds.

83.8.Expenditure Thresholds and Closeout Requirements.
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BOARD ACTION REQUEST
HOUSING TRUST FUND
OCTOBER 9, 2012

Presentation, Discussion, and Possible Adoption of an order repealing of 10 TAC Chapter 51,
8851.1 — 51.11, concerning the Texas Housing Trust Fund Rule, and an order adopting new 10
TAC Chapter 26, §8826.1 — 26.7 concerning the Texas Housing Trust Fund Rule and directing
their publication in the Texas Register.

RECOMMENDED ACTION

WHEREAS, at the Board meeting of July 26, 2012, the proposed repeal of the
current Texas Housing Trust Fund Rule and proposed new Texas Housing Trust
Fund Rule were approved for publication in the Texas Register for public
comment and the public comment period has ended

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 repeal of 10 TAC Chapter 51, 8§8851.1 - 51.11
concerning the Housing Trust Fund Rule and new 10 TAC Chapter 26, §826.1 —
26.7 concerning the Texas Housing Trust Fund Rule to be published in the Texas
Register for final adoption, and in connection therewith, make such non-
substantive technical corrections as they may deem necessary to effectuate the
foregoing, including the preparation of subchapter specific preambles.

BACKGROUND

The proposed repeal and new chapter were approved for publication at the Board meeting of July
26, 2012 and were published in the August 10, 2012 issue of the Texas Register to allow for
public comment. The public comment period closed on September 10, 2012.

The attached preamble includes a summary of public comments received and staff responses.
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Attachment A: Preamble and New 10 TAC Chapter 26, 8826.1 — 26.7, concerning the Texas
Housing Trust Fund Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts new 10
TAC Chapter 26, §826.1 — 26.7 concerning the Texas Housing Trust Fund Rule. Sections 26.3
and 26.5 are adopted with non-substantive corrections to the proposed text as published in the
August 10, 2012 issue of the Texas Register (37 TexReg 5859). Sections 26.1, 26.2, 26.4, 26.6
and 26.7 are adopted without change and will not be republished.

REASONED JUSTIFICATION: Recently the Department reorganized and restructured all of its
housing and community affairs programs. Part of the purpose of the reorganization was to
separate single and multi-family housing program delivery and to standardize much of the single
family housing program procedures. These changes were implemented for the purpose of
improving the delivery of housing solutions to Texans. The Department finds that the new
sections align the Housing Trust Fund Program with the new 10 TAC Chapter 20, Single Family
Umbrella Programs Rule.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the new sections were accepted in writing and by fax. Comments were
received from Charles Cloutman, Meals on Wheels and More.

Chapter 26 - General - No specific part of the proposed rule was referenced in comment.
COMMENT SUMMARY: Commenter suggested that the project limit should be raised to
$30,000 with a minimum of 51% used for accessibility issues and the remaining 49% used for
structural or life safety issues at the home.

STAFF RESPONSE: Depending on funding availability, the recommendations concerning
eligible activities will be taken into account in the next Amy Young Barrier Removal Program
NOFA. No changes are required to be made to the rule to effectuate this change in the future.

§26.3.Allocation of Funds.

COMMENT SUMMARY: Commenter requested the inclusion of a statutory mandate for
funding of the Amy Young Barrier Removal Program, similar to the Department’s Bootstrap
Program, because a mandate would allow program administrators to build necessary staff by
having the knowledge that funding will be available across the state to serve the low-income
persons with disabilities.

STAFF RESPONSE: Only the Texas Legislature has the authority to enact statutes. The
Department’s authority is limited to implementing those statutes through rulemaking. No
changes are recommended based on this comment.

The Board approved the final order adopting the new sections as well as non-substantive
technical corrections, on October 9, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules and pursuant to
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Texas Government Code, 8§2306.141, which specifically authorizes the Department to
promulgate rules to implement its housing programs.

§26.1.Purpose.

This chapter clarifies the administration of the Texas Single Family Housing Trust Fund
Program (HTF). The HTF provides loans, grants or other comparable forms of assistance to
income-eligible individuals, families and households. The HTF is administered in accordance
with Texas Government Code, Chapter 2306 and Chapter 20 of this title (relating to Single
Family Programs Umbrella Rule).

§26.2.Definitions.

Definitions may be found in Texas Government Code, Chapter 2306; Chapter 1 of this title
(relating to Administration); and Chapter 20 of this title (relating to Single Family Programs
Umbrella Rule), unless the context or the Notice of Funding Availability (NOFA) indicates
otherwise.

§26.3.Allocation of Funds.

(a) The Department administers all HTF funds provided to the Department in accordance with
Texas Government Code, Chapter 2306 ef-the—TFexas-Gevernment-Cede. The Department may
solicit gifts and grants to endow the fund.

(b) Pursuant to Texas Government Code, 82306.202(b), use of the HTF is limited to providing:
(1) assistance for individuals and families of low and very low income;

(2) technical assistance and capacity building to nonprofit organizations engaged in developing
housing for individuals and families of low and very low income;

(3) security for repayment of revenue bonds issued to finance housing for individuals and
families of low and very low income; and

(4) subject to the limitations in Texas Government Code, §2306.251, the Department may also
use the fund to acquire property to endow the fund.

(c) Regional Allocation. Funds shall be allocated to achieve broad geographic dispersion by
awarding funds in accordance with Texas Government Code, §2306.111(d) and (g).

(d) Set-Asides. In accordance with Texas Government Code, §2306.202(a) and program
guidelines:

(1) in each biennium, the first $2.6 million available through the HTF for loans, grants, or other
comparable forms of assistance shall be set aside and made available exclusively for Local Units
of Government, Public Housing Authorities, and Nonprofit Organizations;

(2) any additional funds may also be made available to for-profit organizations provided that at
least 45 percent of available funds, as determined on September 1 of each state fiscal year, in
excess of the first $2.6 million shall be made available to Nonprofit Organizations; and

(3) the remaining portion shall be distributed to Nonprofit Organizations, for-profit
organizations, and other eligible entities, pursuant to Texas Government Code, §2306.202.
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§26.4.Use of Funds.

(a) Use of additional or Deobligated Funds. In the event the Department receives additional
funds, such as loan repayments, donations and interest earnings, the Department will redistribute
the funds in accordance with the HTF plan in effect at the time the additional funds become
available.

(b) Reprogramming of Funds. If funding for a program is undersubscribed or funds not utilized,
within a timeframe as determined by the Department, remaining funds may be reprogrammed at
the discretion of the Department consistent with the HTF plan in effect at the time.

§26.5.Prohibited Activities.

(a) The activities described in paragraphs (1) - (7) of this subsection are prohibited in relation to
the origination of a HTF loan, but may be charged as an allowable cost by a third (3rd) party
lender for the origination of all other loans originated in connection with an HTF loan:

(1) payment of delinquent property taxes or related fees or charges on properties to be assisted
with HTF funds;

(2) loan origination fees;

(3) application fees;

(4) discount fees;

(5) underwriter fees;

(6) loan processing fees; and

(7) other fees not approved by the Department in writing prior to expenditure.

(b) Persons receiving or benefiting from HTF funds, as determined by the Department, may not
be currently in delinquency or in default with child support and/or government loans.

826.6.Administrator Eligibility and Requirements.
(a) Administrator must enter into an agreement with the Department in order to be eligible as
more fully described in the NOFA.

(b) Determination of annual income. The method used to determine annual income will be
provided in the NOFA or program manual.

§26.7.Waiver.

The Board, in its discretion and within the limits of the law, may waive any one or more of the
requirements of this chapter if the Board finds that waiver is appropriate to fulfill the purposes or
policies, Texas Government Code, Chapter 2306, or for good cause, as determined by the Board.
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Attachment B: Preamble and Repealed Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts the repeal
of 10 TAC 51, 8851.1 - 51.11 concerning the Housing Trust Fund Rule without changes to the
proposed text as published in the August 10, 2012 issue of the Texas Register (37 TexReg 5859)
and will not be republished.

REASONED JUSTIFICATION: This repeal will allow the Department to adopt a new Housing
Trust Fund Rule that is consistent with 10 TAC Chapter 20, Single Family Programs Umbrella
Rule.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were
received concerning this repeal.

The Board approved the final order adopting the repeal on October 9, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules. Additionally, the
repeal is proposed pursuant to Texas Government Code, 8§2306.141, which specifically
authorizes the Department to promulgate rules to administer its housing programs.

§51.1.Purpose.

§51.2.Definitions.

851.3.Allocation of Funds.

8§51.4.Use of Funds.

851.5.Prohibited Activities.

851.6.Administrator Eligibility and Requirements.
851.7.General Application Procedures and Requirements.
851.8.Criteria for Reservation System Funding.
851.9.Loan, Lien and Mortgage Requirements.
851.10.Property Guidelines and Related Issues.
§51.11.Waiver.
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BOARD ACTION REQUEST
TEXAS NEIGHBORHOOD STABILIZATION PROGRAM
OCTOBER 9, 2012

Presentation, Discussion, and Possible Adoption of an order amending 10 TAC Chapter 9, §9.1
and 89.2; and order adopting a new §9.8, concerning the Texas Neighborhood Stabilization
Program Rule; and an order adopting new 10 TAC Chapter 29, §829.1 - 29.8, concerning the
Texas Single Family Neighborhood Stabilization Program Rule, for publication in the Texas
Register.

RECOMMENDED ACTION

WHEREAS, the current NSP rule, at 10 TAC Chapter 9, is being amended to
apply only to multifamily NSP projects, and a new NSP rule at 10 TAC Chapter
9, is proposed for adoption covering only single family NSP projects,

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 amended sections and new §9.8 of 10 TAC Chapter 9
and the new 10 TAC Chapter 29, 8829.1 - 29.8, concerning the Texas
Neighborhood Stabilization Program Rule, in the forms presented to this meeting,
to be published in the Texas Register for final adoption, and in connection
therewith, make such non-substantive technical corrections as they may deem
necessary to effectuate the foregoing, including the preparation of subchapter
specific preambles.

BACKGROUND

The proposed amendments and new section to Chapter 9 and new Chapter 29 were approved for
publication on July 26, 2012, by the Board and were published in the August 10, 2012, issue of
the Texas Register to allow for public comment. The public comment period closed on
September 10, 2012.

No comments were received.
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Attachment A: Preamble and Amended Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts
amendments to 10 TAC Chapter 9, 89.1 and 89.2; and new 8§9.8, concerning the Texas
Neighborhood Stabilization Program (NSP) Rule, without changes to the proposed text as
published in the August 10, 2012, issue of the Texas Register (37 TexReg 5859) and will not be
republished.

REASONED JUSTIFICATION: The amendments and new section separate requirements for
multi-family NSP projects from the requirements for single family NSP projects, which will be
located in new 10 TAC Chapter 29, concerning the Texas Single Family Neighborhood
Stabilization Program Rule. The adoption of new 10 TAC, Chapter 29 is published concurrently
with this rule in this issue of the Texas Register. Recently the Department reorganized and
restructured all of its housing and community affairs programs. Part of the purpose of the
reorganization was to separate single and multi-family program delivery and to standardize much
of the single family housing program procedures. These changes were implemented for the
purpose if improving the delivery of housing solutions to Texans. This rule will help accomplish
those goals by better aligning this new Neighborhood Stabilization Program Rule with the new
Single Family Umbrella Programs Rule (10 TAC 20)

The Department accepted public comments between August 10, 2012, and September 10, 2012.
Comments regarding the new section(s) were accepted in writing and by fax. No comments were
received concerning the amendments or new section.

The Board approved the final order adopting the amendments and new section on October 9,
2012,

STATUTORY AUTHORITY: The amendments and new section are adopted pursuant to the
authority of Texas Government Code, 82306.053 which authorizes the Department to adopt
rules. The amendments and new section implement Texas Government Code, Chapter 2306,

§9.1.Purpose.

This chapter clarifies the administration of the Texas Neighborhood Stabilization Program
(Texas NSP). Texas NSP funds are administered by the Texas Department of Housing and
Community Affairs (the "Department™). The Texas NSP awards funding to Subgrantees to
acquire foreclosed, abandoned, or vacant property in order to redevelop that property to prevent
it from otherwise becoming a source of blight and a contributor to declining property values.

§9.2.Definitions.

Page 2 of 8



The following words and terms, when used in this chapter, shall have the following meanings
unless the context or the Notice of Funding Availability (NOFA) clearly indicates otherwise.
Lack of capitalization of a term or word in this chapter does not indicate that the term is
undefined. Other definitions may be found in Texas Government Code Chapter 2306 and
Chapter 1 of this title (relating to Administration).

(1) Developer--A nonprofit entity that receives NSP assistance for the purpose of:

(A) acquiring homes and residential properties to rehabilitate for use for residential purposes;
and

(B) constructing new housing in connection with the redevelopment of demolished or vacant
properties.

(2) Expended--For the purposes of contract milestones and thresholds, "Expended™ means that a
complete drawdown request is submitted with back-up documentation adequate to process a
draw; it is not necessary for staff to have processed a draw to meet a benchmark. For all other
purposes, "Expended™” means that an eligible cost was incurred and staff has processed a draw to
reimburse the expense with Texas NSP funds.

(3) Land Bank--A governmental or nongovernmental nonprofit organization established, at least
in part, to assemble, temporarily manage and dispose of vacant land for the purposes of
stabilizing neighborhoods and encouraging re-use or redevelopment of urban property.

(4) NOFA--Notice of Funding Availability.

(5) Obligated--When NSP funding has been encumbered through contracts for goods, services or
acquisition of property or other forms of similar transactions requiring payment that have been
determined by the Department to meet NSP requirements.

(6) Subgrantee--A Subrecipient or a Developer.

(7) Subrecipient--Units of General Local Government and nonprofit organizations with whom
the Department contracts and provides funding in order to undertake activities eligible for such
assistance.

(8) Texas NSP--Texas Neighborhood Stabilization Program.

§9.8.Applicability

(@) This chapter only applies to the Department's multifamily activities, as defined by the
Governing Board of the Department or Executive Director.

(b) Chapter 20 of this title (relating to Single Family Programs Umbrella Rule) will apply to all
Single Family activities, including Single Family development involving rental or ownership.
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Attachment B: Preamble and new 10 TAC Chapter 29, 8829.1 - 29.5, concerning the Texas
Single Family Neighborhood Stabilization Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts new 10
TAC Chapter 29, §829.1 - 29.5, concerning the Texas Single Family Neighborhood Stabilization
Program Rule, without changes to the proposed text as published in the August 10, 2012, issue of
the Texas Register (37 TexReg 5859) and will not be republished.

REASONED JUSTIFICATION: The purpose of the new chapter is to set forth policies and
procedures governing the administration of the Department's Texas Single Family Neighborhood
Stabilization Program. Recently the Department reorganized and restructured all of its housing
and community affairs programs. Part of the purpose of the reorganization was to separate single
and multi-family program delivery and to standardize much of the single family housing
program procedures. These changes were implemented for the purpose if improving the delivery
of housing solutions to Texans. This rule will help accomplish those goals by better aligning this
new Neighborhood Stabilization Program Rule with the new Single Family Umbrella Programs
Rule (10 TAC 20)

The Department accepted public comments between August 10, 2012, and September 10, 2012.
Comments regarding the new sections were accepted in writing and by fax. No comments were
received concerning the new sections.

The Board approved the final order adopting the new sections on October 9, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules.

§29.1.Purpose.

This chapter clarifies the administration of the Texas Single Family Neighborhood Stabilization
Program (Texas SFNSP). Texas SFNSP funds are administered by the Department. The Texas
SFNSP awards funding to Subgrantees to acquire foreclosed, abandoned, or vacant property in
order to redevelop that property to prevent it from otherwise becoming a source of blight and a
contributor to declining property values.

§29.2.Definitions.

The following words and terms, when used in this chapter, shall have the following meanings
unless the context or the Notice of Funding Availability (NOFA) indicates otherwise. Lack of
capitalization of a term or word in this chapter does not indicate that the term is undefined. Other
definitions may be found in Texas Government Code, Chapter 2306; Chapter 1 of this title
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(relating to Administration); and Chapter 20 of this title (relating to Single Family Programs
Umbrella Rule).

(1) Developer--A nonprofit entity that receives Texas SFNSP assistance for the purpose of:

(A) acquiring homes and residential properties to rehabilitate for use for residential purposes;
and

(B) constructing new housing in connection with the redevelopment of demolished or vacant
properties.

(2) Expended--For the purposes of contract milestones and thresholds, "Expended™ means that a
complete drawdown request is submitted with back-up documentation adequate to process a
draw; it is not necessary for staff to have processed a draw to meet a benchmark. For all other
purposes, "Expended™” means that an eligible cost was incurred and staff has processed a draw to
reimburse the expense with Texas SFNSP funds.

(3) Land Bank--A governmental or nongovernmental nonprofit organization established, at least
in part, to assemble, temporarily manage and dispose of vacant land for the purposes of
stabilizing neighborhoods and encouraging re-use or redevelopment of urban property.

(4) Obligated--When Texas SFNSP funding has been encumbered through contracts for goods,
services or acquisition of property or other forms of similar transactions requiring payment that
have been determined by the Department to meet Texas SFNSP requirements.

(5) Subgrantee--A Subrecipient or a Developer.

(6) Subrecipient--Units of General Local Government and nonprofit organizations with whom
the Department contracts and provides funding in order to undertake activities eligible for such
assistance.

(7) Texas SFNSP--Texas Single Family Neighborhood Stabilization Program.

§29.3.General Provisions.

(@) All assisted properties must be located in eligible areas as defined by HUD and by the
applicable NOFA.

(b) The Contract term is based upon varying types of activities included in the Contract between
the Department and the Department's Subgrantee. Exhibit C, Project Implementation Schedule,
of the contract, provides an outline of specific timelines, milestones and thresholds. Performance
under the contract will be evaluated according to the benchmarks described in each Contract.
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(c) Administrative Threshold. Administrative draw requests are funded from the administration
or developer fee line item in Exhibit B, Budget, of the Contract. Reimbursement of eligible
administrative expenses is regulated as described in paragraphs (1) - (5) of this subsection:

(1) Threshold 1. Cumulative administrative draw requests may allow up to 10 percent of the
administration or developer fee line item to be drawn down prior to the start of any project
activity included in the performance statement of the contract (provided that all pre-draw
requirements, as described in the Contract, for administration have been met). This draw may be
limited by NOFA, underwriting report, or by Contract. Subsequent administrative expenditures
will be reimbursed in the percentage amounts indicated, provided that all Contract benchmark
requirements have been met, as identified in subsection (b) of this section;

(2) Threshold 2. Subsequent administrative draw requests are allowed in proportion to the direct
project funds drawn on the contract; up to 90 percent of the total administration or developer fee
line item. The cumulative total percentage of administrative funds requested may not exceed the
cumulative total percentage of project funds expended for hard and/or soft costs directly
attributable to activities under the Contract;

(3) Threshold 3. The final 10 percent of the administration or developer fee line item is the
administrative retainage. Half of the retainage or, in other words, an additional 5 percent (95
percent of the total), may be drawn down after submission of complete Contract close-out
documents;

(4) Threshold 4. The final 5 percent (100 percent of the total), less any administrative funds
reserved for audit costs as noted on the project completion report, may be drawn down following
receipt of the programmatic Contract close-out letter issued by the Department; and

(5) Threshold 5. Any funds reserved for audit costs will be released upon completion and
submission of an acceptable audit and a documented drawdown request for the expenses. Only
the portion of audit expenses reasonably attributable to the contract is eligible.

(d) Forbearances. Contract expenditure thresholds and milestones are included in Exhibit C,
Project Implementation Schedule, of the contract; violations of which will subject the Subgrantee
to the requirements found in this chapter. At the Department's discretion, forbearances of
thresholds and milestones may be granted upon request and documentation of extenuating
circumstances.

(e) Waivers. Program administrative regulations set forth in any Texas SFNSP NOFA by the
Department's Governing Board or terms in the contract may be waived by the Department, acting
by and through its Executive Director or his/her designee, up to the limits of Texas SFNSP
regulations and guidance as previously established, periodically updated, or updated in the future
by HUD. The Executive Director or his/her designee may waive the Texas SFNSP purchase
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discount to the limits of the purchase discount as allowed by the NSP Bridge Notice. The Texas
NSP NOFA and the NSP Federal Register Notice (Docket No. FR-5255-N-01) published in the
Federal Register (73 FR 58330), require a minimum discount of 5 percent for any individual
property and 15 percent for a portfolio of properties to be acquired utilizing Texas SFNSP funds.
(If only acquiring one property, the one property constitutes a portfolio.) The NSP Bridge Notice
allows for up to a 1 percent discount for individual properties and portfolios.

§29.4.Reassignment of Funds.

(a) Funds deobligated may either be reassigned utilizing the amendment procedure or be subject
to redistribution through a methodology to be approved by the Board.

(b) If the Texas SFNSP Program Income Reservation System has a fund balance of $1,000,000
for more than thirty (30) days, the Executive Director may lower the target score required for
funding of a project to twelve, if the project fulfills a local at-risk priority as identified on the
Department's website.

§29.5.Compliance and Monitoring.

(@) All properties will be monitored using the procedures outlined in Chapter 60 of this title
(relating to Compliance Administration).

(b) All owners will be required to file reports with the Department as outlined in Chapter 60 of
this title.

(c) Owners of rental properties will be required to pay the monitoring and compliance fees
established by the Department from time to time, as assessed, in this title, by NOFA, or by
Contract.
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BOARD ACTION REQUEST
HOME PROGRAM
OCTOBER 9, 2012

Presentation, Discussion, and Possible adoption of orders repealing 10 TAC Chapter 53, Subchapter C,
concerning Homeowner Rehabilitation Assistance Program Activity; Subchapter D concerning
Homebuyer Assistance Program Activity; Subchapter E concerning Contract for Deed Conversion
Program Activity; Subchapter F concerning Tenant Based Rental Assistance Program Activity, and
Subchapter G concerning Single Family Development Program Activity; and order adopting new 10
TAC Chapter 23, concerning HOME Single Family Program, and directing their publication in the
Texas Register.

RECOMMENDED ACTION

WHEREAS, proposed changes to the HOME rule were approved in draft form at the
TDHCA July 26, 2012, meeting and published for public comment in the Texas Register;
and,

WHEREAS, public comment was received and the Department has carefully considered
the public comment and made changes in response to public comment; and

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 adoption, and repeal of these rules in the forms presented to this meeting 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.

BACKGROUND

The purpose of the repeal of HOME Program Rules: Subchapter C concerning Homeowner Rehabilitation
Assistance Program Activity; Subchapter D concerning Homebuyer Assistance Program Activity;
Subchapter E concerning Contract for Deed Conversion Program Activity; Subchapter F concerning Tenant-
Based Rental Assistance Program Activity; and Subchapter G concerning Single Family Development
Program Activity is to move Single Family Activity from the existing rule into a new Chapter 23, concerning
HOME Single Family Program. HOME Multifamily Program rules remain in effect under the current 10
TAC Chapter 53 until a proposed new Multifamily Program Umbrella rule has been adopted.

Adoption of the new 10 TAC Chapter 23, which will govern HOME Single Family Programs, will ensure
consistency and coherence among all of the Department’s Single Family Programs.

Comments regarding the draft rules were accepted in writing and by email from August 10, 2012 to
September 10, 2012 and are summarized as follows:
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SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS:

Comments were received from: (1) Langford Community Management Services Inc., (2) GrantWorks
Inc., (3) Midland Habitat for Humanity, (4) Texas Manufactured Housing Association, (5) Resource
Management and Consulting, Co., (6) City of Midland, (7) Hunter and Hunter Consultants Co., (8)
AACOG, (9) TACDC, (10) DAW, (11) Easter Seals, (12) Equal VVoice Network Housing Coalition.

Chapter 23 - General. No specific part of the proposed rule referenced in comment. (10) (11)
COMMENT SUMMARY: Commenter’s (10) and (11) suggested that flexibility should be incorporated
into the HOME rules to allow the Director the ability to waive rules or approve modifications to the
rules whenever necessary.

STAFF RESPONSE: Delegation of authority to the HOME Director to waive the HOME rules is
beyond the legal authority of the Board. Staff does not recommend any changes based on these
comments.

823.21(a) and (b). Availability of Funds and Regional Allocation Formula.
Staff made non-substantive amendments.

823.22(a) and (c).Contract Award Application Review Process.
Staff made non-substantive amendments.

823.24(4). General Threshold and Selection Criteria.
Staff made non-substantive amendments.

§23.25(a). Project Fund Limits. (2)

COMMENT SUMMARY: Commenter (2) recommends increasing the contract cap from $500,000 to
$510,000 to allow an even number of units to be assisted with the proposed maximum cap per dwelling
of $85,000.

STAFF RESPONSE: Staff agrees and recommends increasing the contract cap from $500,000 to
$510,000.

§23.25(a), (d), and (e). Project Fund Limits.
Staff made non-substantive amendments.

§23.26(b). Limits on Numbers of Reservations. (5)

COMMENT SUMMARY: Commenter (5) recommends eliminating the limitation of working
Homeowner Rehabilitation, Homebuyer Assistance or Single Family Development reservations for an
RSP to five per county and thirty of Tenant-Based Rental Assistance reservations within the RSP's
Service Area at any given time.

STAFF RESPONSE: The restriction is in place to control the number of incomplete reservations
promoting more active use of funds. The restriction only applies to those in the status of Pending
Approval. An additional reservation activity may be entered into the system once the process is
complete and the status transfers from Pending Approval to Active. Staff does not recommend any
changes based on these comments.

823.26(e). Construction Completion. (5)
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COMMENT SUMMARY: Commenter (5) indicates nine months is not enough time to complete
construction and recommends completion of construction be extended to twelve months of the
commitment of funds under the RSP agreement.

STAFF RESPONSE: Staff agrees that the time necessary to execute grant documents and demolition
can delay the start of construction and through, the RSP agreement, TDHCA allows for one three month
extension to allow for any delays prior to start of construction. Staff does not recommend any changes
based on these comments.

§23.28.General Administrative Requirements.
Staff made non-substantive amendments.

§23.28(12). Deficiency Cure Period. (2)

COMMENT SUMMARY: Commenter (2) requests additional time to resolve deficiencies, beyond the
10 business days allowed, if the Administrator can demonstrate they are proactively working on
resolution.

STAFF RESPONSE: The Single Family Loan Process has recently been restructured to improve
consistency, reduce delays and improve processes and response times for all single family programs and
activities. The intent of the process and the requirement is to reduce the time it takes to process
applications for assistance and loan closings. Applicants for HOME activities are allowed to be re-
submitted for approval when the deficiency is corrected if it takes longer than 10 business days to
correct. Staff does not recommend any changes based on these comments.

823.28(15). Project Completion Reports. (1) (7)

COMMENT SUMMARY: Commenter’s (1) and (7) requested the Project Completion Report be
submitted within 60 days after completion of the dwelling rather than 30 days to accommodate dating of
lien waivers and other documentation.

STAFF RESPONSE: Staff agrees with Commenter and recommends an amendment to the submission
date from 30 days to the recommended 60 days after the completion date of the unit. Failure to submit
completion reports within 120 days of completion of the project will result in HUD restricting the
Department from setting up new activities or committing HOME funds.

§23.29.Resale and Recapture Provisions.
Staff made non-substantive corrections.

823.29(d). Homeowner Affordability Period. (1) (2)

COMMENT SUMMARY: Commenter’s (1) and (2) suggested forgiveness of the loan/grant upon death
of a homeowner assisted with HOME Homeowner Rehabilitation Program when no federal affordability
period is required.

STAFF RESPONSE: These resale and recapture provisions are the same provisions as provided in the
Action Plan that has been approved by HUD. Staff does not recommend any changes based on these
comments.

§23.30. Homeowner Rehabilitation Assistance (HRA) Program Threshold and Selection Criteria.
Staff made non-substantive corrections, including amended language in paragraph (1) to clarify
provision, by deleting the word “waived” and adding “not effective”:

(1) The requirements of this section are not effective until December 31, 2013.
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§23.30(1)(A) — (C). Match. (1) (2)
COMMENT SUMMARY: Commenter’s (1) and (2) suggested more generous match levels for Cities
and Counties when match is required.

For Cities:
1-5,000 population Zero Match
5,001+ population 1% percent Match for every 1,000 in population to a max of

12% percent match

For Counties:
1-25,000 unincorporated population ~ Zero Match
25,000+ unincorporated population 1% percent match for every 10,000 in population to a max of
12% percent match
STAFF RESPONSE: Match is waived for all HOME activities until December 31, 2013, unless Match
is counted towards application threshold points. Staff agreed with the commenters and recommends the
match levels to be reduced as recommended.

§23.31.Homeowner Rehabilitation Assistance (HRA) Program Requirements.
Staff made non-substantive corrections.

823.31(b)(3) and (h). Homeowner Rehabilitation Assistance (HRA) Program Requirements; and
Figure (j) Re-payable loans. (1)(2)

COMMENT SUMMARY: Commenter’s (1) and (2) recommend elimination of the requirement to repay
HOME assistance for homeowners when HOME funds take out the first lien or when the homeowner’s
income is greater than 60 percent of Area Median Income.

STAFF RESPONSE: Rider 5 of the General Appropriations Act requires the Department to adopt a goal
of no less than $30 million dollars of the funds available from HOME, Housing Trust Funds, Section 8
and the Housing Tax Credit Program’s total funds towards housing assistance for households with
income less than 30 percent of Area Median Income (AMI). No less than 20 percent of funds available
shall be spent on individuals between 31 and 60 percent of AMI. Allowing assistance in the form of a
grant allows the funds to be targeted to lower income households to assist in meeting the Rider 5
requirements. Staff does not recommend any changes based on these comments.

§23.31(d). Direct Project Costs. (4)(6)

COMMENT SUMMARY:: The proposed rules increase the direct project cost for stick built construction
from $80,000 to $85,000. The cost for a replacement MHU stayed constant at $65,000. Commenter (4)
recommended the MHU replacement maximum should be equal to the direct project cost for stick built
replacements to allow greater owner choice and comparison of options. Commenter (6) proposes that
Direct Project Costs of stick built homes be increased to $100,000 or $85/square foot and the cost of
demolition be excluded from the costs.

STAFF RESPONSE: In response to Commenter (4), the MHU replacement cap provides a comparable
sized unit to a stick built unit and, thus, staff recommends no change based on this comment. In response
to Commenter (6), staff is aware of increased construction costs in certain areas of the state, but due to a
current lack of a generally accepted standard in these areas regarding building costs per square foot, we
do not recommend increasing the construction cap at this time. Staff recommends no change, based on
this comment at this time, but will conduct more research in this area for future consideration. Staff
made non-substantive corrections to this section.
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823.31(e). Allowance for Accessibility Site Work. (6)

COMMENT SUMMARY: Up to an additional $5,000 is allowed to provide additional site work related
to accessibility features necessary if the house is located more than 50 feet from a paved street or if the
house is elevated. Commenter (6) suggested the increase be limited to $30 per linear foot rather than up
to $5,000.

STAFF RESPONSE: Staff agrees that the cost of sidewalks can vary greatly, however these funds may
be used for other items such as pads and ramps. Staff does not recommend any changes based on these
comments.

§23.31(f)(2). Soft Cost for MHUSs. (4)

COMMENT SUMMARY: The proposed rules increase the soft cost for stick built construction from
$7,000 to $9,000 per housing unit. The soft cost for MHU replacement remained constant at $3,500 per
housing unit. Commenter (4) recommends the soft costs for MHU replacement are increased equal to
the soft costs allowed under stick built construction to allow greater consumer option and benefit.
STAFF RESPONSE: The contract management activities of a replacement MHU are not as extensive
and do not require the same level of oversight expense as required of a stick built dwelling, therefore,
Staff does not recommend any changes based on these comments.

§23.32(a)(7). Demolition costs. (1)

COMMENT SUMMARY: Commenter (1) questioned whether or not HOME funds could be used for
the cost of demolition for all HOME activities or just when relocation is involved with Homeowner
Rehabilitation Assistance.

STAFF RESPONSE: Staff recommended a few technical corrections to the proposed rule posted in the
July 26 board book, and were read into the record at the July 26, 2012 Board Meeting. These corrections
were included in the official publication of the rules published in the Texas Register on August 10, 2012.
The official copy of the rules clarifies that HOME funds can be used for the cost of demolition for all
HOME activities, not just when relocation is involved with Homeowner Rehabilitation Assistance.
Therefore, staff does not recommend any changes based on this comment.

§23.32(a)(14) Real Estate Appraisals. (1)(2)

COMMENT SUMMARY: Commenter’s (1) and (2) state that Real Estate appraisals to establish after-
rehabilitation value are costly and real estate appraisers are limited in rural areas. Commenter (2)
suggests adding the actual construction bid to the lot value from the appraisal district to establish the
after-rehabilitation value for the after-rehabilitation property.

STAFF RESPONSE: The after-rehabilitation value is required to satisfy federal requirements. Staff
agrees there are several methods to establish the after-rehabilitation value and recommends an
amendment to the language as follows:

(14) appraisal or other valuation method approved by TDHCA which establishes the post rehabilitation
or reconstruction value of improvements for Projects involving construction; and

823.32(c)(6). Certified copies of documents. (2)

COMMENT SUMMARY: Originals of the Grant Agreement and other loan document must be provided
to the Department to disperse funds. Commenter (2) requested the Department allow dispersal of funds
with certified copies of the documents.
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STAFF RESPONSE: 823.32(c) states that the paragraphs (1) - (11) may be required when a request for
disbursement is made. The language allows for flexibility in extenuating circumstances. Staff does not
recommend any changes based on these comments.

§23.40(1). Match Requirements. (7)

COMMENT SUMMARY:: Commenter (7) recommends the match requirement be permanently removed
from the HBA program due to the difficulty Administrators have in identifying sources of match funds
under the HBA program.

STAFF RESPONSE: Match is a federal requirement under the HOME program. The Department
currently has match in excess of the amount necessary to meet the federal requirements and has the
ability to waive the match requirements. The Match requirement should periodically be reviewed and
annualized and a permanent waiver is not recommended. Staff does not recommend any changes based
on these comments.

823.41(c)(4). First Lien Purchase Loans. (7)

COMMENT SUMMARY: Commenter (7) recommends deletion of this paragraph because the language
conflicts with other provisions of the section.

STAFF RESPONSE: Staff agrees that this language appears to conflict with other provisions in this
section and recommends removal of this provision.

§23.41(c)(5). Debt to income ratios. (7)

COMMENT SUMMARY: The total debt to income ratios or back end ratios for non-conforming
mortgage loans cannot exceed 45 percent. Commenter (7) recommends the back end ratio to equal the
FHA approved debt to income ratio:

STAFF RESPONSE: HUD requires the Department to establish underwriting standards and criteria for
HOME programs. This section applies only to non-conforming first lien mortgages. The adoption of a
standard 45 percent back end ratio for non-conforming loans protects program funds and complies with
HUD requirements. Staff does not recommend any changes based on these comments.

823.41(c)(5) Fees Charged to First Lien Mortgage Lenders (7)

COMMENT SUMMARY: Commenter (7) suggested the following modified language to replace the
existing proposed language of this subsection of the rule.

(5) Fees charged by third party mortgage lenders are limited to the greater of 2 percent of the mortgage
loan amount of $3,500, including but not limited to origination, application, and /or underwriting fees.
Fees associated with the origination of Single Family Mortgage Revenue Bond and Mortgage Credit
Certificate programs will not be included in the limit. Fees paid to parties other than the first lien lender
and reflected on the HUD-1 will not be included in the limit. Fees collected by the first lien lender at
closing to be paid to other parties by the first lien lender that are supported by an invoice and reflected
on the HUD-1 will not be included in the limit.

STAFF RESPONSE: Staff agreed with commenter and recommends the modified language as
suggested.

§23.41(d)(1) and 823.71(i)(2). Front End Ratios. (3)(5)(7)(9)(10)(11)

COMMENT SUMMARY: The amount of down payment assistance provided under the home buyer
assistance program is restricted to the amount necessary such that the total housing payment is at least
20 percent of the applicant’s gross income. Commenter (3) recommends eliminating or reducing the
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front end ratio to 15 percent of the gross income of applicants requesting down payment assistance.
Commenter (5), (7), and (9) recommend elimination or reduction of the ratio of income to total house
payment (front end ratio) or allow the FHA approved debt ratios or the first lien lender to determine both
the front and back end ratios according to their lending requirements. Commenter’s (5) and (9) suggest
the ratio be reduced from 20 percent to 15 percent. Commenter (11) recommended elimination of the
front end ratio altogether. Commenter (7) recommended an alternative suggestion that HOME down
payment assistance is offered equal to 20 percent of the sales price up to a maximum of $20,000. In
addition it is suggested that the HOME assistance be calculated prior to the addition of other down
payment assistance or forgiveness of loans. Commenter (10) requested a waiver of the front end ratio
to accommodate very low income households.

STAFF RESPONSE: The front end ratio was established in the 2010 HOME Rules at 25 percent of
gross monthly income to satisfy HUD’s requirement in 24 C.F.R. §92.250 that HOME funds are used
prudently and do not result in more subsidy than necessary to make the unit affordable to the
homebuyer. The HOME rule which was published for comment and which is presented for final
adoption reduced the required front-end ratio to from 25 percent to 20 percent of gross monthly income
in response to comments received by administrators prior to the rule making process. Staff does not
recommend further reduction of the front-end ratio. No support documentation was provided by
Commenter (3) to indicate that a reduction of the front end ratio to 15 percent is reasonable and
necessary to assist low income homebuyers. Staff does not recommend that assistance be based on a
percentage of the purchase price of the unit because that method does not account for individual
circumstances and loan terms. Staff does not recommend waivers of the front end ratio for very low
income households when the 20 percent front end ratio is lower than the standard established in the
rental industry of 30 percent. HUD has determined that it is reasonable and affordable in rental housing
programs which target very low and extremely low income households, such as the Section 8 Housing
Choice Voucher Program for households to pay 30 percent of their income towards rent. Staff does not
recommend any changes based on these comments.

§23.41(e)(1). Soft Costs. (7)

COMMENT SUMMARY: The closing costs associated with the Home Buyer Assistance Program are
limited to $1,500. Commenter (7) suggested the soft costs be increased to $1,800.

STAFF RESPONSE: The Commenter recommended increasing soft cost which will increase fees
charged by consultants and Contract Administrators but offered no reasons to support the increase. Staff
does not recommend any changes based on these comments.

823.42.Homebuyer Assistance (HBA) Administrative Requirements.
Staff made non-substantive corrections.

§23.51.Contract for Deed Conversion (CFDC) Program Requirements.
Staff made non-substantive corrections.

§23.61(e)(1). Rental subsidy limitations. (10)

COMMENT SUMMARY: HOME Tenant Based Rental Assistance (TBRA) is provided for no more
than a twenty-four month period per household. An additional twelve month period is permitted for a
total of thirty-six months if the household is participating under the Reservation System. Commenter
(10) as an Administrator of the program states many households receiving HOME rental assistance are
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awaiting Section 8 vouchers which may take five or more years. The Commenter recommends
extending HOME rental assistance beyond thirty-six months to those on long Section 8 waiting lists.
STAFF RESPONSE: Staff agrees that in cases where the household will likely require continued rental
assistance though the Section 8 Housing Choice Voucher (HCV) Program, and is unable to secure a
Section 8 HCV in the 36 month time frame outlined in the HOME rule due to exceedingly long wait
times for available vouchers, a gap in assistance could occur. TBRA is not intended to be permanent
assistance, therefore an indefinite time period is not in keeping with the intent of the program. Staff
recommends that the rule be amended to allow an extension of assistance, on an annual basis, for up to
sixty (60) months for households who have applied for a Section 8 Housing Choice Voucher, have not
been removed from the Section 8 HCV waiting list due to failure to respond to required notices or for
any other reason, have not been denied assistance under the Section 8 HCV Program during their tenure
on TBRA, and did not refuse to participate in the Section 8 HCV Program when a voucher was made
available.

823.70. Single Family Development (SFD) Threshold and Selection Criteria.
Staff made non-substantive corrections.

823.70(3)(C). Single Family Development (SFD) Threshold and Selection Criteria. (12)
COMMENT SUMMARY: Commenter (12) requested that garbage collection services be removed from
the list of utilities that must be documented as available in single family developments.

STAFF RESPONSE: TDHCA requires garbage collection services to be provided to single family
developments funded with HOME funds. Staff does not recommend any changes based on these
comments.

823.71(d)(2). Single Family Development Unit Amenities. (12)

COMMENT SUMMARY: Commenter (12) recommended elimination of the requirement to provide
blinds or window coverings for all windows as one of the required amenities in units constructed with
HOME single family development funds because some families do not want window coverings or
blinds.

STAFF RESPONSE: The list of amenities required for single family development is designed to
construct an energy efficient dwelling ready for occupancy. Staff does not recommend any changes
based on these comments.

823.80. Application Procedures for Certification of Community Housing Development

Organization (CHDO).
Staff made non-substantive corrections.
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Attachment A: Preamble and adoption of repeal of 10 TAC Chapter 53, SUBCHAPTER C.
HOMEOWNER REHABILITATION ASSISTANCE (HRA) PROGRAM ACTIVITY.

The Texas Department of Housing and Community Affairs (the "Department™) adopts the repeal of 10
TAC Chapter 53, Subchapter C, 8853.30 — 53.33, concerning Homeowner Rehabilitation Assistance
(HRA) Program Activity, without changes to the proposed text as published in the August 10, 2012
issue of the Texas Register (37 TexReg 5952) and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were received
concerning the repeal.

The Board approved the final order adopting the repeal on October 6, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas Government
Code, §2306.053 which authorizes the Department to adopt rules.

853.30. Homeowner Rehabilitation Assistance (HRA) Program Threshold and Selection Criteria.

853.31. Homeowner Rehabilitation Assistance (HRA) Program Requirements.
853.32. Homeowner Rehabilitation Assistance (HRA) Administrative Requirements.
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Attachment B: Preamble and adoption of repeal of 10 TAC Chapter 53, SUBCHAPTER D.
HOMEBUYER ASSISTANCE (HBA) PROGRAM ACTIVITY.

The Texas Department of Housing and Community Affairs (the "Department™) adopts the repeal of 10
TAC Chapter 53, Subchapter D, 8853.40 — 53.42, concerning Homebuyer Assistance (HBA) Program
Activity, without changes to the proposed text as published in the August 10, 2012 issue of the Texas
Register (37 TexReg 5952) and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were received
concerning the repeal.

The Board approved the final order adopting the repeal on October 6, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas Government
Code, §2306.053 which authorizes the Department to adopt rules.

853.40. Homebuyer Assistance (HBA) Threshold and Selection Criteria.

853.41. Homebuyer Assistance (HBA) Program Requirements.
853.42. Homebuyer Assistance (HBA) Administrative Requirements.

Page 10 of 62



Attachment C: Preamble and adoption of repeal of 10 TAC Chapter 53, SUBCHAPTER E.
CONTRACT FOR DEED CONVERSION (CFDC) PROGRAM ACTIVITY

The Texas Department of Housing and Community Affairs (the "Department™) adopts the repeal of 10
TAC Chapter 53, Subchapter E, §853.50 — 50.52, concerning Contract for Deed Conversion (CFDC)
Program Activity, without changes to the proposed text as published in the August 10, 2012 issue of the
Texas Register (39 TexReg 5953) and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were received
concerning the repeal.

The Board approved the final order adopting the repeal on October 6, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas Government
Code, §2306.053 which authorizes the Department to adopt rules.

853.50. Contract for Deed Conversion (CFDC) Threshold and Selection Criteria.

853.51. Contract for Deed Conversion (CFDC) Program Requirements.
853.52. Contract for Deed Conversion (CFDC) Administrative Requirements.
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Attachment D: Preamble and adoption of repeal of 10 TAC Chapter 53, SUBCHAPTER F.
TENANT-BASED RENTAL ASSISTANCE (TBRA) PROGRAM ACTIVITY

The Texas Department of Housing and Community Affairs (the "Department™) adopts the repeal of 10
TAC Chapter 53, Subchapter F, §8853.60 — 53.62, concerning Tenant-Based Rental Assistance (TBRA)
Program Activity, without changes to the proposed text as published in the August 10, 2012 issue of the
Texas Register (37 TexReg 5953) and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were received
concerning the repeal.

The Board approved the final order adopting the repeal on October 6, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas Government
Code, §2306.053 which authorizes the Department to adopt rules.

853.60. Tenant-Based Rental Assistance (TBRA) Threshold and Selection Criteria.

853.61. Tenant-Based Rental Assistance (TBRA) Program Requirements.
853.62. Tenant-Based Rental Assistance (TBRA) Administrative Requirements.

Page 12 of 62



Attachment E: Preamble and adoption of repeal of 10 TAC Chapter 53, SUBCHAPTER G.
SINGLE FAMILY DEVELOPMENT (SFD) PROGRAM ACTIVITY

The Texas Department of Housing and Community Affairs (the "Department™) adopts the repeal of 10
TAC Chapter 53, Subchapter G, §853.70 — 53.72, concerning Single Family Development Program
Activity, without changes to the proposed text as published in the August 10, 2012 issue of the Texas
Register (37 TexReg 5954) and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the repeal were accepted in writing and by fax. No comments were received
concerning the repeal.

The Board approved the final order adopting the repeal on October 6, 2012.

STATUTORY AUTHORITY: The repeal is adopted pursuant to the authority of Texas Government
Code, §2306.053 which authorizes the Department to adopt rules.

853.70. Single Family Development (SFD) Threshold and Selection Criteria.

853.71. Single Family Development (SFD) Program Requirements.
853.72. Single Family Development (SFD) Administrative Requirements.
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Attachment F: Preamble and adoption of new 10 TAC Chapter 23, Subchapter A, concerning
General Guidance

The Texas Department of Housing and Community Affairs (the "Department™) adopts new 10 TAC
Chapter 23, Subchapter A, 8823.1 — 23.2, concerning General Guidance, with non-substantive
corrections to the proposed text as published in the August 10, 2012 issue of the Texas Register (37
TexReg 5912).

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the new sections were accepted in writing and by fax. No comments were received
concerning the new sections. Staff recommends the approval of minor clerical corrections to references
and punctuation.

The Board approved the final order adopting the new sections, including non-substantive technical
corrections, on October 6, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, 82306.053 which authorizes the Department to adopt rules.

§23.1. Purpose.

This chapter governs the administration of HOME Single Family contracts and activities. This chapter
clarifies the use and administration of all funds provided to the Texas Department of Housing and
Community Affairs (the “Department”) by the U.S. Department of Housing and Urban Development
(HUD) pursuant to Title 1l of the Cranston-Gonzalez National Affordable Housing Act of 1990 (42 USC
8812701 - 12839) and HUD regulations at 24 CFR, Part 92. Chapter 20 of this title (relating to Single
Family Programs Umbrella Rule) will apply to all Single Family activities, including Single Family
development involving rental or ownership. All provisions of this chapter apply to any Application
received on or after the date of adoption of this chapter. Existing Contracts executed within the
preceding twelve (12) months from the date of adoption of this chapter or current pending Applications
may be amended in writing at the request of the Contract Administrator (CA) or Applicant, and with
Department approval, to subject the Contract or Application to all provisions of this chapter.
Amendments proposing only partial adoption of this chapter are prohibited and no amendment adopting
this chapter shall be granted if, in the discretion of the Department, any of the provisions of this chapter
conflict with the Notice of Funding Availability (NOFA) under which the existing Contract was
awarded or Application was submitted. All CAs with an active Contract may become Reservation
System Participants (RSPs), at the written request of the CA without the submission of an Application,
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and with Department approval, subject to all applicable provisions of this chapter. The State's HOME
Program is designed to:

(2) focus on the areas with the greatest housing need described in the State Consolidated Plan;

(2) provide funds for home ownership and rental housing through acquisition, new construction,
rehabilitation, and tenant-based rental assistance;

(3) promote partnerships among all levels of government and the private sector, including non-profit and
for-profit organizations; and

(4) provide low, very low, and extremely low income families with affordable, decent, safe, and sanitary
housing.

§23.2. Definitions.

The following words and terms, when used in this chapter, shall have the following meanings, unless the
context clearly indicates otherwise. Other definitions may be found in Texas Government Code, Chapter
2306 or 10 TAC Chapter 20 of this title (relating to the Single Family Programs Umbrella Rule).

(1) Affiliated Party--A Person with a contractual relationship with the Contract Administrator on a
Contract with the Department.

(2) Application Submission Procedures Manual (ASPM)--The manual that sets forth the procedures,
forms, and instructions for the completion and submission of an Application to the Department.

(3) CFR--Code of Federal Regulations.

(4) Commitment of Funds--Occurs when the Activity or a Project is approved by the Department and set
up in the disbursement and information system established by U.S. Department of Housing and Urban
Development (HUD).

(5) Control--The possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of any Person, whether through the ownership or voting securities, by contract
or otherwise, including ownership of more than 50 percent of the General Partner interest in a limited
partnership, or designation as a managing member of a limited liability company or managing General
Partner of a limited partnership or any similar member.

(6) Development Site--The area, or if scattered site, areas on which the Development is proposed to be
located.

(7) Direct Project Costs--The total of hard construction costs, demolition costs, aerobic septic systems,
refinancing costs (as applicable), acquisition and closing costs, rental and utility subsidy and deposits,
and Match funds.

(8) General Requirements--An allowance for the General Contractor's on-site overhead expenses.
General Requirements shall be limited as prescribed in §3.32-ef-this-titleChapter 10, Subchapter D of
this title (relating to Underwriting Rules-and-Guidelinesand Loan Policy) and must follow the standards
published by the Construction Specifications Institute.

(9) HOME Final Rule--The regulations with amendments promulgated at 24 CFR, Part 92 as published
by HUD for the HOME Investment Partnerships Program at 42 USC §§12701 - 12839.

(10) Match--Funds contributed to a Project that meet the requirements of 24 CFR 8892.218 - 92.220.
Match contributed to a Project or Activity does not include mortgage revenue bonds, HOME-match
eligible projects, and cannot include any other sources of Department funding unless otherwise approved
in writing by the Department.

(11) Person--Any individual, partnership, corporation, association, unit of government, community
action agency, or public or private organization of any character.
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(12) Persons with Special Needs--Individuals or categories of individuals determined by the Department
to have unmet housing needs consistent with 42 USC 8812701, et seq. and as provided in the
Consolidated Plan and may include any Households composed of one or more persons with alcohol
and/or drug addictions, Colonia residents, Persons with Disabilities, elderly, victims of domestic
violence, persons with HIV/AIDS, homeless populations, migrant farm workers, and public housing
residents.

(13) Predevelopment Costs--Costs related to a specific eligible Project including:

(A) Predevelopment housing project costs that the Department determines to be customary and
reasonable, including but not limited to consulting fees, costs of preliminary financial applications, legal
fees, architectural fees, engineering fees, engagement of a development team, and site control;

(B) Pre-construction housing project costs that the Department determines to be customary and
reasonable, including but not limited to, the costs of obtaining firm construction loan commitments,
architectural plans and specifications, zoning approvals, engineering studies and legal fees; and

(C) Predevelopment costs do not include general operational or administrative costs.

(14) Principal--A Person, or Persons, that will exercise Control over a partnership, corporation, limited
liability company, trust, or any other private entity. In the case of:

(A) Partnerships: Principals include all General Partners, special limited partners, and Principals with
ownership interest;

(B) Corporations: Principals include any officer authorized by the board of directors to act on behalf of
the corporation, including the president, vice president, secretary, treasurer, and all other executive
officers, and each stock holder having a ten percent or more interest in the corporation; and

(C) Limited liability companies: Principals include all managing members, members having a ten
percent or more interest in the limited liability company or any officer authorized to act on behalf of the
limited liability company.

(15) Project--A single housing unit with a unique physical address. A Project may also refer to an
individual Project, Development, or site.

(16) Reservation System Participant (RSP)--Administrator whose executed written agreement allows for
participation in the Reservation System.

(17) Service Area--The city(ies), county(ies) and/or place(s) identified in the Application and/or
Contract that the CA or RSP will serve.

(18) Texas Minimum Construction Standard (TMCS)--The program standard used to determine the
minimum acceptable housing condition for the purposes of rehabilitation, new construction, and
acquisition.

(19) Third Party--A Person who is not:

(A) an Applicant, CA, RSP, Borrower, General Partner, Developer, Development Owner, or General
Contractor; or

(B) an Affiliate, Affiliated Party to the Applicant, CA, Borrower, General Partner, Developer,
Development Owner, or General Contractor; or

(C) a Person receiving any portion of the administration, contractor fee, or developer fee.
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Attachment G: Preamble and adoption of new 10 TAC Chapter 23, Subchapter B, Single Family
HOME Program Rule

The Texas Department of Housing and Community Affairs (the "Department”) adopts new 10 TAC
Chapter Subchapter B, §823.20 — 23.29, concerning Availability of Funds, Application Requirements,
and Review and Award Procedures, General Administrative Requirements and Resale and Recapture of
funds. Sections 23.21, 23.22, 23.24, 23.25, and 23.27 - 23.29 are adopted with change to the proposed
text as published in the August 10, 2012, issue of the Texas Register (37 TexReg 5914). Sections 23.20,
23.23, and 23.26 are adopted without change and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS:

Comments were accepted from August 10, 2012 through September 10, 2012, with comments received
from: (1) Langford Community Management Services, Inc; (2) GrantWorks, Inc.; (5) Resource
Management and Consulting Co; (7) Hunter and Hunter Consultants, Inc., (10) Disability Advisory
Workgroup; and (11) Easter Seals.

The comments and responses include both administrative clarifications and corrections to the rule
recommended by Staff and substantive comments on the rule and the corresponding Departmental
responses. If comment resulted in recommended language changes to the draft rule as presented to the
Board in July, such changes are indicated.

Chapter 23 - General. No specific part of the proposed rule referenced in comment. (10) (11)
COMMENT SUMMARY: Commenter’s (10) and (11) suggested that flexibility should be incorporated
into the HOME rules to allow the Director the ability to waive rules or approve modifications to the
rules whenever necessary.

STAFF RESPONSE: Delegation of authority to the HOME Director to waive the HOME rules is
beyond the legal authority of the Board. Staff does not recommend any changes based on these
comments.

823.21(a) and (b). Availability of Funds and Regional Allocation Formula.
Staff made non-substantive amendments.

§23.22(a) and (c).Contract Award Application Review Process.
Staff made non-substantive amendments.

823.24(4). General Threshold and Selection Criteria.
Staff made non-substantive amendments.
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§23.25(a). Project Fund Limits. (2)

COMMENT SUMMARY: Commenter (2) recommends increasing the contract cap from $500,000 to
$510,000 to allow an even number of units to be assisted with the proposed maximum cap per dwelling
of $85,000.

STAFF RESPONSE: Staff agrees and recommends increasing the contract cap from $500,000 to
$510,000.

§23.25(a), (d), and (e). Project Fund Limits.
Staff made non-substantive amendments.

§23.26(b). Limits on Numbers of Reservations. (5)

COMMENT SUMMARY: Commenter (5) recommends eliminating the limitation of working
Homeowner Rehabilitation, Homebuyer Assistance or Single Family Development reservations for an
RSP to five per county and thirty of Tenant-Based Rental Assistance reservations within the RSP's
Service Area at any given time.

STAFF RESPONSE: The restriction is in place to control the number of incomplete reservations
promoting more active use of funds. The restriction only applies to those in the status of Pending
Approval. An additional reservation activity may be entered into the system once the process is
complete and the status transfers from Pending Approval to Active. Staff does not recommend any
changes based on these comments.

823.26(e). Construction Completion. (5)

COMMENT SUMMARY: Commenter (5) indicates nine months is not enough time to complete
construction and recommends completion of construction be extended to twelve months of the
commitment of funds under the RSP agreement.

STAFF RESPONSE: Staff agrees that the time necessary to execute grant documents and demolition
can delay the start of construction and through, the RSP agreement, TDHCA allows for one three month
extension to allow for any delays prior to start of construction. Staff does not recommend any changes
based on these comments.

§23.28.General Administrative Requirements.
Staff made non-substantive amendments.

§23.28(12). Deficiency Cure Period. (2)

COMMENT SUMMARY: Commenter (2) requests additional time to resolve deficiencies, beyond the
10 business days allowed, if the Administrator can demonstrate they are proactively working on
resolution.

STAFF RESPONSE: The Single Family Loan Process has recently been restructured to improve
consistency, reduce delays and improve processes and response times for all single family programs and
activities. The intent of the process and the requirement is to reduce the time it takes to process
applications for assistance and loan closings. Applicants for HOME activities are allowed to be re-
submitted for approval when the deficiency is corrected if it takes longer than 10 business days to
correct. Staff does not recommend any changes based on these comments.

§23.28(15). Project Completion Reports. (1) (7)
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COMMENT SUMMARY: Commenter’s (1) and (7) requested the Project Completion Report be
submitted within 60 days after completion of the dwelling rather than 30 days to accommodate dating of
lien waivers and other documentation.

STAFF RESPONSE: Staff agrees with Commenter and recommends an amendment to the submission
date from 30 days to the recommended 60 days after the completion date of the unit. Failure to submit
completion reports within 120 days of completion of the project will result in HUD restricting the
Department from setting up new activities or committing HOME funds.

823.29.Resale and Recapture Provisions.
Staff made non-substantive corrections.

823.29(d). Homeowner Affordability Period. (1) (2)

COMMENT SUMMARY: Commenter’s (1) and (2) suggested forgiveness of the loan/grant upon death
of a homeowner assisted with HOME Homeowner Rehabilitation Program when no federal affordability
period is required.

STAFF RESPONSE: These resale and recapture provisions are the same provisions as provided in the
Action Plan that has been approved by HUD. Staff does not recommend any changes based on these
comments.

The Board approved the final order adopting the new sections including non-substantive technical
corrections, on October 6, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, 82306.053 which authorizes the Department to adopt rules.

823.20. Availability of Funds and Regional Allocation Formula.

Funds subject to regional allocation shall be made available as described in paragraphs (1) - (3) of this
section:

(1) Applicants applying in response to a Competitive Application Cycle will be ranked highest to lowest
by subregion. Funding that remains available after awarding all available eligible Applications in each
subregion shall collapse and be directed to the next Application in the most underserved subregion. If
funding is made available to multiple Activities under one NOFA, the funds remaining after awarding
all eligible Applications by Activity shall collapse and be directed to the next Application in the most
underserved subregion regardless of Activity;

(2) Funds made available through an Open Application Cycle and subject to regional allocation shall be
made available to each subregion for a time period to be specified in the applicable NOFA, after which
the funds remaining shall collapse and be made available statewide; and

(3) In the event of a tie between two or more Applicants, the Department reserves the right to determine
which Application will receive a recommendation for funding, or as otherwise specified in the NOFA.
Tied Applicants may also receive a partial recommendation for funding.

823.21.Application Forms and Materials and Deadlines.
(@) The Department will develop and publish an Application, which if completed by an eligible
Applicant, would satisfy the requirements for requesting funds from the Department. The Department
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will also issue an Application Submission Procedures Manual (ASPM)ASPM to provide guidance on
proper completion of the Application.

(b) Applicants must submit an Application for a Contract award by the deadline date specified in the
NOFA. All Applications must be received during business hours, Monday through Friday, 8 am. — 5

§23.22.Contract Award Application Review Process.

(a) An Application received by the Department in response to an Open Application Cycle NOFA will be
assigned a "Received Date" based on the date it is received by the Division. An Application will be
prioritized for review based on its "Received Date.” An Application with outstanding Administrative
Deficiencies may be held from further review until all Administrative Deficiencies have been cured.
Applications that have completed the review process may be presented to the Board for approval with
priority over Applications that continue to have Administrative Deficiencies at the time Board materials
are prepared, regardless of “Received Date.” If all funds available under a NOFA are awarded, all
remaining Applicants will be notified and the remaining Applications will not be processed.

(b) For Applications received by the Department in response to a Competitive Application Cycle NOFA,
the Department will accept Applications on an ongoing basis during the application acceptance period as
specified in the NOFA. Applications will be prioritized for review based upon the score of the
Application.

(c) An Administration Deficiency may not be cured if it would require substantially changing an
Application or if the Applicant providesirg any new unrequested information_to cure the Deficiency-.
An Applicant may not change or supplement any part of an Application in any manner after submission
to the Department, and may not add any set-asides, increase the award request amount, or revise the unit
mix (both income levels and bedroom mixes), except in response to a direct request from the
Department to remedy an Administrative Deficiency as further described in this chapter or by
amendment of an Application after the Board approval of a HOME award. The curative time periods
allowable for Administrative Deficiencies are: for Applications received under an Open Application
Cycle NOFA, Administrative Deficiencies not cured within five (5) business days will be terminated.
Applicants that have been terminated may reapply for funds; or for Applications received under a
Competitive Application Cycle NOFA, if Administrative Deficiencies are not cured to the satisfaction of
the Department within five (5) business days of the deficiency notice date, then five (5) points shall be
deducted from the selection score for each additional day the Administrative Deficiency remains
unresolved. If Administrative Deficiencies are not clarified or corrected within seven (7) business days
from the deficiency notice date, then the Application shall be terminated. An Applicant may not adjust
the self-score without a request from the Department as a result of an Administrative Deficiency.

§23.23.Reservation System Participant Review Process.

(@) In order for an Applicant to participate in the Reservation System, the Department must review and
approve an Application to become a Reservation System Participant (RSP). Applications will be
reviewed and, if the Application is not terminated in accordance with subsection (c) of this section, a

Page 20 of 62



Reservation System Participation Agreement will be drafted and presented to the Executive Director for
approval in the order in which they are received.

(b) Applications for recertification may be submitted ninety (90) days prior to the end of the RSP
agreement term and will be required to demonstrate that all Application requirements are met.

(c) Administrative Deficiencies must be cured within ten (10) business days of the date of the deficiency
notice. If Administrative Deficiencies are not clarified or corrected within ten business days from the
deficiency notice date, the Application may be terminated.

823.24.General Threshold and Selection Criteria.

All Applicants and Applications must submit or comply with:

(1) an Applicant certification of compliance with state and federal laws, rules and guidance governing
the HOME Program;

(2) a resolution signed and dated within the six (6) months preceding the Application submission date
from the Applicant's direct governing body which includes:

(A) authorization of the submission of the Application;

(B) commitment and amount of cash reserves, if applicable, for use during the Contract or RSP
agreement term;

(C) source of funds for Match obligation and Match dollar amount, if applicable;

(D) name and title of the person authorized to represent the organization; and

(E) signature authority to execute a contract;

(3) any Applicant requesting $25,000 or more must be registered in the federal Central Contractor
Registration (CCR) and have a current Data Universal Numbering System (DUNS) number. Applicants
requesting funds for multifamily housing development and that are "to-be-formed™ are not required to
submit a CCR or DUNS number until after award but prior to Contract execution. If the property will be
owned by a partnership, the partnership must be the registrant. If a partnership will be receiving funds
under the CHDO set-aside, the partnership and the CHDO must both be registered;

(4) an Appllcatlon fee, to be deflned in the NOFA—Mmh—%u#ﬁerent—te—d%eewage—the—wbm%&en—et

(5) to be ellglble for a new Contract award an Appllcant must have commltted funds to at least 80
percent of the total number of contractually required Households or has committed at least 80 percent of
the total Project funds on their current Contract for the same Activity. This provision shall not apply to
Applications submitted for disaster relief funding or those with an exclusively different Service Area;

(6) an Application must be substantially complete when received by the Department. An Application
will be terminated if an entire volume of the Application is missing; has excessive omissions of
documentation from the threshold or selection criteria or uniform Application documentation; or is so
unclear, disjointed, or incomplete that a thorough review cannot reasonably be performed by the
Department, as determined by the Department. Such Application will be terminated without being
processed as an Administrative Deficiency. To the extent that a review was able to be performed,
specific reasons for the Department's termination will be included in the notification sent to the
Applicant but, because of the suspended review, may not include an all inclusive list of deficiencies in
the Application; and

(7) the Department may incentivize or provide preference to Applicants targeting very low and
extremely low income Households or to Applicants that have successfully executed a previous HOME
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Contract with the Department. Such incentives may be established in the form of threshold or selection
criteria in the NOFA and may be different for each Activity.

§23.25.Contract Award Limitations.

(@) Project Funds Limits. Project funds for Contract awards are limited to $560510,000 per Contract
Administrator for Homeowner Rehabilitation and Contract for Deed Conversion Activity Applicants and
$300,000 per Contract Administrator for Homebuyer Assistance and Tenant-Based Rental Assistance
Activity Applicants. The Contract award limits for Project funds for Single Family Development
Activity Applicants will be established in the NOFA for these Activities.

(b) Contract Award Terms. With the exception of Tenant-Based Rental Assistance, all Activity Contract
awards will have a Contract term of twenty-four (24) months exclusive of any applicable affordability
period or loan term. Tenant-Based Rental Assistance Activity Contract awards will have a Contract term
of thirty-six (36) months.

(c) Contract Award Benchmarks. All Contract Administrators must submit to the Department complete
Project setup information for the Commitment of Funds of all contractually required Households in
accordance with the requirements herein within twelve (12) months from the effective date of the
Contract. All remaining funds will be automatically deobligated and returned to the Department unless
an amendment has been requested in writing prior to this date and is approved.

(d) Voluntary deobligation. The Contract Administrator may fully deobligate funds in the form of a
written request signed by the signatory, or successor thereto,exeeutor of the Contract. The Contract
Administrator may partially deobligate funds under a Contract in the form of a written request from the
signatoryexeeuter if the letter also deobligates the associated number of targeted Households, funds for
Administrative costs, and Match and the partial deobligation would not have impacted the award of the
Contract.

(e) The Department may request information regarding the performance or status under a Contract prior
to a Contract benchmark or at various times during the term of a Contract. Contract Administrator must
respond within the time limit stated in the requesta-timely-mannerto-suchrequests-from-the-Department.
Prolonged or repeated failure to respond may result an Administrative Deficiency and ultimately in
termination of the Contract by the Department.

(f) Pre-Award Costs. Before the effective date of the HOME Contract, the Contract Administrator may
incur and be reimbursed for travel costs, as provided for with Administrative funds, related to mandatory
training required by the Department as a condition of receiving a HOME award and Contract.
Department authorized pre-award costs for predevelopment costs, including but not limited to legal,
architectural, engineering, appraisal, surveying, environmental, and market study fees, may be paid if
incurred before the effective date of the Contract if the costs are in accordance with 24 CFR §92.212 and
at the sole discretion of the Department.

823.26.Reservation System Participant (RSP) Agreements.
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(a) Terms of agreement. RSP agreements will have a twenty-four (24) month term for all Activities.
Execution of an RSP agreement does not guarantee the availability of funds under a reservation system.

(b) Limits on Number of Reservations. The number of Homeowner Rehabilitation, Homebuyer
Assistance or Single Family Development reservations for an RSP is limited to five (5) per county
within the RSP's Service Area at any given time. The number of Tenant-Based Rental Assistance
reservations for an RSP is limited to thirty (30) at any given time.

(c) Extremely Low-Income Households. Except for Households served with disaster relief, homebuyer
assistance or single family development funds, each RSP will be required to serve at least one
Household at or below 30 percent of area median family income (AMFI) out of every four Households
submitted and approved for assistance.

(d) Match. The requirements of this subsection are waived until December 31, 2013. Any Projects
submitted to the Department under a Reservation Agreement prior to December 31, 2013 will not be
required to provide Match as outlined in this section, except for Match that is proposed to meet
Application threshold criteria. An RSP must meet the tiered Match requirements per Activity for at least
every fourth Household submitted and approved for assistance. For example, if Match is not provided
for the first three Households assisted by an RSP, the Match provided to the fourth Household must
meet the Match requirement for all four Households.

(e) Completion of Construction. For Projects involving construction, an RSP must complete construction
and submit all requests for disbursement within nine (9) months from the Commitment of Funds for the
Project.

(F) Extensions. The Executive Director or his/her designee may approve one three (3) month time
extension to the Commitment of Funds to allow for the completion of construction and submission of
requests for disbursement.

(9) An RSP must remain in good standing with the Department, the state of Texas, and HUD. If an RSP
is not in good standing, participation in the reservation system will be suspended and may result in
termination of the RSP agreement.

823.27.Procurement of Contractor.

The Department may procure a contractor or contractors to provide services for the administration of the
HOME Program-through—a—Request-for-Propesals{(RFP). A contractor must provide services and/or
administer HOME funds in accordance with state and federal rules and the program requirements of this
chapter for the applicable Activity.

§23.28.General Administrative Requirements.

Unless otherwise provided in this chapter, the CA, RSP, or Development Owner, must comply with the
requirements described in paragraphs (1) - (1#8) of this section, for the administration and use of HOME
funds:

(1) complete training, as applicable;
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(2) provide all applicable Department Housing Contract System access request information and
documentation requirements;

(3) establish and maintain sufficient records at its regular place of business and make available for
examination by the Department, HUD, the State Auditor ef-the-of Texas, the U.S. General Accounting
Office, the Comptroller of Public Accounts of the State of Texas, and the U.S. Comptroller, or any of
their duly authorized representatives;

(4) for non-development Activities, develop and establish written procurement procedures that comply
with federal, state, and local procurement requirements including:

(A) develop and comply with written procurement selection criteria and committees;

(B) develop and comply with a written code of conduct governing employees, officers, or agents
engaged in administering HOME funds and appoint a procurement officer to manage any bid process;
(C) ensure consultant or any procured service provider does not participate in or direct the process of
procurement for prefessional services. tr—other—words—Aa consultant cannot assist in #s-their own
procurement before or after an award is made;

(D) ensure that procedures established for procurement of building construction contractors maydo not
include requirements for the provision of general liability insurance coverage in fer-an amount to exceed
the value of the contract;

(E) ensure_that building construction contractors are must—be procured using a formal sealed bid
procedure for single family New Construction, Reconstruction or Rehabilitation Projects;

(F) ensure that professional service providers (consultants) mustare—be procured using an open
competitive procedure and are may-not be-procured based solely on the lowest priced bid; and
(G)_ensure that any Request for Proposals or Invitation for Bid must-include:

(1) an equal opportunity disclosure and a notice that Hst-the-reguirerment-that bidders are subject to search
for listing on the Excluded Parties List;

(i) bidders' protest rights and an outline of the procedures bidders must take to address procurement
related disputes;

(iii) a conflict of interest disclosure;

(iv) a clear and accurate description of the technical requirements for the material, product, or service to
be procured. The description must include complete, adequate, and realistic specifications;

(v) for sealed bid procedures, disclose the date, time and location for public opening of bids and indicate
a fixed-price contract; and

(vi) for competitive proposals, disclose the specific selection/evaluation criteria—;

(5) In instances where potential conflict of interest exists, follow procedures to submit a request to the
Department to grant an exception to any conflicts prohibited by 24 CFR §92.356. The request submitted
to the Department must include a disclosure of the nature of the conflict, accompanied by an assurance
that there has been public disclosure of the conflict by newspaper publication and a description of how
the public disclosure was made. No HOME funds will be committed to or reserved to assist a Household
until HUD has granted an exception to the conflict of interest provisions;

(6) Perform environmental clearance procedures, as required, before acquiring any Property or before
performing any construction activities, including demolition, or before the occurrence of the loan
closing, if applicable;

(7) Develop and comply with written applicant intake and selection criteria for and-ensure—program
eligibility and promote and comply with Fair Housing requirements;

(8) Complete applicant intake and applicant selection. Notify each applicant Household in writing of
either acceptance or denial of HOME assistance within sixty (60) days following receipt of the intake
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application. For Homeowner Rehabilitation Assistance and Contract for Deed Conversion the CA or
RSP must:
(A) provide Rehabilitation as an available option to Households, provide Households with a general cost
estimate, and to the extent that Rehabilitation would not meet the program requirements, explain these
program requirements;
(B) unless not allowed by local code, provide replacement of an existing housing unit with a new MHU
as an available option; and
(C) explain relocation as an available option to any Households located within the 100-year floodplain
and present the costs associated with flood insurance;
(9) Determine the income eligibility of a Household using the "Annual Income" as defined at 24 CFR
§5.609;
(10) Except for Single Family Development, complete an updated income eligibility determination of a
Household if more than six (6) months has elapsed from the date of certification and the date the HOME
assistance is provided to the Household. For Single Family Development, complete income eligibility
determination of a Household if more than six (6) months has elapsed from the date of certification and
the date the contract to purchase the housing unit is executed with the Household;
(11) For single family Activities involving construction, perform initial inspection in accordance with
Chapter 20 of this title (relating to Single Family Programs Umbrella Rule) and at least four (4) progress
inspections. Property inspections must include photographs of the front and side elevation of the housing
unit and at least one picture of the kitchen, family room, one of the bedrooms and one of the bathrooms.
The inspection must be signed and dated by the inspector and CA or RSP;
(12) Submit requests for the Commitment or Reservation of Funds, loan closing preparation, and
disbursements and all required information and verification documentation in the Housing Contract
System. A request will not be reviewed by the Department until the CA, RSP, or Development Owner
has submitted all required documentation. If, during review, the Department identifies Administrative
Deficiencies, the Department will allow a cure period of ten (10) business days beginning at the start of
the first business day following the date the CA, RSP or Development Owner is notified of the
deficiency. If any Administrative Deficiency remains after the cure period, the Department, in its sole
discretion, shall disapprove the request. Disapproved requests will not be considered sufficient to meet
the performance benchmark and shall not constitute a Reservation of Funds;
(13) Not proceed or allow a contractor to proceed with construction, including demolition, on any
Project or Development without first completing the required environmental clearance procedures,
preconstruction conference and receiving notice to proceed, if applicable, and execution of grant
agreement or loan closing with the Department, whichever is applicable;
(14) Submit any Program Income received by the CA, RSP or Development Owner to the Department
within ten (10) business days of receipt. Return any refunds to the Department's accounting division and
include a written explanation of the return of funds, the Contract number, name of CA, RSP, or
Development Owner, Project address and Project number referenced on the check;
| (15) Submit required documentation, for project completion reports no later than sixty (60) thirty—{(30}
days after the completion of the Project;
(16) For Contract awards, submit certificate of Contract Completion within ten (10) business days of the
| Department's request; ane
(17) Submit to the Department reports or information regarding the operations related to HOME funds
| provided by the Department; and-
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(18) If required by state or federal law, place the appropriate bonding requirement in any contract or
subcontract entered into by the CA, RSP, or Development Owner Administrator-in connection with a
HOME award.

823.29.Resale and Recapture Provisions.
(a) The Department has elected to utilize the recapture provision under 24 CFR 892.254(a)(5)(ii) as its
primary method of recapturing HOME funds.

(b) The Department has established the recapture provisions described in paragraphs (1) - (4) of this
subsection to ensure affordability as defined in 24 CFR 892.254(a)(5)(ii).

(1) In the event that a federal affordability period is required and the assisted property is rented or
leased, or otherwise ceases to be the Principal Residence of the Household, the forgiveness of the Loan,
if applicable, will cease and the entire HOME investment is subject to recapture.

(2) In the event that a federal affordability period is required and the unit is sold, including through a
short sale or foreclosure, prior to the end of the affordability period, the Department will recapture the
shared net proceeds available based on the requirements of 24 CFR 892.254 and as outlined in the
State's Consolidated Plan.

(3) The Household can sell the unit to any willing buyer at any price.

(4) If there are no net proceeds from the sale, no repayment will be required of the Household and the
balance of the loan shall be forgiven as outlined in the State's applicable Consolidated Plan.

(c) The Department has established the resale provisions described in paragraphs (1) - (7) of this
subsection, in the event that the Department must impose the resale provisions of 24 CFR 892.254(a)(i).

(1) Resale is defined as the continuation of the affordability period upon the sale or transfer, rental or
lease, refinancing, or the initial Household is no longer occupying the property as their Principal
Residence.

(2) In the event that a federal affordability period is required and the assisted property is rented or
leased, or is otherwise ceases to be the Principal Residence of the initial Household, the entire HOME
investment must be repaid.

(3) In the event that a federal affordability period is required and the assisted property is sold,
foreclosed, or transferred in lieu of foreclosure to a qualified low income buyer at an affordable price,
the HOME loan balance shall be transferred to the subsequent qualified buyer and the affordability
period shall remain in force to the extent allowed by law.

(4) The resale provisions shall remain in force from the date of the-legal-documents-are-executed-at-loan
closing until the expiration of the required affordability period.

(5) The Household is required to sell the home at an affordable price to a reasonable range of low
income homebuyers that will occupy the home as their Primary Residence.

(A) The seller will be afforded a fair return on investment defined as the sum of down payment and
closing costs paid from the initial seller's cash at purchase, closing costs paid by the seller at sale, the
principal payments only made by the initial homebuyer in excess of the amount required by the loan,
and any documented capital improvements in excess of $500.

(B) Fair return on investment is paid to the seller at sale once first mortgage debt is paid and all other
conditions of the initial written agreement are met. In the event there are no funds for fair return, then
fair return does not exist. In the event there are partial funds for fair return, then the appropriate partial
fair return shall remain in force.
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(6) The appreciated value is the affordable sales price less first mortgage debt less fair return.

(A) If appreciated value is zero, or less than zero, then no appreciated value exists.

(B) The initial homebuyer's initial investment of down payment and closing costs divided by the
Department's HOME investment equals the percentage of appreciated value that shall be paid to the
initial homebuyer. The balance of appreciated value shall be paid to the Department.

(7) The property purchased by the initial homebuyer will be encumbered with a deed restriction for the
full affordability period.

(d) In the event that a federal affordability period is not required and the housing unit transfers by
devise, descent, or operation of law upon the death of the assisted homeowner, forgiveness of
installment payments under the loan may continue until maturity or the grant amount under the
conditional grant agreement may be forgiven, if the heir or remainderman Household qualifies for
assistance in accordance with this chapter.

(e) Forgiveness of installment payments under the loan may continue until maturity or the grant amount

under conditional grant agreement may be forgiven if the housing unit is sold by the decedent's estate to
a purchasing Household that qualifies for assistance in accordance with this chapter.
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Attachment H: Preamble and adoption of new 10 TAC Chapter 23, Subchapter C, Single Family
HOME Program Rule

The Texas Department of Housing and Community Affairs (the "Department”) adopts new 10 TAC
Chapter Subchapter C, §823.30 — 23.32, concerning administration of the Homeowner Rehabilitation
Assistance Program Activity are adopted with change to the proposed text as published in the August
10, 2012, issue of the Texas Register (37 TexReg 5919).

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS:

Comments were accepted from August 10, 2012 through September 10, 2012, with comments received
from: (1) Langford Community Management Services, Inc; (2) GrantWorks, Inc.; (4) Texas
Manufactured Housing Association; and (6) City of Midland.

The comments and responses include both administrative clarifications and corrections to the rule
recommended by Staff and substantive comments on the rule and the corresponding Departmental
responses. After each comment title, numbers are shown in parentheses. These numbers refer to the
person or entity that made the comment as reflected in the Addendum. If comment resulted in
recommended language changes to the draft rule as presented to the Board in July, such changes are
indicated.

§23.30. Homeowner Rehabilitation Assistance (HRA) Program Threshold and Selection Criteria.
Staff made non-substantive corrections, including amended language in paragraph (1) to clarify
provision, by deleting the word “waived” and adding “not effective”:

(1) The requirements of this section are not effective until December 31, 2013.

§23.30(1)(A) — (C). Match. (1) (2)

COMMENT SUMMARY: Commenter’s (1) and (2) suggested more generous match levels for Cities
and Counties when match is required.

For Cities: 1-5,000 population - Zero Match; 5,001+ population - 1 percent Match for every 1,000 in
population to a max of 12 percent match. For Counties: 1-25,000 unincorporated population - Zero
Match; 25,000+ unincorporated population - 1 percent match for every 10,000 in population to a max of
12 percent match.

STAFF RESPONSE: Match is waived for all HOME activities until December 31, 2013, unless Match
is counted towards application threshold points. Staff agreed with the commenters and recommends the
match levels to be reduced as recommended.
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§23.31.Homeowner Rehabilitation Assistance (HRA) Program Requirements.
Staff made non-substantive corrections.

823.31(b)(3) and (h). Homeowner Rehabilitation Assistance (HRA) Program Requirements; and
Figure (j) Re-payable loans. (1)(2)

COMMENT SUMMARY: Commenter’s (1) and (2) recommend elimination of the requirement to repay
HOME assistance for homeowners when HOME funds take out the first lien or when the homeowner’s
income is greater than 60 percent of Area Median Income.

STAFF RESPONSE: Rider 5 of the General Appropriations Act requires the Department to adopt a goal
of no less than $30 million dollars of the funds available from HOME, Housing Trust Funds, Section 8
and the Housing Tax Credit Program’s total funds towards housing assistance for households with
income less than 30 percent of Area Median Income (AMI). No less than 20 percent of funds available
shall be spent on individuals between 31 and 60 percent of AMI. Allowing assistance in the form of a
grant allows the funds to be targeted to lower income households to assist in meeting the Rider 5
requirements. Staff does not recommend any changes based on these comments.

§23.31(d). Direct Project Costs. (4)(6)

COMMENT SUMMARY:: The proposed rules increase the direct project cost for stick built construction
from $80,000 to $85,000. The cost for a replacement MHU stayed constant at $65,000. Commenter (4)
recommended the MHU replacement maximum should be equal to the direct project cost for stick built
replacements to allow greater owner choice and comparison of options. Commenter (6) proposes that
Direct Project Costs of stick built homes be increased to $100,000 or $85/square foot and the cost of
demolition be excluded from the costs.

STAFF RESPONSE: In response to Commenter (4), the MHU replacement cap provides a comparable
sized unit to a stick built unit and, thus, staff recommends no change based on this comment. In response
to Commenter (6), staff is aware of increased construction costs in certain areas of the state, but due to a
current lack of a generally accepted standard in these areas regarding building costs per square foot, we
do not recommend increasing the construction cap at this time. Staff recommends no change, based on
this comment at this time, but will conduct more research in this area for future consideration. Staff
made non-substantive corrections to this section.

823.31(e). Allowance for Accessibility Site Work. (6)

COMMENT SUMMARY:: Up to an additional $5,000 is allowed to provide additional site work related
to accessibility features necessary if the house is located more than 50 feet from a paved street or if the
house is elevated. Commenter (6) suggested the increase be limited to $30 per linear foot rather than up
to $5,000.

STAFF RESPONSE: Staff agrees that the cost of sidewalks can vary greatly, however these funds may
be used for other items such as pads and ramps. Staff does not recommend any changes based on these
comments.

§23.31(f)(2). Soft Cost for MHUSs. (4)

COMMENT SUMMARY: The proposed rules increase the soft cost for stick built construction from
$7,000 to $9,000 per housing unit. The soft cost for MHU replacement remained constant at $3,500 per
housing unit. Commenter (4) recommends the soft costs for MHU replacement are increased equal to
the soft costs allowed under stick built construction to allow greater consumer option and benefit.
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STAFF RESPONSE: The contract management activities of a replacement MHU are not as extensive
and do not require the same level of oversight expense as required of a stick built dwelling, therefore,
Staff does not recommend any changes based on these comments.

§23.32(a)(7). Demolition costs. (1)

COMMENT SUMMARY: Commenter (1) questioned whether or not HOME funds could be used for
the cost of demolition for all HOME activities or just when relocation is involved with Homeowner
Rehabilitation Assistance.

STAFF RESPONSE: Staff recommended a few technical corrections to the proposed rule posted in the
July 26 board book, and were read into the record at the July 26, 2012 Board Meeting. These corrections
were included in the official publication of the rules published in the Texas Register on August 10, 2012.
The official copy of the rules clarifies that HOME funds can be used for the cost of demolition for all
HOME activities, not just when relocation is involved with Homeowner Rehabilitation Assistance.
Therefore, staff does not recommend any changes based on this comment.

823.32(a)(14) Real Estate Appraisals. (1)(2)

COMMENT SUMMARY': Commenter’s (1) and (2) state that Real Estate appraisals to establish after-
rehabilitation value are costly and real estate appraisers are limited in rural areas. Commenter (2)
suggests adding the actual construction bid to the lot value from the appraisal district to establish the
after-rehabilitation value for the after-rehabilitation property.

STAFF RESPONSE: The after-rehabilitation value is required to satisfy federal requirements. Staff
agrees there are several methods to establish the after-rehabilitation value and recommends an
amendment to the language as follows:

(14) appraisal or other valuation method approved by TDHCA which establishes the post rehabilitation
or reconstruction value of improvements for Projects involving construction; and

823.32(c)(6). Certified copies of documents. (2)

COMMENT SUMMARY: Originals of the Grant Agreement and other loan document must be provided
to the Department to disperse funds. Commenter (2) requested the Department allow dispersal of funds
with certified copies of the documents.

STAFF RESPONSE: 823.32(c) states that the paragraphs (1) - (11) may be required when a request for
disbursement is made. The language allows for flexibility in extenuating circumstances. Staff does not
recommend any changes based on these comments.

The Board approved the final order adopting the new sections including non-substantive technical
corrections, on October 6, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules.

823.30.Homeowner Rehabilitation Assistance (HRA) Program Threshold and Selection Criteria.

All Applicants and Applications must submit or comply with this section.

(1) The requirements of this section are not effectivewaived-_until December 31, 2013. Any Projects
submitted to the Department under a Reservation Agreement or Contract awarded prior to December 31,
2013 will not be required to provide Match as outlined in this section, except for Match that is proposed
to meet Application threshold criteria. An itemized schedule of the proposed Match and evidence to
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support the Applicant's ability to provide the required Match is required at the time of submission. For
Applications submitted to become an RSP, the Department may withhold disbursements if after every
four reservations sufficient Match documentation has not been provided. The Department shall use
population figures from the most recently available U.S. Census to determine the applicable tier for an
Application. The Department may incentivize or provide preference to Applicants committing to
provide additional Match above the requirement of this subsection. Such incentives may be established
in the form of a threshold or selection criteria and may be different for each Activity. Except for
Applications for disaster relief, Match shall be required based on the tiers described in subparagraphs
(A) - (C) of this paragraph:

(A) zero percent of Project funds is required as match if serving a city of less than 5,000 3,060- Persons
or an unincorporated area of a county whose population in the total unincorporated area of the county is
with-less than 25,00020,006 -Persons;

(B) one percent Match for every 1,000 in population to a maximum of 12 percent match for projects in

or contracts servmq cities Wlth a populatlon qreater than 5, 000 and—ten—pereent—ef—tlrejeet—funds—#

(C) one percent Match for every 10,000 in population in the total unincorporated area of the county to a
maximum of 12 percent match for pr0|ects in_or_contracts servmq the unincorporated area of a

(2) Documentatlon of a commltment of at least $80,000 or for a Contract award 80 percent of the award
amount, whichever is less, in cash reserves to facilitate administration of the program and to ensure the
capacity to cover costs prior to reimbursement or costs determined to be ineligible for reimbursement.
Evidence of this commitment and the amount of the commitment must be included in the Applicant's
resolution. To meet this requirement, Applicants must submit:

(A) financial statements indicating adequate local unrestricted cash or cash equivalents to utilize as cash
reserves and a letter from the Applicant's bank(s) or financial institution(s) indicating that current
account balances are sufficient; or

(B) evidence of an available line of credit or equivalent in an amount equal to or exceeding the
requirement in subparagraph (A) of this paragraph; or

(C) the Certified Public Accountant (CPA) opinion letter from the most recent audit and a statement
from the CPA that indicates, based on past experience with grant programs and past audits, the applicant
has in place the best practices and financial capacity necessary in order to effectively administer a
HOME Program award.

(3) Housing construction plans must meet the requirements of Chapter 20 of this title (relating to Single
Family Programs Umbrella Rule).

(A) The Department will reimburse only for the first time a set of architectural plans are used, unless
any subsequent site specific fees are paid to a Third Party architect, or a licensed engineer; and

(B) A Notice of funding Availability (NOFA) may include incentives or otherwise require architectural
plans to incorporate "green building" elements.

§23.31.Homeowner Rehabilitation Assistance (HRA) Program Requirements.

(a) Eligible Projects are limited to:

(1) the Rehabilitation or Reconstruction of existing owner-occupied housing on the same site. The
Rehabilitation of a Manufactured Housing Unit (MHU) is not an eligible Project;
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(2) the New Construction of site-built housing on the same site to replace an existing owner-occupied
MHU;

(3) the replacement of existing owner-occupied housing with an MHU or New Construction of site-built
housing on another site contingent upon written approval of the Department;

(4) if housing unit is uninhabitable as a result of disaster or condemnation by local government, the
Household is eligible for the New Construction of site-built housing or an MHU under this section
provided the assisted Household documents that the housing unit was previously their Principal
Residence through evidence of a homestead exemption from the local taxing jurisdiction and Household
certification; or

(5) if allowable under the NOFA, the refinance of an existing mortgage meeting the federal requirements
at 24 CFR §92.206(b) and any additional requirements in the Notice of Funding Availability (NOFA).

(b) If a housing unit has an existing mortgage loan and Department funds are provided in the form of a
loan, the Department will require a first lien if the loan has an outstanding balance that is less than the
investment of HOME funds and any of the statements described in paragraphs (1) - (3) of this subsection
are true:

(1) a federal affordability period is required; or

(2) any existing mortgage has been in place for less three (3) years from the date the Household applies
for assistance; or

(3) the HOME loan is structured as a repayable loan.

(c) The Household must be current on any existing mortgage loans or home equity loans. If the
Department's assistance is provided in the form of a loan, the property cannot have any existing home
equity loan liens.

(d) Direct Project Costs, exclusive of Match funds, and are limited to:

(1) Reconstruction and New Construction of site-built housing: Fhe-the lesser of $78 per square foot or
$85,000, or for Households of six or more Persons the lesser of $78 per square foot or $90,000;

(2) replacement with an MHU: $65,000;

(3) rehabilitation that is not Reconstruction: $40,000; and

(4) refinancing of existing mortgages: in addition to the costs limited under paragraphs (1) - (3) of this
subsection, the cost to refinance an existing mortgage is limited to $35,000. To qualify, a Household's
current total housing payment must be greater than 30 percent of their monthly gross income or their
total monthly recurring debt payments must be greater than 45 percent of their gross monthly income.

(e) In addition to the Direct Project Costs allowable under subsection (d) of this section, up to $5,000
will be allowed in Direct Project Costs for additional sitework related to accessibility features if the
house will be located more than 50 feet from the nearest paved roadway or if the house is being elevated
above the floodplain.

(F) Project soft costs are limited to:

(1) Reconstruction or New Construction: no more than $9,000 per housing unit;

(2) replacement with an MHU: no more than $3,500 per housing unit;

(3) rehabilitation that is not Reconstruction: $5,000 per housing unit. This limit may be exceeded for
lead-based paint remediation and only upon prior approval of the Division Director. The costs of testing
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and assessments for lead-based paint are not eligible Project soft costs for housing units that are
Reconstructed or if the existing housing unit was built after December 31, 1977; and

(4) third-party Project soft costs related to loan closing requirements, such as appraisals, title reports or
insurance, tax certificates, recording fees, and surveys are not subject to a maximum per Project.

(9) Funds for Administrative costs are limited to no more than 4 percent of the Direct Project Costs,
exclusive of Match funds.

(h) In the instances described in paragraphs (1) - (4) of this subsection, the assistance to an eligible
Household shall be in the form of a loan in the amount of the Direct Project Costs excluding Match
funds. If the Household is at or below 60 percent area median family income (AMFI), the loan will be at
zero percent interest and include deferral of payment and annual pro-rata forgiveness with a term based
on the federal affordability requirements as defined in 24 CFR 892.254. If the Household is above 60
percent AMFI but at or below 80 percent AMFI, the assistance to the Household will be a zero percent
interest repayable with a 30-year term.

(1) An MHU being replaced with newly constructed housing (site-built) on the same site;

(2) Any housing unit being replaced on an another site;

(3) Any housing unit that is being relocated out of the floodplain or replaced due to uninhabitability as
allowed under subsection (a)(4) of this section; and

(4) Any Project that requires a federal affordability period.

(i) For any Project involving refinancing described in subsection (d)(4) of this section, the HOME funds
used for refinancing shall be structured as a fully amortizing, repayable loan at zero percent interest. The
loan term shall be calculated by setting the total estimated housing payment (including principal,
interest, property taxes, insurance, and any other homebuyer assistance), equal to 20 percent of the
Household's gross monthly income. The term shall not exceed thirty (30) years. Total debt service
(back-end ratio) may not exceed 45 percent. Any Direct Project Costs, exclusive of refinancing costs
and Match funds, shall be structured as a deferred, forgivable loan with a 15-year term.

(3 In all other instances not described in subsections (h) and (i) of this section, the assistance to an
eligible Household may be in the form of a loan or grant agreement in the amount of the Direct Project
Costs exclusive of Match funds with an affordability term based on the Household's AMFI as reflected
in Figure: 10 TAC §23.31(j).

Figure: 10 TAC §23.31(j)

AMFI Form of Assistance

zero percent interest, 5-year deferred, forgivable loan,
<30 percent AMFI or grant agreement.

zero percent interest, 10-year deferred, forgivable
>30 percent and 50 percent AMFI loan, or grant agreement.

zero percent interest, 15-year deferred, forgivable
>50 percent and 60 percent AMFI loan, or grant agreement.

zero percent interest, 15-year affordability period, 30-
>60 percent and 80 percent AMFI year term repayable loan term
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(K) To ensure affordability, the Department will impose resale and recapture provisions established in
this chapter.

() For Reconstruction and New Construction, site-built housing units must meet or exceed the 2000
International Residential Code and all applicable local codes and standards. In addition, housing that is
Rehabilitated under this chapter must meet the Texas Minimum Construction Standards (TMCS) and all
other applicable local codes, rehabilitation standards, ordinances, and zoning ordinances in accordance
with this chapter.

823.32.Homeowner Rehabilitation Assistance (HRA) Administrative Requirements.

() Commitment or Reservation of Funds. The Contract Administrator (CA) or Reservation System
Participant (RSP) must submit the true and complete information, certified as such, with a request for
the Commitment or Reservation of Funds as described in paragraphs (1) - (15) of this subsection:

(1) head of Household name and address of housing unit for which assistance is being requested,;

(2) a budget that includes the amount of Project funds specifying the acquisition costs, construction
costs, soft costs and administrative costs requested, a maximum of 5 percent of hard construction costs
for contingency items, proposed Match to be provided, evidence that Direct Project Cost and soft cost
limitations are not exceeded, and evidence that any duplication of benefit is addressed,

(3) verification of environmental clearance;

(4) a copy of the Household's intake application on a form prescribed by the Department;

(5) certification of the income eligibility of the Household signed by the CA or RSP and all Household
members age 18 or over, and including the date of the income eligibility determination. In instances
where the total Household income is within $3,000 of the 80 percent AMFI, all documentation used to
determine the income of the Household,;

(6) provide written consent from all Persons who have a valid lien or ownership interest in the Property
for the rehabilitation or reconstruction Projects;

(7) in the instance of relocation and in accordance with §23.31(a)(3) of this chapter (relating to
Homeowner Rehabilitation Assistance (HRA) Program Requirements), the Household must document
Homeownership of the existing unit to be replaced and must establish Homeownership of the lot on
which the replacement housing unit will be constructed. The Household must agree to the demolition of
the existing housing unit. HOME Project funds cannot be used for the demolition of the existing unit and
any funding used for the demolition is not eligible Match; however, solely for a Project under this
paragraph, the CA or RSP Match obligation may be reduced by the cost of such demolition without any
Contract amendment;

(8) identification of any Lead-Based Paint (LBP);

(9) for housing units located within the 100-year floodplain, a quote for the cost of flood insurance and
certification from the Household that they understand the flood insurance requirements;

(10) consent to demolish from any existing mortgage lien holders and consent to subordinate to the
Department's Loan, if applicable;

(11) if applicable, documentation to address or resolve any potential conflict of interest, identity of
interest, duplication of benefit, or floodplain mitigation;

(12) a title commitment or policy or a down date endorsement to an existing title policy, and the actual
documents, or legible copies thereof, establishing the Household's ownership, such as a warranty deed or
ninety-nine (99) year leasehold. For assistance provided in the form of a grant agreement, a title report
may be submitted in lieu of a title commitment or policy. In instances of an MHU, a Statement of
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Ownership and Location (SOL) must be submitted. Together, these documents must evidence the
definition of Homeownership is met;

(13) tax certificate that evidences a current paid status, and in the case of delinquency, evidence of an
approved payment plan with the taxing authority and evidence that the payment plan is current;

(14) appraisal or other valuation method approved by TDHCA which establishes the ineludes—post
rehabilitation or reconstruction value of improvements for Projects involving construction; and

(15) any other documentation necessary to evidence that the Project meets the program requirements.

(b) Loan closing or grant agreement. The CA or RSP must comply with or submit the documents
described in paragraphs (1) - (3) of this subsection, with a request for the preparation of loan closing or
grant agreement as applicable, with the request for the Commitment or Reservation of Funds:

(1) a title commitment or title policy that expires prior to execution of closing must be updated at closing
and must not have any adverse changes in order to close. An updated title report is not required for grant
agreements;

(2) in the instances of replacement with an MHU, information necessary to draft loan documents or
grant agreements to issue SOL; and

(3) life event documentation, as applicable, and all information necessary to prepare any applicable
affidavits such as marital status and heirship.

(c) Disbursement of funds. The CA or RSP must comply with all of the requirements described in
paragraphs (1) - (11) of this subsection, for a request for disbursement of funds to reimburse eligible
costs incurred. Submission of documentation related to the CA's or RSP's compliance with requirements
described in paragraphs (1) - (11) of this subsection, may be required with a request for disbursement:
(1) for construction costs associated with a loan, a down date endorsement to the title policy not older
than the date of the last disbursement of funds or forty-five (45) days, whichever is later. For release of
retainage the down date endorsement must be dated at least thirty (30) days after the date of construction
completion;

(2) for construction costs associated with a grant agreement, an interim lien waiver or final lien waiver.
For release of retainage the final lien waiver must be dated at least thirty (30) days after the date of
construction completion;

(3) if applicable, up to 50 percent of Project funds for a Project may be drawn before providing evidence
of Match. Thereafter, each CA or RSP must provide evidence of Match, including the date of provision,
in accordance with the percentage of Project funds disbursed,

(4) property inspections, including photographs of the front and side elevation of the housing unit and at
least one picture of the kitchen, family room, one of the bedrooms and one of the bathrooms with date
and property address reflected on each photo. The inspection must be signed and dated by the inspector
and CA or RSP;

(5) certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided, no Person that would benefit from the award of HOME
funds has provided a source of Match or has satisfied the Applicant's cash reserve obligation or made
promises in connection therewith; that each request for disbursement of HOME funds is for the actual
cost of providing a service and that the service does not violate any conflict of interest provisions;

(6) the executed grant agreement or original, executed, legally enforceable loan documents and
statement of location, if applicable, for each assisted Household containing remedies adequate to enforce
any applicable affordability requirements. Original documents must evidence that such agreements have
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been recorded in the real property records of the county in which the housing unit is located and the
original documents must be returned, duly certified as to recordation by the appropriate county official.
(7) expenditures must be allowable and reasonable in accordance with federal, state, and local rules and
regulations. The Department shall determine the reasonableness of each expenditure submitted for
reimbursement. The Department may request CA or RSP to make modifications to the disbursement
request and is authorized to modify the disbursement procedures set forth herein and to establish such
additional requirements for payment of HOME funds to CA or RSP as may be necessary or advisable
for compliance with all Program Rules;

(8) the request for funds for Administrative costs must be proportionate to the amount of Direct Project
Costs requested or already disbursed,;

(9) include the withholding of ten percent of hard construction costs for retainage. Retainage will be
held until at least thirty (30) days after completion of construction;

(10) for final disbursement requests, submission of documentation required for Project completion
reports and evidence that the demolition or, if an MHU, salvage and removal of all dilapidated housing
units on the lot occurred for Newly Constructed or Rehabilitated housing unit, certification or other
evidence acceptable to Department that the replacement house, whether site-built or MHU, was
constructed or placed on and within the same lot for which ownership was established and on and within
the same lot secured by the loan or grant agreement, if applicable, and evidence of floodplain mitigation;
and

(11) the final request for disbursement must be submitted to the Department with support documentation
no later than sixty (60) days after the termination date of the Contract in order to remain in compliance
with Contract and eligible for future funding. The Department shall not be obligated to pay for costs
incurred or performances rendered after the termination date of a Contract.
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Attachment I: Preamble and adoption of new 10 TAC Chapter 23, Subchapter D, Single Family
HOME Program Rule

The Texas Department of Housing and Community Affairs (the "Department”) adopts new 10 TAC
Chapter Subchapter D, 8823.40 — 23.42, concerning administration of the Homebuyer Assistance
Program Activity, with changes to the proposed text as published in the August 10, 2012, issue of the
Texas Register (37 TexReg 5922).

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS:

Comments were accepted from August 10, 2012 through September 10, 2012, with comments received
from (3) Midland Habitat for Humanity; (5) Resource Management and Consulting Co; (7) Hunter and
Hunter Consultants, Inc.; (9) Texas Associations of Community Development Corporations; (10)
Disability Advisory Workgroup; and (11) Easter Seals.

The comments and responses include both administrative clarifications and corrections to the rule
recommended by Staff and substantive comments on the rule and the corresponding Departmental
responses. After each comment title, numbers are shown in parentheses. These numbers refer to the
person or entity that made the comment as reflected in the Addendum. If comment resulted in
recommended language changes to the draft rule as presented to the Board in July, such changes are
indicated.

§23.40(1). Match Requirements. (7)

COMMENT SUMMARY: Commenter (7) recommends the match requirement be permanently removed
from the HBA program due to the difficulty Administrators have in identifying sources of match funds
under the HBA program.

STAFF RESPONSE: Match is a federal requirement under the HOME program. The Department
currently has match in excess of the amount necessary to meet the federal requirements and has the
ability to waive the match requirements. The Match requirement should periodically be reviewed and
annualized and a permanent waiver is not recommended. Staff does not recommend any changes based
on these comments.

§23.41(c)(4). First Lien Purchase Loans. (7)

COMMENT SUMMARY: Commenter (7) recommends deletion of this paragraph because the language
conflicts with other provisions of the section.

STAFF RESPONSE: Staff agrees that this language appears to conflict with other provisions in this
section and recommends removal of this provision.
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§23.41(c)(5). Debt to income ratios. (7)

COMMENT SUMMARY: The total debt to income ratios or back end ratios for non-conforming
mortgage loans cannot exceed 45 percent. Commenter (7) recommends the back end ratio to equal the
FHA approved debt to income ratio:

STAFF RESPONSE: HUD requires the Department to establish underwriting standards and criteria for
HOME programs. This section applies only to non-conforming first lien mortgages. The adoption of a
standard 45 percent back end ratio for non-conforming loans protects program funds and complies with
HUD requirements. Staff does not recommend any changes based on these comments.

823.41(c)(5) Fees Charged to First Lien Mortgage Lenders (7)

COMMENT SUMMARY: Commenter (7) suggested the following modified language to replace the
existing proposed language of this subsection of the rule.

(5) Fees charged by third party mortgage lenders are limited to the greater of 2 percent of the mortgage
loan amount of $3,500, including but not limited to origination, application, and /or underwriting fees.
Fees associated with the origination of Single Family Mortgage Revenue Bond and Mortgage Credit
Certificate programs will not be included in the limit. Fees paid to parties other than the first lien lender
and reflected on the HUD-1 will not be included in the limit. Fees collected by the first lien lender at
closing to be paid to other parties by the first lien lender that are supported by an invoice and reflected
on the HUD-1 will not be included in the limit.

STAFF RESPONSE: Staff agreed with commenter and recommends the modified language as
suggested.

§23.41(d)(1) and §23.71(i)(2). Front End Ratios. (3)(5)(7)(9)(10)(11)

COMMENT SUMMARY: The amount of down payment assistance provided under the home buyer
assistance program is restricted to the amount necessary such that the total housing payment is at least
20 percent of the applicant’s gross income. Commenter (3) recommends eliminating or reducing the
front end ratio to 15 percent of the gross income of applicants requesting down payment assistance.
Commenter (5), (7), and (9) recommend elimination or reduction of the ratio of income to total house
payment (front end ratio) or allow the FHA approved debt ratios or the first lien lender to determine both
the front and back end ratios according to their lending requirements. Commenter’s (5) and (9) suggest
the ratio be reduced from 20 percent to 15 percent. Commenter (11) recommended elimination of the
front end ratio altogether. Commenter (7) recommended an alternative suggestion that HOME down
payment assistance is offered equal to 20 percent of the sales price up to a maximum of $20,000. In
addition it is suggested that the HOME assistance be calculated prior to the addition of other down
payment assistance or forgiveness of loans. Commenter (10) requested a waiver of the front end ratio
to accommodate very low income households.

STAFF RESPONSE: The front end ratio was established in the 2010 HOME Rules at 25 percent of
gross monthly income to satisfy HUD’s requirement in 24 C.F.R. §92.250 that HOME funds are used
prudently and do not result in more subsidy than necessary to make the unit affordable to the
homebuyer. The HOME rule which was published for comment and which is presented for final
adoption reduced the required front-end ratio to from 25 percent to 20 percent of gross monthly income
in response to comments received by administrators prior to the rule making process. Staff does not
recommend further reduction of the front-end ratio. No support documentation was provided by
Commenter (3) to indicate that a reduction of the front end ratio to 15 percent is reasonable and
necessary to assist low income homebuyers. Staff does not recommend that assistance be based on a
percentage of the purchase price of the unit because that method does not account for individual
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circumstances and loan terms. Staff does not recommend waivers of the front end ratio for very low
income households when the 20 percent front end ratio is lower than the standard established in the
rental industry of 30 percent. HUD has determined that it is reasonable and affordable in rental housing
programs which target very low and extremely low income households, such as the Section 8 Housing
Choice Voucher Program for households to pay 30 percent of their income towards rent. Staff does not
recommend any changes based on these comments.

§23.41(e)(1). Soft Costs. (7)

COMMENT SUMMARY: The closing costs associated with the Home Buyer Assistance Program are
limited to $1,500. Commenter (7) suggested the soft costs be increased to $1,800.

STAFF RESPONSE: The Commenter recommended increasing soft cost which will increase fees
charged by consultants and Contract Administrators but offered no reasons to support the increase. Staff
does not recommend any changes based on these comments.

823.42. Homebuyer Assistance (HBA) Administrative Requirements.
Staff made non-substantive corrections.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules.

823.40.Homebuyer Assistance (HBA) Threshold and Selection Criteria.

All Applicants and Applications must submit or comply with this section.

(1) The requirements of this section are waived until August 31, 2013. Any Projects submitted to the
Department under a Reservation Agreement or Contract awarded prior to December 31, 2013 will not be
required to provide Match as outlined in this section, except for Match that is proposed to meet
Application threshold criteria. An itemized schedule of the proposed Match and evidence to support the
Applicant's ability to provide the required Match must be submitted. The Department may not require
such support at the time an Application is submitted when the funds are made available under a
reservation system. Except for Applications for disaster relief and Persons with Disabilities set-asides,
the amount of Match required must be at least 5 percent of Project funds requested. The Department
may incentivize or provide preference to Applicants committing to provide additional Match above the
requirement of this subsection. Such incentives may be established in the form of a threshold or
selection criteria and may be different for each Activity.

(2) Documentation of a commitment of at least $80,000 or for a Contract award, 100 percent of the
award amount, whichever is less, in cash reserves to facilitate administration of the program and to
ensure the capacity to cover costs prior to reimbursement or costs determined to be ineligible for
reimbursement. Evidence of this commitment and the amount of the commitment must be included in
the Applicant's resolution. To meet this requirement, Applicants must submit:

(A) financial statements indicating adequate local unrestricted cash or cash equivalents to utilize as cash
reserves and a letter from the Applicant's bank(s) or financial institution(s) indicating that current
account balances are sufficient; or

(B) evidence of an available line of credit or equivalent in an amount equal to or exceeding the
requirement in subparagraph (A) of this paragraph; or

(C) the Certified Public Accountant (CPA) opinion letter from the most recent audit and a statement
from the CPA that indicates, based on past experience with grant programs and past audits, the applicant
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has in place the best practices and financial capacity necessary in order to effectively administer a
HOME Program award.

823.41.Homebuyer Assistance (HBA) Program Requirements.
(a) Eligible activities are limited to the acquisition or acquisition and Rehabilitation for accessibility
modifications of single family housing units.

(b) The Household must complete a homebuyer counseling program/class.

(c) First lien purchase loans must comply with the requirements described in paragraphs (1) - (8) of this
subsection:

(1) No adjustable rate mortgage loans or temporary interest rate buy-down loans are allowed;

(2) No first lien mortgage loans with a total loan to value equal to or greater than 100 percent are
allowed,

(3) No Subprlme Mortgage Loans are aIIowed

mertgage—loan&may—net—exeeed%%@& For Nonconformlng Mortgage Loans the debt to income ratlo

(back-end ratio) may not exceed 45 percent;
(5){6) Fees charged by third party mortgage lenders are limited to the greater of 2 percent of the

mortgage loan amount of $3,500, including but not limited to origination, application, and /or
underwriting fees. Fees associated with the origination of Single Family Mortgage Revenue Bond and
Mortgage Credit Certificate programs will not be included in the limit. Fees paid to parties other than the
first lien lender and reflected on the HUD-1 will not be included in the limit. Fees collected by the first
lien lender at closing to be paid to other parties by the first lien lender that are supported by an invoice

and reflected on the HUD 1 WI|| not be mcIuded in the I|m|t —Feeseeoneeted—by—theilrst—lten—lender—at

7 (6) No identity of interest relationship between the lender and the Household is allowed; and

8)-(7) If an identity of interest exists between the Household and the seller, the Department may require
additional documentation that evidences that the sales price is equal to or less than the appraised value
of the property as documented by a Third-Party appraisal ordered by the first lien lender. If an identity
of interest exists between the builder and Contract Administrator (CA) or Reservation System
Participant (RSP), the CA or RSP must provide documentation that evidences that the sales price does
not provide for a profit of more than 15 percent of the total hard construction costs and does not exceed
the current appraised value as documented by a Third-Party appraisal ordered by the first lien lender.

(d) Direct Project Costs, exclusive of Match funds, are limited to:

(1) acquisition and closing costs: the lesser of $20,000 or the amount necessary as determined by an
affordability analysis that evidences the total estimated housing payment (including principal, interest,
property taxes, insurance, and any other homebuyer assistance) is no less than 20 percent of the
Household's gross monthly income based on a thirty (30) year amortization schedule. If the estimated
housing payment will be less than 20 percent, the Department shall reduce the amount of downpayment
assistance to the homebuyer such that the total estimated housing payment is no less than 20 percent of
the homebuyer's gross income; and
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(2) rehabilitation for accessibility modifications: $20,000; and
(3) the amount necessary to acquire the home and make accessibility modifications (funds may not be
disbursed to the Household at closing).

(e) Project soft costs are limited to:
(1) acquisition and closing costs: no more than $1,500 per housing unit; and
(2) rehabilitation for accessibility modifications: $5,000 per housing unit.

(F) Funds for Administrative costs are limited to no more than 4 percent of the Direct Project Costs,
exclusive of Match funds.

(9) The assistance to an eligible Household shall be in the form of a loan in the amount of the Direct
Project Costs, excluding Match funds. The loan will be at zero percent interest and include deferral of
payment and annual pro-rata forgiveness with a term based on the federal affordability requirements as
defined in 24 CFR 8§92.254.

(h) Any forgiveness of the Loan occurs upon the anniversary date of the Household's continuous
occupancy as its Principal Residence and continues on an annual pro-rata basis until maturity of the
Loan.

(i) To ensure affordability, the Department will impose the recapture provisions established in this
chapter.

(J) Housing units that will be rehabilitated with HOME funds must meet or exceed the Texas Minimum
Construction Standard (TMCS), as applicable and all applicable codes and standards. In addition,
housing that is Rehabilitated under this chapter must meet all applicable local codes, rehabilitation
standards, ordinances, and zoning ordinances in accordance with the HOME Final Rule. Housing units
that are provided assistance for acquisition only must meet all applicable state and local housing quality
standards and code requirements. In the absence of such standards and requirements, the housing units
must meet the Housing Quality Standards (HQS) in 24 CFR §982.401.

823.42.Homebuyer Assistance (HBA) Administrative Requirements.

(a) Commitment or Reservation of Funds. The CA or RSP must submit true and complete information,
certified as such, with a request for the Commitment or Reservation of Funds, as described in paragraphs
(1) - (12) of this subsection:

(1) Head of Household name and address of housing unit for which assistance is being requested,

(2) A budget that includes the amount of Project funds specifying the acquisition costs, construction
costs, soft costs and administrative costs requested. A maximum of 5 percent of hard construction costs
for contingency items, proposed Match to be provided, evidence that Project and soft cost limitations are
not exceeded, and evidence that any duplication of benefit is addressed;

(3) Verification of environmental clearance;

(4) A copy of the Household's intake application on a form prescribed by the Department;

(5) Certification of the income eligibility of the Household signed by the CA or RSP, and all Household
members age 18 or over, and including the date of the income eligibility determination. In instances the
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total Household income is within $3,000 of the 80 percent area median family income, all
documentation used to determine the income of the Household;

(6) Identification of Lead-Based Paint (LBP);

(7) For housing units located within the 100-year floodplain, a quote for the cost of flood insurance and
certification from the Household that they understand the flood insurance requirements;

(8) Executed sales contract and documentation that the first lien mortgage meets the eligibility
requirements;

(9) If applicable, documentation to address or resolve any potential Conflict of Interest, identity of
interest, or duplication of benefit;

(10) Appraisal which includes post rehabilitation or reconstruction improvements for Projects involving
construction; and

(11) Any other documentation necessary to evidence that the Project meets the program requirements.

(b) Loan closing. The CA or RSP must submit the documents described in paragraphs (1) and (2) of this
subsection, with a request for the preparation of loan closing with the request for the Commitment or
Reservation of Funds:

(1) A title commitment to issue a title policy that evidences the property will transfer with no tax lien,
child support lien, mechanics or materialman's lien or any other restrictions or encumbrances that impair
the good and marketable nature of title to the ownership interest and that the definition of
Homeownership will be met. Commitments that expire prior to execution of closing must be updated at
closing and must not have any adverse changes in order to close; and

(2) A good faith estimate that is, or letter from the lender confirming that the loan terms and closing
costs will be consistent with the executed sales contract, the first lien mortgage loan requirements, and
the requirements of this chapter.

(c) Disbursement of funds. The CA or RSP must comply all of the requirements described in paragraphs
(1) - (10) of this subsection, for a request for disbursement of funds to reimburse eligible costs incurred.
Submission of documentation related to the CA's or RSP's compliance with requirements described in
paragraphs (1) - (10) of this subsection, may be required with a request for disbursement:

(1) For construction costs that are a part of a loan subject to the requirements of this subsection, a down
date endorsement to the title policy not older than the date of the last disbursement of funds or forty-five
(45) days, whichever is later. For release of retainage the down date endorsement must be dated at least
thirty (30) days after the date of construction completion;

(2) If applicable, up to 50 percent of Project funds for a Project may be drawn before providing evidence
of Match. Thereafter, each CA or RSP must provide evidence of Match, including the date of provision,
in accordance with the percentage of Project funds disbursed,

(3) The property inspection must be signed and dated by the inspector and CA, RSP, or Development
Owner;

(4) Certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided, no Person that would benefit from the award of HOME
funds has provided a source of Match or has satisfied the Applicant's cash reserve obligation or made
promises in connection therewith; that each request for disbursement of HOME funds is for the actual
cost of providing a service and that the service does not violate any conflict of interest provisions;

(5) Original, executed, legally enforceable loan documents for each assisted Household containing
remedies adequate to enforce any applicable affordability requirements. Original documents must
evidence that such agreements have been recorded in the real property records of the county in which
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the housing unit is located and the original documents must be returned, duly certified as to recordation
by the appropriate county official. This provision is not applicable for funds made available at the loan
closing;

(6) Expenditures must be allowable and reasonable in accordance with federal, state, and local rules and
regulations. The Department shall determine the reasonableness of each expenditure submitted for
reimbursement. The Department may request CA or RSP to make modifications to the disbursement
request and is authorized to modify the disbursement procedures set forth herein and to establish such
additional requirements for payment of HOME funds to CA or RSP as may be necessary or advisable
for compliance with all program requirements;

(7) The request for funds for Administrative costs must be proportionate to the amount of Direct Project
Costs requested or already disbursed,;

(8) Table funding requests must be submitted to the Department with complete documentation no later
than ten (10) business days prior to the anticipated loan closing date. Such a request must include a draft
settlement statement, title company payee identification information, the Development Owner's
authorization for disbursement of funds to the title company, request letter from title company to the
Texas Comptroller with bank account wiring instructions, and invoices for soft costs being paid at
closing;

(9) For Activities involving Rehabilitation, include the withholding of ten percent of hard construction
costs for retainage. Retainage will be held until at least thirty (30) days after completion of construction
and until submission of documentation required for Project completion reports; and

(10) The final request for disbursement must be submitted to the Department with support
documentation no later than sixty (60) days after the termination date of the Contract in order to remain
in compliance with Contract and eligible for future funding. The Department shall not be obligated to
pay for costs incurred or performances rendered after the termination date of a Contract.
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Attachment J: Preamble and adoption of new 10 TAC Chapter 23, Subchapter E, Single Family
HOME Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts the new 10 TAC
Chapter 23, Subchapter E, 8823.50 — 23.52, concerning administration of the Contract for Deed
Conversion Program Activity. Section 23.51 is adopted with change to the proposed text as published in
the August 10, 2012 issue of the Texas Register (37 TexReg 5924). Sections 23.50 and 23.52 are
adopted without changes and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the new sections were accepted in writing and by fax. No comments were received
concerning the new sections, however, non-substantive corrections were made to §23.51(e)(2) by Staff.

The Board approved the final order adopting the new sections as well as non-substantive corrections, on
October 6, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, 82306.053 which authorizes the Department to adopt rules.

§23.50.Contract for Deed Conversion (CFDC) Threshold and Selection Criteria.

All Applicants and Applications must submit or comply with this section.

(1) Documentation of a commitment of at least $80,000 in cash reserves to facilitate administration of
the program and to ensure the capacity to cover costs prior to reimbursement or costs determined to be
ineligible for reimbursement. Evidence of this commitment and the amount of the commitment must be
included in the Applicant's resolution. To meet this requirement, Applicants must submit:

(A) financial statements indicating adequate local unrestricted cash or cash equivalents to utilize as cash
reserves and a letter from the Applicant's bank(s) or financial institution(s) indicating that current
account balances are sufficient; or

(B) evidence of an available line of credit or equivalent in an amount equal to or exceeding the
requirement in subparagraph (A) of this paragraph; or

(C) the CPA opinion letter from the most recent audit and a statement from the CPA that indicates,
based on past experience with grant programs and past audits, the applicant has in place the best
practices and financial capacity necessary in order to effectively administer a HOME Program award.

(2) Housing construction plans must meet the requirements in Chapter 20 of this title (relating to Single
Family Programs Umbrella Rule).
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(A) The Department will reimburse only for the first time a set of architectural plans are used unless any
subsequent site specific fees are paid to a Third Party architect, or a licensed engineer; and

(B) A NOFA may include incentives or otherwise require architectural plans to incorporate "green
building" elements.

§23.51.Contract for Deed Conversion (CFDC) Program Requirements.
(a) Eligible activities are limited to the acquisition or acquisition and Rehabilitation, Reconstruction, or
New Construction of single family housing units.

(b) A new Manufactured Housing Unit (MHU) is an eligible property type for acquisition only. An
MHU is not an eligible property type for Rehabilitation.

(c) The Household's income must not exceed 60 percent area median family income (AMFI) and the
Household must complete a homebuyer counseling program/class.

(d) The Department will require a first lien position.

(e) Direct Project Costs, exclusive of Match funds, are limited to:

(1) acquisition and closing costs: $35,000. In the case of a contract for deed conversion housing unit that
involves the acquisition of a loan on an existing MHU and/or the loan for the associated land, the
Executive Director may grant an exception to exceed this amount, however, the Executive Director will
not grant an exception to exceed $40,000 of assistance;

(2) Reconstruction and New Construction of site-built housing: Fhe-the lesser of $78 per square foot or
$85,000, or for Households of six or more Persons the lesser of $78 per square foot or $90,000;

(3) replacement with an MHU: $65,000; and

(4) rehabilitation that is not Reconstruction: $40,000.

(F) In addition to the Direct Project Costs allowable under subsection (e) of this section, up to $5,000
will be allowed in Direct Project Costs for additional sitework related to accessibility features if the
house will be located more than 50 feet from the nearest paved roadway or if the house is being elevated
above the floodplain.

(9) Project soft costs are limited to:

(1) acquisition and closing costs: no more than $1,500 per housing unit;

(2) Reconstruction or New Construction: no more than $9,000 per housing unit;

(3) replacement with and MHU: no more than $3,500 per housing unit; and

(4) rehabilitation that is not Reconstruction: $5,000 per housing unit. This limit may be exceeded for
lead-based remediation and only upon prior approval of the Division Director. The costs of testing and
assessments for lead-based paint are not eligible Project soft costs for housing units that are
reconstructed or if the existing housing unit was built after December 31, 1977.

(h) Funds for administrative costs are limited to no more than 4 percent of the Direct Project Costs,
exclusive of Match funds.
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(i) The assistance to an eligible Household shall be in the form of a loan in the amount of the Direct
Project Costs excluding Match funds. The loan will be at zero percent interest and include deferral of
payment and annual pro-rata forgiveness with a term based on the federal affordability requirements as
defined in 24 CFR §92.254.

(1) Any forgiveness of the Loan occurs upon the anniversary date of the Household's continuous
occupancy as its Principal Residence and continues on an annual pro-rata basis until maturity of the
Loan.

(K) To ensure affordability, the Department will impose resale and recapture provisions established in
this chapter.

(I) For Reconstruction and New Construction, site-built housing units must meet or exceed the 2000
International Residential Code and all applicable local codes and standards. In addition, housing that is
Rehabilitated under this chapter must meet the Texas Minimum Construction Standards (TMCS) and all
other applicable local codes, rehabilitation standards, ordinances, and zoning ordinances in accordance
with the HOME Final Rule. Housing units that are provided assistance for acquisition only must meet all
applicable state and local housing quality standards and code requirements. In the absence of such
standards and requirements, the housing units must meet the Housing Quality Standards (HQS) in 24
CFR §982.401.

§23.52.Contract for Deed Conversion (CFDC) Administrative Requirements.

() Commitment or Reservation of Funds. The Contract Administrator (CA) or Reservation System
Participant (RSP) must submit true and correct information, certified as such, with a request for the
Commitment or Reservation of Funds:

(1) head of Household name and address of housing unit for which assistance is being requested;

(2) a budget that includes the amount of Project funds specifying the acquisition costs, construction
costs, soft costs and administrative costs requested, a maximum of 5 percent of hard construction costs
for contingency items, proposed Match to be provided, evidence that Project and soft cost limitations are
not exceeded, and evidence that any duplication of benefit is addressed;

(3) verification of environmental clearance;

(4) a copy of the Household's intake application on a form prescribed by the Department;

(5) certification of the income eligibility of the Household signed by the CA or RSP and all Household
members age 18 or over, and including the date of the income eligibility determination. In instances the
total Household income is within $3,000 of the 80 percent AMFI, all documentation used to determine
the income of the Household,;

(6) identification of Lead-Based Paint (LBP);

(7) for housing units located within the 100-year floodplain, a quote for the cost of flood insurance and
certification from the Household that they understand the flood insurance requirements;

(8) if applicable, documentation to address or resolve any potential Conflict of Interest, identity of
interest, duplication of benefit, or floodplain mitigation;

(9) appraisal which includes post rehabilitation or reconstruction improvements for Projects involving
construction; and

(10) any other documentation necessary to evidence that the Project meets the program requirements.
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(b) Loan closing. The CA or RSP must submit the documents described in paragraphs (1) - (4) of this
subsection, with a request for the preparation of loan closing with the request for the Commitment or
Reservation of Funds:

(1) a title commitment to issue a title policy not older than ninety (90) days when submitted for a
Commitment of Funds that evidences the property will transfer with no tax lien, child support lien,
mechanic's or materialman's lien or any other restrictions or encumbrances that impair the good and
marketable nature of title to the ownership interest and that the definition of Homeownership will be
met. Commitments that expire prior to execution of closing must be updated at closing and must not
have any adverse changes in order to close;

(2) in the instances of replacement with an MHU, information necessary to draft loan documents and
issue Statement of Ownership and Location (SOL);

(3) life event documentation, as applicable, and all information necessary to prepare any applicable
affidavits such as marital status and heirship; and

(4) A copy of the recorded contract for deed and a current payoff statement.

(c) Disbursement of funds. The CA or RSP must comply all of the requirements described in paragraphs
(1) - (11) of this subsection, for a request for disbursement of funds to reimburse eligible costs incurred.
Submission of documentation related to the CA's or RSP's compliance with requirements described in
paragraphs (1) - (11) of this subsection may be required with a request for disbursement:

(1) for construction costs, a down date endorsement to the title policy not older than the date of the last
disbursement of funds or forty-five (45) days, whichever is later. For release of retainage the down date
endorsement must be dated at least thirty (30) days after the date of construction completion;

(2) if applicable, up to 50 percent of Project funds for a Project may be drawn before providing evidence
of Match. Thereafter, each CA or RSP must provide evidence of Match, including the date of provision,
in accordance with the percentage of Project funds disbursed,

(3) property inspections, including photographs of the front and side elevation of the housing unit and at
least one picture of the kitchen, family room, one of the bedrooms and one of the bathrooms with date
and property address reflected on each photo. The inspection must be signed and dated by the inspector
and CA or RSP;

(4) certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided, no Person that would benefit from the award of HOME
funds has provided a source of Match or has satisfied the Applicant's cash reserve obligation or made
promises in connection therewith; that each request for disbursement of HOME funds is for the actual
cost of providing a service and that the service does not violate any conflict of interest provisions;

(5) original, executed, legally enforceable loan documents, and statement of location, as applicable, for
each assisted Household containing remedies adequate to enforce any applicable affordability
requirements. Original documents must evidence that such agreements have been recorded in the real
property records of the county in which the housing unit is located and the original documents must be
returned, duly certified as to recordation by the appropriate county official. This provision is not
applicable for funds made available at the loan closing;

(6) expenditures must be allowable and reasonable in accordance with federal, state, and local rules and
regulations. The Department shall determine the reasonableness of each expenditure submitted for
reimbursement. The Department may request CA, RSP, or Development Owner to make modifications
to the disbursement request and is authorized to modify the disbursement procedures set forth herein and
to establish such additional requirements for payment of HOME funds to CA or RSP as may be
necessary or advisable for compliance with all program requirements;

Page 47 of 62



(7) the request for funds for Administrative costs must be proportionate to the amount of Direct Project
Costs requested or already disbursed,;

(8) table funding requests must be submitted to the Department with complete documentation no later
than ten (10) business days prior to the anticipated loan closing date. Such a request must include a draft
settlement statement, title company payee identification information, the Development Owner's
authorization for disbursement of funds to the title company, request letter from title company to the
Texas Comptroller with bank account wiring instructions, and invoices for soft costs being paid at
closing;

(9) include the withholding of ten percent of hard construction costs for retainage. Retainage will be
held until at least thirty (30) days after completion of construction;

(10) for final disbursement requests, submission of documentation required for Project completion
reports and evidence that the demolition or, if an MHU, salvage and removal of all dilapidated housing
units on the lot, certification or other evidence acceptable to Department that the replacement house,
whether site-built or MHU, was constructed or placed on and within the same lot secured by the loan or
grant agreement, if applicable, and evidence of floodplain mitigation; and

(11) the final request for disbursement must be submitted to the Department with support documentation
no later than sixty (60) days after the termination date of the Contract in order to remain in compliance
with Contract and eligible for future funding. The Department shall not be obligated to pay for costs
incurred or performances rendered after the termination date of a Contract.
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Attachment K: Preamble and adoption of new 10 TAC Chapter 23, Subchapter F, Single Family
HOME Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts a new 10 TAC
Chapter Subchapter F, 8823.60 — 23.62, concerning administration of the Tenant-Based Rental
Assistance Program Activity. Section 23.61 is adopted with change to the proposed text as published in
the August 10, 2012, issue of the Texas Register (37 TexReg 5927). Sections 23.60 and 23.62 are
adopted without change and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS:
Comments were accepted from August 10, 2012 through September 10, 2012, with comments received
from: (10) Disability Advisory Workgroup.

The comments and responses include both administrative clarifications and corrections to the rule
recommended by Staff and substantive comments on the rule and the corresponding Departmental
responses. After each comment title, numbers are shown in parentheses. These numbers refer to the
person or entity that made the comment as reflected in the Addendum. If comment resulted in
recommended language changes to the draft rule as presented to the Board in July, such changes are
indicated.

§23.61(e)(1). Rental subsidy limitations. (10)

COMMENT SUMMARY: HOME Tenant Based Rental Assistance (TBRA) is provided for no more
than a twenty-four month period per household. An additional twelve month period is permitted for a
total of thirty-six months if the household is participating under the Reservation System. Commenter
(10) as an Administrator of the program states many households receiving HOME rental assistance are
awaiting Section 8 vouchers which may take five or more years. The Commenter recommends
extending HOME rental assistance beyond thirty-six months to those on long Section 8 waiting lists.
STAFF RESPONSE: Staff agrees that in cases where the household will likely require continued rental
assistance though the Section 8 Housing Choice Voucher (HCV) Program, and is unable to secure a
Section 8 HCV in the 36 month time frame outlined in the HOME rule due to exceedingly long wait
times for available vouchers, a gap in assistance could occur. TBRA is not intended to be permanent
assistance, therefore an indefinite time period is not in keeping with the intent of the program. Staff
recommends that the rule be amended to allow an extension of assistance, on an annual basis, for up to
sixty (60) months for households who have applied for a Section 8 Housing Choice Voucher, have not
been removed from the Section 8 HCV waiting list due to failure to respond to required notices or for
any other reason, have not been denied assistance under the Section 8 HCV Program during their tenure
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on TBRA, and did not refuse to participate in the Section 8 HCV Program when a voucher was made
available.

The Board approved the final order adopting the new sections including non-substantive technical
corrections, on October 6, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, 82306.053 which authorizes the Department to adopt rules.

823.60.Tenant-Based Rental Assistance (TBRA) Threshold and Selection Criteria.

All Applicants and Applications must submit Documentation of a commitment of at least $15,000 in
cash reserves to facilitate administration of the program and to ensure the capacity to cover costs prior to
reimbursement or costs determined to be ineligible for reimbursement. Evidence of this commitment and
the amount of the commitment must be included in the Applicant's resolution. To meet this requirement,
Applicants must submit:

(1) financial statements indicating adequate local unrestricted cash or cash equivalents to utilize as cash
reserves and a letter from the Applicant's bank(s) or financial institution(s) indicating that current
account balances are sufficient; or

(2) evidence of an available line of credit or equivalent in an amount equal to or exceeding the
requirement in paragraph (1) of this section; or

(3) the Certified Public Accountant (CPA) opinion letter from the most recent audit and a statement
from the CPA that indicates, based on past experience with grant programs and past audits, the applicant
has in place the best practices and financial capacity necessary in order to effectively administer a
HOME Program award.

823.61.Tenant-Based Rental Assistance (TBRA) Program Requirements.
(a) The Household must participate in a self-sufficiency program.

(b) The amount of assistance will be determined using the Housing Choice VVoucher Method.

(c) Households certifying to zero income must also complete a questionnaire which includes a series of
questions regarding how basic hygiene, dietary, transportation, and other living needs are met.

(d) The minimum Household contribution toward gross monthly rent must be ten percent of the
Household's gross monthly income.

(e) Project funds are limited to:
(1) rental subsidy: The rental subsidy term is limited to no more than twenty-four (24) months under a
contract award. Households served under a reservation agreement may be granted a twelve (12) month
extension, for a period of assistance not to exceed thirty-six (36) month cumulatively. A household may
be eligible for an additional twenty-four months of a53|stance for a period of assistance not to exceed
S|xtv (60) months cumulatlvelv, if:—N : ; )

(A) the household has applled for a Sectlon 8 Housing Ch0|ce Voucher and is placed on a waltlnq list

during their TBRA participation tenure; and
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(B) the household has not been removed from the Section 8 Housing Choice Voucher waiting list doe to
failure to respond to required notices or other ineligibility factors; and

(C) the household has not been denied participation in the Section 8 Housing Choice VVoucher program
while they were being assisted with HOME TBRA; and

(D) the household did not refuse to participate in the Section 8 Housing Choice Voucher program when
a voucher was made available;

(2) security deposit: Ne-no more than the amount equal to two (2) month's rent for the unit.

(F) The payment standard must be the current U.S. Department of Housing and Urban Development
(HUD) "Fair Market Rent for the Housing Choice Voucher Program" at the time the household is
income certified (or the rental coupon is executed). In instances where the area rents exceed the
established Fair Market Rent, the Contract Administrator (CA) or Reservation System Participant (RSP)
may submit a written request to the Department for approval of a higher payment standard. The request
must be evidenced by a market study. For HOME-assisted units, the payment standard must be the
current HOME rent applicable for the unit.

(9) The lease agreement start date must correspond to the date of the TBRA rental coupon contract. The
dates may be different only upon prior approval of the Executive Director or his/her designee.

(h) Funds for Administrative costs are limited to 8 percent of Direct Project Costs, excluding Match
funds. Funds for Administrative costs may be increased an additional 1 percent of Direct Project Costs if
Match is provided in an amount equal to 5 percent or more of Direct Project Costs.

(i) Rental units must be inspected prior to occupancy, annually upon Household recertification, and must
comply with Housing Quality Standards established by HUD.

§23.62.Tenant-Based Rental Assistance (TBRA) Administrative Requirements.

(@) Commitment or Reservation of Funds. The CA or RSP must submit the documents described in
paragraphs (1) - (8) of this subsection, with a request for the Commitment or Reservation of Funds:

(1) head of Household name and address of housing unit for which assistance is being requested;

(2) a budget that includes the amount of Direct Project Costs and Administrative costs requested, Match
to be provided, evidence that Direct Project Cost limitations are not exceeded, and evidence that any
duplication of benefit is addressed;

(3) verification of environmental clearance;

(4) a copy of the Household's intake application on a form prescribed by the Department;

(5) certification of the income eligibility of the Household signed by the CA or RSP, and all Household
members age 18 or over, and including the date of the income eligibility determination. CA or RSP must
submit documentation used to determine the income and rental subsidy of the Household;

(6) identification of Lead-Based Paint (LBP);

(7) if applicable, documentation to address or resolve any potential conflict of interest or duplication of
benefit; and

(8) any other documentation necessary to evidence that the Project meets the Program Rules.

(b) Disbursement of funds. The CA or RSP must comply all of the requirements described in paragraphs
(1) - (8) of this subsection for a request for disbursement of funds. Submission of documentation related
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to the CA's or RSP's compliance with requirements described in paragraphs (1) - (8) of this subsection
may be required with a request for disbursement.

(1) If required or applicable, up to 50 percent of Direct Project Costs for a Project may be drawn before
providing evidence of Match. Thereafter, each CA or RSP must provide evidence of Match, including
the date of provision, in accordance with the percentage of Direct Project Costs disbursed,;

(2) The property inspection must be signed and dated by the inspector and CA or RSP;

(3) Certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided, no Person that would benefit from the award of HOME
funds has provided a source of Match or has satisfied the Applicant's cash reserve obligation or made
promises in connection therewith; that each request for disbursement of HOME funds is for the actual
cost of providing a service and that the service does not violate any conflict of interest provisions;

(4) Expenditures must be allowable and reasonable in accordance with federal, state, and local rules and
regulations. The Department shall determine the reasonableness of each expenditure submitted for
reimbursement. The Department may request CA or RSP to make modifications to the disbursement
request and is authorized to modify the disbursement procedures set forth herein and to establish such
additional requirements for payment of HOME funds to CA, RSP, or Development Owner as may be
necessary or advisable for compliance with all Program Requirements;

(5) With the exception of up to 25 percent of the total funds available for Administrative costs, the
request for funds for Administrative costs must be proportionate to the amount of Direct Project Costs
requested or already disbursed;

(6) Requests may come in up to ten (10) days in advance of the first day of the following month;

(7) For final disbursement requests, submission of documentation required for Project completion
reports; and

(8) The final request for disbursement must be submitted to the Department with support documentation
no later than sixty (60) days after the termination date of the Contract in order to remain in compliance
with Contract and eligible for future funding. The Department shall not be obligated to pay for costs
incurred or performances rendered after the termination date of a Contract.
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Attachment L: Preamble and adoption of new 10 TAC Chapter 23, Subchapter G, Single Family
HOME Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts the new 10 TAC
Chapter 23, Subchapter G, 8823.70 — 23.72, concerning administration of the Single Family
Development Program Activity. Sections 23.70 and 23.71 are adopted with change to the proposed text
as published in the August 10, 2012 issue of the Texas Register (37 TexReg 5928). Section 23.72 is
adopted without change and will not be republished.

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

SUMMARY OF PUBLIC COMMENT AND STAFF RECOMMENDATIONS:
The Department accepted public comments between August 10, 2012 and September 10, 2012 with
comments received from (12) Equal Voice Network Housing Coalition.

The comments and responses include both administrative clarifications and corrections to the rule
recommended by Staff and substantive comments on the rule and the corresponding Departmental
responses. After each comment title, numbers are shown in parentheses. These numbers refer to the
person or entity that made the comment as reflected in the Addendum. If comment resulted in
recommended language changes to the draft rule as presented to the Board in July, such changes are
indicated.

823.70(3)(C). Single Family Development (SFD) Threshold and Selection Criteria. (12)
COMMENT SUMMARY: Commenter (12) requested that garbage collection services be removed from
the list of utilities that must be documented as available in single family developments.

STAFF RESPONSE: TDHCA requires garbage collection services to be provided to single family
developments funded with HOME funds. Staff does not recommend any changes based on these
comments.

§23.71(d)(2). Single Family Development Unit Amenities. (12)

COMMENT SUMMARY: Commenter (12) recommended elimination of the requirement to provide
blinds or window coverings for all windows as one of the required amenities in units constructed with
HOME single family development funds because some families do not want window coverings or
blinds.

STAFF RESPONSE: The list of amenities required for single family development is designed to
construct an energy efficient dwelling ready for occupancy. Staff does not recommend any changes
based on these comments.
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§23.41(d)(1) and 823.71(i)(2). Front End Ratios. (3)(5)(7)(9)(10)(11)

COMMENT SUMMARY: The amount of down payment assistance provided under the home buyer
assistance program is restricted to the amount necessary such that the total housing payment is at least
20 percent of the applicant’s gross income. Commenter (3) recommends eliminating or reducing the
front end ratio to 15 percent of the gross income of applicants requesting down payment assistance.
Commenter (5), (7), and (9) recommend elimination or reduction of the ratio of income to total house
payment (front end ratio) or allow the FHA approved debt ratios or the first lien lender to determine both
the front and back end ratios according to their lending requirements. Commenter’s (5) and (9) suggest
the ratio be reduced from 20 percent to 15 percent. Commenter (11) recommended elimination of the
front end ratio altogether. Commenter (7) recommended an alternative suggestion that HOME down
payment assistance is offered equal to 20 percent of the sales price up to a maximum of $20,000. In
addition it is suggested that the HOME assistance be calculated prior to the addition of other down
payment assistance or forgiveness of loans. Commenter (10) requested a waiver of the front end ratio
to accommodate very low income households.

STAFF RESPONSE: The front end ratio was established in the 2010 HOME Rules at 25 percent of
gross monthly income to satisfy HUD’s requirement in 24 C.F.R. §92.250 that HOME funds are used
prudently and do not result in more subsidy than necessary to make the unit affordable to the
homebuyer. The HOME rule which was published for comment and which is presented for final
adoption reduced the required front-end ratio to from 25 percent to 20 percent of gross monthly income
in response to comments received by administrators prior to the rule making process. Staff does not
recommend further reduction of the front-end ratio. No support documentation was provided by
Commenter (3) to indicate that a reduction of the front end ratio to 15 percent is reasonable and
necessary to assist low income homebuyers. Staff does not recommend that assistance be based on a
percentage of the purchase price of the unit because that method does not account for individual
circumstances and loan terms. Staff does not recommend waivers of the front end ratio for very low
income households when the 20 percent front end ratio is lower than the standard established in the
rental industry of 30 percent. HUD has determined that it is reasonable and affordable in rental housing
programs which target very low and extremely low income households, such as the Section 8 Housing
Choice Voucher Program for households to pay 30 percent of their income towards rent. Staff does not
recommend any changes based on these comments.

The Board approved the final order adopting the new sections including non-substantive technical
corrections, on October 6, 2012.

STATUTORY AUTHORITY: The new sections are adopted pursuant to the authority of Texas
Government Code, 82306.053 which authorizes the Department to adopt rules.

§23.70.Single Family Development (SFD) Threshold and Selection Criteria.

All Applicants and Applications must submit or comply with this section.

(1) An Application for Community Housing Development Organization (CHDO) certification.

(2) If the total of Department loans equals more than 50 percent of the total development cost, except for
developments also financed with U.S. Department of Agriculture (USDA) funds, the Applicant must
provide:

(A) evidence of a line of credit or equivalent tool equal to at least ten—10 percent of the total
development cost from a financial institution that is available for use during the proposed development
activities; or
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(B) a letter from a third party Certified Public Accountant (CPA) verifying the capacity of the owner or
developer to provide at least ten percent of the total development cost as a short term loan for
development; and

(C) a letter from the developer's or owner's bank(s) confirming funds amounting to ten percent of the
total development cost are available.

(3) A proposed development plan that is consistent with the requirements of this chapter, all other
federal and state rules, and includes:

(A) a floor plan and front exterior elevation for each proposed unit which reflects the exterior building
composition;

(B) a FEMA Issued Flood Map that identifies the location of the proposed site(s);

(C) letters from local utility providers, on company letterhead, confirming each site has access to the
following services: water and wastewater, sewer, electricity, garbage disposal and natural gas, if
applicable;

(D) documentation of site control of each proposed lot: A recorded warranty deed with corresponding
executed settlement statement; or a contract or option for the purchase of the proposed lots that is valid
for at least one hundred-twenty (120) days from the date of application submission; and

(E) an "as vacant" appraisal of at least one of the proposed lots if: The Applicant has an Identity of
Interest with the seller or current owner of the property; or any of the proposed property is part of a
newly developed or under-development subdivision in which at least three other third-party sales cannot
be evidenced. The purchase price of any lot in which the current owner has an identity of interest must
comply with the identity of interest transfer requirements in §+.32Chapter 10, Subchapter D of this title
(relating to Underwriting Rules-and-Guidelines and Loan Policy).

(4) The Department may prioritize Applications or otherwise incentivize Applications that partner with
other lenders to provide permanent purchase money financing for the purchase of units developed with
funds provided under this subchapter.

§23.71.Single Family Development (SFD) Program Requirements.

(a) Eligible activities include the acquisition and New Construction or acquisition and Rehabilitation of
single family housing. Single family housing units assisted with HOME funds must comply with the
required affordability requirements as defined at 24 CFR §92.254.

(b) This Activity is a CHDO-eligible activity.

(c) The Household's income must not exceed 80 percent area median family income (AMFI) and the
Household must complete a homebuyer counseling program/class.

(d) Each unit must meet the design and quality requirements described in paragraphs (1) - (5) of this
subsection:

(1) for New Construction and Reconstruction, current applicable International Residential Code, local
codes, rehabilitation standards, ordinances, and zoning ordinances in accordance with the 24 CFR
§92.251(a);

(2) include the following amenities: Wired with RG-6 COAX or better and CAT3 phone cable or better
to each bedroom and living room; Blinds or window coverings for all windows; Disposal and Energy-
Star or equivalently rated dishwasher (must only be provided as an option to each Household);
Oven/Range; Exhaust/vent fans (vented to the outside) in bathrooms; Energy-Star or equivalently rated
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lighting in all rooms, which may include compact florescent bulbs. The living room and each bedroom
must contain at least one ceiling lighting fixture and wiring must be capable of supporting ceiling fans;
and Paved off-street parking for each unit to accommodate at least one mid-sized car and access to on-
street parking for a second car;

(3) contain no less than two bedrooms. Each unit must contain complete physical facilities and fixtures
for living, sleeping, eating, cooking, and sanitation;

(4) each bedroom must be no less than 100 square feet; have a length or width no less than 8 feet; be self
contained with a door; have at least one window that provides exterior access; and have at least one
closet that is not less than 2 feet deep and 3 feet wide and high enough to contain at least 5 feet of
hanging space; and

(5) be no less than 800 total net square feet for a two bedroom home; no less than 1,000 total net square
feet for a three bedroom and two bathroom home; and no less than 1,200 total net square feet for a four
bedroom and two bathroom home.

(e) The total hard construction costs are limited as described in paragraphs (1) and (2) of this subsection:
(1) Reconstruction and New Construction of site-built housing: The hard construction costs are limited
to $78 per square foot and $85,000 or for Households of 6 or more Persons $90,000; and

(2) Rehabilitation that is not Reconstruction: $40,000.

(F) Developer fees (including consulting fees) are limited to 15 percent of the total hard construction
costs.

(9) Construction period financing for each unit shall be structured as a 0 percent interest loan with a six
(6) month term. The maximum construction loan amount may not exceed the total sales price less
developer fees/profit, homebuyer closing costs, and other ineligible Project costs. Prior to construction
loan closing, a sales contract must be executed with a qualified homebuyer.

(h) In the instance that the Combined Loan to Value equals more than 100 percent of the appraised
value, the portion of the sales price that exceeds 100 percent of the appraised value will be granted to the
developer to buy down the purchase price if the homebuyer is receiving downpayment assistance or a
first lien mortgage from the Department.

(i) The HOME assistance to the homebuyer shall be structured as a first and/or second lien loan(s):

(1) the downpayment assistance is limited to $20,000 and shall be structured as a fifteen (15) year
deferred, forgivable loan with a subordinate lien; and

(2) a first lien conventional mortgage not provided by the Department must meet the mortgage financing
requirements applicable to §23.41 of this chapter (relating to Homebuyer Assistance (HBA) Program
Requirements). If the Department is providing the first lien mortgage with HOME financing, the loan
will be fully amortizing with a thirty (30) year term. The Department will require a debt to income ratio
(back-end ratio) not to exceed 45 percent. The total estimated housing payment (including principal,
interest, property taxes, and insurance) shall be no less than 20 percent and no greater than 30 percent of
the Household's gross monthly income. Should the estimated housing payment be less than 20 percent of
the Household's gross income, the Department shall reduce the amount of downpayment assistance
and/or charge an interest rate to the homebuyer such that the total estimated housing payment is no less
than 20 percent of the homebuyer's gross income. In no instance shall the interest rate charged to the
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homebuyer exceed 5 percent. The Department shall use to the Household's income certification to make
this determination.

(j) Earnest money is limited to no more than $500, which will be credited to the homebuyer at closing.
HOME funds may be used to pay other reasonable and customary closing costs that are HOME eligible
costs.

(k) If a Household should become ineligible or otherwise cease participation and a replacement
Household is not located within ninety (90) days of the end of the construction period, all additional
funding closings and draws on the award will cease and the Department will require the Applicant to
repay any outstanding construction debt in full.

() The Division Director may approve the use of alterative floorplans or lots from those included in the
approved Application, provided the requirements of this section can still be met and such changes do not
materially affect the total budget.

(m) To ensure affordability, the Department will impose resale or recapture provisions established in
this chapter.

§23.72.Single Family Development (SFD) Administrative Requirements.

() Commitment or Reservation of Funds. The Contract Administrator (CA) or Reservation System
Participant (RSP) must submit the documents described in paragraphs (1) - (10) of this subsection, with
a request for the Commitment or Reservation of Funds:

(1) head of Household name and address of housing unit for which assistance is being requested,;

(2) a budget that includes the amount of Project funds specifying the acquisition cost, construction costs,
developer fees. A maximum of 5 percent of hard construction costs for contingency items, proposed
Match to be provided, evidence that Project and soft cost limitations are not exceeded, and evidence that
any duplication of benefit is addressed,;

(3) verification of environmental clearance;

(4) a copy of the Household's intake application on a form prescribed by the Department;

(5) certification of the income eligibility of the Household signed by the CA or RSP and all Household
members age 18 or over, and including the date of the income eligibility determination. In instances
where the total Household income is within $3,000 of the 80 percent AMFI, all documentation used to
determine the income of the Household;

(6) identification of Lead-Based Paint (LBP);

(7) executed sales contract and documentation that the first lien mortgage meets the eligibility
requirements;

(8) if applicable, documentation to address or resolve any potential conflict of interest, identity of
interest, duplication of benefit, or floodplain mitigation;

(9) appraisal, which includes post rehabilitation or reconstruction improvements for Projects involving
construction; and

(10) any other documentation necessary to evidence that the Project meets the Program Rules.
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(b) Loan closing. The CA, RSP, or Development Owner must submit the documents described in
paragraphs (1) - (3) of this subsection, with a request for the preparation of loan closing with the request
for the Commitment or Reservation of Funds:

(1) a title commitment to issue a title policy not older than ninety (90) days when submitted for a
Commitment of Funds that evidences the property will transfer with no tax lien, child support lien,
mechanic's or materialman's lien or any other restrictions or encumbrances that impair the good and
marketable nature of title to the ownership interest and that the definition of Homeownership will be
met. Commitments that expire prior to execution of closing must be updated at closing and must not
have any adverse changes in order to close;

(2) within ninety (90) days after the loan closing date, the Contract Administrator or Development
Owner must submit to the Department the original recorded deed of trust and transfer of lien, if
applicable. Failure to submit these documents within ninety (90) days after the Loan closing date will
result in the Department withholding payment for disbursement requests; and

(3) a draft settlement statement that is consistent with the executed sales contract, the first lien mortgage
loan requirements (as applicable), and the terms of this Contract will be provided to Department.

(c) Disbursement of funds. The CA or RSP must comply with the requirements described in paragraphs
(1) - (10) of this subsection, for a request for disbursement of funds to reimburse eligible costs incurred.
Submission of documentation related to the CA's or RSP's compliance with requirements described in
paragraphs (1) - (10) of this subsection may be required with a request for disbursement:

(1) for construction costs, a down date endorsement to the title policy not older than the date of the last
disbursement of funds or forty-five (45) days, whichever is later. For release of retainage the down date
endorsement must be dated at least thirty (30) days after the date of construction completion;

(2) if required or applicable, up to 50 percent of Direct Project Costs for a Project may be drawn before
providing evidence of Match. Thereafter, each CA or RSP must provide evidence of Match, including
the date of provision, in accordance with the percentage of Project funds disbursed,;

(3) property inspections, including photographs of the front and side elevation of the housing unit and at
least one picture of the kitchen, family room, one of the bedrooms and one of the bathrooms with date
and property address reflected on each photo. The inspection must be signed and dated by the inspector
and CA, RSP, or Development Owner;

(4) certification that its fiscal control and fund accounting procedures are adequate to assure the proper
disbursal of, and accounting for, funds provided, no Person that would benefit from the award of HOME
funds has provided a source of Match or has satisfied the Applicant's cash reserve obligation or made
promises in connection therewith; that each request for disbursement of HOME funds is for the actual
cost of providing a service and that the service does not violate any conflict of interest provisions;

(5) original, executed, legally enforceable loan documents containing remedies adequate to enforce any
applicable affordability requirements. Original documents must evidence that such agreements have
been recorded in the real property records of the county in which the housing unit is located and the
original documents must be returned, duly certified as to recordation by the appropriate county official;
(6) expenditures must be allowable and reasonable in accordance with federal, state, and local rules and
regulations. The Department shall determine the reasonableness of each expenditure submitted for
reimbursement. The Department may request CA, RSP, or Development Owner to make modifications
to the disbursement request and is authorized to modify the disbursement procedures set forth herein and
to establish such additional requirements for payment of HOME funds to CA, RSP, or Development
Owner as may be necessary or advisable for compliance with all Program Requirements;
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(7) table funding requests must be submitted to the Department with complete documentation no later
than ten (10) business days prior to the anticipated loan closing date. Such a request must include a draft
settlement statement, title company payee identification information, the Development Owner's
authorization for disbursement of funds to the title company, request letter from title company to the
Texas Comptroller with bank account wiring instructions, and invoices for soft costs being paid at
closing;

(8) include the withholding of ten percent of hard construction costs for retainage. Retainage will be
held until at least thirty (30) days after completion of construction;

(9) for final disbursement requests, submission of documentation required for Project completion
reports; and

(10) the final request for disbursement must be submitted to the Department with support documentation
no later than sixty (60) days after the termination date of the Contract in order to remain in compliance
with Contract and eligible for future funding. The Department shall not be obligated to pay for costs
incurred or performances rendered after the termination date of a Contract.
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Attachment M: Preamble and adoption of new 10 TAC Chapter 23, Subchapter H, Single Family
HOME Program Rule

The Texas Department of Housing and Community Affairs (the "Department™) adopts the new 10 TAC
Chapter 23, Subchapter H, 823.80, concerning application and certification of Community Housing
Development Organizations, with change to the proposed text as published in the August 10, 2012 issue
of the Texas Register (37 TexReg 5931).

REASONED JUSTIFICATION: The Department recently underwent a reorganization which separated
the HOME Division into single family and multifamily areas. The 2010 HOME rule at 10 TAC Chapter
53 did not allow for the single family and multifamily areas to effectively administer their activities with
autonomy. Additionally, the Single Family HOME rules required updates which aligned more closely
with the other Single Family programs, and the new 10 TAC Chapter 20 specifically. Therefore, a
repeal of the portions of the HOME Rule at 10 TAC Chapter 53 and a proposed new Single Family
HOME Rule at 10 TAC Chapter 23 was necessary. The proposed repeal of 10 TAC Chapter 53,
Subchapters C, D, E, F, and G and proposed 10 TAC Chapter 23 was approved by the Board on July 26,
2012.

The Department accepted public comments between August 10, 2012 and September 10, 2012.
Comments regarding the new section were accepted in writing and by fax. No comments were received
concerning the new section, however, Staff made non-substantive corrections to §23.80(A)(8) and (b).

The Board approved the final order adopting the new sections including non-substantive technical
corrections, on October 6, 2012.

STATUTORY AUTHORITY: The new section is adopted pursuant to the authority of Texas
Government Code, §2306.053 which authorizes the Department to adopt rules.

823.80.Application Procedures for Certification of Community Housing Development Organization
(CHDO).

(@) An Applicant requesting certification as a CHDO must submit an application for CHDO certification
in a form prescribed by the Department. The CHDO Application must be submitted with an Application
for HOME funding under the CHDO Set-Aside and the CHDO must be a sponsor, developer, or owner
of the Development within the meaning ascribed by U.S. Department of Housing and Urban
Development (HUD) for the Activity being performed. An Applicant shall not receive more than one
award of CHDO operating funds during the same fiscal year of the Department regardless of the number
of Applications submitted. Any such award is limited to $50,000. The Application must include
documentation evidencing the requirements of 24 CFR Part 92 and this subsection:

(1) all Applications shall include the documents described in subparagraphs (A) - (C) of this paragraph,
as applicable which shall be reviewed for compliance with federal and state requirements:

(A) Bylaws with date of board approval;

(B) Charter; and

(C) Certificate of Formation;

(2) the Applicant must be organized as a private nonprofit organization under the Texas Business Code
or other state not-for-profit/nonprofit statute as evidenced by the documents required under paragraph
(1) of this subsection;
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(3) the Applicant must be registered with the Office of the Secretary of State to do business in the State
of Texas;

(4) the Applicant must have the tax status described in subparagraphs (A) and (B) of this paragraph:

(A) a current tax exemption ruling from the Internal Revenue Service Code (IRS) under 8501(c)(3), a
charitable, nonprofit corporation, or under IRS 8501(c)(4), a community or civic organization, of the
Internal Revenue Code of 1986, as evidenced by a certificate from the IRS that is dated 1986 or later.
The exemption ruling must be effective on the date of the Application and must continue to be effective
while certified as a CHDO; or

(B) classification as a subordinate of a central organization nonprofit under the Internal Revenue Code,
as evidenced by a current group exemption letter, that is dated 1986 or later, from the IRS that includes
the Applicant. The group exemption letter must specifically list the Applicant; and a private nonprofit
organization's pending application for IRS §501(c)(3) or (4) status cannot be used to comply with the tax
status requirement under this subparagraph;

(5) the Applicant must have among its purposes the provision of decent housing that is affordable to low
and moderate income people as evidenced by the documents required in paragraph (1) of this subsection
or a business plan which outlines the CHDO's plans for developing affordable housing, providing
services to each of the areas included within the service area, and internal operations;

(6) the Applicant must have a clearly defined service area that may encompass an entire "community" as
defined in 24 CFR 892.2 under Community Housing Development Organization. The service area must
be delineated in the entity's organizational documents;

(7) an Applicant must have the capacity and experience described in subparagraphs (A) - (C) of this
paragraph:

(A) conforms to the financial accountability standards of 24 CFR 8§84.21, "Standards of Financial
Management Systems" as evidenced by:

(1) a notarized statement by the Chief Executive Officer or Chief Financial Officer of the organization in
a form prescribed by the Department;

(ii) a certification from a Certified Public Accountant; or

(iii) a HUD-approved audit summary; and

(iv) a written narrative describing internal controls used to create financial duties and safe guard
corporate assets; and

(v) a written narrative describing the conflict of interest policy governing employees and development
activities and procurement; and

(vi) a written narrative describing the current corporation's financial structure can support housing
development activities; and

(vii) a written narrative describing the organization's ability to manage additional rental development
activities, if applicable;

(B) demonstrated capacity for carrying out activities assisted with HOME funds, as evidenced by:

(i) documentation that describes the experience of key staff members who have successfully completed
projects similar to those to be assisted with HOME funds; or

(i) Contract(s) with consultant firms or individuals who have housing experience similar to projects to
be assisted with HOME funds, to train appropriate key staff of the organization;

(C) has a history of serving the low income residents of the city or county in which housing to be
assisted with HOME funds is to be located as evidenced by:

(i) documentation of at least one year of experience providing services; or

(ii) for newly created organizations formed by local churches, service or community organizations, a
statement that documents that its parent organization has at least one year providing services; and
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(iii) the documentation provided in clause (i) or (ii) of this subparagraph must document and describe
the organization's history (or its parent organization's history) of serving the city or county, such as,
developing new housing, rehabilitating existing housing stock and managing housing stock, or
delivering non-housing services that have had lasting benefits for those receiving services, such as
counseling, food relief, or childcare facilities. The statement in the submission package must be signed
by the president or other official of the organization;

(8) an Applicant must have an organizational structure that meets the federal requirements in 24 CFR
892.2. Compliance with this paragraph shall be evidenced by:

(A) a written provision or statement in the organizations Bylaws, Charter, or Certificate of Formation;
(B) an affidavit signed by the organization's Chief Executive Officer-and-notarized; and

(C) a current roster of all Board of Directors, including names and mailing addresses. The required one-
third low-income residents or elected representatives must be marked on list as such;

(9) the Applicant must provide a formal process for low-income individuals, including potential program
beneficiaries to advise the organization in all of its decisions regarding the design, siting, development,
and management of affordable housing projects. The formal process should include a system for
community involvement in parts of the private nonprofit organization's service areas where housing will
be developed, but which are not represented on its boards. Input from the low-income community is not
met solely by having low-income representation on the board. The formal process must be in writing
and approved or adopted by the private nonprofit organization, as evidenced by:

(A) an organization's Bylaws; or

(B) A written statement of operating procedures approved by the governing body. Statement must be
original letterhead, signed by the Chief Executive Officer and evidence date of board approval; and

(C) a Resolution with evidence of date of board approval;

(10) if the CHDO's creation was sponsored by a for-profit organization the for-profit entity's primary
purpose cannot include the development or management of housing, as evidenced in the for-profit
organization's Bylaws. If an Applicant is associated or has a relationship with a for-profit entity or
entities, the CHDO must prove it is not controlled, nor receives directions from individuals, or entities
seeking profit as evidenced by the documentation required in paragraph (1) of this subsection or a
memorandum of understanding or similar agreement; and

(11) CHDOs that are in partnership agreements associated with the Development must maintain
effective Control and decision making control over the Development. All legally binding ownership
and/or partnership agreements must clearly state the CHDO's role in the Development, as evidenced by
an affidavit from the CHDO and any other developer, general partner, or special limited partner (except
for entities related to a tax credit investor limited partner) that the CHDO will maintain effective Control
and decision making control over the Development. In addition, the CHDO or entity wholly owned by
the CHDO must receive at least 50 percent of the cashflow from the property (for multifamily
developments) or 50 percent of the developer fee which must also be evidenced by the affidavit.

(b) An Application for CHDO Certification will only be accepted if submitted with an Application to the
Department for HOME funds. If all requirements under this section are met, the Applicant will be
certified as a CHDO upon the award of HOME funds by the Department. A new Application for CHDO
certification must be submitted to the Department with each new Application for HOME funds under the
CHDO Set-Aside.
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
OCTOBER 9, 2012

Presentation, Discussion, and Possible Action proposing amendments to 10 TAC Chapter 5
Community Affairs Programs, Subchapter A, General Provisions, 885.2 - 5.5, 5.7, 5.9 - 5.14,
5.16, 5.17, 5.19 - 5.22 and proposing a new 8§5.23 concerning Protected Health Information and
directing that they be published for public comment in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Chapter 2306 of the Texas Government Code, the
Department is authorized to adopt rules governing the administration of the
Department and its programs, and

WHEREAS, proposed amendments to 10 TAC 885.2 - 5.5, 5.7, 5.9 - 5.14, 5.16,
5.17, 5.19 - 5.22 propose clarify cost principles and administrative requirements,
strengthen the requirements for procurement standards and modified cost
reimbursement, require that Subrecipient board authorizes the Subrecipient
executive director to enter into contracts with the Department, revise monitoring
of Subrecipients, update income guidelines related to Social Security income and
contact information requirements, affect grammatical and capitalization matters,
and establish requirements for the protection of personal health information,

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 amendments to 10 TAC Chapter 5 Community
Affairs Programs, Subchapter A, General Provisions, 885.2 - 5.5, 5.7, 5.9 - 5.14,
5.16, 5.17, 5.19 - 5.22 and proposing a new 85.23 concerning Protected Health
Information, in the form presented to this meeting, to be published in the Texas
Register for review and public comment, and in connection therewith, make such
non-substantive technical corrections as they may deem necessary to effectuate
the foregoing.

BACKGROUND

The purpose of the amendments is to enhance the Department’s administration of all Community
Affairs programs by 1) adding a definition for modified cost reimbursement and renumbering
85.2, 2) adding clarification to cost principles and administrative requirements to maintain
adequate separation of duties at Subrecipient agencies, 3) moving lobbying prohibitions to the
appropriate section, 4) adding detail to procurement standards, specifically small purchase
procurement, 5) capitalizing the terms Subrecipient, Subcontractors, Household, and Eligible
Entity for consistency, 6) adding a requirement that the Subrecipient Board authorize the
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Executive Director or his/her designee authority to enter into contracts, 7) generalizing 85.16
concerning Monitoring of Subrecipients because these duties are now performed by the
Department’s Compliance Division, 8) strengthening requirements applicable to Subrecipients
placed on modified cost reimbursement by the Department, 9) updating income guidelines
related to Social Security Income, and 10) updating contact information requirements.

The purpose of the proposed new section is to protect individually identifiable health information

of individuals who apply for and receive benefits from Community Affairs programs in
accordance with Subtitle I, Chapter 181 Subchapter A of the Texas Health and Safety Code.
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Attachment A: Preamble and proposed amendments to 10 TAC Chapter 5 Community
Affairs Programs, Subchapter A, General Provisions, 885.2 - 5.5, 5.7, 5.9 - 5.14, 5.16, 5.17,
5.19 - 5.22 and proposing a new 85.23 concerning Protected Health Information.

The Texas Department of Housing and Community Affairs (the “Department”) proposes
amendments to 10 TAC Chapter 5, Community Affairs Programs, Subchapter A, General
Provisions, 885.2 - 5.5, 5.7, 5.9 - 5.14, 5.16, 5.17, 5.19 - 5.22 and new 85.23 concerning
Protected Health Information.

The purpose of the amendments is to enhance the Department’s administration of all Community
Affairs programs by adding a definition for modified cost reimbursement and renumbering 85.2,
adding clarification to cost principles and administrative requirements to maintain adequate
separation of duties at Subrecipient agencies, moving lobbying prohibitions to the appropriate
section, adding detail to procurement standards, specifically small purchase procurement,
capitalizing the terms Subrecipient, Subcontractors, Household, and Eligible Entity for
consistency, adding a requirement that the Subrecipient Board authorize the Executive Director
or his/her designee authority to enter into contracts, generalizing 85.16 concerning Monitoring of
Subrecipients because these duties are now performed by the Department’s Compliance
Division, strengthening requirements applicable to Subrecipients placed on modified cost
reimbursement by the Department, updating income guidelines related to Social Security
Income, and updating contact information requirements.

The purpose of the proposed new section is to protect individually identifiable health information
of individuals who apply for and receive benefits from Community Affairs programs in
accordance with Texas Health and Safety Code, Subtitle 1, Chapter 181, Subchapter A.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the
first five years the amendments and new section are in effect, enforcing or administering the
amendments and new section does not have any foreseeable implications related to costs or
revenues of the state or local governments.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first
five years the amendments and new section are in effect, the public benefit anticipated as a result
of the amendments and new section will be the more clarity and simplification of the
administration of the Department’s Community Affairs programs. There will not be any
economic cost to any individuals required to comply with the amendments and new section.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES. The Department has determined
that there will be no economic effect on small or micro-businesses.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held October 26,
2012, to November 26, 2012, to receive input on the amendments and new section. Written
comments may be submitted to the Texas Department of Housing and Community Affairs,
Attention: Annette Cornier, Rule Comments, P.O. Box 13941, Austin, Texas 78711-3941, by
email to the following address: cadrulecomments@tdhca.state.tx.us, or by fax to (512) 475-3935.
ALL COMMENTS MUST BE RECEIVED BY 5:00 P.M.NOVEMBER 26, 2012,
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STATUTORY AUTHORITY. The amendments and new section are proposed pursuant to Texas
Government Code 82306.053, which authorizes the Department to adopt rules, and Chapter
2306, Subchapter E, which authorizes the Department to administer its Community Affairs
programs.

The proposed amendments and new section affects no other code, article, or statute.

§5.2.Definitions.
(@) To ensure a clear understanding of the terminology used in the context of the Community
Affairs Programs, a list of terms and definitions has been compiled as a reference.

(b) The [feHowing] words and terms in this chapter shall have the [felewing] meaning described
in this subsection unless the context clearly indicates otherwise.

(1) CAA--Community Action Agency.

(2) CFR--Code of Federal Regulations.

(3) Children--Household dependents not exceeding eighteen (18) years of age.

(4) Collaborative Application--An application from two or more organizations to provide
services to the target population. If a unit of general local government applies for only one
organization, this will not be considered a Collaborative Application. Partners in the
Collaborative Application must coordinate services and prevent duplication of services.

(5) Community Action Agencies (CAAs)--Local private and public non-profit organizations that
carry out the Community Action Program (CAP), which was established[founded] by the 1964
Economic Opportunity Act to fight poverty by empowering the poor in the United States. Each
CAA must have a board consisting of at least one-third elected public officials, not fewer than
one-third representatives of low-income individuals and families, chosen in accordance with
democratic selection procedures, and the remainder are members of business, industry, labor,
religious, law enforcement, education, or other major groups and interests in the community.

(6) Community Action Plan--A plan required by the Community Services Block Grant (CSBG)
Act which describes the local (Subrecipient) service delivery system, how coordination will be
developed to fill identified gaps in services, how funds will be coordinated with other public and
private resources and how the local entity will use the funds to support innovative community
and neighborhood based initiatives related to the grant.

(7) Community Affairs Division (CAD)--The Division at the Department that administers CEAP,
CSBG, ESGP, ESG, HHSP, Section 8 Housing Choice VVoucher Program, and WAP.

(8) The Community Services Block Grant (CSBG)--A grant which provides U.S. federal funding
for CAAs and other Eligible Entities[elgible—entities] that seek to address poverty at the
community level. Like other block grants, CSBG funds are allocated to the states and other
jurisdictions through a formula.

(9) CSBG Act--The CSBG Act is a law passed by Congress authorizing the Community Services
Block Grant. The CSBG Act was amended by the Community Services Block Grant
Amendments of 1994 and the Coats Human Services Reauthorization Act of 1998 under 42
U.S.C. 889901, et seq. The CSBG Act[aet] authorized establishing a community services block
grant program to make grants available through the program to states to ameliorate the causes of
poverty in communities within the states.
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(10) Cooling--Modifications including, but not limited to, the repair or replacement of air
conditioning units, evaporative coolers, and refrigerators.

(11) CSBG Subrecipient--Includes CSBG Eligible Entities[eligible—entities] and other
organizations that are awarded CSBG funds.

(12) Department--The Texas Department of Housing and Community Affairs.

(13) Discretionary Funds--Those CSBG funds maintained in reserve by a state[State], at its
discretion, for CSBG allowable uses as authorized by 8675C of the CSBG Act, and not
designated for distribution on a statewide basis to CSBG Eligible Entities[ehgible-entities] and
not held in reserve for state administrative purposes.

(14) DOE--The United States Department of Energy.

(15) DOE WAP Rules--10 CFR Part 440 describes the Weatherization Assistance for Low
Income Persons as administered through the Department of Energy.

(16) Dwelling Unit--A house, including a stationary mobile home, an apartment, a group of
rooms, or a single room occupied as separate living quarters. This definition does not apply to
the ESG or HHSP.

(17) Equipment--A tangible non-expendable personal property including exempt property,
charged directly to the award, having a useful life of more than one year, and an acquisition cost
of $5,000 or more per unit. For CSBG, CEAP, and WAP, if the unit acquisition cost exceeds
$5,000, approval from the Department's Community Affairs Division must be obtained before
the purchase takes place. For ESGP, if the unit acquisition cost exceeds $500, approval from the
Department's Community Affairs Division must be obtained before the purchase is made.

(18) Elderly Person--A person who is sixty (60) years of age or older.

(19) Electric Base-Load Measure--Weatherization measures which address the energy efficiency
and energy usage of lighting and appliances.

(20) Eligible Entity--Those local organizations in existence and designated by the federal
government to administer programs created under the federal Economic Opportunity Act of
1964. This includes community action agencies, limited-purpose agencies, and units of local
government. The CSBG Act defines an eligible entity as an organization that was an eligible
entity on the day before the enactment of the Coats Human Services Reauthorization Act of 1998
(October 27, 1998), or is designated by the Governor to serve a given area of the state[State] and
that has a tripartite board or other mechanism specified by the state for local governance.

(21) Emergency--Defined by the LIHEAP Act of 1981 (Title XXVI of the Omnibus Budget
Reconciliation Act of 1981, 42 U.S.C. §8622):

(A) natural disaster;

(B) a significant home energy supply shortage or disruption;

(C) significant increase in the cost of home energy, as determined by the Secretary;

(D) a significant increase in home energy disconnections reported by a utility, a state[State]
regulatory agency, or another agency with necessary data;

(E) a significant increase in participation in a public benefit program such as the food stamp
program carried out under the Food Stamp Act of 1977 (7 U.S.C. 882011, et seq.), the national
program to provide supplemental security income carried out under Title XVI of the Social
Security Act (42 U.S.C. 881381, et seq.) or the state[State] temporary assistance for needy
families program carried out under Part A of Title IV of the Social Security Act (42 U.S.C.
88601, et seq.), as determined by the head of the appropriate federal agency;
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(F) a significant increase in unemployment, layoffs, or the number of Households[heusehelds]
with an individual applying for unemployment benefits, as determined by the Secretary of Labor;
or

(G) an event meeting such criteria as the Secretary, at the discretion of the Secretary, may
determine to be appropriate.

(H) This definition does not apply to ESGP, ESG, or HHSP.

(22) Emergency Shelter Grants Program (ESGP)--A federal grant program established by the
Homeless Housing Act of 1986 and incorporated into Title IV of the Stewart B. McKinney
Homeless Assistance Act (42 U.S.C. 8811371 - 11378) and funded through HUD.

(23) Emergency Solutions Grants (ESG)--A federal grant program authorized in Title IV of the
Stewart B. McKinney Homeless Assistance Act (42 U.S.C. 8811371 - 11378), as amended by
the Homeless Emergency Assistance and Rapid Transition to Housing Act (HEARTH Act). ESG
is funded through HUD.

(24) Energy Audit--The energy audit software and procedures used to determine the cost
effectiveness of weatherization measures to be installed in a dwelling unit.

(25) Energy Repairs--Weaterization-related[\Aeatherization—related] repairs necessary to protect
or complete regular weatherization energy efficiency measures.

(26) Families with Young Children--A family that includes a child age five (5) or younger.

(27) High Energy Burden--Determined by dividing a Household’s[heuseheld’s] annual home
energy costs by the Household’s[kheuseheld’s] annual gross income. The percentage at which
energy burden is considered high is defined by data gathered from the State Data Center.

(28) High Energy Consumption--Household energy expenditures exceeding the median of low-
income home energy expenditures expressed in the data collected from the State Data Center.
(29) Homeless or homeless individual--An individual as defined by 42 U.S.C. 8811371 - 11378
and 24 CFR 8§576.2.

(30) Homeless and Housing Services Program (HHSP)--A state funded program established by
the State Legislature during the 81st Legislative session with the purpose of providing funds to
local programs to prevent and eliminate homelessness in municipalities with a population of
285,500 or more.

(31) Household--Any individual or group of individuals who are living together as one economic
unit. For energy programs, these persons customarily purchase residential energy in common or
make undesignated payments for energy.

(32) Inverse Ratio of Population Density Factor--The number of square miles of a county divided
by the number of poverty Households[heusehelds] of that county.

(33) Local Units of Government--City, county, council of governments, and housing authorities.
(34) Low Income--Income in relation to family size:

(A) For DOE WAP, at or below 200% of the Income guidelines;

(B) For CEAP, CSBG, and LIHEAP WAP at or below 125% of the Income guidelines;

(C) For ESGP, at or below 100% of the poverty level, determined in accordance with criteria
established by the Director of the Office of Management and Budget;

(D) For ESG, 30% of the Area Median Income (AMI) as defined by HUD for persons receiving
prevention assistance; and

(E) For HHSP, 50% of the AMI as defined by HUD for persons receiving emergency essential
services, essential services, and emergency intervention assistance.
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(35) Low Income Home Energy Assistance Program (LIHEAP)--A federally funded block grant
program that is implemented to serve low income Households[heusehelds] who seek assistance
for their home energy bills and/or weatherization services.

(36) Migrant Farm worker--An individual or family that is employed in agricultural labor or
related industry and is required to be absent overnight from their permanent place of residence.
(37) Modified Cost Reimbursement—A contract sanction whereby reimbursement of costs
incurred by the Subrecipient is made only after the Department has reviewed and approved
backup documentation provided by the Subrecipient to support such costs.

(38)[{3A] Multifamily Dwelling Unit--A structure containing more than one dwelling unit. This
definition does not apply to ESGP, ESG, or HHSP.

(39)[{38}] National Performance Indicator--An individual measure of performance within the
Department's reporting system for measuring performance and results of Subrecipients of funds.
There are currently twelve indicators of performance which measure self-sufficiency, family
stability, and community revitalization.

(40)[{39)] Needs Assessment--An assessment of community needs in the areas to be served with
CSBG funds. The assessment is a required part of the Community Action Plan per Assurance 11
of the CSBG Act.

(41)[€46)] OMB--Office of Management and Budget, a federal agency.

(42)[¢41)] OMB Circulars--OMB circulars set forth principles and standards for determining
costs for federal awards and establishes consistency in the management of grants for federal
funds. Cost principles for local governments are set forth in Office of Management and Budget
(OMB) Circular A-87, and for non-profit organizations in OMB Circular A-122. Uniform
administrative requirements for local governments are set forth in OMB Circular A-102, and for
non-profits in OMB Circular A-110. OMB Circular A-133 "Audits of States, Local
Governments, and Non-Profit Organizations,” provides audit standards for governmental
organizations and other organizations expending federal funds. The single audit requirements are
set forth under OMB Circular A-133.

(43)[€42)] Outreach--The method that attempts to identify clients who are in need of services,
alerts these clients to service provisions and benefits, and helps them use the services that are
available. Outreach is utilized to locate, contact and engage potential clients.

(44)[{43)] Performance Statement--A document which identifies the services to be provided by a
CSBG Subrecipient. The document is an attachment to the CSBG contract entered into by the
Department and the CSBG Subrecipient.

(45)[€44)] Persons with Disabilities--Any individual who is:

(A) a handicapped individual as defined in §7(9) of the Rehabilitation Act of 1973;

(B) under a disability as defined in 81614(a)(3)(A) or 8223(d)(1) of the Social Security Act or in
8102(7) of the Developmental Disabilities Services and Facilities Construction Act; or

(C) receiving benefits under 38 U.S.C. Chapter 11 or 15.

(46)[€45)] Population Density--The number of persons residing within a given geographic area of
the state.

(47)[€46)] Poverty Income Guidelines--The official poverty income guidelines as issued by the
U.S. Department of Health and Human Services annually.

(48)[{4A] Private Nonprofit Organization--An organization described in 8501(c) of the Internal
Revenue Code (the “Code”) of 1986 and which is exempt from taxation under subtitle A of the
Code, has an accounting system and a voluntary board, and practices nondiscrimination in the

provision of assistance[which-has-status-as-a-8501(c)-tax-exemptentity]. Private nonprofit
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organizations applying for ESGP, ESG and HHSP funds must be established for charitable
purposes and have activities that include, but are not limited to, the promotion of social welfare
and the prevention or elimination of homelessness. The entity's net earnings may not inure to the
benefit of any individual(s).

(49)[{48] Public Organization--A unit of local government, as established by the Legislature of
the State of Texas. Includes, but may not be limited to, cities, counties, and councils of
governments.

(50)[€49)] Referral--The process of providing information to a client Household[heuseheld]
about an agency, program, or professional person that can provide the service(s) needed by the
client.

(51)[€56)] Rental Unit--A dwelling unit occupied by a person who pays rent for the use of the
dwelling unit. This definition does not apply to ESGP, ESG, or HHSP.,

(52)[€51)] Renter--A person who pays rent for the use of the dwelling unit. This definition does
not apply to ESGP, ESG, or HHSP.

(53)[{52)] Seasonal Farm Worker--An individual or family that is employed in seasonal or
temporary agricultural labor or related industry and is not required to be absent overnight from
their permanent place of residence. In addition, at least 20% of the Household[heuseheld]
annualized income must be derived from the agricultural labor or related industry.

(54)[(53)] Secretary--Chief Executive of the U.S. Department of Health and Human Services.
(55)[{54)] Service--The provision of work or labor that does not produce a tangible commodity.
(56)[€55)] Shelter--Defined by the Department as a dwelling unit or units whose principal
purpose is to house on a temporary basis individuals who may or may not be related to one
another and who are not living in nursing homes, prisons, or similar institutional care facilities.
(57)[£56)] Single Family Dwelling Unit--A structure containing no more than one dwelling unit.
This definition does not apply to ESGP, ESG, or HHSP.

(58)[€5H] Social Security Act--42 U.S.C. 88601, et seq., CSBG works with activities carried out
under Title IV Part A to assist families to transition off of state programs.

(59)[{58)] State--The State of Texas or the Texas Department of Housing and Community
Affairs.

(60)[{59}] Subcontractor--A person or an[A#r] organization with whom the Subrecipient contracts
with to administer programs.

(61)[{60)] Subrecipient--Generally, an organization[According—to—each—program—subchapter;

Subrecipient-may-be-defined-as—organizations] with whom the Department contracts [with] and
provides CSBG, ESGP, CEAP, ESG, HHSP, DOE WAP, or LIHEAP funds. (Refer to

Subchapters B, C, D — G, J, and K of this chapter for program specific definitions.)

(62)[€61)] Supplies--All personal property excluding equipment, intangible property, and debt
instruments, and inventions of a contractor conceived or first actually reduced to practice in the
performance of work under a funding agreement (subject inventions), as defined in 37 CFR Part
401, "Rights to Inventions Made by Non-profit Organizations and Small Business Firms Under
Government Grants, Contracts, and Cooperative Agreements.”

(63)[{62}] TAC--Texas Administrative Code.

(64)[{63)] Targeting--Focusing assistance to Households[heusehelds] with the highest program
applicable needs.

(65)[¢64)] Terms and Conditions--Binding provisions provided by a funding organization to
grantees accepting a grant award for a specified amount of time.
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(66)[{65)] Treatment as a State or Local Agency--For purposes of 5 U.S.C. Chapter 15, any
entity that assumes responsibility for planning, developing, and coordinating activities under the
CSBG Act and receives assistance under CSBG Act shall be deemed to be a state or local
agency.

(67)[€66)] Units of General Local Government--A unit of local government which has, among
other responsibilities, the authority to assess and collect local taxes and to provide general
governmental services.

(68)[¢6H] U.S.C.--United States Code.

(69)[{68)] USDHHS/HHS--U.S. Department of Health and Human Services.

(70)[¢69)] USHUD/HUD--U.S. Department of Housing and Urban Development.

(7T1)[€76)] Vendor Agreement--An agreement between the Subrecipient and energy vendors that
contains assurance as to fair billing practices, delivery procedures, and pricing for business
transactions involving LIHEAP beneficiaries.

(72)[+)] WAP--Weatherization Assistance Program.

(73)[{+2}] WAP PAC--Weatherization Assistance Program Policy Advisory Council. The WAP
PAC was established by the Department in accordance with 10 CFR 8440.17 to provide advisory
services in regards to the WAP program.

(74)[€73)] Weatherization Material--The material listed in Appendix A of 10 CFR Part 440.
(75)[{#4)}] Weatherization Project--A project conducted in a single geographical area which
undertakes to reduce heating and cooling demand of dwelling units that are energy inefficient.

85.3. Cost Principles and Administrative Requirements.

(a) Except as expressly modified by the terms of a contract, Subrecipients shall comply with the
cost principles and uniform administrative requirements set forth in the Uniform Grant and
Contract Management Standards, 34 TAC 8820.421, et seq. (the "Uniform Grant Management
Standards") provided, however, that all references therein to "local government” shall be
construed to mean Subrecipient. Non-profit Subrecipients of ESGP, ESG, and DOE WAP do not
have to comply with UGMS _unless otherwise required by NOFA or contract. For federal funds,
Subrecipients will follow OMB Circulars as interpreted by the federal funding agency.

(b) In order to maintain adequate separation of duties, no more than two of the functions
described in paragraphs (1) — (5) of this subsection are to be performed by a single individual:

(1) Requisition authorization;

(2) Encumbrance into software;

(3) Check creation and/or automated payment disbursement;

(4) Authorized signature/electronic signature; and,

(5) Distribution of paper check.

85.4. Prohibitions.
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(a)[€e}] Knowingly hiring an undocumented worker is prohibited pursuant to 8 U.S.C. §1324a.

(b)[€e)] Discrimination is prohibited.

(1) Civil Rights Act of 1964 (42 U.S.C. 882000, et seq.), Age Discrimination Act of 1975 (42
U.S.C. 886101, et seq.), Rehabilitation Act of 1973 (29 U.S.C. §794), and Title Il of the
Americans with Disabilities Act of 1990 (42 U.S.C. 8812131, et seq.) shall apply to all programs
or activities administered by Subrecipients including the nondiscrimination provisions of the
CSBG (42 U.S.C. 889901, et seq.).

(2) All Subrecipients receiving federal funds must be equal opportunity employers and render
services without regard to race, color, religion, sex, familial status, national origin, age,
disability, political affiliation or belief. Information on equal opportunity and nondiscrimination
shall be made available to participants, employees, Subcontractors[subeentracters], and
interested parties.

85.5. Lobbying Activities [Certificate-and-Disclosure Regarding].

(@) Subrecipients of federal funding, including those who receive federal funds through the
Department, are subject to the anti-lobbying provisions commonly referred to as "the Byrd
Amendments"” (31 U.S.C. 81352). The legislation imposes certain requirements for disclosure
and certification on recipients of federal contracts, grants, cooperative agreements, and loans,
including the requirement that each recipient of a federal contract in excess of $100,000 must
complete the Standard Form-LLL "Disclosure of Lobbying Activities" form.

(b) A 8501(c)(3) nonprofit organization which pays any person funds from any source (even
non-federal funds) to lobby Congress or which pays an employee of any federal agency in
connection with this grant, must complete the "Disclosure of Lobbying Activities" form
available on the U.S. Department of Health and Human Services (USDHHS) website. A
completed form must be submitted to the Department prior to engaging in lobbying activities.
The Subrecipient[subrecipient] must also file quarterly updates about its employment of
lobbyists if material changes occur in the organization's use of lobbyists.

(c) For each contract, grant, cooperative agreement, or loan in excess of $100,000, the
Subrecipient[subrecipient] must complete the "Certification Regarding Lobbying" form and
return it to the Department. This form is located on the USDHHS website. By completing the
certification, the Subrecipient[subrecipient] verifies that no federally appropriated funds have
been used to lobby the United States Congress in connection with the awarding or modifying of a
federal contract, loan, cooperative agreement or grant.

(d) Pursuant to the 1996 Simpson-Craig Amendment to the Lobbying Disclosure Act, 2 U.S.C.

81611, 8501(c)(4) non-profit organizations, typically civic leagues or employee associations,
may not receive any federal funding if such organizations engage in lobbying. The law
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establishes civil penalties for noncompliance, with possible penalties ranging from $10,000 to
$100,000.

(e) Pursuant to the Office of Management and Budget (OMB) Circular A-122, "Cost Principles
for Non-Profit Organizations," specifically §25 titled "Lobbying," costs associated with lobbying
are unallowable.

85.7. Fidelity Bond Requirements.

The Department is required to assure that fiscal control and accounting procedures for federally
funded entities will be established to assure the proper disbursal and accounting for the federal
funds paid to the state (A-110 "Administrative Requirements for Grants to Non-Profits”). In
compliance with that assurance the Department requires program Subrecipients[subrecipients] to
maintain adequate fidelity bond coverage. A fidelity bond is a bond indemnifying the
Subrecipient[subreecipient] against losses resulting from the fraud or lack of integrity, honesty or
fidelity of one or more of its employees, officers, or other persons holding a position of trust.

(1) In administering program contracts, Subrecipients[subrecipients] shall observe their regular
requirements and practices with respect to bonding and insurance. In addition, the Department
may impose bonding and insurance requirements by contract.

(2) If a Subrecipient[subrecipient] is a non-governmental organization, the Department requires
an adequate fidelity bond. If the amount of the fidelity bond is not prescribed in the contract, the
fidelity bond must be for a minimum of $10,000 or an amount equal to the contract if less than
$10,000. The bond must be obtained from a company holding a certificate of authority to issue
such bonds in the State of Texas.

(3) The fidelity bond coverage must include all persons authorized to sign or counter-sign checks
or to disburse sizable amounts of cash. Persons who handle only petty cash (amounts of less than
$250) need not be bonded, nor is it necessary to bond officials who are authorized to sign
payment vouchers, but are not authorized to sign or counter-sign checks or to disburse cash.

(4) The Department must receive written assurance from the Subrecipient[subrecipient] that the
required fidelity bond has been established. The assurance letter must be received from the
bonding company or agency stating the type of bond, the amount and period of coverage, the
positions covered, and the annual cost of the bond. Compliance must be continuously maintained
thereafter. A copy of the actual policy shall remain on file with the Subrecipient[subrecipient]
and shall be subject to monitoring by the Department.

(5) Subrecipients are responsible for filing claims against the fidelity bond when a covered loss
is discovered. The Department may take any one or more of the [feHowing] actions_described in
subparagraphs (A) — (D) of this paragraph for noncompliance.

(A) Deny Subrecipient’s[subrecipients] requests for advances and place the
Subrecipient[subrecipient] on a Modified Cost Reimbursement[cestreimbursement] plan until
written assurance of compliance is received by the Department.

(B) Withhold Subrecipient[subrecipient] payments (either reimbursement or advance) until
written assurance of compliance is received by the Department.

(C) Suspend performance of the contract until written assurance of compliance is received by the
Department.

(D) Contract termination.
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85.9. Travel.

The governing body[beard] of each Subrecipient[subrecipient] must adopt and submit to the
Department approved travel policies that adhere to Office of Management and Budget (OMB)
Circulars A-87, A-110, A-122, for cost allowability. The Subrecipient[subrecipient] must follow
either the federal travel regulations or State of Texas travel rules and regulations found on the
Comptroller of Public Accounts website at www.cpa.state.tx.us. If the travel policy and
procedures are revised they must be submitted to the Department.

85.10. Procurement Standards.

(@) In addition to the requirements described in 85.3 of this chapter (relating to Cost Principles
and Administrative Requirements), CSBG, HHSP, and LIHEAP Subrecipients[entities] must
follow the requirements in Texas Government Code, Chapter 783.

(b) Additional Department requirements are:

(1) Small purchase procedures:

(A) This procedure may be used only on those services, supplies, or equipment costing in the
aggregate of $25,000 or less. For Emergency Shelter Grant Program (ESGP), Emergency
Solutions Grant (ESG), and the Homeless Housing and Services Program (HHSP), the threshold
is $500 or less[and-more-perunit];

(B) Subrecipient must establish a clear, accurate description of the specifications for the
technical requirements of the material, equipment, or services to be procured; [and]

(C) Subrecipient must obtain a written price or documented rate quotation from an adequate
number of qualified sources. An adequate number is, at a minimum, three different sources; and
[]

(D) For a CEAP, CSBG, or WAP small purchase procurement that exceeds $500 in the
aggregate, and for any single item purchase for any program that exceeds $250, Subrecipients
must obtain three written quotes that contain a clear and accurate description of the material
product or services to be provided. For any procurement that does not exceed these stated
amounts, written documentation of phone quotes is acceptable.

(2) For Sealed bids:

(A) Subrecipient must formally advertise, for a minimum of three (3) days, in newspapers or
through notices posted in public buildings throughout the service area. Advertising beyond the
Subrecipient's service area is allowable and recommended by the Department. The advertisement
should include, at a minimum, a response time of fourteen (14) days prior to the closing date of
the bid request. A Government Entity must comply with the statutorily imposed publication
requirements in addition to those requirements stated herein; and

(B) When advertising for material or labor services, Subrecipient shall indicate a period for
which the materials or services are sought (e.g. for a one-year contract with an option to renew
for an additional four (4) years). This advertised time period shall determine the length of time
which may elapse before re-advertising for material or labor services, except that advertising for
labor services must occur at least every five (5) years.

(3) For Competitive proposals:

(A) The Request for Proposal (RFP) or Request for Qualification (RFQ) must be publicized. The
preferred method of advertising is the local service area newspapers. This advertisement should,
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at a minimum, allow fourteen (14) days before the RFP or RFQ is due. The due date must be
stated in the advertisement; and

(B) The time period for services shall be one year, plus four (4) additional years at a maximum.
(4) Non-competitive proposals_may be used only if:

(A) The service, supply, or equipment is available only from a single source;

(B) A public emergency exists preventing the time required for competitive solicitation; or[and}
(C) After solicitation of a number of sources, competition is determined inadequate.

(5) Contract[Reguired—contract] provisions, including subcontracts shall include the [feHewing
contract] provisions or conditions| h—precurement—contracts—or—subeontracts] described in
subparagraphs (A) — (G) of this paragraph:

(A) Contracts in excess of $25,000 shall include [eontractual] provisions or conditions that allow
for administrative, contractual, or legal remedies in instances where Subcontractors
[subcontractors] violate or breach the contract terms, and provide for such remedial actions as
may be appropriate;

(B) All contracts in excess of $25,000 shall include suitable provisions for termination by the
recipient, including the manner by which termination shall be effected and the basis for
settlement. In addition, such contracts shall describe conditions under which the contract may be
terminated for default as well as conditions where the contract may be terminated because of
circumstances beyond the control of the Subrecipient;

(C) Contracts shall include a provision with regard to independent Subcontractor[subeentractor]
status, and a provision to hold harmless and indemnify the Subrecipient from and against any and
all claims, demands and course of action asserted by any third party arising out of or in
connection with the services to be performed under contract;

(D) Contracts shall include a provision regarding conflicts[eenfhiet] of interest. Subrecipient's
employees, officers, and/or agents shall neither solicit nor accept gratuities, favors, or anything
of monetary value from Subcontractors[subeontractors], or potential
Subcontractors[subeentractors]; and

(E) Contracts shall include a provision prohibiting and requiring the reporting of[to—prevent]
fraud, waste, and abuse.

(i) Subrecipient shall establish, maintain, and utilize internal control systems and procedures
sufficient to prevent, detect, and correct incidents of waste, fraud, and abuse in all Department
funded programs and to provide for the proper and effective management of all program and
fiscal activities funded by this contract. Subrecipient's internal control systems and all
transactions and other significant events must be clearly documented and the documentation
made readily available for review by Department.

(if) Subrecipient shall give Department complete access to all of its records, employees, and
agents for the purpose of monitoring or investigating the program. Subrecipient shall fully
cooperate with Department's efforts to detect, investigate, and prevent waste, fraud, and abuse.
Subrecipient shall immediately notify the Department of any identified instances of waste, fraud,
or abuse.

(iii) Department will notify the funding source upon identification of possible instances of waste,
fraud, and abuse or other serious deficiencies.

(iv) Subrecipient may not discriminate against any employee or other person who reports a
violation of the terms of this contract or of any law or regulation to Department or to any
appropriate law enforcement authority, if the report is made in good faith.
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(F) Contracts shall include a provision to the effect that any alterations, additions, or deletions to
the terms of the contract which are required by changes in federal law and regulations or state
statute are automatically incorporated into the contract without written [anrd-administrative-code]
amendment[ herete], and shall become effective on the date designated by such law and or
regulation; and any other alterations, additions, or deletions to the terms of the contract shall be
amended hereto in writing and executed by both parties to the contract.

(G) Contracts shall include the provisions described in clauses (i) — (iii) of this subparagraph:[

following provision assuring legal authority to sign the contract. ]

(i) Subcontractor represents that it possesses [the-practical-abiity-and-the] legal authority to enter
into the contract, receive and manage the funds authorized by the contract, and to perform the

services Subcontractor[subeontractor] has obligated itself to perform under the contract;[-]

(if) The person signing the contract on behalf of the Subcontractor[subeentractor] warrants that
he/she has been authorized by the Subcontractor[subeentractor] to execute the contract on behalf
of the Subcontractor[subeentractor] and to bind the Subcontractor[subeontracter] to all terms set
forth in the contract; and[:]

(iii) Department shall have the right to suspend or terminate the contract if there is a dispute as
the legal authority of either the Subcontractor[subeontractor] or the person signing the contract to
enter into the contract or to render performances thereunder. Should such suspension or
termination occur, the Subcontractor[subeentractor] is liable to the Subrecipient for any money it
has received for performance of provisions of the contract.

85.11. Procurement/Cooperative Purchasing Program.

The State of Texas conducts procurement for many materials, goods, and appliances. The State
of Texas procurement process complies with the required procurement provisions. For more
detail about how to purchase from the state[State] contract, please contact: State of Texas Co-Op
Purchasing Program, Texas Comptroller of Public Accounts, Web address:
http://www.window:.state.tx.us/procurement/prog/coop/; e-mail: coop@cpa.state.tx.us; phone
number: (512) 463-3368. If Subrecipients[subrecipients] choose to use the Cooperative
Purchasing Program, [they-witkneed] documentation of annual fee payment is required.

§5.12. Purchases.
Purchases of personal property, equipment, goods or services with a unit acquisition cost of over

$5,000 for CSBG[Community-Services—Block—-Grant {CSBG)], CEAP[Comprehensive-Energy
Assistance-Program—{CEAPR)], and WAP,[Weatherization-Assistance-Program-AAP)] and over
$500[ or greater] for ESGP, ESG, and HHSP[Emergeney-Shelter-Grant-Program-{ESGP)] require

prior written approval from the TDHCA Community Affairs Division before the purchase can
take place.

85.13. Bonding Requirements.
(@) The [feHewing] requirements described in this subsection relate only to construction or
facility improvements.
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(1) For contracts exceeding $100,000 the Department may accept the bonding policy and
requirements of the Subrecipient, provided the Department has made a written finding that the
Department is adequately protected.

(2) For contracts in excess of $100,000, and for which the Subrecipient cannot make a
determination that the Department's interest is adequately protected, a "bid guarantee"” from each
bidder equivalent to 5% of the bid price shall be requested. The "bid guarantee” shall consist of a
firm commitment such as a bid bond, certified check, or other negotiable instrument
accompanying a bid as assurance that the bidder will, upon acceptance of his bid, execute such
contractual documents as may be required within the time specified. A bid bond in the form of
any[aH] of the documents described in this paragraph[feHewing] may be accepted as[represent] a
"bid guarantee."

(A) A performance bond on the part of the Subrecipient for 100% of the contract price. A
"performance bond" is one executed in connection with a contract, to secure fulfillment of all
Subcontractors’[subeontractors”] obligations under such contract.

(B) A payment bond on the part of the Subcontractor[subeentractor] for 100% of the contract
price. A "payment bond" is one executed in connection with a contract to assure payment as
required by statute of all persons supplying labor and material in the execution of the work
provided for in the contract.

(C) Where bonds are required, in the situations described herein, the bonds shall be obtained
from companies holding certificates of authority as acceptable sureties pursuant to 31 CFR Part
223, "Surety Companies Doing Business with the United States."

(b) A Government Entity must comply with the bond requirements of Texas Civil Statutes,
Articles 2252, 2253, and 5160, and Local Government Code, §252.044 and 8§262.032, as
applicable.

§5.14. Subrecipient Contract.

(a) Upon Board approval, the Department['s-Executive-Birector] and Subrecipient[subrecipients]
shall enter into an[and exeeute-an] agreement for the receipt of funds. The Department, acting by
and through its Executive Director or his/her designee, may authorize, execute, and deliver
authorized modifications and/or amendments to the contract.

(b) The governing body of the Subrecipient must pass a resolution authorizing its executive
director or his/her designee to have signature authority to enter into contracts, sign amendments,
and review and approve reports. All contract actions including extensions, amendments or
revisions must be ratified by the governing body at the next regularly scheduled meeting.
Minutes relating to this resolution must be on file at the Subrecipient level.

(©)[(b)] Within sixty (60) days following the conclusion of a contract issued by the Department,
the Subrecipient[subrecipient] shall provide a full accounting of funds expended under the terms
of the contract.

(d)[€e})] Failure of a Subrecipient[subrecipient] to provide an accounting of funds expended under
the terms of the contract may be sufficient reason for the Department to deny any future contract

to the Subrecipient[subrecipient].
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85.16. Monitoring and Single Audit Requirement[ef-Subrecipients].
(@) The Department or its designee may conduct on and off-site monitoring and evaluation of
Subrecipient’s compliance with state or federal requirements. The Department’s monitoring may
include a review of the efficiency, economy, and effectiveness of Subrecipient’s performance.
The Department will notify Subrecipient in writing of any deficiencies noted during such
monitoring. The Department may provide training and technical assistance to Subrecipient in
correcting the deficiencies noted. The Department may require corrective action to remedy
deficiencies noted in Subrecipient’s accounting, personnel, procurement, and management
procedures and systems in order to comply with state or federal requirements.-[Fhe-Department's
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(D)[EH] Copy of the most recent Single Audit Report--Organizations that expend more than the
expenditure threshold under OMB Circular A-133 must have a single audit conducted for that
year (A-133 Subpart B.200). Organizations that do not exceed the expenditure threshold under
OMB Circular A-133 are exempt from the single audit requirements. If an organization is not
required to have a single audit performed, the organization must provide the end-of-the-year
financial statements (balance sheet income statement, and statement of cash flow) [—aﬂel]

(c) [€b)] Subrecipients not exempt from the single audit requirements are responsible for
submitting their Single Audit Report within thirty (30) days of completion of their audit and no
later than nine (9) months after the end of the audit period (fiscal year end) to the Department's

Compliance Division[as-well-as-te-the-Community-Affairs {CA)-Diviston]. Refer to 31 U.S.C.
87502,

(d) Subrecipient shall make audit report available for public inspection within thirty (30) days

after receipt of the audit reports.

(e) Subrecipient shall submit such audit report to the federal clearinghouse designated by OMB
in accordance with OMB A-133.

85.17. Sanctions and Contract Close Out.

(@) Subrecipients that enter[have—entered] into a contract with the Department to administer
programs are required to follow state and federal laws and regulations and rules governing these
programs.

(b) If a Subrecipient fails to comply with program requirements, rules, or regulations and in the
event monitoring or other reliable sources reveal material deficiencies in performance, or if the
Subrecipient fails to correct any deficiency within the time allowed by federal or state law, the
Department will apply one or more of the [fellowing] sanctions_described in paragraph (1)(A) -
(E) of this subsection:

(1) Deny the Subrecipient's requests for advances and place it on a Modified Cost
Reimbursement[eest—relmbursement] method of payment until proof of compliance with the
rules and regulations are received by the Department;

(A) Subrecipients placed on a Modified Cost Reimbursement method of payment must comply
with the reporting requirements outlined in Subchapter B, 85.211 (relating to CSBG), Subchapter
C 85.311 (relating to ESGP), Subchapter D 85.406 (relating to CEAP), Subchapter E 85.506
(relating to WAP General), Subchapter J 85.1006 (relating to HHSP), and Subchapter K 85.2007
(relating to ESG), as applicable;

(B) Subrecipients on a Modified Cost Reimbursement method must provide all supporting
documentation to the Department no later than seven (7) days after the reporting due date;
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(C) If Subrecipient has not submitted documentation required for cost reimbursement review in
accordance with reporting deadlines, Subrecipient will be required to enter a monthly report
containing zero amounts and submit documentation required for the review as part of the next’s
month reporting;

(D) Subrecipients reporting a monthly report containing zero amounts throughout the program
year shall submit all required support documentation to the Department for review by the last
regular monthly report (before the final report); and/or

(E) The Department will review and assess supporting documentation submitted by Subrecipient
no later than the seventh (7™) day of the following month.

(2) Withhold all payments from the Subrecipient (both reimbursements and advances) until proof
of compliance with the rules and regulations are received by the Department, reduce the
allocation of funds (with the exception of Community Services Block Grant (CSBG) funds to
Eligible Entities[eligible-entities] as described in 85.206 of this chapter (relating to Termination
and Reduction of Funding) and as limited for LIHEAP funds as outlined in Texas Government
Code, Chapter 2105) or impose sanctions as deemed appropriate by the Department's Executive
Director, at any time, if the Department identifies possible instances of fraud, waste, abuse, fiscal
mismanagement, or other serious deficiencies in the Subrecipient's performance;

(3) Suspend performance of the contract or reduce funds until proof of compliance with the rules
and regulations are received by the Department or a decision is made by the Department to
initiate proceedings for contract termination;

(4) Elect not to provide future grant funds to the Subrecipient until appropriate actions are taken
to ensure compliance; or

(5) Terminate the contract. Adhering to the requirements governing each specific program
administered by the Department, as needed, the Department may determine to proceed with the
termination of a contract, in whole or in part, at any time the Department establishes there is
good cause for termination. Such cause may include, but is not limited to, fraud, waste, abuse,
fiscal mismanagement, or other serious deficiencies in the Subrecipient's performance. For
CSBG contract termination procedures, please refer to 85.206 of this chapter.

(c) Contract Close-out. When the Department moves to terminate a contract, the [following]
procedures described in paragraphs (1) — (12) of this subsection will be implemented.

(1) The Department will issue a termination letter to the Subrecipient no less than thirty (30)
days prior to terminating the contract. The Department may determine to take one of the
following actions: suspend funds immediately; establish a Modified Cost Reimbursement[eest
reimbursement] plan for closeout proceedings; or provide instructions to the Subrecipient to
prepare a proposed budget and written plan of action that supports the closeout of the contract.
The plan must identify the name and current job titles of staff that will perform the close-out and

an estimated dollar amount to be incurred. [Fhe—Department—will+espond—within—ten—(10)

working days from receipt of the plan.]
(2) If the Department determines that a Modified Cost Reimbursement[cest-reimbursement] is an

appropriate method of providing funds to accomplish closeout, the Subrecipient will submit
backup documentation for all current expenditures associated with the closeout. The required
documentation will include, but not be limited to, the chart of accounts, detailed general ledger,
revenue and expenditure statements, time sheets, payment vouchers and/or receipts, and bank
reconciliations.
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(3) No later than thirty (30) days after the contract is terminated, the Subrecipient will take a
physical inventory of client files, including case management files, and will submit to the
Department an inventory of equipment with a unit acquisition cost of $5,000 or greater for
Comprehensive Energy Assistance Program (CEAP), Weatherization Assistance Program
(WAP) and Community Services Block Grant (CSBG) or a unit acquisition cost of $500 or
greater for ESGP, ESG, and HHSP.

(4) The terminated Subrecipient will have thirty (30) days from the date of the physical inventory
to copy all current client files. Client files must be boxed by county of origin. Current and active
case management files also must be copied, inventoried, and boxed by county of origin.

(5) Within thirty (30) days following the Subrecipient's due date for copying and boxing client
files, Department staff will retrieve copied client files.

(6) The terminated Subrecipient will prepare and submit no later than sixty (60) days from the
date the contract is terminated, a final report containing a full accounting of all funds expended
under the contract.

(7) A final monthly expenditure report and a final monthly performance report for all remaining
expenditures incurred during the close-out period must be received by the Department no later
than sixty (60) days from the date the Department determines that the closeout of the program
and the period of transition are complete.

(8) The Subrecipient will submit to the Department no later than sixty (60) days after the
termination of the contract, an inventory of the non-expendable personal property acquired in
whole or in part with funds received under the contract.

(9) The Department may transfer title to equipment having a unit acquisition cost (the net invoice
unit price of an item of equipment) of:

(A) $5,000 or greater for CEAP, CSBG, and WAP; or

(B) $500 or greater for ESG, ESGP, and HHSP, to the Department or to any other entity
receiving funds under the program in question. The Department will make arrangements to
remove equipment covered by this paragraph within ninety (90) days following termination of
the contract.

(10) Upon selection of a new service provider, the Department will transfer to the new provider
client files and, as appropriate, equipment.

(11) As required by OMB Circular A-133, a current year single audit must be performed for all
agencies that have exceeded the federal expenditure threshold under OMB Circular A-133. The
Department will allow a proportionate share of program funds to pay for accrued audit costs,
when an audit is required, for a single audit that covers the date up to the closeout of the contract.
The terminated Subrecipient must have a binding contract with a CPA firm on or before the
termination date of the contract. The actual costs of the single audit and accrued audit costs
including support documentation must be submitted to the Department no later than sixty (60)
days from the date the Department determines the close-out is complete.

(12) Subrecipients shall submit within sixty (60) days after the date of the close-out process all
financial, performance, and other applicable reports to the Department. The Department may
approve extensions when requested by the Subrecipient. However, unless the Department
authorizes an extension, the Subrecipient must abide by the sixty (60) day contractual
requirement of submitting all referenced reports and documentation to the Department.

85.19. Client Income Guidelines.
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(@) The Department has defined eligibility for program assistance under the poverty income
guidelines provided annually by the Secretary of the U.S. Department of Health and Human
Services (USDHHS). For ESG[-anrd-HHSR], Subrecipients will adhere to 24 CFR 85.609, subject
to the revisions of The Housing and Economic Recovery Act of 2008 (HERA), P.L. 110-289.

(b) For all programs except ESG and HHSP[USDHHS-funded-programs], Subrecipients will use
the [feHewing] list of included and excluded income to determine eligibility for all programs, as

described in paragraphs (1) and (2) of this subsection.

(1) Included Income:

(A) Temporary Assistance for Needy Families (TANF);

(B) Money, wages and salaries before any deductions;

(C) Net receipts from non-farm or farm self-employment (receipts from a person's own business
or from an owned or rented farm after deductions for business or farm expenses);

(D) Regular payments from social security, including Social Security Disability Insurance
(SSDI) and Supplemental Security Income (SSI);

(E) Railroad retirement;

(F) Unemployment compensation;

(G) Strike benefits from union funds;

(H) Worker's compensation;

(1) Training stipends;

(J) Alimony;

(K) Military family allotments;

(L) Private pensions;

(M) Government employee pensions (including military retirement pay);

(N) Regular insurance or annuity payments; and

(O) Dividends, interest, net rental income, net royalties, periodic receipts from estates or trusts;
and net gambling or lottery winnings.

(2) Excluded Income:

[(A)-Secial-Security Disability-tnsurance(SSBI)-payments;}
[(B)-Supplemental-Seeurity-thcome{SSH-payments;|

(A)[E)] Capital gains; any assets drawn down as withdrawals from a bank;

(B)[{B)] The sale of property, a house, or a car;

(C)[{E)] One-time payments from a welfare agency to a family or person who is in temporary
financial difficulty;

(D)[€F)] Tax refunds, gifts, loans, and lump-sum inheritances;

(E)[€S)] One-time insurance payments, or compensation for injury;

(F)[H)] Non-cash benefits, such as the employer-paid or union-paid portion of health insurance
or other employee fringe benefits;

(G)[{H] Food or housing received in lieu of wages;

(H)[()] The value of food and fuel produced and consumed on farms;

(D[] The imputed value of rent from owner-occupied non-farm or farm housing;

([{L)] Federal non-cash benefit programs as Medicare, Medicaid, Food Stamps, and school
lunches;

(K) [€MB] Housing assistance and combat zone pay to the military;

(L) [€M\y] Veterans (VA) Disability Payments;
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(M) [€©)] College scholarships, Pell and other grant sources, assistantships, fellowships and
work study, VA Education Benefits (Gl Bill); and

(N) [€®)] Child support payments.

85.20. Determining Income Eligibility.

(@) To determine income eligibility for USDHHS and DOE funded programs, Subrecipients must
base annualized eligibility determinations on Household[heuseheld] income from thirty (30)
days prior to the date of application for assistance. Each Subrecipient must maintain
documentation of income from all sources for all Household[heuseheld] members for the entire
thirty (30) day period prior to the date of application and multiply the monthly amount by twelve
(12) to annualize income. Income documentation must be collected from all income sources for
all Household[heuseheld] members eighteen (18) years and older for the entire thirty (30) day
period.

(b) If proof of income is unavailable, the applicant must complete and sign a Department
approved declaration of income statement or complete income documentation attestations
required by the federal funding source.

85.21. Subrecipient Contact Information.

(@) Subrecipients will notify the Community Affairs Division (CAD) and provide contact
information for [ef] key management staff vacancies and [will-provide—contact-information-for
key-managementstaff] new hires within thirty (30) days of such occurrence. Contact information
will include, name, title, phone number, and direct email address.

(b) As vacancies exceed the ninety (90) day threshold[eeeu¥] within the organization's board of
directors, the CAD will be notified of such vacancies and, if applicable, the sector the board
member represented.

(c) Contact information for the board of director's board chair must be provided to CAD and
shall include: the board chair's name, mailing address (which must be different from the
organization's mailing address), phone number (different from the organization's phone number),
fax number (if applicable), and the direct e-mail address for the board chair.

§5.22. Offsite Record Retention.

Client Records. The Department requires Subrecipient[subrecipient] organizations that
administer Community Affairs Programs and serve clients to document client services.
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 must store physical client files in a secure space in a
manner that ensures confidentiality and in accordance with Subrecipient organization policies
and procedures. To the extent that it is financially feasible, archived client files should be stored
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offsite from Subrecipient headquarters, in a secure space in a manner that ensures confidentiality
and in accordance with organization policies and procedures.

85.23. Protected Health Information.
Subrecipients are prohibited and shall not collect or maintain protected health information from
any applicant as defined in the Texas Health and Safety Code, Subtitle I, Chapter 181.
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BOARD ACTION REQUEST
COMMUNITY AFFAIRS DIVISION
OCTOBER 9, 2012

Presentation, Discussion, and Possible Action proposing amendments to 10 TAC Chapter 5
Community Affairs Programs, Subchapter B, Community Services Block Grant (CSBG)
885.201, 5.203 — 5.207 and 5.210 - 5.217, and directing that they be published for public
comment in the Texas Register

RECOMMENDED ACTION

WHEREAS, pursuant to Texas Government Code, Chapter 2306, the Department
is authorized to adopt rules governing the administration of the Department and
its programs, and

WHEREAS, proposed amendments to 10 TAC 885.201, 5.203 — 5.207 and 5.210
- 5.217 propose the addition of a prohibition on the use of CSBG funds for
political activity, revise the hearing process on termination or reduction of CSBG
funds, remove a deadline for Subrecipient CSBG Needs Assessments and
Community Action Plans and require that Board training records be maintained at
the Subrecipient level and other grammatical and capitalization matters,

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 amendments to 10 TAC Chapter 5 Community
Affairs Programs, Subchapter B, Community Services Block Grant (CSBG), in
the form presented to this meeting, to be published in the Texas Register for
review and public comment, and in connection therewith, make such non-
substantive technical corrections as they may deem necessary to effectuate the
foregoing.

BACKGROUND

The purpose of the amended sections is to 1) add a reference to the prohibition of the use of
CSBG funds for political and/or voter activity, 2) revise the hearing process on termination or
reduction of CSBG funds, 3) remove a specific deadline for Subrecipient CSBG Needs
Assessments and Community Action Plans, 4) add the requirement of maintaining Board training
records at the Subrecipient level, and 5) capitalize the terms Subrecipient and Eligible Entity for
consistency.
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Attachment A: Preamble and proposed amendments to 10 TAC Chapter 5, Subchapter B,
Community Services Block Grant (CSBG), 885.201, 5.203 - 5.207, 5.210 - 5.217.

The Texas Department of Housing and Community Affairs (the “Department”) proposes
amendments to 10 TAC Chapter 5, §85.201, 5.203 — 5.207, 5.210 - 5.217, concerning the
Community Services Block Grant (CSBG) program. The purpose of the proposed amendments is
to add a reference to the prohibition of the use of CSBG funds for political and/or voter activity,
to revise the hearing process on termination or reduction of CSBG funds, to remove a specific
deadline for CSBG Needs Assessments and Community Action Plans, to add the requirement of
maintaining Board training records at the Subrecipient level, and to correct the capitalization of
Subrecipient and Eligible Entities throughout the Subchapter.

FISCAL NOTE. Timothy K. Irvine, Executive Director, has determined that, for each year of the
first five years the amendments are in effect, enforcing or administering the amendments does
not have any foreseeable implications related to costs or revenues of the state or local
governments.

PUBLIC BENEFIT/COST NOTE. Mr. Irvine also has determined that, for each year of the first
five years the amendments are in effect, the public benefit anticipated as a result of the
amendments will be to administer the CSBG funds more efficiently and in accordance with state
and federal law. There will not be any economic cost to any individuals required to comply with
the amendments.

ADVERSE IMPACT ON SMALL OR MICRO-BUSINESSES. The Department has determined
that there will be no economic effect on small or micro-businesses.

REQUEST FOR PUBLIC COMMENT. The public comment period will be held October 26,
2012, to November 26, 2012, to receive input on the amendments. Written comments may be
submitted to the Texas Department of Housing and Community Affairs, Attention: Annette
Cornier, Rule Comments, P.O. Box 13941, Austin, Texas 78711-3941, by email to the following
address: cadrulecomments@tdhca.state.tx.us, or by fax to (512) 475-3935. ALL COMMENTS
MUST BE RECEIVED BY 5:00 P.M. NOVEMBER 26, 2012.

STATUTORY AUTHORITY. The amendments are proposed pursuant to Texas Government
Code, 82306.053, which authorizes the Department to adopt rules, and Chapter Subchapter E,
which authorizes the Department to administer its Community Affairs programs.

The proposed amendments affect no other code, article, or statute.
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§5.201. Background.

(@) In addition to the following rules for the Community Services Block Grant (CSBG) program,
the rules established in Subchapter A of this chapter also apply to the CSBG program, except
those that relate to the suspension, reduction, withholding or termination of funding. The CSBG
Act was amended by the "Community Services Block Grant Amendments of 1994" and the
Coats Human Services Reauthorization Act of 1998. The Secretary is authorized to establish a
community services block grant program and make grants available through the program to
states to ameliorate the causes of poverty in communities within the states.

(b) The Texas Legislature designated the Department as the lead agency for the administration of
the CSBG program pursuant to Texas Government Code, 82306.092. CSBG funds will be made
available to Eligible Entities[elgible-entities] to carry out the purposes of the CSBG program.

85.203. Distribution of CSBG Funds.

(@) The CSBG Act requires that no less than 90% of the state's allocation be allocated to Eligible
Entities[eligible—entities]. The Department currently utilizes a multi-factor fund distribution
formula to equitably provide CSBG funds throughout the state's 254 counties to the CSBG
Eligible Entities[eligible—entities]. Revisions to the formula shall be considered on a biennial
basis including the release of decennial census figures. Changes to the formula shall be presented
to the Department’s Governing Board for approval.

(b) Five percent of the Department's annual allocation of CSBG funds and any funds not spent as
identified in subsection (c) of this section, may be expended for activities as per 42 U.S.C.
89907(b)(A) - (H) and activities that may include:

(1) the provision of training and technical assistance to CSBG Eligible Entities[eHgible-entities];
(2) services to low-income migrant seasonal farm worker and Native American populations;

(3) assisting CSBG Eligible Entities[eligible—entities] in responding to natural or man-made
disasters;

(4) funding for innovative and demonstration projects that assist CSBG target population groups
to overcome at least one of the barriers to attaining self-sufficiency; and

(5) other projects/initiatives, including state conference expenses. The Department may provide
monetary awards to Subrecipients[subrecipients] for outstanding performance. To ensure
consistent and comparable results, the process for monetary awards to CSBG
Subrecipients[subrecipients] will be standardized.

(c) Up to 5% of the Department's annual allocation of CSBG funds will be used for
administrative purposes consistent with state and federal law.

§5.204. Use of Funds.
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(@) CSBG funds distributed to Eligible Entities[eligible—entities] for a fiscal year may be
available for obligation during that fiscal year and the succeeding fiscal year. Eligible
Entities[entities] may use the funds for administrative support and/or for direct services such as:
education, employment, housing, health care, nutrition, transportation, linkages with other
service providers, youth programs, emergency services, i.e., utilities, rent, food, shelter, clothing
etc. For additional requirements reference 42 U.S.C. 89908(b)(A)(i-vii) and Office of
Management and Budget (OMB) Circulars A-122 and A-87.

(b) Utility and rent deposit refunds from vendors must be reimbursed to the
Subrecipient[subrecipient] and not the client. Funds should be treated as program income.

85.205. Limitations on Use of Funds.
(a) Construction of Facilities. CSBG funds may not be used for the purchase, construction or
improvement of land, or facilities as described in (42 U.S.C. §9918(a)).

(b) Section 678(F)(b)(2) of the Community Services Block Grant (CSBG) Act prohibits the use
of program funds for political activity, voter registration activity, or voter registration. The Hatch
Act, 5 U.S.C. Chapter 15, amendments to the Hatch Act, and the repeal of 8675(e) and
8675(C)(6) of the CSBG Act do not affect the prohibition of 8678(F)(b)(2).

85.206. Termination and Reduction of Funding.

(a) If the Department determines, on the basis of a final decision in a review pursuant to the
CSBG Act, that an Eligible Entity[eligible-entity] fails to comply with the terms of an agreement
or the state plan, to provide services under the CSBG Act or to meet appropriate standards, goals,
and other requirements established by the Department (including performance objectives), the
Department shall:

(1) inform the entity of the deficiency to be corrected,;

(2) require the entity to correct the deficiency;

(3) offer training and technical assistance, if appropriate, to help correct the deficiency, and, as
appropriate, prepare and submit to the Secretary a report describing the training and technical
assistance offered; or if the Department determines that such training and technical assistance are
not appropriate, prepare and submit to the Secretary a report stating the reasons for the
determination and the reasons for proceeding with termination proceedings;

(4) At the discretion of the Department (taking into account the seriousness of the deficiency and
the time reasonably required to correct the deficiency), the Department shall allow the entity to
develop and implement, within sixty (60) days after being informed of the deficiency, a Quality
Improvement Plan (QIP) to correct such deficiency within a reasonable period of time, as
determined by the Department. No later than thirty (30) days after receiving from an eligible
entity a proposed QIP, the Department shall either approve such proposed plan or specify the
reasons why the proposed plan cannot be approved;
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(5) If the Department does not accept the QIP, the Department, after providing adequate notice
of impending termination proceedings and an opportunity for a hearing, may initiate proceedings
to terminate or reduce the funding of a Subrecipient[subrecipient]; and

(6) If the Department has implemented sanctions against a Subrecipient[subreeipient] and the
Subrecipient[subrecipient] has failed to comply with the QIP or a corrective action plan, the
Department may request of the Subrecipient’s[subrecipient’s] Board of Directors the voluntary
relinquishment of the CSBG program and their designation as a CSBG Eligible Entity[eligible
entity]. If the Subrecipient[subreeipient] accepts to voluntarily relinquish the CSBG program, the
Department will commence contract termination proceedings. If the Subrecipient[subrecipient]
rejects voluntarily relinquishment of the CSBG program or the Department does not accept the
Subrecipient’s[subrecipient’s] QIP, the Department will initiate procedures for a hearing.

(A) Pursuant to the CSBG Act, the Department will provide notice and an opportunity for a
hearing.

(B) The Department will refer a hearlnq under this section to the State Office of Admlnlstratlve

hearing]. The Department and Subrecmlent WI|| coordinate establlshlng a date, time and hearing

location with SOAH[the-ALJ] and will provide adequate notice to the Subrecipient[subrecipient].
SOAH will issue a proposal for decision to the TDHCA’s Board recommending[Fhe-ALd-wit

determine] whether there is cause, as defined by the CSBG Act, U.S.C. §9908(c), to terminate or
reduce fundlng to the Subrecuglen [eebFeerptent] [Ihe—AI:J—Mu—lseee—a—pFepesal—felLdeeleren—en

Fewew] The TDHCA Board WI|| review the proposal for deC|S|0n and issue its final order in the
matter.

(C) If the TDHCA Board[ALJ] determines that there is cause to terminate or reduce funding,
pursuant to 42 U.S.C. 89915, the Department will notify the Subrecipient[subrecipient] that it
has the right under 42 U.S.C. 89915 to seek review of the decision by the USDHHS. If the
USDHHS does not overturn the decision, or if the Subrecipient[subrecipient] does not seek
USDHHS review, the Department will initiate proceedings to terminate and close-out the
contract.

(b) Any right or remedy given to the Department by this chapter does not preclude the existence
of any other right or remedy, nor shall any action or lack of action by the Department in the
exercise of any right or remedy be deemed a waiver of any other right or remedy.

85.207. Subrecipient Performance.

(a) Budgets. CSBG Eligible Entities[ehgible-entities] and any other funded organizations shall
submit a budget to facilitate the contract execution process. A certification of board approval of
CSBG budget form issued by the Department must also be submitted with planned budgets.

(b) Unexpended Funds. The Department reserves the right to deobligate funds.
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(1) The U.S. Department of Health and Human Services Administration for Children and
Families issues terms and conditions for receipt of funds under the CSBG. Subrecipients of
CSBG funds will comply with the requirements of the terms and conditions of the CSBG award.

-,--- ha nrovided-on-or-before-Senteambe Oth-of tha hseauent-vear and Nnd

(2) The Coats Human Services Reauthorization Act of 1998, allows states to recapture
unexpended CSBG funds in excess of 20% of the CSBG funds obligated to an Eligible
Entity[eligible—entity]. This may be superseded by Congressional action in the appropriation
process or by the terms and conditions issued by U.S. Department of Health and Human Services
in the CSBG award letter.

(c) Services to Poverty Population. Subrecipients[Fhe-subrecipient-organizations] administering

services to clients in one or more CSBG service area counties shall ensure that such services are
rendered reasonably and in an equitable manner to ensure fairness among all potential applicants
eligible for services. Services rendered must reflect the poverty population ratios in the service
area and services should be distributed based on the proportionate representation of the poverty
population within a county. A variance of greater than plus or minus 20% may constitute a
finding. Subrecipients with a service area of a single county shall demonstrate marketing and
outreach efforts to render direct services to a reasonable percentage of the county's eligible
population based on the most recent decennial census. Services should also be distributed based
on the proportionate representation of the poverty population within a county.

85.210. CSBG Needs Assessment and Community Action Plan.

(@) In accordance with the CSBG Act and 8676 of the Act, the Department is required to secure a
Community Action Plan on an annual basis from each CSBG Eligible Entity[eligible-entity-due
on-October-317].

(b) Every five (5) years, the CSBG Community Action Plan will include a community needs
assessment from every CSBG Eligible Entity.

(c) The Community Action Plan shall at a minimum include a description of the delivery of
services for the case management system in accordance with the National Performance
Indicators and shall include a performance statement that describes the services, programs and
activities to be administered by the organization.

(d) Hearing. A board certification that a public hearing was conducted on the proposed use of
funds for the Community Action Plan must be submitted to the Department with the plan.

(e) Intake Form. To fulfill the requirements of 42 U.S.C. 89917, CSBG
Subrecipients[subrecipients] must complete an intake form which includes the demographic and
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household characteristic data required for the monthly performance and expenditure report,
referenced in Subchapter A of this chapter, for all Households[heusehelds] receiving a
community action service. A new CSBG intake form or a centralized intake form must be
completed on an annual basis to coincide with the CSBG program year of January 1st through
December 31st.

(f) Case Management.

(1) In keeping with the regulations issued under Title 11, 8676(b) State Application and Plan, the
Department requires CSBG Subrecipients[subrecipients] to incorporate integrated case
management systems in the administration of their CSBG program (Title Il, 8§8676(b)).
Incorporating case management in the service delivery system and providing assistance that has
a long-term impact on the client, such as enabling the client to move from poverty to self-
sufficiency, to maintain stable families, and to revitalize the community, supports the
requirements of Title 11, 8676(b). An integrated case management system improves the over